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Legal Authority
   

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

Legal Authority Other Desc: Enabling Legislation
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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 XVI, 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 
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along North Houston-Rosslyn Road to Vogel Creek; west along Vogel 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 II, Chapter 2, Acts of 

the 72nd Legislature, 3rd Called Session, 1992 (Article II, 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 III, 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)  In the 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 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 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.  

 (g)  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. 

(a)  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)  In issuing 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)  be issued 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.  

 (g)  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, regulate 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 III, 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) 



{00185659} 

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 III, 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 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, 
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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 (e) 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. 

(g)  The plan authorized by Subsection (e) of this section may be 

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 [in the manner provided in 

Chapter 21, Property Code,] to acquire property of any kind to further the authorized purposes of 

the authority[.  The authority may not exercise the power of eminent domain outside of the 

boundaries 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 III, 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 

each 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 quorum. 

 (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 quality 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 year, 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 quarterly 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 Regional 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 gifts 

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

other than legislative 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 Legislature, 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, 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. 

 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)  [irrigation; 

  [(4)]  mining and recovery of minerals; 

  (4) [(5)]  hydroelectric power; 

  (5) [(6)]  navigation; 

  (6) [(7)]  recreation and pleasure; 

  (7) [(8)  stock raising; 
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  [(9)]  public parks; and 

  (8) [(10)]  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)  [irrigation; 

  [(4)]  mining and recovery of minerals; 

  (4) [(5)]  hydroelectric power; 

  (5) [(6)]  navigation; 

  (6) [(7)]  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 [for irrigation of the land 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 [he] 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: 

 (p)  [For the purposes of this section, a basin is designated as provided 

in accordance 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 [irrigation,] 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: 

 (a)  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 of any hydrological 

connection between surface water and groundwater]; and 

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

is consistent with the state water plan and the relevant [an] 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[, of this 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 [his] 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 
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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 

qualified 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) [(c)]  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) [of this 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; [or] 

  (2)  if a significant [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 [of this 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) [of this section], 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) [of this code]; 

  (3)  [whether the permit, certified filing, or certificate of 

adjudication 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 

consistent with projections of future water needs contained in the state water plan; 

  [(4)  whether 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; 
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  [(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 this code]; 

  (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 [of 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) [(7)]  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 (l) and (m) to read as follows: 

 (l)  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: 

 (a)  Not [No] later than January 5, 2002, and before the end of each 

successive five-year period after that date [every five 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[: 

  [(1)]  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. 

 (g)  The legislature may designate a[; or 

  [(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[: 

  [(1)  destroy the unique ecological value of a river or stream 

segment designated by the legislature under Subsection (f) of this section; or 

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

a site designated by the legislature under [Subsection (f) of] this subsection [section]. 

 (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) [of this 

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 guidelines; 

  (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 

   (I)  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 unique 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: 

 (j)  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(e). 
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 (q)  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 [such] 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, [groundwater districts,] 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 [commission] 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 its own motion from time to time, or on 

receiving a petition, the commission may designate groundwater management areas].  Each 
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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 [commission] 

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 the request of any person interested in the petition, or on the 

request of the commission, the executive director shall prepare available evidence relating to the 

configuration of a groundwater management area.  Before making the designation, the 

commission shall consider the evidence prepared by the executive director and other evidence 

submitted at the hearing]. 

 (c)  The Texas Water Development Board [commission] 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 [commission] shall 

designate groundwater management areas using the procedures applicable to rulemaking under 

[the Administrative Procedure Act, Subchapter B,] 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 [at least 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)  a recommendation regarding whether one or more 

districts [a district] should be created in the priority groundwater management area, [or] whether 

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

combination of those actions should be taken; 

  (4)  a recommendation 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 district] should be 

created over all or part of a priority groundwater management area,[; or 

  [(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 (g). 

 (g)  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 

Procedure Act,] Section 2001.038, Government Code. 
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 SECTION 2.25.  Subsections (a) and (b), Section 35.009, Water Code, 

are amended to read as follows: 

 (a)  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 [or the area within a priority 

groundwater management area being considered for district creation or for addition to an existing 

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

the hearing [commission to consider the designation of the priority groundwater management 

area, the creation of a district in a priority groundwater management area, or the addition of land 

in a priority groundwater management area to an existing district]. 

 (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 [or the priority 

groundwater management area being considered for district creation or for addition to an existing 

district,] 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)  [At the 

conclusion of its hearing and considerations, the commission shall issue an order stating its 

findings and conclusions. 

 [(b)  If the commission finds that the land and other property in the 

priority groundwater management area would benefit from the creation of one or more districts, 

that there is a public need for one or more districts, and that the creation of one or more districts 

would further the public welfare, the commission shall issue an order stating that the creation of 

one or more districts is needed. 

 [(c)]  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 [Subsection (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 

(1) and (2). 

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

35.008 [(d)  The commission shall identify the areas subject to the order of the commission 

issued under Subsection (b) that have not been incorporated into a district and shall delineate 

proposed boundaries of a district to include those areas.  If the commission proposes the creation 

of one or more districts], 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 procedures for creation of a 

district provided in Subchapter B, Chapter 36].  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. 

 [(e)  If the commission fails to find that the district would be a benefit 

to the land and other property within the priority groundwater management area, that there is a 

public need for the district, or that creation of the district will further the public welfare, the 

commission shall issue an order stating that a district should not be created within the boundaries 

of the priority groundwater management area. 

 [(f)  An order of the commission issued under this section may not be 

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)  [If land in a priority groundwater 

management area is located adjacent to one or more existing districts, the commission, instead of 

issuing an order under Section 35.012, may issue an order recommending that the priority 

groundwater management area be added to the existing district designated by the commission.  

In its order, the commission must find that the land and other property in the priority 

groundwater management area and the land in the existing district will benefit from the addition 

of the area, that there is a public need to add the priority groundwater management area to the 

existing district, and that the addition of the land to the existing district would further the public 

welfare. 

 [(b)]  If the commission in its order under Section 35.008 [executive 

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

groundwater management area be added to an existing district [or if the commission considers it 

possible to add the priority groundwater management area to an adjacent existing district], the 
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commission shall give notice to the board of the existing district recommended in its order [by 

the executive director or considered by the commission to possibly serve the area] and to any 

other existing districts adjacent to the priority groundwater management area. 

 (b) [(c)]  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) [(d)]  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) [(f)]  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. 

 (g) [(h)]  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 board 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 regularly scheduled election or appointment of directors. 

 (h) [(i)]  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. 

 (j)  Another [another] 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.  [(1)  If voters fail to create a groundwater district in a priority groundwater 

management area or if voters fail to add the priority groundwater management area to an existing 

groundwater district, the report shall include recommendations for the future management of the 

priority groundwater management area.  The recommendations may include but are not limited 

to the following: 

   [(A)  creation of a groundwater district by the 

legislature; 

   [(B)  annexation of a priority groundwater 

management area into an existing district by the legislature; or 
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   [(C)  management of the priority groundwater 

management area by the nearest regional office of the commission.  The commission may be 

authorized to: 

    [(i)  adopt spacing and annual per acre 

pumping restrictions; 

    [(ii)  issue well permits in accordance with 

Sections 36.113 and 36.1131; 

    [(iii)  prevent waste and protect the quality 

of groundwater in accordance with Sections 36.001(8)(A)-(G); 

    [(iv)  levy administrative penalties for 

violations; and 

    [(v)  collect fees in accordance with 

Sections 36.206(a) and (b). 

  [(2)  If the commission is required by the legislature to 

manage the priority groundwater management area, a new election may not be called for three 

years from the date of the last election.] 

 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 [commission] 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 [subject to] 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 [delineation 

of management areas and 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 [executive director] for review 

and certification under Section 36.015 [submission to 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)  a statement 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 

district [any additional terms or conditions that restrict the powers of the district from those 

provided in this chapter]. 
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 [(d)  If a part of the proposed district is not included within either a 

management area or a priority groundwater management area, the petition to create a district 

may also contain a request to create a management area.  A request to create a management area 

must comply with the requirements for a petition in Section 35.005, and may be acted on by the 

commission separately from the petition to create the district.] 

 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 [as required by Section 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 [if 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 a 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 

management 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)  If the 

commission finds that a district is feasible and practicable, that it would be a benefit to the land 

in the district, and that it would be a public benefit or utility, the commission shall issue an order 

containing these findings granting the petition. 

 [(b)  If the commission finds that a district is not feasible and 

practicable, that it would not be a benefit to the land in the district, that it would not be a public 

benefit or utility, or that it is not needed, the commission by order shall deny the petition. 

 [(c)  The commission may adjust the boundaries of the proposed 

district to exclude any land that would not be benefited by inclusion in the district and is not 

necessary to the district for proper regulation of the groundwater reservoir. 

 [(d)  If the commission grants the petition to create the district, it shall 

direct in its order creating the district that an election be called by the temporary directors to 

confirm the creation of the district and to elect permanent directors. 

 [(e)  The refusal to grant a petition to create a district does not 

invalidate or affect the designation of any management area requested in the same petition. 

 [(f)  The commission shall act on the petition within a reasonable 

amount of time.] 

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

amended to read as follows: 

 (a)  If the commission is required to create [proposes that] a district 

[be created] under Section 35.012(b) [35.012(d)], it shall, without an evidentiary hearing, issue 

an order creating the district and shall provide in its order [creating the district provide] 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 [confirm 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 [or after] 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 [Not] later than the 120th [60th] 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 [include] 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. 
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 (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 regulation 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)  For a 

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 regulation 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)  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 $9,000 [$6,000] a year. 

 SECTION 2.43.  Subsection (g), Section 36.066, Water Code, is 

amended to read as follows: 

 (g)  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 [it may], in the same action, 

recovery [recover reasonable fees] 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)  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 shall] not to exceed $10,000 per day per violation, and each day of a 

continuing violation constitutes a separate violation [the jurisdiction of a justice court as 

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 [adopted after the Texas Water Development Board approval of a regional 

water plan for the region in which the district is located shall be consistent with the regional 

water plan]. 
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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: 

 (g)  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.  [The boards shall meet to consider the plans individually and shall compare 

them to other management plans then in force in the management area.]  In reviewing the 

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)  If a [A] joint meeting of the boards of directors is called, the 

meeting must be held in accordance with [the Open Meetings Act,] 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 [believes] 

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 [The] 

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)  a summary of all evidence taken in any hearing on the 

petition; 

  (2)  a list 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. 

 (j)  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 
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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. 

 (g) [(f)]  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)  [provide for] 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 [and may 

regulate the production of wells]. 

 (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 to 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)  [drilling or producing 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 a rig 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 [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 used or to be used 

to supply the domestic needs of 10 or fewer households and a person who is a member of each 

household is either the owner of the well, a person related to the owner or a member of the 

owner's household within the second degree by consanguinity, or an employee of the owner;] 

  (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.  [or alteration of the size of a well or to restrict the 

production from the well if the water produced or to be produced from the well is used or to be 

used to provide water for feeding livestock and poultry connected with farming, ranching, or 

dairy enterprises; or 

  [(4)  water wells to supply water for hydrocarbon production 

activities, regardless of whether those wells are producing, that are associated with any well 

permitted by the Railroad Commission of Texas drilled before September 1, 1985. 

 [(b)  The board shall adopt rules determining the applicability of 

Subsection (a)(3) to facilities used primarily for feeding livestock.] 



 

 
{00185659} 

 (c)  [The district shall not deny the owner of a tract of land, or his 

lessee, who has no well equipped to produce more than 25,000 gallons a day on the tract, either a 

permit to drill a well on his land or the privilege to produce groundwater from his land, subject to 

the rules of the district. 

 [(d)]  A district may not restrict the production of any well that is 

exempt from permitting under Subsection (b)(1) [equipped to produce 25,000 gallons or less a 

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 quantity of water necessary for mining activities; and 

  (3)  the quantity of water withdrawn for other purposes.  

[Nothing in this chapter applies to wells drilled for oil, gas, sulphur, uranium, or brine, or for 

core tests, or for injection of gas, saltwater, or other fluid, or for any other purpose, under permits 

issued by the Railroad Commission of Texas.  A district may not require a drilling permit for a 
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well to supply water for drilling any wells permitted by the Railroad Commission of Texas.  Any 

well that ceases to be used for these purposes and is then used as an ordinary water well is 

subject to the rules of the district.  Water wells drilled after September 1, 1997, to supply water 

for hydrocarbon production activities must meet the spacing requirements of the district unless 

no space is available within 300 feet of the production well or the central injection station.] 

 (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. 

[Water wells exempted under this section shall 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.] 

 (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 [shall require] water well [wells] exempted under Subsection 

(a) or (b) shall: 

  (1)  [this section to] be registered in accordance with rules 

promulgated by the district; and 

  (2)  [before drilling.  All exempt water wells shall] 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. 

 (j) [(h)]  A well to supply water for a subdivision of land for which a 

plat approval is required by Chapter 232, Local Government Code, [law] is not exempted under 

Subsection (b) [this section]. 

 (k)  Groundwater withdrawn from a well exempt from permitting or 

regulation 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. 

 (l)  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 [for a 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)  a rate 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. 

 (f) [(c)  Before issuing a permit under this section, the district must 

give notice of the application and hold a public hearing. 

 [(d)]  In reviewing a proposed transfer of groundwater out of the 

district [determining whether to issue a permit under this section], 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; 

  (2)  [the availability of feasible and practicable alternative 

supplies to the applicant; 

  [(3)  the amount and purposes of use in the proposed 

receiving area for which water is needed; 

  [(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. 

 (g) [(e)]  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) [(d)] warrant the limitation, subject to Subsection (c). 

 (h) [(f)]  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 years if construction of a conveyance system 

has been initiated prior to the issuance of the permit. 
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 (j)  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 regular 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. 

 (l)  A district is prohibited from using revenues obtained under 

Subsection (e) to prohibit the transfer of groundwater outside of a district.  A district is not 

prohibited from using revenues obtained under Subsection (e) 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) [(h)]  This section applies only to a transfer of water that is 

permitted [initiated or increased] after September 1, 1997 [the effective date of this section]. 

 (o) [(i)]  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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 (q)  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)  A district 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 

fees [Fees based on the amount of water to be withdrawn from a well] shall not exceed: 

  (1)  $1 [one dollar] per acre-foot payable annually [acre foot] 

for water used for agricultural use [the purpose of irrigating agricultural crops]; or 

  (2)  $10 per acre-foot payable annually [17 cents per 

thousand gallons] 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 (c)(2) that also] may assess a water use fee against a specific municipality 

in [shall assess] 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; [or] 

  (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. 

 (g)  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 [crop or livestock 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's taxing authority]; 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, Regular 

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) [(d)]  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) [(f)]  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, Regular Session, 1983, is defined as a municipal corporation and political 

subdivision pursuant to Chapter 405, Acts of the 76th Legislature, Regular 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 municipal use].  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 aquifer, 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: 

 (a)  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)  [that produces 10 million gallons or less annually; or 

  [(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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 (g)  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, 2006, 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. 



 

 
{00185659} 

 (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)  in any 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. 

 (f)  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 III 

  (4)  Place 4:  Joseph Dial 

  (5)  Place 5:  Stephen Diebel 

  (6)  Place 6:  Jerry James 

  (7)  Place 7:  Denise McCue 

 (b)  If a temporary 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)  a well 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)  a well 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. 



 

 
{00185659} 

 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. 



 

 
{00185659} 

 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)  In each 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. 

 (j)  If a vacancy 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 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 3.0605.  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. 

 (g)  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.  

(a)  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.  

(a)  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 Volume 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. 



 

 
{00185659} 

 (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. 

 (g)  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 Hinojosa; 

  (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 a majority 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. 

 (g)  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.  

(a)  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. 

 (g)  If a director 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. 

 (g)  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. 

 (j)  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)  Ernest T. 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. 

 (g)  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)  In an 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. 

 (j)  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: 



 

 
{00185659} 

  (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. 

 (g)  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.  

(a)  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 
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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 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 3.1105.  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. 

 (g)  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 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 3.1205.  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)  a fee negotiated between the district and the transporter; 

or 
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  (2)  a combined 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 
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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)  a fee negotiated between the district and the transporter; 

or 

  (2)  a combined 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. 



 

 
{00185659} 

 (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 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 
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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. 

 (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. 
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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 



 

 
{00185659} 

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 



 

 
{00185659} 

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)  a fee negotiated between the district and the transporter; 

or 

  (2)  a combined 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. 
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 (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 



 

 
{00185659} 

   (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 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: 
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   (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. 

 (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 3.1510.  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. 

 (c)  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, Volume 

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 Volume 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 Volume 

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 Volume 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 XVI, 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 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 3.1611.  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 III, 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)  a county; 

   (C)  a river 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 regulatory 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 III, 

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.  

(a)  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 

regulatory 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 

(a)(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 regulatory activities with 

respect to a project, only if the executive administrator makes a written finding that the applicant: 



 

 
{00185659} 

  (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 III, 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 III, 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. 

 (g)  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: 

 (j)  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: 

 (a)  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 

[desalinization], 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 [of this chapter], the storage acquisition fund created under 

Subchapter E [of this chapter], the research and planning fund created under Subchapter F [of 

this chapter], the hydrographic survey account created under Subchapter M [of this chapter], 

provided the hydrographic survey account transfer does not exceed $425,000, [and] the aquatic 

vegetation management fund created under Subchapter N, and the rural water assistance fund 

created under Subchapter P [of this chapter]. 

 SECTION 4.07.  Subsections (a) and (b), Section 15.102, Water Code, 

are amended to read as follows: 

 (a)  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 [desalinization] 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: 

 (a)  The board, by resolution, may approve an application for financial 

assistance [a loan] 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 [LOANS 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; [or] 

  (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)  In a determination 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 [underground water]; 

  (6)  desalination [desalinization]; 

  (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 I 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 [underground water] conservation districts, to political subdivisions, and 

to other districts created under Article III, Sections 52(b)(1) and (2), or Article XVI, 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) [(10)]  "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) [(11)]  "Revolving fund" means the state water pollution 

control revolving fund. 

  (13) [(12)]  "Safe Drinking Water Act" means Title XIV 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) [(13)]  "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) [(14)]  "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: 

 (a)  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 a source 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 VI 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 

[political 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 III, 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 [improvement to 

district facilities]. 

  (6)  "Lender district" means a political subdivision, including 

a soil and water conservation district under Chapter 201, Agriculture Code, a groundwater [an 

underground water] conservation district created under Article XVI, Section 59, of the Texas 

Constitution, or a district or authority created under Article III, 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)  a soil and water conservation district under Chapter 201, 

Agriculture Code; 

  (2)  a groundwater conservation district created under 

Section 59, Article XVI, Texas Constitution; or 

  (3)  a district or authority created under Section 52(b)(1), 

Article III, 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[; 

  [(4)  for preparing and maintaining land to be used for brush 

control activities, including but not limited to activities conducted pursuant to Chapter 203, 

Agriculture Code; or 

  [(5)  for implementing precipitation enhancement activities 

in areas of the state where such activities would be, in the board's judgment, most effective]. 

 (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 [for use on district facilities]. 

 (d) [(c)]  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) [(d)]  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 board 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 (b)-(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 aquatic 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 aquatic herbicide, or applies the aquatic herbicide in a manner that violates 

federal or state law, rules, or regulations. 

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[, "sole-source] surface drinking water 

supply" means a body of surface water that[: 

  [(1)]  is designated as a sole-source surface drinking [public] 

water supply in rules adopted by the commission [under Section 26.023; and 

  [(2)  is the single source of supply of a public water supply 

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[: 

  [(1)  in the watershed of a sole-source surface drinking water 

supply; and 

  [(2)  sufficiently close, as determined by the commission by 

rule, to an intake of a public water supply system in the sole-source surface drinking water 
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supply that contaminants discharged from the concentrated animal feeding operation could 

potentially affect the public drinking water supply]. 

 (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 
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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 III, 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 develop] 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 [alternate] 

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 regulatory authority adopts the methodology 

before the date the rate application was administratively complete. 
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 (d)  A regulatory 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 methodologies], 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)  a billing 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. 

 (g)  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) [(c)]  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 regulatory authority receives at least the number of 

complaints from ratepayers required for the regulatory authority to set a hearing under 

Subsection (e), the regulatory 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 regulatory authority; or 

  (2)  150 days by the commission. 

 (l)  At any 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 regulatory 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) [(d)]  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: 



 

 
{00185659} 

  (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 

regulations 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 

regulations 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 subchapter establishes a unified statewide program for 

underground and surface water protection, and any local] regulation or ordinance adopted by a 

local government that imposes standards [is effective only to the extent the regulation or 

ordinance does not conflict with the standards adopted] for the design, construction, installation, 

or operation of underground storage tanks is not valid [under this subchapter]. 

 (c)  This section does not apply to a rule adopted by the Edwards 

Aquifer Authority, or to a regulation 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: 



 

 
{00185659} 

 (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 [115,000] 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 [93,000] 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, [or] 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 
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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)  a food or fiber commodity [commodities] 

grown for resale or commercial purposes that provides [provide] 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: 

 (a)  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 

[Section 2256.007], 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)  A district, 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. 

 (j)  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: 

 (c)  The board may [by resolution] 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 [not to exceed three years 

after acceptance 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, [after any bonds are finally approved 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)  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, [or] (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 
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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. 

 (g)  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 [SURPLUS LAND] 

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 
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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 [shall] not apply to this section 

[subsection]. 

 (c)  Before either a public or a private sale of real property [not 

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 [not required by the district] shall be applied to 

retire outstanding bonds of the district [when required 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 [or land not required 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 
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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 [bond] 

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 begun, or if it is necessary to decrease or increase the quantity 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 

[to contracts] 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. 

 (j)  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 

[by the district's operator if the cost of the repair is less than or equal to the advertising 

requirements of this section]. 

 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; [or] 

  (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)  a district 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)  a district 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 [in] 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, [bonds] for financing a plan approved in accordance with this section, [the 

establishment of the fire 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, [or] 

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 of the fire 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 [in detail] the 

contract and [facilities and equipment to be devoted to service to the district and all proposals for 

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.  [Before adoption of a plan and any contract 

by the district, the board shall hold a hearing at which any person residing in the district may 

present testimony for and against the proposed plan and any proposed contract.  Notice of the 

hearing and the place at which the plan and any contract may be examined shall be posted in two 

public places within the district at least 10 days before the date of the hearing.] 

 (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 

disapproval, the commission shall hold a hearing.  Notice of the hearing before the commission 

shall be posted by the board in at least two public places in the district at least five days before 

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." 

 (j)  [No funds of the district may be used to establish a fire 

department, to enter into joint operation of a fire department, or to contract for fire-fighting 

services without the approval of a plan by the electors as provided in this section.  However, the 

district may use available funds for preparation of a plan and any contract.]  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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 (l)  Notwithstanding the requirements of Subsections (a)-(j), a district 

providing potable water or sewer service to household users may as part of its billing 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 legislature 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)  it is 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 III, 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)  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 [county] 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)  regulate privileges on any land or any easement owned 

or controlled by the district; or 

  (5)  provide and regulate 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 regulation 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 collector] 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 [county] 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 [county] 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 [accept], operate, and maintain street lighting or 

security lighting within public utility easements or public rights-of-way within the boundaries of 

the district.  [Such street or security lighting facilities must have been constructed by an owner or 

developer of property within the district and must have been required by a city as a condition to 

the city granting its consent to the creation of the district pursuant to Section 54.016 of this 

code.]  A district may not issue bonds supported by ad valorem taxes to pay for the purchase, 

installation, [development] 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)  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: 

 (a)  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)  regulate 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 

III, 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 board 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: 

 (a)  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)  [that produces 10 million gallons or less annually; or 

  [(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: 

 (a)  The authority may: 

  (1)  acquire and provide by purchase, gift, [or] 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 III, 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 III, 

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 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 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: 

(c)  In the 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: 

(a)  The authority may [shall] develop a procedure for cooperatively funding a project of 

the authority with money from other political subdivisions located entirely [districts] inside [of] 

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 [districts]. 

(c)  A political subdivision [district] may enter into a contract with the authority for the 

political subdivision [district] to finance a portion of the proposed project with the political 

subdivision's [district'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 [district] 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 [district] 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 III, 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 

 

 

I 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 

 

 

 

 

I 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 
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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)  a site 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. 



 

 
{00185659} 

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 III, 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    

I 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: 

(c)  In the manner described by Section 49.103(d), Water Code, the board shall redraw 

the single-member voting districts [as required by law] as soon as practicable after[: 

 [(1)]  each federal decennial census[;] and as otherwise required by law 

 [(2)  any change in the boundaries of the authority which increases the total area 

of the authority by more 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. 

(f)(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. 

(g)  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 (e).  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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(j)  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 regulate. 

(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 III, 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 

I 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 
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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), (f), (g), and 

(h) to read as follows: 

(b)  The authority includes the [only 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 II, Chapter 2, Acts of the 72nd Legislature, 3rd Called Session, 1992 

(Article II, 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. 

(g)  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)  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 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 III, Texas Constitution.  If 

this Act does not receive the vote necessary for immediate effect, this Act takes effect September 

1, 2011. 

  



 

 
{00185659} 

______________________________ ______________________________ 

    President of the Senate Speaker of the House       

 

I 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    

 

I 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 be subject to a groundwater reduction requirement imposed by the 

subsidence district; or 

(2)  is no longer subject to the regulatory 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 III, 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       

 

I 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    

 

I 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        

 



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: Additional Funding for Expansion of NEWPP

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
Name

Contact
Name

Address Phone Fax Email

Applicant
Engineer

AECOM Steve
Bercken
hoff,
P.E.

19219 Katy
Freeway, Ste 100
Houston
TX
77094-1009

281-675-
1859

281-646-
2401

steve.berckenhoff
@aecom.com

Bond Counsel Orrick,
Herringt
on &
Sutcliffe
LLP

Jerry V.
Kyle, Jr.

300 West 6th St.,
Ste 1850
Austin
TX
78701-3956

512-575-
6001

512-560-
2998

jkyle@orrick.com

Financial Advisor The
GMS
Group,
L.L.C.

John
Howell

5075 Westheimer,
Ste 1175
Houston
TX
77056-5675

713-626-
3552

713-626-
3347

jhowell@gmsgrou
p.com

Certified Public
Accountant (or
other appropriate
rep

North
Harris
County
Regional
Water
Autho

Cyndi
Plunkett

3648 Cypress
Creek Parkway,
Ste 110
Houston
TX
77068-3609

281-440-
3924

281-440-
4104

cyndi@nhcrwa.co
m



   

Contributor Contracts (documents follow this page)

   

879912

Application Engineer

879913

Bond Counsel

879914

Financial Advisor

879915

Certified Public Accountant

879916

Legal Counsel

879917

Engineer

1038850

Financial Advisor

Legal Counsel Radcliffe
Bobbitt
Adams
Polley,
PLLC

Jonatha
n D.
Polley

2929 Allen
Parkway, Ste
3450
Houston
TX
77019-7120

713-237-
1221

713-237-
1313

jpolley@rbaplaw.c
om

Any other
Contributor
representing the
Applicant before
the board

Freese
and
Nichols,
Inc.

Michael
Reedy,
P.E.

10497 Town and
Country Way, Ste
600
Houston
TX
77024-1133

713-600-
6828

817-735-
7491

mvr@freese.com

Any other
Contributor
representing the
Applicant before
the board

RBC
Capital
Markets

Gene
Shepher
d

1001 Fannin St.,
Ste 1200
Houston
TX
77002-6742

713-651-
3338

713-651-
3347

eugene.shepherd
@rbccm.com



Agreement between North Harris County Regional Water Authority 
 

and 
 

Turner Collie & Braden, Inc. 
  

 











































































Agreement between North Harris County Regional Water Authority 
 

and 
 

Orrick, Herrington & Sutcliffe LLP  

 















Agreement between North Harris County Regional Water Authority 
 

and 
 

GMS Group, L.L.C. 
  

 











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 
 

 















Agreement between North Harris County Regional Water Authority 
 

and 
 

Freese and Nichols, Inc. 
  

 





























































Agreement between North Harris County Regional Water Authority 
 

and 
 

RBC Dain Rauscher, Inc. 
  

 

















A6 & A7
   

Counties

   

Harris

   

Identify the Applicant's total service area population:: 938,598

Funding Program(s)
   

Funding Programs

   

SWIFT: $222,070,000

Other Funding Sources
   

Other Funding Sources

   

   

Other Funding Comments: N/A

Funding Source Type of Funds
(Loan, Grant, etc.)

Amount ($) Date Applied for
Funding

Anticipated or
Funding Secured

Date



Funding_1 N/A



Funding & Project Type
   

Has this project received TWDB funding for any other project phases?: Y

Requesting Funding for Planning: N

Requesting Funding for Acquisition: N

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.

   



 



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: 

00251188 

Planning and Governmental Mark Evans 
Affairs Director North Harris County Regional Water Authority 

3648 Cypress Creek Parkway, Suite 110 
Houston, Texas 77068 

Financial Assistant 

Co-Financial Advisor: 

Co-Financial Advisor: 

Program Manager: 

Engineer: 

Co-Bond Counsel: 

(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 

Robin S. Bobbitt/Jonathan D. Polley 
Radcliffe Bobbitt Adams Polley PLLC 
America Tower 
2929 Allen Parkway, Suite 3450 
Houston, Texas 77019 
(713) 237-1221 

2 



Co-Bond Counsel: 

00251188 

Robert M. Collie, Jr./Jerry Kyle 
Orrick, Herrington & Sutcliffe LLP 
609 Main Street, 40th Floor 
Houston, TX 77002 
(713) 658-6779 

[SIGNATURE PAGE FOLLOWS] 
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EXECUTED as of the 2nd day of April, 2018. 

ATTEST: 

Secretary, Bomtflof Director 

00251188 4 



 



THE STATE OF TEXAS 

COUNTY OF HARRIS 

CERTIFICATE FOR RESOLUTION 

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: 

1. The Board convened in regular session, open to the public, on the 211
d 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 
Kelly P. Fessler 
Lenox A. Sigler 
Ron Graham 
Jim Pulliam 

President 
Vice President 
Secretary 
Assistant Secretary 
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 
THE NORTHEAST WATER PURIFICATION PLANT 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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purpose; such meeting was open to the public, as required by law, and public notice of the time, 
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 211
ct day of April, 2018. 

AyA f:,1,L._ 
Secretary, Board of Directors 

(A 
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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 § 

TENTH SUPPLEMENTAL RESOLUTION AUTHORIZING ISSUANCE OF 
NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY SENIOR 
LIEN REVENUE BONDS; PRESCRIBING THE TERMS AND CONDITIONS 
THEREOF; PROVIDING FOR PAYMENT THEREOF AND THE SECURITY 
THEREFOR; MAKING OTHER PROVISIONS REGARDING SUCH BONDS; 
AND CONTAINING OTHER MATTERS RELATED THERETO 

BE IT RESOLVED AND ORDERED BY THE BOARD OF DIRECTORS OF NORTH 
HARRIS COUNTY REGIONAL WATER AUTHORITY:   

ARTICLE I 
 

FINDINGS AND DETERMINATIONS 

Section 1.1 Findings and Determinations.  It is hereby officially found and determined 
that: 

(a) Pursuant to a Master Resolution adopted on May 19, 2003 (the “Master 
Resolution”) the Board of Directors (the “Board”) of the North Harris County Regional 
Water Authority (the “Authority”) provided for the establishment of a financing program 
for revenue-supported obligations of the Authority issued to carry out the powers and 
authority conferred by the Act.   

(b) The Master Resolution authorized the adoption of Supplemental 
Resolutions (hereinafter defined) to provide for the authorization, issuance, sale and 
delivery, and to establish certain terms (including the form, characteristics, interest 
rate(s), and provisions of payment and redemption) of each series or installment of Senior 
Lien Obligations (hereinafter defined) issued thereunder.   

(c) The Board has previously authorized the issuance of the Previously Issued 
Senior Lien Obligations (hereinafter defined) pursuant to the Master Resolution. 

(d) The Board has determined that it is in the best interest of the Authority to 
issue a series of bonds as Senior Lien Obligations as herein provided, which Senior Lien 
Obligations shall be issued pursuant to the Master Resolution and particularly Section 3.4 
thereof. 

[End of Article I] 



 

2 
 4126-3074-8691.1 
 

ARTICLE II 
 

AUTHORITY AND DEFINITIONS 

Section 2.1 Supplemental Resolution.  This Resolution is authorized pursuant to 
Sections 3.1 and 6.5 of the Master Resolution. 

Section 2.2 Definitions.  Capitalized terms used in this Resolution and not otherwise 
defined herein shall have the meanings assigned to such terms in Section 2.1 of the Master 
Resolution.  In addition, capitalized terms used in this Resolution and in the recitals hereto shall 
have the meanings set forth in Exhibit A 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 herein defined. 

Section 2.3 Rules of Construction.  For all purposes of this Resolution, unless the 
context requires otherwise, all references to designated Articles, Sections and other subdivisions 
are to articles, sections and other subdivisions of this Resolution.  References to any 
constitutional, statutory or regulatory provision means such provision as it exists on the date this 
Resolution is adopted by the Board and any future amendment thereto or successor provision 
thereof. 

Section 2.4 Interpretations.  All terms defined herein and all pronouns used in this 
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 Resolution and the Table of Contents of this 
Resolution have been inserted for convenience of reference only and are not to be considered a 
part hereof and shall not in any way modify or restrict any of the terms or provisions hereof.  
This Resolution and all the terms and provisions hereof shall be liberally construed to effectuate 
the purposes set forth herein and to sustain the validity of the Series 2018 Bonds and the validity 
of the lien on and pledge of the Net Revenues to secure the payment of the Series 2018 Bonds. 

[End of Article II] 
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ARTICLE III 
 

AUTHORIZATION AND TERMS OF THE SERIES 2018 BONDS 

Section 3.1 Authorization, Terms and Purpose.  In accordance with and subject to the 
terms, conditions and limitations established in the Master Resolution and this Resolution, a 
series of Bonds, which shall be designated as the “NORTH HARRIS COUNTY REGIONAL 
WATER AUTHORITY SENIOR LIEN REVENUE BONDS, SERIES 2018”, is hereby 
authorized to be issued in an aggregate principal amount of __________ MILLION __________ 
THOUSAND AND NO/100 DOLLARS ($____________).  The Series 2018 Bonds shall be 
issued for the purposes of (a) financing the design, acquisition, construction, expansion, 
improvement, renovation and equipment of the System; (b) funding a debt service reserve fund 
or a Reserve Fund Obligation; (c) funding capitalized interest; and (d) paying costs of issuance 
of the Series 2018 Bonds, all under and pursuant to the authority of the Act and all other 
applicable law.   

Section 3.2 Interest Payment Dates, Interest Rates and Maturities.   

(a) The Bonds shall be dated __________, 2018. The Bonds shall be issued in 
fully registered form, without coupons, in the denomination of $5,000 or any integral 
multiple thereof (an “Authorized Denomination”). The Bonds shall be numbered 
separately from R-l upward. 

(b) The Bonds shall mature on December 15 in the years and in the principal 
amounts and shall bear interest at the rates set forth in the following schedule: 

Year 
Principal 

Amounts ($) 
Interest 

Rates (%) Year 
Principal 

Amounts ($) 
Interest 

Rates (%) 
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      

(c) Interest shall accrue and be payable on each Bond respectively until its 
maturity or prior redemption, from the Issuance Date or the most recent interest payment 
date to which interest has been paid or provided for at the rates set forth above. Such 
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interest shall be payable semiannually until maturity or prior redemption on each Interest 
Payment Date, computed on the basis of a 360-day year of twelve 30-day months. 

(d) If interest on any Series 2018 Bond is not paid on any Interest Payment 
Date and continues unpaid for thirty (30) days thereafter, the Paying Agent/Registrar 
shall establish a new record date for the payment of such interest, to be known as a 
“Special Record Date.”  The Paying Agent/Registrar shall establish a Special Record 
Date when funds to make such interest payment are received from or on behalf of the 
Authority.  Such Special Record Date shall be fifteen (15) days prior to the date fixed for 
payment of such past due interest, and notice of the date of payment and the Special 
Record Date shall be sent by United States mail, first class, postage prepaid, not later than 
five (5) days prior to the Special Record Date, to each affected Registered Owner as of 
the close of business on the day prior to mailing of such notice. 

Section 3.3 Redemption Prior to Maturity.  The Bonds shall be subject to redemption 
before their scheduled maturity only as provided in this Section. 

(a) Mandatory Redemption.  The Bonds shall not be subject to mandatory 
redemption prior to their scheduled maturity. 

(b) Optional Redemption.  The Authority reserves the right and option to 
redeem Bonds maturing on and after December 15, 20__, in inverse order of maturity, in 
whole or in part before their respective scheduled maturity dates, on December 15, 20__, 
or on any date thereafter (such redemption date or dates to be fixed by the Authority), at a 
price equal to the principal amount of the Series 2018 Bonds so called for redemption 
plus accrued interest to the date fixed for redemption. The Authority, at least forty-five 
(45) days before the redemption date, shall notify the Paying Agent/Registrar of such 
redemption date and of the principal amount of Series 2018 Bonds to be redeemed. 

(c) Partial Redemption.   

(i) If less than all of the Series 2018 Bonds are to be redeemed, the 
Authority shall determine the maturity or maturities to be redeemed and shall 
direct the Paying Agent/Registrar to call by lot the Series 2018 Bonds or portion 
thereof, within such maturity or maturities and in such principal amounts for 
redemption. 

(ii) A portion of a single Series 2018 Bond of a denomination greater 
than $5,000 may be redeemed, but only in a principal amount equal to $5,000 or 
any integral multiple thereof. If such a Series 2018 Bond is to be partially 
redeemed, the Paying Agent/Registrar shall assign a separate number for each of 
$5,000 portion of Series 2018 Bonds and sell the portion or portions of the Series 
2018 Bonds to be redeemed by lot or by any other customary method that results 
in a random selection. 

(iii) Upon surrender of any Series 2018 Bond for redemption in part, 
the Paying Agent/Registrar, in accordance with the provisions of this Resolution, 
shall authenticate and deliver an exchange Series 2018 Bond or Bonds in an 
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aggregate principal amount equal to the unredeemed portion of the Series 2018 
Bond so surrendered, such exchange being without charge notwithstanding any 
provision herein to the contrary. 

(iv) The Paying Agent/Registrar shall promptly notify the Authority in 
writing of the principal amount to be redeemed of any Series 2018 Bond as to 
which only a portion thereof is to be redeemed. 

Section 3.4 Manner of Payment, Characteristics, Execution, and Authentication.  The 
Paying Agent/Registrar shall be the paying agent for the Series 2018 Bonds.  The Series 2018 
Bonds shall be payable, shall have the characteristics, shall be signed and executed, shall be 
sealed, and shall be authenticated, all as provided and in the manner indicated in the FORM OF 
SERIES 2018 BONDS attached hereto as Exhibit B.  The Series 2018 Bonds initially delivered 
shall also have attached or affixed thereto the registration certificate of the Comptroller of Public 
Accounts of the State of Texas.  If any person serving as an officer of the Authority, whose 
manual or facsimile signature shall appear on the Series 2018 Bonds, shall cease to be such 
officer before the authentication of the Series 2018 Bonds or before the delivery of any Series 
2018 Bond, such person’s manual or facsimile signature shall nevertheless be valid and sufficient 
for all purposes as if such person had remained in such office on the date of authentication or 
delivery of such Series 2018 Bond. 

If the date of payment of principal of or interest on any Series 2018 Bond is not a 
Business Day, then the date for such payment shall be the next succeeding Business Day, and 
payment on such date shall have the same force and effect as if made on the original date such 
payment was due. 

Any portion of the text of any Series 2018 Bonds may be set forth on the reverse thereof, 
with an appropriate reference thereto on the face of the Series 2018 Bond.  The definitive Series 
2018 Bonds shall be printed, lithographed, engraved, or typewritten or produced by any 
combination of these methods, or produced in any other manner, all as determined by the officers 
executing such Series 2018 Bonds as evidenced by their execution thereof, but the initial Series 
2018 Bonds submitted to the Attorney General of Texas may be typewritten, photocopied, or 
otherwise reproduced. 

Section 3.5 Ownership.  The Authority, the Paying Agent/Registrar and any other 
person may treat the person in whose name any Series 2018 Bond is registered as the absolute 
owner of such Series 2018 Bond for the purpose of mailing payment of the principal and 
premium, if any, thereof, and for the further purpose of making payment of interest thereon, for 
the purpose of giving notice to the Owners of the Series 2018 Bonds, and for all other purposes, 
whether or not such Series 2018 Bond is overdue, and neither the Authority nor the Paying 
Agent/Registrar shall be bound by any notice or knowledge to the contrary.  All payments made 
to the person deemed to be the Owner of any Series 2018 Bond in accordance with this Section 
shall be valid and effectual and shall discharge the liability of the Authority and the Paying 
Agent/Registrar upon such Series 2018 Bond to the extent of the sums paid. 

Section 3.6 Registration, Transfer, and Exchange.  So long as any Series 2018 Bonds 
remain Outstanding, the Paying Agent/Registrar shall keep the Register at its principal corporate 
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trust office, in which, subject to such reasonable regulations as it may prescribe, the Paying 
Agent/Registrar shall provide for the registration and transfer of the Series 2018 Bonds in 
accordance with the terms of this Resolution. 

Each Series 2018 Bond shall be transferable only upon presentation and surrender thereof 
at the principal corporate trust office of the Paying Agent/Registrar, duly endorsed for transfer, 
or accompanied by an assignment duly executed by the Registered Owner or his authorized 
representative in form satisfactory to the Paying Agent/Registrar.  Upon due presentation of any 
Series 2018 Bond for transfer, the Paying Agent/Registrar shall authenticate and deliver in 
exchange therefor, within seventy-two (72) hours after such presentation, a new Series 2018 
Bond or Series 2018 Bonds, registered in the name of the transferee or transferees, in authorized 
denominations and of the same maturity and aggregate principal amount and bearing interest at 
the same rate as the Series 2018 Bond or Series 2018 Bonds so presented. 

Each Series 2018 Bond shall be exchangeable upon presentation and surrender thereof at 
the principal corporate trust office of the Paying Agent/Registrar for a Series 2018 Bond or 
Series 2018 Bonds of the same maturity and bearing interest at the same rate and in any 
authorized denomination, in an aggregate principal amount equal to the unpaid principal amount 
of the Series 2018 Bond or Series 2018 Bonds presented for exchange.  The Paying 
Agent/Registrar shall be and is hereby authorized to authenticate and deliver exchange Series 
2018 Bonds in accordance with the provisions of this Section.  Each exchanged or replaced 
Series 2018 Bond delivered by the Paying Agent/Registrar in accordance with this Section shall 
be entitled to the benefits and security of this Resolution to the same extent as the Series 2018 
Bond or Series 2018 Bonds in lieu of which such Series 2018 Bond is delivered. 

The Authority or the Paying Agent/Registrar may require the Owner of any Series 2018 
Bond to pay a sum sufficient to cover any tax or other governmental charge that may be imposed 
in connection with the transfer or exchange of such Series 2018 Bond.  Any fee or charge of the 
Paying Agent/Registrar for such transfer or exchange shall be paid by the Authority. 

Section 3.7 Book-Entry Only System.  The Series 2018 Bonds shall be initially issued 
in the form of a separate single fully registered bond for each of the maturities thereof.  Upon 
initial issuance, the ownership of each such Series 2018 Bond shall be registered in the name of 
Cede & Co., as nominee of DTC, and except as provided in Section 3.9 hereof, all of the 
Outstanding Series 2018 Bonds shall be registered in the name of Cede & Co., as nominee of 
DTC .  Upon delivery by DTC to the Paying Agent/Registrar of written notice to the effect that 
DTC has determined to substitute a new nominee in place of Cede & Co., and subject to the 
provision in this Resolution with respect to interest checks being mailed to the Owner at the 
close of business on the Record Date, the word “Cede & Co.” in this Resolution shall refer to 
such new nominee of DTC. 

With respect to Series 2018 Bonds registered in the name of Cede & Co., as nominee of 
DTC, the Authority and the Paying Agent/Registrar shall have no responsibility or obligation to 
any DTC Participant or to any person on behalf of whom such a DTC Participant holds an 
interest in the Series 2018 Bonds.  Without limiting the immediately preceding sentence, the 
Authority and the Paying Agent/Registrar shall have no responsibility or obligation with respect 
to (a) the accuracy of the records of DTC, Cede & Co. or any DTC Participant with respect to 
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any ownership interest in the Series 2018 Bonds, (b) the delivery to any DTC Participant or any 
other person, other than a Bondholder, as shown on the Register, of any notice with respect to the 
Series 2018 Bonds, including any notice of redemption or (c) the payment to any DTC 
Participant or any other person, other than an Owner, as shown in the Register of any amount 
with respect to principal of Series 2018 Bonds, premium, if any, or interest on the Series 2018 
Bonds. 

Except as provided in Section 3.9 of this Resolution, the Authority and the Paying 
Agent/Registrar shall be entitled to treat and consider the person in whose name each Series 
2018 Bond is registered in the Register as the absolute owner of such Series 2018 Bond for the 
purpose of payment of principal of, premium, if any, and interest on Series 2018 Bonds, for the 
purpose of giving notices of redemption and other matters with respect to such Series 2018 
Bond, for the purpose of registering transfer with respect to such Series 2018 Bond, and for all 
other purposes whatsoever.  The Paying Agent/Registrar shall pay all principal of Series 2018 
Bonds, premium, if any, and interest on the Series 2018 Bonds only to or upon the order of the 
respective Owners, as shown in the Register as provided in this Resolution, or their respective 
attorneys duly authorized in writing, and all such payments shall be valid and effective to fully 
satisfy and discharge the Authority’s obligations with respect to payment of principal of, 
premium, if any, and interest on the Series 2018 Bonds to the extent of the sum or sums so paid.  
No person other than an Owner shall receive a Series 2018 Bond certificate evidencing the 
obligation of the Authority to make payments of amounts due pursuant to this Resolution. 

The Paying Agent/Registrar and the Authority acting by and through an Authorized 
Representative, may enter into a Letter of Representations with DTC to implement the book-
entry only system of Series 2018 Bond registration described above and all prior acts of the 
Authorized Representatives in this regard are hereby ratified and confirmed. 

Section 3.8 Payments and Notices to Cede & Co.  Notwithstanding any other 
provision of this Resolution to the contrary, as long as any Series 2018 Bonds are registered in 
the name of Cede & Co., as nominee of DTC, all payments with respect to principal of, 
premium, if any, and interest on the Series 2018 Bonds, and all notices with respect to such 
Series 2018 Bonds shall be made and given, respectively, in the manner provided in the Letter of 
Representations. 

Section 3.9 Successor Securities Depository; Transfer Outside Book-Entry Only 
System.  In the event that the Authority or the Paying Agent/Registrar determines that DTC is 
incapable of discharging its responsibilities described herein and in the representation letter of 
the Authority to DTC, and that it is in the best interest of the beneficial owners of the Series 2018 
Bonds that they be able to obtain certificated Series 2018 Bonds, the Authority or the Paying 
Agent/Registrar shall (a) appoint a successor securities depository, qualified to act as such under 
Section 17(a) of the Securities and Exchange Act of 1934, as amended, notify DTC of the 
appointment of such successor securities depository and transfer one or more separate Series 
2018 Bonds to such successor securities depository or (b) notify DTC of the availability through 
DTC of Series 2018 Bonds and transfer one or more separate Series 2018 Bonds to DTC 
Participants having Series 2018 Bonds credited to their DTC account.  In such event, the Series 
2018 Bonds shall no longer be restricted to being registered in the Register in the name of Cede 
& Co., as nominee of DTC, but may be registered in the name of the successor securities 
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depository, or its nominee, or in whatever name or names Owners transferring or exchanging 
Series 2018 Bonds shall designate, in accordance with the provisions of this Resolution. 

Section 3.10 Cancellation.  All Series 2018 Bonds paid or redeemed in accordance with 
this Resolution, and all Series 2018 Bonds in lieu of which exchanged Series 2018 Bonds or 
replacement Series 2018 Bonds are authenticated and delivered in accordance herewith, shall be 
canceled and destroyed upon the making of proper records regarding such payment or 
redemption.  The Paying Agent/Registrar shall periodically furnish the Authority with 
certificates of destruction of such Series 2018 Bonds. 

Section 3.11 Replacement Series 2018 Bonds.  Upon the presentation and surrender to 
the Paying Agent/Registrar of a damaged or mutilated Series 2018 Bond, the Paying 
Agent/Registrar shall authenticate and deliver in exchange therefor a replacement Series 2018 
Bond of like maturity, interest rate, and principal amount, bearing a number not 
contemporaneously outstanding.  The Authority or the Paying Agent/Registrar may require the 
Owner of such Series 2018 Bond to pay a sum sufficient to cover any tax or other governmental 
charge that may be imposed in connection therewith and any other expenses connected 
therewith, including the fees and expenses of the Paying Agent/Registrar. 

If any Series 2018 Bond is destroyed, lost or stolen, the Authority, pursuant to the 
applicable laws of the State of Texas and in the absence of notice or knowledge that such Series 
2018 Bond has been acquired by a bona fide purchaser, shall execute and the Paying 
Agent/Registrar shall authenticate and deliver a replacement Series 2018 Bond of like maturity, 
interest rate, and principal amount, bearing a number not contemporaneously outstanding, 
provided that the Owner thereof shall have: 

(a) Furnished to the Authority and the Paying Agent/Registrar satisfactory 
evidence of the ownership of and the circumstances of the loss, destruction or theft of 
such Series 2018 Bond; 

(b) Furnished such security or indemnity as may be required by the Paying 
Agent/Registrar and the Authority to save them harmless; 

(c) Paid all expenses and charges in connection therewith, including, but not 
limited to, printing costs, legal fees, fees of the Paying Agent/Registrar and any tax or 
other governmental charge that may be imposed; and 

(d) Met any other reasonable requirements of the Authority and the Paying 
Agent/Registrar. 

If, after the delivery of such replacement Series 2018 Bond, a bona fide purchaser of the original 
Series 2018 Bond in lieu of which such replacement Series 2018 Bond was issued presents for 
payment such original Series 2018 Bond, the Authority and the Paying Agent/Registrar shall be 
entitled to recover such replacement Series 2018 Bond from the person to whom it was delivered 
or any person taking therefrom, except a bona fide purchaser, and shall be entitled to recover 
upon the security or indemnity provided therefor to the extent of any loss, damage, cost, or 
expense incurred by the Authority or the Paying Agent/Registrar in connection therewith. 
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If any such damaged, mutilated, destroyed, lost, or stolen Series 2018 Bond has become 
or is about to become due and payable, the Authority in its discretion may, instead of issuing a 
replacement Series 2018 Bond, authorize the Paying Agent/Registrar to pay such Series 2018 
Bond. 

Each replacement Series 2018 Bond delivered in accordance with this Section shall be 
entitled to the benefits and security of this Resolution to the same extent as the Series 2018 Bond 
or Series 2018 Bonds in lieu of which such replacement Series 2018 Bond is delivered. 

[End of Article III] 
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ARTICLE IV 
 

FORM OF SERIES 2018 BONDS 

Section 4.1 Form of Series 2018 Bonds.  The form of Series 2018 Bonds, Paying 
Agent/Registrar’s Authentication Certificate, Comptroller’s Registration Certificate and 
assignment shall be substantially as set forth in Exhibit B hereto, with such appropriate 
variations, omissions or insertions as are permitted or required by this Resolution and the Series 
2018 Bonds may have such numbers or other identifying marks of identification (including 
identifying CUSIP numbers) and such legends and endorsements thereon as may, consistent 
herewith, be approved by the Authorized Representative.  Errors or omissions in the printing of 
the numbers, or in the printing of the opinion or statement of insurance referred to in this Article, 
shall have no effect on the validity of the Series 2018 Bonds. 

Section 4.2 Printing of Opinion of Co-Bond Counsel.  A copy of the opinion of OLLP, 
Houston, Texas, and Radcliffe Bobbitt Adams Polley PLLC, Houston, Texas, Co-Bond Counsel, 
in such form as is delivered upon payment for the Series 2018 Bonds, may be printed on the 
reverse side of or otherwise attached to such Series 2018 Bonds or will be delivered to DTC if 
the Series 2018 Bonds are held in book-entry only form; and the use of the facsimile signature of 
the President or Secretary of the Board to certify to the correctness of such copy is hereby 
authorized. 

Section 4.3 Printing of Statement of Insurance.  The Board hereby authorizes the 
printing on any Series 2018 Bonds of any statement of insurance with respect to such Series 
2018 Bonds furnished by any Bond Insurer insuring such Series 2018 Bonds. 

[End of Article IV] 
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ARTICLE V 
 

SECURITY AND SOURCE OF 
PAYMENT FOR THE SERIES 2018 BONDS 

Section 5.1 Series 2018 Bonds Secured by Master Resolution.  The Series 2018 Bonds 
issued hereunder are equally and ratably secured, together with the Previously Issued Senior Lien 
Obligations and any Senior Lien Obligations issued hereafter, by (a) the 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 the Master Resolution) and (b) any 
other funds and sources pledged to the payment of Senior Lien Obligations pursuant to the 
Master Resolution, without preference, priority or distinction on account of series or installment, 
or the actual time or times of the authentication, delivery or maturity of such Series 2018 Bonds 
so that all such Series 2018 Bonds, together with the Previously Issued Senior Lien Obligations 
and any Senior Lien Obligations issued hereafter, at any time outstanding hereunder shall have 
the same right, lien and preference under and by virtue of the 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 simultaneously 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. 

Section 5.2 Augmentation of Coverage Fund Requirement.  As long as the Series 2018 
Bonds remain outstanding, the Coverage Fund Requirement shall equal the greater of (a) 25% of 
the maximum Annual Debt Service Requirements for the Outstanding Senior Lien Obligations 
and (b) the maximum Annual Debt Service Requirements for Outstanding Senior Lien 
Obligations minus Net Revenues.  In determining Net Revenues for purposes of clause (b), the 
Authority may use any of the following amounts:  (i) Net Revenues for the most recently 
completed Fiscal Year or for any consecutive twelve (12) month period out of the eighteen (18) 
month period immediately preceding the date on which the Coverage Fund Requirement is then 
being measured or (ii) Net Revenues as adjusted to give effect to (A) any increase in rates, fees 
or other charges of the Authority or the System, (B) the addition of territory to the Authority that 
was placed into effect or consummated prior to the adoption of the Supplemental Resolution 
authorizing Senior Lien Obligations then being issued (as if such increase or addition had been in 
effect or consummated throughout the period being considered), (C) any projected increase in 
Net Revenues associated with increased demand or the expansion of the System, as certified by 
or on behalf of the Authority or (D) any combination of (A), (B) and (C). 

[End of Article V] 
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ARTICLE VI 
 

CONCERNING THE PAYING AGENT/REGISTRAR 

Section 6.1 Acceptance.  [ZB, National Association, dba Amegy Bank, Houston, 
Texas], is hereby appointed as the initial Paying Agent/Registrar for the Series 2018 Bonds.  
Such initial Paying Agent/Registrar and any successor Paying Agent/Registrar, by undertaking 
the performance of the duties of the Paying Agent/Registrar hereunder and under the Master 
Resolution, and in consideration of the payment of fees and/or deposits of money pursuant to this 
Resolution, shall be deemed to accept and agree to abide by the terms of this Resolution and the 
Master Resolution. 

Section 6.2 Paying Agent/Registrar Agreement.  The registration of and payment of 
the principal of, premium, if any, and interest on the Series 2018 Bonds when due shall be 
effectuated pursuant to the terms of one or more Paying Agent/Registrar Agreements to be 
entered into by and between the Authority and the Paying Agent/Registrar, which shall be 
substantially in the form presented to the Board with this Resolution, the terms and provisions of 
which are hereby approved, and the President of the Board and the Secretary of the Board are 
hereby authorized to execute and deliver such Paying Agent/Registrar Agreement on behalf of 
the Authority in multiple counterparts. 

Section 6.3 Fiduciary Account.  All money transferred to the Paying Agent/Registrar 
under the Master Resolution and this Resolution (except sums representing the Paying 
Agent/Registrar’s fees) shall be held in a fiduciary account for the benefit of the Authority, shall 
be the property of the Authority, and shall be disbursed in accordance with the Master Resolution 
and this Resolution. 

Section 6.4 Bonds Presented.  Subject to the provisions of Section 6.5, all matured 
Series 2018 Bonds presented to the Paying Agent/Registrar for payment shall be paid without the 
necessity of further instructions from the Authority.  Such Series 2018 Bonds shall be canceled 
as provided herein. 

Section 6.5 Series 2018 Bonds Not Timely Presented.  Funds held by the Paying 
Agent/Registrar that represent principal of and interest on the Series 2018 Bonds remaining 
unclaimed by any Owner after the expiration of three (3) years from the date such funds have 
become due and payable (a) shall be reported and disposed of by the Paying Agent/Registrar in 
accordance with the provisions of Title 6 of the Texas Property Code, as amended, to the extent 
such provisions are applicable to such funds, or (b) to the extent such provisions do not apply to 
the funds, such funds shall be paid by the Paying Agent/Registrar to the Authority upon receipt 
by the Paying Agent/Registrar of a written request therefor from the Authority. 

The Paying Agent/Registrar shall have no liability to the Owners of the Series 2018 
Bonds by virtue of actions taken in compliance with this Section. 

Section 6.6 Paying Agent/Registrar May Own Series 2018 Bonds.  The Paying 
Agent/Registrar in its individual or any other capacity, may become the owner or pledgee of 
Series 2018 Bonds with the same rights it would have if it were not the Paying Agent/Registrar. 
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Section 6.7 Successor Paying Agent/Registrars.  The Authority covenants that at all 
times while any Series 2018 Bonds are Outstanding it will provide a legally qualified bank, trust 
company, financial institution, or other agency to act as Paying Agent/Registrar for the Series 
2018 Bonds.  If the Paying Agent/Registrar or its successor for any reason no longer acts as 
Paying Agent/Registrar hereunder, the Authority covenants that it will appoint a successor 
Paying Agent/Registrar to perform the duties of Paying Agent/Registrar hereunder.  Any 
successor Paying Agent/Registrar shall be either (a) a national or state banking institution or 
(b) a corporation organized and doing business under the laws of the United States of America or 
any state, which is authorized under such laws to exercise trust powers, and shall be subject to 
supervision or examination by federal or state authority, authorized to perform the fiduciary 
duties described by the Master Resolution and authorized by law to serve as a Paying 
Agent/Registrar hereunder. 

The Authority reserves the right to change the Paying Agent/Registrar for the Series 2018 
Bonds on not less than sixty (60) days written notice to the Paying Agent/Registrar, as long as 
any such notice is effective not less than sixty (60) days prior to the next succeeding principal or 
interest payment date on the Series 2018 Bonds.  Promptly upon the appointment of any 
successor Paying Agent/Registrar, the previous Paying Agent/Registrar shall deliver the Register 
or a copy thereof to the new Paying Agent/Registrar and the new Paying Agent/Registrar shall 
notify each Registered Owner, by first-class mail, postage prepaid, of such change and of the 
address of the new Paying Agent/Registrar.  Each Paying Agent/Registrar hereunder, by acting 
in that capacity, shall be deemed to have agreed to the provisions of this Resolution. 

[End of Article VI] 
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ARTICLE VII 
 

PROVISIONS CONCERNING SALE AND APPLICATION 
OF PROCEEDS OF SERIES 2018 BONDS 

Section 7.1 Issuance, Sale and Delivery of Series 2018 Bonds; Approval of Private 
Placement Memorandum.   

(a) The sale of the Bonds to the Texas Water Development Board (the 
“TWDB”) at a price of the par value thereof, is hereby approved.  It is hereby officially 
found, determined and declared that the above price and terms of sale of the Bonds are 
the most advantageous reasonable obtainable by the Authority. 

(b) The Bonds herein authorized shall be initially issued (i) as a single fully 
registered bond in the total principal amount of this series with principal installments to 
become due and payable as provided in Section 3.2 hereof and numbered T-1, or (ii) as 
one bond for each year of maturity in the applicable principal amount and denomination 
as referenced in Section 3.2 hereof and to be numbered consecutively from T-1 and 
upward (hereinafter called the “Initial Bond(s)”) and, in either case, the Initial Bond(s) 
shall be registered in the name of the initial purchaser(s) or the designee thereof. The 
Initial Bond(s) shall be the Bonds submitted to the Office of the Attorney General of the 
State of Texas for approval, certified and registered by the Office of the Comptroller of 
Public Accounts of the State of Texas and delivered to the TWDB. Any time after the 
delivery of the Bonds, the TWDB shall have the right to exchange such bonds as 
provided in Section 3.6 hereof without cost. 

(c) The Board hereby finds and determines that all representations and 
covenants set forth in the Master Resolution are true and correct as of the date of this 
Resolution and the Board ratifies and confirms such covenants and representations as if 
they were set forth herein. 

(d) The Board hereby approves the form and content of the Private Placement 
Memorandum prepared in connection with the sale of the Bonds and presented to the 
Board with this Resolution, together with such changes as may be approved by an 
Authorized Representative, and authorizes the distribution and delivery of the Private 
Placement Memorandum to the TWDB, as the purchaser of the Series 2018 Bonds.  An 
Authorized Representative of the Authority is authorized to execute such Private 
Placement Memorandum to evidence the approval thereof. 

Section 7.2 Approval, Registration, and Delivery.  The President of the Board and the 
Secretary of the Board are hereby authorized to have control and custody of the Series 2018 
Bonds and all necessary records and proceedings pertaining thereto pending their delivery to the 
TWDB, and the Authorized Representatives and other officers and employees of the Authority 
are hereby authorized, directed and instructed to make such certifications and to execute such 
instruments (including by printed facsimile signature) as may be necessary to accomplish the 
initial delivery of the Series 2018 Bonds and to assure the investigation, examination, and 
approval thereof by the Attorney General of Texas and the registration of the initial Series 2018 
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Bonds by the Comptroller of Public Accounts of the State of Texas. Upon registration of the 
Series 2018 Bonds, the Comptroller of Public Accounts of the State of Texas (or a deputy 
designated in writing to act for him) shall be requested to sign manually the registration 
certificate prescribed herein to be attached or affixed to each Series 2018 Bond initially delivered 
and the seal of the Comptroller of Public Accounts of the State of Texas shall be impressed or 
printed or lithographed thereon. Delivery of the Series 2018 Bonds is subject to the unqualified 
approving opinions as to the legality of the Series 2018 Bonds of the Attorney General of Texas 
and of Orrick, Herrington & Sutcliffe LLP, Houston, Texas and Radcliffe Bobbitt Adams Polley 
PLLC, Houston, Texas, Co-Bond Counsel. 

Section 7.3 Application of Proceeds of Series 2018 Bonds.  The proceeds of the Series 
2018 Bonds, upon the receipt thereof, shall be applied in the following manner and in the 
amounts directed by an Authorized Representative: 

(a) Interest Account.  First, there shall be credited to the “Interest Account,” 
which account is within the Interest and Sinking Fund, the amounts, if any, received as 
accrued and capitalized interest on the Series 2018 Bonds to apply to the payment of 
interest on the Series 2018 Bonds as the same becomes due. 

(b) Reserve Fund.  Second, there shall be credited to the Reserve Fund an 
amount sufficient to satisfy the portion of the Reserve Fund Requirement required to be 
deposited and maintained pursuant to Section 4.4 of the Master Resolution (whether 
through a deposit of money, purchase of a Reserve Fund Obligation or a combination 
thereof). 

(c) Construction Fund.  Third, proceeds from the sale of the Series 2018 
Bonds shall be applied to establish a Construction Fund.  Proceeds of the Series 2018 
Bonds deposited to the Construction Fund shall be used for the purposes set forth in 
Section 3.1 of this Resolution.  Any proceeds of the Series 2018 Bonds remaining after 
making all such deposits and payments shall be deposited into the Interest and Sinking 
Fund. 

Notwithstanding the above and foregoing, immediately following the delivery of 
the Series 2018 Bonds and prior to the deposit of the proceeds from the sale of such 
Series 2018 Bonds as described above, such proceeds shall be held in trust and in escrow 
pursuant to the written escrow agreement described below pending written authorization 
to release said proceeds.   

A “Special Escrow Deposit Agreement” by and between the Authority and ZB, 
National Association, dba Amegy Bank, Houston, Texas, attached hereto as Exhibit C 
and incorporated herein by reference as a part of this Resolution for all purposes, is 
hereby approved as to form and content, and the President and Secretary of the Board are 
hereby authorized and directed to execute such Agreement in substantially the same form 
and content herein approved.   
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Section 7.4 Bond Insurance Policy.  A statement relating to municipal bond insurance, 
if applicable, provided by a Bond Insurer may be printed on or attached to each Series 2018 
Bonds.   

Section 7.5 Surety Policies.  In order to provide for the deposit of the Reserve Fund 
Requirement in the Reserve Fund in connection with the issuance of the Series 2018 Bonds, an 
Authorized Representative is authorized to solicit bids for the purchase of one or more Reserve 
Fund Obligations for such Fund and, to the extent that the purchase of one or more Reserve Fund 
Obligations is determined by an Authorized Representative to provide an economic benefit, 
negotiate the purchase of such Reserve Fund Obligation(s) from one or more Credit Agreement 
Providers.  An Authorized Representative is further authorized to negotiate the terms of any 
related reimbursement or similar agreement and to execute and deliver such agreement(s); 
provided, however, that any interest due on any repayment obligation of the Authority under any 
of the foregoing documents by reason of payments made under a Reserve Fund Obligation may 
not exceed the Highest Lawful Rate of interest which may be paid by the Authority at the time of 
the delivery of the Reserve Fund Obligation. 

Section 7.6 Related Matters.  To ensure that the Authority shall satisfy in a timely 
manner all of its obligations under the Master Resolution, this Resolution, and any Credit 
Agreements, the Authorized Representatives and all other appropriate officers and agents of the 
Authority are hereby authorized and directed to take any action determined by an Authorized 
Representative to be reasonably necessary to provide for the issuance and delivery of the Series 
2018 Bonds, including without limitation, executing by manual or facsimile signature and 
delivering on behalf of the Authority all certificates, consents, receipts, requests, notices, 
agreements, and other documents as may be reasonably necessary to satisfy the Authority’s 
obligations under the Master Resolution, this Resolution, and any Credit Agreements, and paying 
costs incurred in connection with the issuance of the Series 2018 Bonds, and to direct the transfer 
and application of funds of the Authority consistent with the provisions of the Master Resolution 
and this Resolution.  If requested by the Attorney General of Texas or his representatives, an 
Authorized Representative or Bond Counsel may authorize such ministerial changes in the 
written text of this Resolution as are necessary to obtain the Attorney General’s approval and as 
he determines are consistent with the intent and purposes of this Resolution. 

[End of Article VII] 



 

17 
 4126-3074-8691.1 
 

ARTICLE VIII 
 

TAX EXEMPTION 

Section 8.1 Covenants to Maintain Tax Exemption. 

(a) Definitions.  When used in this Section, the following terms have the 
following meanings: 

(i) “Code” means the Internal Revenue Code of 1986, as amended by 
all legislation, if any, effective on or before the Issue Date. 

(ii) “Computation Date” has the meaning stated in section 1.148-1(b) 
of the Regulations. 

(iii) “Gross Proceeds” has the meaning stated in section 1.148-1(b) of 
the Regulations. 

(iv) “Investment” has the meaning stated in section 1.148-1(b) of the 
Regulations. 

(v) “Issue Date” for the Series 2018 Bonds or other obligations of the 
Authority is the respective date on which such obligations of the Authority are 
first delivered against payment therefor. 

(vi) “Nonpurpose Investment” has the meaning stated in section 
1.148-1(b) of the Regulations. 

(vii) “Proceeds” has the meaning stated in section 1.148-1(b) of the 
Regulations. 

(viii) “Rebate Amount” has the meaning stated in section 1.148-3 of the 
Regulations. 

(ix) “Regulations” means the temporary or final Income Tax 
Regulations applicable to the Series 2018 Bonds issued pursuant to sections 141 
through 150 of the Code.  Any reference to a section of the Regulations shall also 
refer to any successor provision to such section hereafter promulgated by the 
Internal Revenue Service pursuant to sections 141 through 150 of the Code and 
applicable to the Series 2018 Bonds. 

(x) “Yield of” 

(A) any Investment shall be computed in accordance with 
section 1.148-5 of the Regulations, and 

(B) the Series 2018 Bonds shall be computed in accordance 
with section 1.148-4 of the Regulations. 
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(b) Not to Cause Interest to Become Taxable.  The Authority shall not use, 
permit the use of or omit to use Gross Proceeds or any other amounts (or any property the 
acquisition, construction or improvement of which is to be financed directly or indirectly 
with Gross Proceeds) in a manner which, if made or omitted, respectively, would cause 
the interest on any Series 2018 Bonds to become includable in the gross income, as 
defined in section 61 of the Code, of the owner thereof for federal income tax purposes.  
Without limiting the generality of the foregoing, unless and until the Authority shall have 
received a written opinion of counsel nationally recognized in the field of municipal bond 
law to the effect that failure to comply with such covenant will not adversely affect the 
exemption from federal income tax of the interest on any Series 2018 Bond, the 
Authority shall comply with each of the specific covenants in this Section. 

(c) No Private Use or Private Payments.  Except as permitted by section 141 
of the Code and the regulations and rulings thereunder, the Authority shall, at all times 
prior to the last stated maturity of the Series 2018 Bonds, 

(i) exclusively own, operate, and possess all property the acquisition, 
construction, or improvement of which is to be financed or refinanced directly or 
indirectly with Gross Proceeds of the Series 2018 Bonds and not use or permit the 
use of such Gross Proceeds or any property acquired, constructed, or improved 
with such Gross Proceeds in any activity carried on by any person or entity other 
than a state or local government, unless such use is solely as a member of the 
general public, or 

(ii) not directly or indirectly impose or accept any charge or other 
payment for use of Gross Proceeds of the Series 2018 Bonds or any property the 
acquisition, construction or improvement of which is to be financed or refinanced 
directly or indirectly with such Gross Proceeds other than taxes of general 
application and interest earned on investments acquired with such Gross Proceeds 
pending application for their intended purposes. 

(d) No Private Loan.  Except to the extent permitted by section 141 of the 
Code and the regulations and rulings thereunder, the Authority shall not use Gross 
Proceeds of the Series 2018 Bonds to make or finance loans to any person or entity other 
than a state or local government.  For purposes of the foregoing covenant, Gross Proceeds 
are considered to be “loaned” to a person or entity if (1) property acquired, constructed or 
improved with Gross Proceeds is sold or leased to such person or entity in a transaction 
which creates a debt for federal income tax purposes, (2) capacity in or service from such 
property is committed to such person or entity under a take-or-pay, output, or similar 
contract or arrangement, or (3) indirect benefits, or burdens and benefits of ownership, of 
such Gross Proceeds or such property are otherwise transferred in a transaction which is 
the economic equivalent of a loan. 

(e) Not to Invest at Higher Yield.  Except to the extent permitted by 
section 148 of the Code and the regulations and rulings thereunder, the Authority shall 
not, at any time prior to the earlier of the final stated maturity or final payment of the 
Series 2018 Bonds, directly or indirectly invest Gross Proceeds of such Series 2018 
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Bonds in any Investment (or use such Gross Proceeds to replace money so invested), if as 
a result of such investment the Yield of all Investments allocated to such Gross Proceeds 
whether then held or previously disposed of, exceeds the Yield on the Series 2018 Bonds. 

(f) Not Federally Guaranteed.  Except to the extent permitted by 
section 149(b) of the Code and the regulations and rulings thereunder, the Authority shall 
not take or omit to take any action which would cause the Series 2018 Bonds to be 
federally guaranteed within the meaning of section 149(b) of the Code and the 
regulations and rulings thereunder. 

(g) Information Report.  The Authority shall timely file with the Secretary of 
the Treasury the information required by section 149(e) of the Code with respect to the 
Series 2018 Bonds on such forms and in such place as such Secretary may prescribe. 

(h) Payment of Rebate Amount.  Except to the extent otherwise provided in 
section 148(f) of the Code and the regulations and rulings thereunder, the Authority shall: 

(i) account for all Gross Proceeds (including all receipts, expenditures 
and investments thereof) on its books of account separately and apart from all 
other funds (and receipts, expenditures and investments thereof) and shall retain 
all records of such accounting for at least six years after the final Computation 
Date.  The Authority may, however, to the extent permitted by law, commingle 
Gross Proceeds of the Series 2018 Bonds with other money of the Authority, 
provided that the Authority separately accounts for each receipt and expenditure 
of such Gross Proceeds and the obligations acquired therewith, 

(ii) calculate the Rebate Amount with respect to the Series 2018 
Bonds, not less frequently than each Computation Date, in accordance with rules 
set forth in section 148(f) of the Code, section 1.148-3 of the Regulations, and the 
rulings thereunder.  The Authority shall maintain a copy of such calculations for 
at least six years after the final Computation Date, 

(iii) as additional consideration for the purchase of the Series 2018 
Bonds by the initial purchaser thereof and the loan of the money represented 
thereby, and in order to induce such purchase by measures designed to ensure the 
excludability of the interest thereon from the gross income of the owners thereof 
for federal income tax purposes, pay to the United States the amount described in 
paragraph (2) above at the times, in the installments, to the place, in the manner 
and accompanied by such forms or other information as is or may be required by 
section 148(f) of the Code and the regulations and rulings thereunder, and 

(iv) exercise reasonable diligence to assure that no errors are made in 
the calculations and payments required by paragraphs (2) and (3), and, if such 
error is made, to discover and promptly to correct such error within a reasonable 
amount of time thereafter (and in all events within one hundred eighty (180) days 
after discovery of the error), including payment to the United States of any 
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additional Rebate Amount owed to it, interest thereon and any penalty required by 
the Regulations. 

(i) Not to Divert Arbitrage Profits.  Except to the extent permitted by 
section 148 of the Code and the regulations and rulings thereunder, the Authority shall 
not, at any time prior to the earlier of the final stated maturity or final payment of the 
Series 2018 Bonds, enter into any transaction that reduces the amount required to be paid 
to the United States pursuant to Subsection (h) of this Section because such transaction 
results in a smaller profit or a larger loss than would have resulted if the transaction had 
been at arm’s length and had the Yield of the Series 2018 Bonds, not been relevant to 
either party. 

(j) Not Hedge Bonds.  The Authority did not invest more than 50 percent of 
the Proceeds of the original bonds refunded by the Series 2018 Bonds in Nonpurpose 
Investments having a guaranteed yield for four years or more.  On the Issue Date of each 
series of the original bonds refunded by the Series 2018 Bonds, the Authority reasonably 
expected that at least 85 percent of the spendable proceeds of such bonds would be used 
to carry out the governmental purpose of such bonds within three years after the 
respective Issue Date of such bonds. 

[End of Article VIII] 
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ARTICLE IX 
 

CONTINUING DISCLOSURE UNDERTAKING 

Section 9.1 Annual Reports.  The Authority shall provide annually to the MSRB, in an 
electronic format as prescribed by the MSRB, within six months after the end of each fiscal year, 
financial information and operating data with respect to the Authority of the general type 
described in Exhibit D hereto.   Any financial statements so to be provided shall be (1) prepared 
in accordance with such accounting principles as the Authority may be required to employ from 
time to time pursuant to State law or regulation and (2) audited, if the Authority commissions an 
audit of such statements and the audit is completed within the period during which they must be 
provided. If the audit of such financial statements is not complete within 12 months after any 
such fiscal year end, then the Authority shall file unaudited financial statements within such 12-
month period and audited financial statements for the applicable fiscal year, when and if the 
audit report on such statements becomes available.  

If the Authority changes its fiscal year, it will notify the MSRB of the change (and of the 
date of the new fiscal year end) prior to the next date by which the Authority otherwise would be 
required to provide financial information and operating data pursuant to this Section. 

The financial information and operating data to be provided pursuant to this Section may 
be set forth in full in one or more documents or may be included by specific reference to any 
document that is available to the public on the MSRB’s internet website or filed with the SEC. 

Section 9.2 Event Notices.  The Authority shall notify the MSRB, in a timely manner 
(not in excess of ten (10) business days after the occurrence of the event), of any of the following 
events with respect to the Series 2018 Bonds: 

(a) Principal and interest payment delinquencies; 

(b) Non-payment related defaults, if material; 

(c) Unscheduled draws on debt service reserves reflecting financial 
difficulties; 

(d) Unscheduled draws on credit enhancements reflecting financial 
difficulties; 

(e) Substitution of credit or liquidity providers, or their failure to perform; 

(f) Adverse tax opinions, the issuance by the Internal Revenue Service of 
proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 
5701-TEB) or other material notices or determinations with respect to the tax status of the 
Series 2018 Bonds, or other material events affecting the tax status of the Series 2018 
Bonds; 

(g) Modifications to rights of Bondholders, if material; 
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(h) Bond calls, if material, and tender offers;  

(i) Defeasances; 

(j) Release, substitution, or sale of property securing repayment of the Series 
2018 Bonds; if material; 

(k) Rating changes;  

(l) Bankruptcy, insolvency, receivership, or similar event of the Authority;  

(m) The consummation of a merger, consolidation, or acquisition involving the 
Authority or the sale of all or substantially all of the assets of the Authority, other than in 
the ordinary course of business, the entry into a definitive agreement to undertake such an 
action, or the termination of a definitive agreement relating to any such actions, other 
than pursuant to its terms, if material; and  

(n) The appointment of a successor or additional trustee or the change of 
name of a trustee, if material. 

As used in clause (l) above, the phrase “bankruptcy, insolvency, receivership or similar 
event” means the appointment of a receiver, fiscal agent or similar officer for the Authority in a 
proceeding under the United States Bankruptcy Code or in any other proceeding under state or 
federal law in which a court or governmental authority has assumed jurisdiction over 
substantially all of the assets of the Authority, or if jurisdiction has been assumed by leaving the 
Board and official or officers of the Authority in possession but subject to the supervision and 
orders of a court or governmental authority, or the entry of an order confirming a plan of 
reorganization, arrangement or liquidation by a court or governmental authority having 
supervision or jurisdiction over substantially all of the assets or business of the Authority. 

The Authority shall also notify the MSRB, in an electronic format as prescribed by the 
MSRB, in a timely manner, of any failure by the Authority to provide financial information or 
operating data in accordance with this Section by the time required by this Section. 

All documents provided to the MSRB pursuant to this Section shall be accompanied by 
identifying information as prescribed by the MSRB. 

Section 9.3 Limitations, Disclaimers, and Amendments.  The Authority shall be 
obligated to observe and perform the covenants specified in this Article for so long as, but only 
for so long as, the Authority remains an “obligated person” with respect to the Series 2018 
Bonds within the meaning of the Rule, except that the Authority in any event will give the notice 
required by Section 9.2 of any Series 2018 Bond calls and defeasance that cause the Authority to 
be no longer such an “obligated person.” 

The provisions of this Article are for the sole benefit of the Owners and beneficial owners 
of the Series 2018 Bonds, and nothing in this Article, express or implied, shall give any benefit 
or any legal or equitable right, remedy, or claim hereunder to any other person.  The Authority 
undertakes to provide only the financial information, operating data, financial statements, and 
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notices which it has expressly agreed to provide pursuant to this Article and does not hereby 
undertake to provide any other information that may be relevant or material to a complete 
presentation of the Authority’s financial results, condition, or prospects or hereby undertake to 
update any information provided in accordance with this Article or otherwise, except as 
expressly provided herein.  The Authority does not make any representation or warranty 
concerning such information or its usefulness to a decision to invest in or sell Series 2018 Bonds 
at any future date. 

UNDER NO CIRCUMSTANCES SHALL THE AUTHORITY BE LIABLE TO THE 
OWNER OR BENEFICIAL OWNER OF ANY SERIES 2018 BOND OR ANY OTHER 
PERSON, IN CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN 
PART FROM ANY BREACH BY THE AUTHORITY, WHETHER NEGLIGENT OR 
WITHOUT FAULT ON ITS PART, OF ANY COVENANT SPECIFIED IN THIS ARTICLE, 
BUT EVERY RIGHT AND REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT, 
FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION 
FOR MANDAMUS OR SPECIFIC PERFORMANCE. 

No default by the Authority in observing or performing its obligations under this Article 
shall constitute a breach of or default under this Resolution for purposes of any other provision 
of this Resolution. 

Nothing in this Article is intended or shall act to disclaim, waive or otherwise limit the 
duties of the Authority under federal and state securities laws. 

The provisions of this Article may be amended by the Authority from time to time to 
adapt to changed circumstances that arise from a change in legal requirements, a change in law, 
or a change in the identity, nature, status or type of operations of the Authority, but only if (1) the 
provisions of this Article, as so amended, would have permitted an underwriter to purchase or 
sell Series 2018 Bonds in the primary offering of the Series 2018 Bonds in compliance with the 
Rule, taking into account any amendments or interpretations of the Rule to the date of such 
amendment, as well as such changed circumstances, and (2) either (a) the Owners of a majority 
in aggregate principal amount (or any greater amount required by any other provision of this 
Resolution that authorizes such an amendment) of the Outstanding Series 2018 Bonds consent to 
such amendment or (b) a person or entity that is unaffiliated with the Authority (such as 
nationally recognized bond counsel) determines that such amendment will not materially impair 
the interests of the Owners and beneficial owners of the Series 2018 Bonds.  If the Authority so 
amends the provisions of this Article, it shall include with any amended financial information or 
operating data next provided in accordance with Section 9.1 an explanation, in narrative form, of 
the reasons for the amendment and of the impact of any change in the type of financial 
information or operating data so provided.  The Authority may also amend or repeal the 
provisions of this Article if the SEC amends or repeals the applicable provisions of the Rule or a 
court of final jurisdiction enters judgment that such provisions of the Rule are invalid, and the 
Authority also may amend the provisions of this Article in its discretion in any other manner or  
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circumstance, but in either case only if and to the extent that the provisions of this sentence 
would not prevent an underwriter from lawfully purchasing or selling Series 2018 Bonds in the 
primary offering of the Series 2018 Bonds. 

 

[End of Article IX] 
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ARTICLE X 
 

MISCELLANEOUS 

Section 10.1 Compliance with the Texas Water Development Board’s Rules and 
Regulations.  The Authority will comply with all of the requirements contained in the resolution 
or resolutions adopted by the TWDB with respect to the issuance of the Series 2018 Bonds.  In 
addition, in compliance with the TWDB’s State Water Implementation Revenue Fund for Texas 
(“SWIRFT”) Loan Program Rules, the Authority agrees and covenants:   

(a) Any loan proceeds from the Series 2018 Bonds that are determined to be 
surplus proceeds remaining after completion of one or more of the projects described in 
Section 3.1 hereof shall be used for the following purposes as approved by the Executive 
Administrator: (1) deposit into the Interest and Sinking Fund or other debt service 
account for the payment of interest or principal on the Series 2018 Bonds owned by the 
TWDB; or (2) eligible costs for a project as authorized by the Executive Administrator. 

(b) The Authority shall indemnify, hold harmless and protect the TWDB from 
any and all claims, causes of action or damages to the person or property of third parties 
arising from the sampling, analysis, transport, storage, treatment and disposition of any 
contaminated sewage sludge, contaminated sediments and/or contaminated media that 
may be generated by the Authority, its contractors, consultants, agents, officials and 
employees as a result of activities relating to the project, to the extent permitted by law. 

(c) The Authority shall report to the TWDB the amounts of project funds, if  
any, that were used to compensate historically underutilized businesses that worked on 
the project, in accordance with 31 TAC § 363.1312. 

 
(d) The TWDB will purchase the Series 2018 Bonds, acting through the 

TWDB’s designated trustee, and the Series 2018 Bonds shall be registered in the name of 
Cede & Co. and closed in book-entry form in accordance with 31 TAC Section 
363.42(c)(1). 

 
(e) Neither the Authority nor a related party thereto will acquire any of the 

TWDB’s Source Series Bonds in an amount related to the amount of the Series 2018 
Bonds to be acquired from the Authority by the TWDB. 

(f) Payments of principal and interest on the Series 2018 Bonds will be made 
to the TWDB via wire transfer at no cost to the TWDB. 

(g) As provided by Sections 4.11 and 4.12 of the Master Resolution, moneys 
in any Fund established by the Master Resolution or this Resolution may, at the option of 
the Authority, be invested in Eligible Investments and all uninvested moneys on deposit 
in, or credited to, any such Fund shall be secured by the pledge of security as provided by 
law for governmental entities and political subdivisions of the State of Texas.   
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Section 10.2 Further Proceeding.  To satisfy in a timely manner all of the Authority’s 
obligations under this Resolution, the President or the Vice President and Secretary of the Board 
and all other appropriate officers, agents and representatives of the Authority are hereby 
authorized and directed to take all other actions that are reasonably necessary to provide for the 
issuance of the Series 2018 Bonds, including, without limitation, executing and delivering on 
behalf of the Authority all certificates, consents, receipts, requests and other documents as may 
be reasonably necessary to satisfy the Authority’s obligations under this Resolution and to direct 
the transfer and application of funds of the Authority consistent with the provisions of this 
Resolution. 

Section 10.3 Legal Holidays.  In any case where the date of maturity of interest on or 
principal of the Series 2018 Bonds or the date fixed for redemption of any Series 2018 Bonds 
shall be in the Authority a legal holiday or a day on which the Paying Agent/Paying 
Agent/Registrar for the Series 2018 Bonds is authorized by law to close, then payment of interest 
or principal need not be made on such date but may be made on the next succeeding day not in 
the Authority a legal holiday or a day on which such Paying Agent Paying Agent/Registrar is 
authorized by law to close with the same force and effect as if made on the date of maturity or 
the date fixed for redemption and no interest shall accrue for the period from the date of maturity 
or redemption to the date of actual payment. 

Section 10.4 Unavailability of Authorized Publication.  If, because of the temporary or 
permanent suspension of any newspaper, journal or other publication, or, for any reason, 
publication of notice cannot be made meeting any requirements herein established, any notice 
required to be published by the provisions of this Resolution shall be given in such other manner 
and at such time or times as in the judgment of the Authority or of the Paying Agent/Paying 
Agent/Registrar (or paying agent) for the Series 2018 Bonds shall most effectively approximate 
such required publication and the giving of such notice in such manner shall for all purposes of 
this Resolution be deemed to be in compliance with the requirements for publication thereof. 

Section 10.5 No Recourse Against Authority Officials.  No recourse shall be had for the 
payment of principal of or interest on any Series 2018 Bonds or for any claim based thereon or 
on this Resolution against any official of the Authority or any person executing any Series 2018 
Bonds. 

Section 10.6 Severability.  If any Section, paragraph, clause or provision of this 
Resolution shall for any reason be held to be invalid or unenforceable, the invalidity or 
unenforceability of such Section, paragraph, clause or provision shall not affect any of the 
remaining provisions of this Resolution. 

Section 10.7 Open Meeting.  It is hereby found, determined and declared that a 
sufficient written notice of the date, hour, place and subject of the meeting of the Board at which 
this Resolution was adopted was posted at a place convenient and readily accessible at all times 
to the general public at the offices of the Authority for the time required by law preceding this 
meeting, as required by the Open Meetings Act, Chapter 551, Texas Government Code, as 
amended, and that this meeting has been open to the public as required by law at all times during 
which this Resolution and the subject matter thereof has been discussed, considered and formally 
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acted upon.  The Board further ratifies, approves and confirms such written notice and the 
contents and posting thereof.  

[End of Article X] 
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PASSED AND APPROVED THE _____ day of __________, 2018. 

   
President, Board of Directors 
North Harris County Regional Water Authority 

ATTEST: 
 
 
  
Secretary, Board of Directors 
North Harris County Regional Water Authority 
 
(AUTHORITY SEAL) 

 

 

 

 

 

 

 

 

Exhibit A –  Definitions  
Exhibit B –  Form of Series 2018 Bond   
Exhibit C –  Form of Special Escrow Deposit Agreement 
Exhibit D –  Annual Financial Statements and Operating Data 

 



 

A-1 
 4126-3074-8691.1 
 

EXHIBIT A 
 

DEFINITIONS 
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DEFINITIONS 

“Authority” shall mean the North Harris County Regional Water Authority (and, where 
appropriate, the Board thereof) and any successor to the Authority.   

“Authorized Denominations” shall mean $5,000 or any integral multiple thereof. 

“Authorized Representative” shall mean the General Manager or the Financial Assistant 
of the Authority, the President, Vice President or Treasurer of the Board, or any officer or other 
employee of the Authority at the time designated to act on behalf of the Board by written 
certificate of the Secretary of the Board or the General Manager and containing such officer’s or 
employee’s specimen signature. 

“Board” means the Board of Directors of the North Harris County Regional Water 
Authority. 

“Bond Insurer” means any insurance company insuring payment of municipal bonds and 
other similar obligations if such bond or obligations so insured by it are eligible for a rating by a 
Rating Agency, at the time of the delivery of a municipal bond insurance policy, in one of its two 
highest rating categories. 

“Business Day” means any day other than (a) a Saturday or Sunday, (b) a day on which 
banking institutions in the city or cities in which the designated office of any Fiscal Agent or 
Credit Agreement Provider are located and authorized by law or executive order to close, (c) any 
day on which the Federal Reserve Bank of Dallas is closed, (d) a day on which the a securities 
depository for a Series or Installment of Bonds is closed or (e) a day on with the New York 
Stock Exchange, or any successor securities exchange, is closed. 

“Code” shall mean the Internal Revenue Code of 1986, as amended. 

“Dated Date” means __________, 2018. 

“Dollars” or “$” means lawful currency of the United States of America.  

“DTC” shall mean The Depository Trust Company (a limited purpose trust company), 
New York, New York, until any successor depository shall have become such pursuant to the 
applicable provisions of this Resolution and, thereafter, “DTC” shall mean the successor 
depository.  Any depository shall be a securities depository that is a clearing agency under 
federal law operating and maintaining, with its participants or otherwise, a book entry system to 
record ownership of beneficial interests in Series 2018 Bonds, and to effect transfer of Series 
2018 Bonds, in book entry form. 

“Highest Lawful Rate” shall mean the maximum net effective interest rate permitted by 
law to be paid on obligations issued or incurred by the Authority in the exercise of its borrowing 
powers (prescribed by Chapter 1204, Texas Government Code, as amended, or any successor 
provision). 
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“Interest Payment Date” means the date or dates upon which interest on the Series 2018 
Bonds is scheduled to be paid until their respective dates of maturity or prior redemption, such 
dates being June 15 and December 15 of each year, commencing ________, 20__.   

“Letter of Representations” means the Blanket Letter of Representations between the 
Authority and DTC, or another such Letter of Representations if determined necessary by an 
Authorized Representative, each as amended or supplemented from time to time. 

“Master Resolution” shall mean the “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”, adopted by the Board on May 19, 2003, as the same may 
be amended or supplemented from time to time as permitted thereby. 

“MSRB” means the Municipal Securities Rulemaking Board. 

“Owner” or “Registered Owner,” when used with respect to any Series 2018 Bond, shall 
mean the person or entity in whose name such Series 2018 Bond is registered in the Register.  
Any reference to a particular percentage or proportion of the Owners of the Series 2018 Bonds 
shall mean the Owners at a particular time of the specified percentage or proportion in aggregate 
principal amount of all Series 2018 Bonds then Outstanding. 

“Paying Agent/Registrar” shall mean ZB, National Association, dba Amegy Bank, 
Houston, Texas, and its successors in that capacity. 

“Previously Issued Senior Lien Obligations” means the Authority’s previously issued and 
outstanding Senior Lien Obligations.  As of the date of adoption of this Resolution, the following 
Previously Issued Senior Lien Obligations are outstanding:   

 North Harris County Regional Water Authority Senior Lien Revenue Bonds, 
Series 2008;  

 North Harris County Regional Water Authority Senior Lien Revenue Refunding 
Bonds, Series 2013;  

 North Harris County Regional Water Authority Senior Lien Revenue Refunding 
Bonds, Series 2014;  

 North Harris County Regional Water Authority Senior Lien Revenue Bonds, 
Series 2015;  

 North Harris County Regional Water Authority Senior Lien Revenue and 
Refunding Bonds, Series 2016;  

 North Harris County Regional Water Authority Senior Lien Revenue Bonds, 
Series 2016A; and 
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 North Harris County Regional Water Authority Senior Lien Revenue Bonds, 
Series 2017.   

“Rating Agency” means Moody’s Investors Service and Standard & Poor’s Rating 
Services, a Standard & Poor’s Financial Services LLC business, and their respective successors. 

“Register” shall mean the books of registration kept by the Paying Agent/Paying 
Agent/Registrar in which are maintained the names and addresses of and the principal amounts 
registered to each Owner of Series 2018 Bonds. 

“Resolution” shall mean this Tenth Supplemental Resolution and all amendments and 
supplements hereto. 

“Rule” means SEC Rule 15c2-12, as amended from time to time. 

“SEC” means the United States Securities and Exchange Commission. 

“Series 2018 Bonds” shall mean the North Harris County Regional Water Authority 
Senior Lien Revenue Bonds, Series 2018. 

“Source Series Bonds” means TWDB’s bonds that are issued to provide financing for the 
loan from TWDB to the Authority. 

“TWDB” means the Texas Water Development Board. 
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EXHIBIT B 
 

FORM OF SERIES 2018 BOND 
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FORM OF SERIES 2018 BOND 
 

UNITED STATES OF AMERICA 
STATE OF TEXAS 

 
NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY 

SENIOR LIEN REVENUE BOND 
SERIES 2018 

NUMBER DENOMINATION 
1R-____________ $_______________ 
REGISTERED REGISTERED 

2INTEREST RATE: DATED DATE: 2MATURITY DATE: 2CUSIP NO.: 

________% __________, 2018 ___________, ____ _________ 

Registered Owner:  

Principal Amount:  DOLLARS 

3NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY, a governmental 
agency and a body politic and corporate and a defined district created under the Constitution and 
laws of the State of Texas (herein the “Authority”), for value received, hereby promises to pay, 
to the Registered Owner identified above or registered assigns, solely from certain pledged 
revenues and funds as hereinafter specified and from no other source, on the Maturity Date 
specified above, upon presentation and surrender of this bond at the principal corporate trust 
office of the “Paying Agent/Registrar,” initially ZB, National Association, dba Amegy Bank, 
Houston, Texas, in any coin or currency of the United States of America which on the date of 
payment of such principal is legal tender for the payment of debts due the United States of 

                                                 
1 The initial Bond shall be numbered T-1. 

2 Omitted from the initial Bond. 

3 The first sentence of the Initial Bond shall read as follows: 

NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY, a governmental agency and a body politic 
and corporate and a defined district created under the Constitution and laws of the State of Texas (herein the 
“Authority”), for value received, hereby promises to pay, to the Registered Owner identified above or 
registered assigns, solely from certain pledged revenues and funds as hereinafter specified and from no other 
source, in each of the years, in the Maturity Amounts and at the interest rates set forth in the below schedule, 
upon presentation and surrender of this bond at the principal corporate trust office of the “Paying 
Agent/Registrar,” initially ZB, National Association, dba Amegy Bank, Houston, Texas, in any coin or 
currency of the United States of America which on the date of payment of such principal is legal tender for the 
payment of debts due the United States of America: [Insert information regarding years of maturity, Maturity 
Amounts and yield], and to pay, solely from such pledged revenues and funds, interest thereon at the Interest 
Rate shown above, calculated on the basis of a 360-day year composed of twelve 30-day months, from the 
later of __________, 2018, or the most recent interest payment date to which interest has been paid or duly 
provided for. 
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America, the Principal Amount identified above (or so much as shall not have been paid upon 
prior redemption), and to pay, solely from such pledged revenues and funds, interest thereon at 
the Interest Rate shown above, calculated on the basis of a 360-day year composed of twelve 30-
day months, from the later of __________, 2018 or the most recent interest payment date to 
which interest has been paid or duly provided for.  Interest on this bond is payable on each June 
15 and December 15, beginning ________, 20__, until the maturity or redemption date of this 
bond or until the Authority’s obligation with respect to this bond has been satisfied.  Interest on 
this bond shall be payable by check mailed by the Paying Agent/Registrar to the Registered 
Owner of record as of the last day of the month next preceding the interest payment date as 
shown on the books of registration kept by the Paying Agent/Registrar.   

THIS BOND IS ONE OF A DULY AUTHORIZED SERIES OF BONDS (herein the 
“Series 2018 Bonds”) originally issued in the aggregate principal amount of $____________ 
pursuant to a Master Resolution (the “Master Resolution”), as supplemented by a Tenth 
Supplemental Resolution (the “Tenth Supplemental Resolution” and, together with the Master 
Resolution, the “Resolution”), both adopted by the Board of Directors of the Authority for the 
purpose of (a) financing the design, acquisition, construction, expansion, improvement, 
renovation and equipment of the System; (b) funding a debt service reserve fund or a Reserve 
Fund Obligation; (c) funding capitalized interest; and (d) paying costs of issuance of the Series 
2018 Bonds, under and pursuant to the authority of the Constitution and laws of the State of 
Texas, including Article XVI, Section 59, Texas Constitution, 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), and all other applicable law.   

THIS BOND, TOGETHER WITH THE PREVIOUSLY ISSUED SENIOR LIEN 
OBLIGATIONS and any Senior Lien Obligations issued in the future, are special obligations of 
the Authority that are equally and ratably payable from and secured by a first lien on the “Gross 
Revenues” as collected and received by the Authority from the imposition and collection of 
certain fees within the territory of the Authority and the collection of certain revenues from the 
operation and ownership of the Authority’s System (as defined and provided in the Master 
Resolution), which Gross Revenues are required to be set aside for and pledged to the payment 
of the Series 2018 Bonds and all additional obligations issued on a parity therewith (subject only 
to the prior use of such Gross Revenues to pay Operation and Maintenance Expenses in 
accordance with the Master Resolution).  The Master Resolution requires that Gross Revenues be 
deposited in certain funds established therein, including funds maintained for the payment of the 
Series 2018 Bonds and all additional obligations issued on a parity therewith, as more fully 
described therein.  The Gross Revenues remaining after payment of Operation and Maintenance 
Expenses are also referred to in the Resolution as the “Net Revenues”.  This bond and the series 
of which it is a part, together with the interest thereon, are payable solely from such Net 
Revenues and do not constitute an indebtedness or general obligation of the Authority. 

THE SERIES 2018 BONDS MATURING ON AND AFTER December 15, 20__ are 
subject to redemption at the option of the Authority prior to their scheduled maturity on 
December 15, 20__, or any date thereafter, in inverse order of maturity, in whole or in part with 
funds derived from any available and lawful source (but if less than all the Series 2018 Bonds of 
a single maturity are called for redemption, those bonds called shall be selected by lot or other 
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customary random method by the Paying Agent/Registrar), at a price of par plus accrued interest 
to the date fixed for redemption. 

SERIES 2018 BONDS MAY BE REDEEMED IN PART only in integral multiples of 
$5,000.  If a Series 2018 Bond subject to redemption is in a denomination larger than $5,000, a 
portion of such Series 2018 Bond may be redeemed, but only in integral multiples of $5,000.  In 
selecting portions of Series 2018 Bonds for redemption, the Paying Agent/Registrar shall treat 
each Series 2018 Bond as representing that number of Series 2018 Bonds of $5,000 
denomination which is obtained by dividing the principal amount of such Series 2018 Bond by 
$5,000.  Upon surrender of any Series 2018 Bond for redemption in part, the Paying 
Agent/Registrar, in accordance with the provisions of the Resolution, shall authenticate and 
deliver in exchange therefore a Series 2018 Bond or Series 2018 Bonds of like maturity and 
interest rate in an aggregate principal amount equal to the unredeemed portion of the Series 2018 
Bond so surrendered. 

NOTICE OF ANY REDEMPTION identifying the Series 2018 Bonds or portions thereof 
to be redeemed shall be sent by United States mail, first-class, postage prepaid, to the Registered 
Owners thereof at their addresses as shown on the books of registration kept by the Paying 
Agent/Registrar not less than thirty (30) days before the date fixed for such redemption.  By the 
date fixed for redemption, due provision shall be made with the Paying Agent/Registrar for the 
payment of the redemption price of the Series 2018 Bonds called for redemption.  If such notice 
of redemption is given, and if due provision for such payment is made, all as provided above, the 
Series 2018 Bonds which are to be so redeemed thereby automatically shall be redeemed prior to 
their scheduled maturities, they shall not bear interest after the date fixed for redemption, and 
they shall not be regarded as being outstanding except for the purpose of being paid by the 
Paying Agent/Registrar with the funds so provided for such payment. 

WITH RESPECT TO ANY OPTIONAL REDEMPTION of the Bonds, unless all 
prerequisites to such redemption required by the Resolution have been met, including moneys 
sufficient to pay the principal of and premium, if any, and interest on the Bonds to be redeemed 
having been received by the Paying Agent/Registrar prior to the giving of notice of such 
redemption, such notice shall state that said redemption may, at the option of the Authority, be 
conditional upon the satisfaction of all prerequisites and receipt of such moneys by the Paying 
Agent/Registrar on or prior to the date fixed for such redemption, and if such prerequisites to the 
redemption and sufficient moneys are not received, such notice shall be of no force and effect, 
the Authority shall not redeem such Bonds and the Paying Agent/Registrar shall give notice, in 
the manner in which the notice of redemption was given, to the effect that the Bonds have not 
been redeemed. 

THE AUTHORITY HAS RESERVED THE RIGHT to issue additional revenue bonds 
and other obligations, subject to the restrictions contained in the Master Resolution, which bonds 
may be secured by a lien on a parity with, or subordinate and inferior to, the lien on the Net 
Revenues securing this bond and the series of which it is a part. 

THE SERIES 2018 BONDS ARE TRANSFERABLE only upon presentation and 
surrender thereof at the principal corporate trust office of the Paying Agent/Registrar, duly 
endorsed for transfer or accompanied by an assignment duly executed by the registered owner or 
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his authorized representative, subject to the terms and conditions of the Tenth Supplemental 
Resolution. 

THE SERIES 2018 BONDS ARE EXCHANGEABLE at the principal corporate trust 
office of the Paying Agent/Registrar for Series 2018 Bonds in the principal amount of $5,000 or 
any integral multiple thereof, subject to the terms and conditions of the Tenth Supplemental 
Resolution. 

THE PAYING AGENT/REGISTRAR IS NOT REQUIRED to accept for transfer or 
exchange any Series 2018 Bond called for redemption during the fifteen (15) days prior to 
mailing of any notice of redemption; provided, however, that such limitation shall not apply to 
the transfer or exchange by the registered owner of the unredeemed portion of a Series 2018 
Bond called for redemption in part. 

THE REGISTERED OWNER HEREOF shall never have the right to demand payment 
out of any funds raised or to be raised by taxation.  The Authority has no taxing power to pay 
debt service. 

REFERENCE IS HEREBY MADE TO THE RESOLUTION, a copy of which is on file 
in the office of the Paying Agent/Registrar, and to all of the provisions of which the Registered 
Owner of this bond by the acceptance hereof hereby assents, for definitions of terms; the 
description of and the nature and extent of the security for the Series 2018 Bonds; the priority for 
the application and use of the income and revenues of the System; the Net Revenues pledged to 
the payment of the principal of and interest on the Series 2018 Bonds; the nature and extent and 
manner of enforcement of the lien and pledge securing the payment of the Series 2018 Bonds; 
the terms and conditions for the issuance of additional revenue obligations, including additional 
Senior Lien Obligations; the terms and conditions for amending the Resolution; the terms and 
conditions relating to the transfer or exchange of this bond; the rights, duties, and obligations of 
the Authority and the Paying Agent/Registrar; the terms and provisions upon which the liens, 
pledges, charges and covenants made therein may be discharged at or prior to the maturity of this 
bond, and deemed to be no longer Outstanding thereunder; and for the other terms and provisions 
thereof.  Capitalized terms used herein, unless otherwise defined, have the same meanings 
assigned in the Resolution. 

IT IS HEREBY DECLARED AND REPRESENTED that this bond has been duly and 
validly issued and delivered; that all acts, conditions, and things required or proper to be 
performed, exist, and be done precedent to or in the issuance and delivery of this bond have been 
performed, existed, and been done in accordance with law; that the Series 2018 Bonds do not 
exceed any statutory limitation; and that provision has been made for the payment of the 
principal of and interest on this bond and all of the Series 2018 Bonds by the aforesaid first lien 
on and pledge of the Net Revenues. 

THIS BOND shall not be valid or obligatory for any purpose or be entitled to any benefit 
under the Resolution unless this bond either (i) is registered by the Comptroller of Public 
Accounts of the State of Texas or (ii) is authenticated by the Paying Agent/Registrar by due 
execution of the authentication certificate manually endorsed hereon.  Such duly executed 
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certificate of authentication shall be conclusive evidence that this bond was delivered by the 
Paying Agent/Registrar under the provisions of the Resolution. 

 IN WITNESS WHEREOF, the Authority has caused its corporate seal to be impressed or 
placed in facsimile hereon and has in the Resolution directed this bond to be signed by the 
President and countersigned by the Secretary of the Board of Directors by their printed facsimile 
signatures. 

NORTH HARRIS COUNTY REGIONAL WATER 
AUTHORITY 
 
 
   
President, Board of Directors 

(AUTHORITY SEAL) 

   
Secretary, Board of Directors 
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[FORM OF COMPTROLLER’S REGISTRATION CERTIFICATE] 

The following form of Comptroller’s Registration Certificate shall be attached or affixed 
to each of the Series 2018 Bonds initially delivered. 

THE STATE OF TEXAS § 
 § REGISTER NO. _________________ 
OFFICE OF THE COMPTROLLER § 
    OF PUBLIC ACCOUNTS § 

I hereby certify that there is on file and of record in my office a certificate of the Attorney 
General of the State of Texas to the effect that this bond and the proceedings for the issuance 
hereof have been examined by him as required by law, that he finds that it has been issued in 
conformity with the Constitution and laws of the State of Texas and that it is a valid and binding 
special obligation of the North Harris County Regional Water Authority, payable from the 
revenues and other funds pledged to its payment by and in the proceedings authorizing the same, 
and I do further certify that this bond has this day been registered by me. 

WITNESS MY SIGNATURE AND SEAL OF OFFICE this ______________________ 
____________________. 

   
Comptroller of Public Accounts 
of the State of Texas 

[SEAL] 
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[FORM OF AUTHENTICATION CERTIFICATE] 

The following form of Authentication Certificate shall appear on each of the Series 2018 
Bonds. 

AUTHENTICATION CERTIFICATE 

Registration Date: ___________________ 

This bond is one of the Bonds described in and delivered pursuant to the within-
mentioned Master Resolution; and, except for the Bonds initially delivered, this bond has been 
issued in conversion of and exchange for or replacement of a bond, bonds or a portion of a bond 
or bonds of an issue which originally was approved by the Attorney General of the State of 
Texas and registered by the Comptroller of Public Accounts of the State of Texas. 

ZB, NATIONAL ASSOCIATION,  
DBA AMEGY BANK  
 
 
 
By:   
 Authorized Signature 
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[FORM OF ASSIGNMENT] 

The following form of assignment shall appear on each of the Series 2018 Bonds. 

ASSIGNMENT 

For value received, the undersigned hereby sells, assigns, and transfers unto 

   
 (Please print or type name, address, and zip code of Transferee) 

   
 (Please insert Social Security or Taxpayer Identification Number of Transferee) 

the within bond and hereby irrevocably constitutes and appoints _____________ attorney to 
transfer said bond on the books kept for registration thereof, with full power of substitution in the 
premises. 

DATED: 
 
   

 
 
   
 Registered Owner 

Signature Guaranteed: 
 
   
 
 
   
Notice:  Signature must be guaranteed by a 
member firm of the New York Stock 
Exchange or a commercial bank of trust 
company. 

NOTICE:  The signature above must 
correspond to the name of the registered owner 
as shown on the face of this certificate in every 
particular, without any alteration, enlargement 
or change whatsoever. 
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EXHIBIT C 

FORM OF SPECIAL ESCROW DEPOSIT AGREEMENT 

 



 

 D-1 
 4126-3074-8691.1 
 

EXHIBIT D 

ANNUAL FINANCIAL STATEMENTS AND OPERATING DATA 

The financial information and operating data with respect to the Authority to be provided 
annually in accordance with Section 9.1 of the Resolution are as specified below. 

Annual Financial Statements and Operating Data 
 

1. The Authority’s audited financial statements for the most recently concluded fiscal year 
and, to the extent that such statements are not completed and available, unaudited 
financial statements for such fiscal year. 
 

2. Financial information and operating data for the Authority that conforms substantially to 
such information and data set out in the tables appearing under the captions 
“INVESTMENTS” and “FINANCIAL DATA,” except for “Historical Debt Service 
Coverage (unaudited),” in the Official Statement for the Authority’s Senior Lien Revenue 
and Refunding Bonds, Series 2016. 

Accounting Principles 

 The accounting principles referred to in such section are the accounting principles 
described in the notes to the financial statements referred to in paragraph 1 above. 



Municipality
   

Is the area to be served by the project within the service area of a municipality or other public

utility?: Y

If yes, has the applicant obtained an affidavit stating that the utility does not object to the

construction and operation of the services and facilities in its service area?: N

If no, provide an explanation as to why not.: See attached Enabling Legislation



NoObjectionAffidavit N/A



Board Approved WCP
   

If the assistance requested is more than $500,000 a Water Conservation Plan (WCP) is required.

The WCP cannot be more than FIVE years old and must have been adopted by the applicant. Has

the applicant adopted a Board-approved WCP?  (Check one and attach requested information, if

any.): Y

Enter date of Applicant's WCP adoption: 2013-11-04 00:00:00.0



 

























































Retail Water Services
   

Does the applicant provide retail water services?: N



NHCWRA is not required to submit a Water Use Survey because it is a wholesale provider. 

 



Potable Water Services
   

Is the applicant a retail public utility that provides potable water?: N



NHCWRA is not required to submit a Water Loss Audit because it is a wholesale provider. 

 



Provide Wastewater Services
   

Does the applicant provide wastewater services?: N

Provide Regional or Wholesale Water Services
   

Does the applicant provide regional or wholesale water services?: Y

   

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

usage, including whether any are in bankruptcy.

   

   

Comments: Calendar year 2017 data

Customer Name Annual Usage (gal) Percent of Usage Bankruptcy (Y/N)
Harris Co. M.U.D. 358 1,042,202,862 3.32% N
NW Harris Co. M.U.D.
5

1,026,732,309 3.27% N

Harris Co. M.U.D. 387 914,676,035 2.91% N
Harris Co. F.W.S.D. 61 792,463,793 2.52% N
Tomball, City of 787,401,517 2.51% N
Bridgestone M.U.D. 761,755,867 2.43% N
Harris Co. M.U.D. 367
& 383

715,280,433 2.28% N

Harris Co. M.U.D. 24 516,489,784 1.65% N
Harris Co. M.U.D.
280/281/282

487,820,173 1.55% N

Timber Lane U.D. 484,852,241 1.54% N



   

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

including whether any are in bankruptcy.

   
Customer Name Annual Revenue Percent of Revenue Bankruptcy (Y/N)

Harris Co. M.U.D. 358 $3,022,388 3.45% N
NW Harris Co. M.U.D.
5

$3,019,715 3.45% N

Harris Co. M.U.D. 387 $2,652,561 3.03% N
Harris Co. F.W.S.D. 61 $2,298,145 2.63% N
Tomball, City of $2,283,464 2.61% N
Bridgestone M.U.D. $2,241,843 2.56% N
Harris Co. M.U.D. 367
& 383

$2,304,354 2.63% N

Harris Co. M.U.D. 24 $1,601,321 1.83% N
Harris Co. M.U.D.
280/281/282

$1,414,679 1.62% N

Timber Lane U.D. $1,406,072 1.61% N



   

Provide a summary of the wholesale contracts with customers.

   

Debt
   

Disclose all issues that may affect the project or the applicant's ability to issue and/or repay debt

(such as anticipated lawsuits, judgments, bankruptcies, major customer closings, etc).: The

NHCRWA does not anticipate any lawsuits that would adversely impact its ability to make timely

debt service payments. The NHCRWA has no outstanding judgments and is not aware of any

customer bankruptcies or major customer closings that would impact its ability to make timely

payment of its debt service.

   

Has the applicant ever defaulted on any debt?: N

Taxing Authority
   

Does the applicant have taxing authority?: N

Tax Assessed Valuations

   

   

Tax Assessed Values Comments: 

Contract
Type

Minimum
Annual
Amount

Usage Fee
Per 1000
Gallons

Annual
Operations

and
Maintenance

Annual
Capital
Costs

Annual Debt
Service

Other

N/A $0 $0 $0 $0 $0 $0
N/A $0 $0 $0 $0 $0 $0
N/A $0 $0 $0 $0 $0 $0
N/A $0 $0 $0 $0 $0 $0
N/A $0 $0 $0 $0 $0 $0
N/A $0 $0 $0 $0 $0 $0
N/A $0 $0 $0 $0 $0 $0
N/A $0 $0 $0 $0 $0 $0
N/A $0 $0 $0 $0 $0 $0
N/A $0 $0 $0 $0 $0 $0

Fiscal Year
Ending

Net
Taxable

Assessed
Value ($)

Tax Rate
($)

General
Fund ($)

Interest &
Sinking
Fund ($)

Tax Levy
($)

Percentage
Current

Collections
(%)

Percentage
Total

Collections
(%)

2018
2017
2016
2015
2014



TaxRateTable N/A



TaxAssessedValueByClass_0 N/A



TaxAssessedValueByClass_1 N/A



TaxAssessedValueByClass_2 N/A



TaxAssessedValueByClass_3 N/A



TaxAssessedValueByClass_4 N/A



Top Ten Taxpayers
   

   

   

Top Ten Taxpayer Comments: 

Tax Rate and Sales Tax
   

   

Provide the maximum tax rate permitted by law per $100 of property value.: 

   

Does the applicant collect sales tax?: N

   

Is the proposed loan tax-exempt?: N

Taxpayer Name Assessed Value Percent of Total Bankruptcy (Y/N)



3/5/2018

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 Total All Bonds

Northeast Plant Expansion $8,160,000 $42,845,000 (a) $236,630,000 $237,635,000 $4,290,000 $4,290,000 $17,910,000 $551,760,000

Additional Northeast Plant Expansion $81,780,000 (f) $85,640,000 $25,790,000 $17,130,000 $5,840,000 $5,890,000 $222,070,000

Second Source Line (NETL) $58,125,000 $26,905,000 (a) $39,585,000 $36,085,000 $29,025,000 $32,410,000 $222,135,000

Additional Second Source Line (NETL) $67,950,000 (b) $12,425,000 $37,480,000 $117,855,000

2025 Transmission System $10,900,000 $2,545,000 (a) $6,035,000 $68,750,000 $47,155,000 $135,385,000

2025 Distribution System - 2015 SWIFT $3,250,000 $40,875,000 (a) $44,125,000

2025 Distribution System - 2017 SWIFT $3,150,000 (e) $6,900,000 $62,950,000 $73,000,000

2025 Distribution System - 2018 SWIFT $715,000 (g) $1,140,000 $16,180,000 $3,490,000 $17,230,000 $33,725,000 $82,525,000 $8,445,000 $58,205,000 $45,900,000 $183,895,000 $72,790,000 $77,605,000 $601,845,000

Distro System - 249 Pumping Station $13,930,000 (c) $93,890,000 $107,820,000

Capital Improvement Plan (CIP) $75,000,000 (d) $75,000,000

Ground Water Reduction Plan (GRP) $0

TWDB Bonds $195,050,000 $2,075,995,000

NHCRWA Bonds $75,000,000 $75,000,000

Total Bonds $80,435,000 $270,050,000 $391,715,000 $469,345,000 $230,200,000 $78,670,000 $38,530,000 $23,070,000 $39,615,000 $82,525,000 $8,445,000 $58,205,000 $45,900,000 $183,895,000 $72,790,000 $77,605,000 $2,150,995,000

$270,050,000 $2,150,995,000

$113,170,000

(a)  TWDB previously approved this project funding as a part of the TWDB's 2015 multi-year approval process.

(b)  Represents additional costs per estimates provided by the City of Houston (4th quarter 2015).  This project/funding was part of the NHCRWA 2016 TWDB Approved Application.

(c)  Represents additional 2025 NHCRWA distribution system costs for the 249 Pumping Station.  This project/funding was part of the NHCRWA 2016 TWDB Approved Application.

(d)  Represents project costs that were funded with NHCRWA Series 2016 Revenue Bonds.

(e)  Represents additional 2025 NHCRWA distribution system costs.  This project/funding represents the NHCRWA 2017 TWDB Application.

(f)  Represents additional costs per estimates provided by the City of Houston (1st quarter 2018).  This project/funding was part of the NHCRWA 2018 TWDB Application.

(g)  Represents additional 2025 NHCRWA distribution system costs.  This project/funding represents the NHCRWA 2018 TWDB Application.

SwiftBondsByYearPlusCIP&GRP2015-2022 - for 2018 SWIFT Application - 3-5-2018

NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY
  TWDB SWIFT BONDS PLUS CIP BONDS AND GRP BONDS BY YEAR

For 2018 SWIFT Application

 





































NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY

Projected Debt Service With 2016 Refunding 2008 Bonds, 2015-2030 TWDB Swift Bond Financings and Projected Additional Bonds Calculating MADS

3/28/2018

OutlineForSwiftBond2016-2030CaculatingMADS - For 2018 Planning 3-28-2018

$195,050,000 $391,715,000 $469,345,000 $230,200,000 $78,670,000 $38,530,000 $23,070,000 $39,615,000 $82,525,000 $8,445,000 $58,205,000 $45,900,000 $183,895,000 $72,790,000 $77,605,000 TOTAL Out-of-Pocket Next Year's

Existing Debt Series 2016 Series Series Series Series Series Series Series Series Series Series Series Series Series Series Annual BONDED Capitalized Bond Debt Out-of-Pocket

Service (a) (b) Subtotal 2017 (d) Subtotal 2018 (d) Subtotal 2019 (d) Subtotal 2020 (d) Subtotal 2021 (d) Subtotal 2022 (d) Subtotal 2023 (d) Subtotal 2024 (d) Subtotal 2025 (d) Subtotal 2026 (d) Subtotal 2027 (d) Subtotal 2028 (d) Subtotal 2029 (d) Subtotal 2030 (d) Subtotal Total Debt Service DEBT SERVICE Interest Service Bonded Dbt Sv

Year Year

2015 $30,826,973 $30,826,973 $30,871,446 2015

2016 $30,871,446 $30,871,446 $30,871,446 $0 $30,871,446 $32,779,464 2016

2017 $35,653,345 $4,688,162 $40,341,507 $0 $40,341,507 $40,341,507 $7,562,044 $32,779,464 $40,695,069 2017

2018 $35,659,885 $9,647,535 $45,307,420 $10,144,502 $55,451,922 $2,593,131 $58,045,053 $58,045,053 $17,349,984 $40,695,069 $66,481,423 2018

2019 $35,544,077 $9,642,955 $45,187,032 $19,134,156 $64,321,188 $24,725,900 $89,047,088 $1,271,855 $90,318,943 $90,318,943 $23,837,521 $66,481,423 $78,887,453 2019

2020 $35,548,118 $9,631,760 $45,179,878 $19,154,904 $64,334,782 $24,725,900 $89,060,682 $12,127,331 $101,188,013 $434,652 $101,622,665 $101,622,665 $22,735,213 $78,887,453 $95,547,222 2020

2021 $35,545,473 $9,626,030 $45,171,503 $19,187,038 $64,358,541 $24,725,900 $89,084,441 $12,127,331 $101,211,772 $4,144,471 $105,356,243 $229,254 $105,585,497 $105,585,497 $10,038,275 $95,547,222 $105,123,633 2021

2022 $36,954,670 $9,621,166 $46,575,836 $19,223,226 $65,799,062 $24,725,900 $90,524,962 $12,127,331 $102,652,293 $4,144,471 $106,796,764 $2,094,927 $108,891,692 $137,267 $109,028,958 $109,028,958 $109,028,958 $3,905,325 $105,123,633 $108,263,093 2022

2023 $36,947,385 $9,616,516 $46,563,901 $19,259,038 $65,822,939 $24,725,900 $90,548,839 $12,127,331 $102,676,170 $4,144,471 $106,820,641 $2,094,927 $108,915,569 $1,254,347 $110,169,915 $249,178 $110,419,093 $110,419,093 $110,419,093 $2,156,000 $108,263,093 $110,700,525 2023

2024 $36,950,581 $9,615,851 $46,566,431 $19,304,952 $65,871,383 $24,725,900 $90,597,284 $12,127,331 $102,724,615 $4,144,471 $106,869,086 $2,094,927 $108,964,013 $1,254,347 $110,218,360 $2,208,229 $112,426,589 $547,141 $112,973,730 $112,973,730 $112,973,730 $2,273,205 $110,700,525 $112,567,205 2024

2025 $36,969,851 $9,608,393 $46,578,244 $19,347,342 $65,925,586 $24,725,900 $90,651,486 $12,127,331 $102,778,817 $4,144,471 $106,923,288 $2,094,927 $109,018,216 $1,254,347 $110,272,562 $2,208,229 $112,480,792 $4,714,653 $117,195,445 $55,990 $117,251,435 $117,251,435 $117,251,435 $4,684,230 $112,567,205 $114,584,143 2025

2026 $36,985,149 $9,605,138 $46,590,287 $19,393,570 $65,983,857 $24,725,900 $90,709,757 $12,127,331 $102,837,088 $4,144,471 $106,981,559 $2,094,927 $109,076,487 $1,254,347 $110,330,833 $2,208,229 $112,539,063 $4,714,653 $117,253,716 $482,463 $117,736,179 $395,794 $118,131,973 $118,131,973 $118,131,973 $3,547,830 $114,584,143 $118,783,513 2026

2027 $36,973,695 $9,600,839 $46,574,533 $19,436,092 $66,010,625 $24,725,900 $90,736,526 $12,127,331 $102,863,857 $4,144,471 $107,008,328 $2,094,927 $109,103,255 $1,254,347 $110,357,602 $2,208,229 $112,565,831 $4,714,653 $117,280,484 $482,463 $117,762,947 $3,366,001 $121,128,948 $312,120 $121,441,068 $121,441,068 $121,441,068 $2,657,555 $118,783,513 $120,984,067 2027

2028 $36,979,251 $9,603,937 $46,583,188 $19,479,345 $66,062,533 $24,725,900 $90,788,433 $12,127,331 $102,915,764 $4,144,471 $107,060,235 $2,094,927 $109,155,163 $1,254,347 $110,409,509 $2,208,229 $112,617,739 $4,714,653 $117,332,392 $482,463 $117,814,855 $3,366,001 $121,180,856 $2,654,402 $123,835,257 $1,313,010 $125,148,267 $125,148,267 $125,148,267 $4,164,200 $120,984,067 $125,754,830 2028

2029 $36,983,721 $9,614,062 $46,597,783 $19,529,777 $66,127,560 $24,725,900 $90,853,460 $12,127,331 $102,980,791 $4,144,471 $107,125,262 $2,094,927 $109,220,190 $1,254,347 $110,474,536 $2,208,229 $112,682,766 $4,714,653 $117,397,419 $482,463 $117,879,882 $3,366,001 $121,245,883 $2,654,402 $123,900,284 $10,894,416 $134,794,700 $519,721 $135,314,420 $135,314,420 $135,314,420 $9,559,590 $125,754,830 $128,938,357 2029

2030 $36,996,625 $9,612,566 $46,609,191 $19,576,428 $66,185,619 $24,725,900 $90,911,520 $12,127,331 $103,038,851 $4,144,471 $107,183,322 $2,094,927 $109,278,249 $1,254,347 $110,532,596 $2,208,229 $112,740,825 $4,714,653 $117,455,478 $482,463 $117,937,941 $3,366,001 $121,303,942 $2,654,402 $123,958,344 $10,894,416 $134,852,759 $4,312,268 $139,165,027 $554,100 $139,719,127 $139,719,127 $139,719,127 $10,780,770 $128,938,357 $137,497,964 2030

2031 $36,998,168 $9,613,256 $46,611,424 $19,626,201 $66,237,625 $24,725,900 $90,963,525 $12,127,331 $103,090,856 $4,144,471 $107,235,327 $2,094,927 $109,330,255 $1,254,347 $110,584,601 $2,208,229 $112,792,831 $4,714,653 $117,507,484 $482,463 $117,989,947 $3,366,001 $121,355,948 $2,654,402 $124,010,349 $10,894,416 $134,904,765 $4,312,268 $139,217,033 $4,597,521 $143,814,554 $143,814,554 $143,814,554 $6,316,590 $137,497,964 $140,597,868 2031

2032 $37,003,868 $9,609,112 $46,612,980 $19,667,369 $66,280,349 $24,725,900 $91,006,249 $12,127,331 $103,133,580 $4,144,471 $107,278,051 $2,094,927 $109,372,979 $1,254,347 $110,627,325 $2,208,229 $112,835,555 $4,714,653 $117,550,208 $482,463 $118,032,671 $3,366,001 $121,398,672 $2,654,402 $124,053,073 $10,894,416 $134,947,489 $4,312,268 $139,259,757 $4,597,521 $143,857,278 $143,857,278 $143,857,278 $3,259,410 $140,597,868 $143,906,774 2032

2033 $37,013,065 $9,608,544 $46,621,609 $19,708,236 $66,329,845 $24,725,900 $91,055,746 $12,127,331 $103,183,077 $4,144,471 $107,327,548 $2,094,927 $109,422,475 $1,254,347 $110,676,822 $2,208,229 $112,885,051 $4,714,653 $117,599,704 $482,463 $118,082,167 $3,366,001 $121,448,168 $2,654,402 $124,102,570 $10,894,416 $134,996,985 $4,312,268 $139,309,253 $4,597,521 $143,906,774 $143,906,774 $143,906,774 $0 $143,906,774 $135,905,496 2033

2034 $28,962,221 $9,611,171 $38,573,392 $19,755,175 $58,328,567 $24,725,900 $83,054,467 $12,127,331 $95,181,798 $4,144,471 $99,326,269 $2,094,927 $101,421,196 $1,254,347 $102,675,543 $2,208,229 $104,883,772 $4,714,653 $109,598,426 $482,463 $110,080,888 $3,366,001 $113,446,889 $2,654,402 $116,101,291 $10,894,416 $126,995,707 $4,312,268 $131,307,975 $4,597,521 $135,905,496 $135,905,496 $135,905,496 $135,905,496 $135,957,057 2034

2035 $28,964,959 $9,610,576 $38,575,535 $19,804,593 $58,380,128 $24,725,900 $83,106,028 $12,127,331 $95,233,359 $4,144,471 $99,377,830 $2,094,927 $101,472,757 $1,254,347 $102,727,104 $2,208,229 $104,935,333 $4,714,653 $109,649,987 $482,463 $110,132,449 $3,366,001 $113,498,450 $2,654,402 $116,152,852 $10,894,416 $127,047,268 $4,312,268 $131,359,536 $4,597,521 $135,957,057 $135,957,057 $135,957,057 $135,957,057 $130,461,356 2035

2036 $23,414,868 $9,617,704 $33,032,572 $19,851,855 $52,884,427 $24,725,900 $77,610,327 $12,127,331 $89,737,659 $4,144,471 $93,882,129 $2,094,927 $95,977,057 $1,254,347 $97,231,403 $2,208,229 $99,439,633 $4,714,653 $104,154,286 $482,463 $104,636,749 $3,366,001 $108,002,750 $2,654,402 $110,657,151 $10,894,416 $121,551,567 $4,312,268 $125,863,835 $4,597,521 $130,461,356 $130,461,356 $130,461,356 $130,461,356 $130,528,829 2036

2037 $23,416,869 $9,627,480 $33,044,349 $19,907,551 $52,951,900 $24,725,900 $77,677,800 $12,127,331 $89,805,131 $4,144,471 $93,949,602 $2,094,927 $96,044,529 $1,254,347 $97,298,876 $2,208,229 $99,507,105 $4,714,653 $104,221,759 $482,463 $104,704,221 $3,366,001 $108,070,222 $2,654,402 $110,724,624 $10,894,416 $121,619,040 $4,312,268 $125,931,308 $4,597,521 $130,528,829 $130,528,829 $130,528,829 $130,528,829 $130,587,340 2037

2038 $23,420,370 $9,624,378 $33,044,748 $19,965,663 $53,010,411 $24,725,900 $77,736,311 $12,127,331 $89,863,643 $4,144,471 $94,008,113 $2,094,927 $96,103,041 $1,254,347 $97,357,387 $2,208,229 $99,565,617 $4,714,653 $104,280,270 $482,463 $104,762,733 $3,366,001 $108,128,734 $2,654,402 $110,783,135 $10,894,416 $121,677,551 $4,312,268 $125,989,819 $4,597,521 $130,587,340 $130,587,340 $130,587,340 $130,587,340 $115,695,868 2038

2039 $8,469,206 $9,625,933 $18,095,139 $20,023,800 $38,118,939 $24,725,900 $62,844,839 $12,127,331 $74,972,171 $4,144,471 $79,116,641 $2,094,927 $81,211,569 $1,254,347 $82,465,915 $2,208,229 $84,674,145 $4,714,653 $89,388,798 $482,463 $89,871,261 $3,366,001 $93,237,262 $2,654,402 $95,891,663 $10,894,416 $106,786,079 $4,312,268 $111,098,347 $4,597,521 $115,695,868 $115,695,868 $115,695,868 $115,695,868 $115,742,440 2039

2040 $8,469,954 $9,631,871 $18,101,825 $20,063,686 $38,165,511 $24,725,900 $62,891,411 $12,127,331 $75,018,743 $4,144,471 $79,163,213 $2,094,927 $81,258,141 $1,254,347 $82,512,487 $2,208,229 $84,720,717 $4,714,653 $89,435,370 $482,463 $89,917,833 $3,366,001 $93,283,834 $2,654,402 $95,938,235 $10,894,416 $106,832,651 $4,312,268 $111,144,919 $4,597,521 $115,742,440 $115,742,440 $115,742,440 $115,742,440 $115,804,059 2040

2041 $8,472,626 $9,641,918 $18,114,544 $20,112,586 $38,227,130 $24,725,900 $62,953,030 $12,127,331 $75,080,362 $4,144,471 $79,224,832 $2,094,927 $81,319,760 $1,254,347 $82,574,106 $2,208,229 $84,782,336 $4,714,653 $89,496,989 $482,463 $89,979,452 $3,366,001 $93,345,453 $2,654,402 $95,999,854 $10,894,416 $106,894,270 $4,312,268 $111,206,538 $4,597,521 $115,804,059 $115,804,059 $115,804,059 $115,804,059 $115,868,048 2041

2042 $8,474,026 $9,650,800 $18,124,826 $20,166,293 $38,291,119 $24,725,900 $63,017,019 $12,127,331 $75,144,351 $4,144,471 $79,288,821 $2,094,927 $81,383,749 $1,254,347 $82,638,095 $2,208,229 $84,846,325 $4,714,653 $89,560,978 $482,463 $90,043,441 $3,366,001 $93,409,442 $2,654,402 $96,063,843 $10,894,416 $106,958,259 $4,312,268 $111,270,527 $4,597,521 $115,868,048 $115,868,048 $115,868,048 $115,868,048 $115,918,198 2042

2043 $8,487,746 $9,635,990 $18,123,736 $20,217,533 $38,341,269 $24,725,900 $63,067,169 $12,127,331 $75,194,501 $4,144,471 $79,338,971 $2,094,927 $81,433,899 $1,254,347 $82,688,245 $2,208,229 $84,896,475 $4,714,653 $89,611,128 $482,463 $90,093,591 $3,366,001 $93,459,592 $2,654,402 $96,113,993 $10,894,416 $107,008,409 $4,312,268 $111,320,677 $4,597,521 $115,918,198 $115,918,198 $115,918,198 $115,918,198 $115,957,741 2043

2044 $8,488,427 $9,623,812 $18,112,239 $20,268,573 $38,380,812 $24,725,900 $63,106,712 $12,127,331 $75,234,043 $4,144,471 $79,378,514 $2,094,927 $81,473,441 $1,254,347 $82,727,788 $2,208,229 $84,936,017 $4,714,653 $89,650,671 $482,463 $90,133,133 $3,366,001 $93,499,134 $2,654,402 $96,153,536 $10,894,416 $107,047,952 $4,312,268 $111,360,220 $4,597,521 $115,957,741 $115,957,741 $115,957,741 $115,957,741 $116,004,124 2044

2045 $8,496,255 $9,613,959 $18,110,214 $20,316,981 $38,427,195 $24,725,900 $63,153,095 $12,127,331 $75,280,427 $4,144,471 $79,424,897 $2,094,927 $81,519,825 $1,254,347 $82,774,171 $2,208,229 $84,982,401 $4,714,653 $89,697,054 $482,463 $90,179,517 $3,366,001 $93,545,518 $2,654,402 $96,199,919 $10,894,416 $107,094,335 $4,312,268 $111,406,603 $4,597,521 $116,004,124 $116,004,124 $116,004,124 $116,004,124 $111,877,712 2045

2046 $4,315,500 $9,606,124 $13,921,624 $20,379,159 $34,300,783 $24,725,900 $59,026,683 $12,127,331 $71,154,015 $4,144,471 $75,298,485 $2,094,927 $77,393,413 $1,254,347 $78,647,759 $2,208,229 $80,855,989 $4,714,653 $85,570,642 $482,463 $86,053,105 $3,366,001 $89,419,106 $2,654,402 $92,073,507 $10,894,416 $102,967,923 $4,312,268 $107,280,191 $4,597,521 $111,877,712 $111,877,712 $111,877,712 $111,877,712 $98,021,248 2046

2047 $0 $20,444,319 $20,444,319 $24,725,900 $45,170,219 $12,127,331 $57,297,551 $4,144,471 $61,442,021 $2,094,927 $63,536,949 $1,254,347 $64,791,295 $2,208,229 $66,999,525 $4,714,653 $71,714,178 $482,463 $72,196,641 $3,366,001 $75,562,642 $2,654,402 $78,217,043 $10,894,416 $89,111,459 $4,312,268 $93,423,727 $4,597,521 $98,021,248 $98,021,248 $98,021,248 $98,021,248 $52,851,029 2047

2048 $0 $12,127,331 $12,127,331 $4,144,471 $16,271,802 $2,094,927 $18,366,729 $1,254,347 $19,621,076 $2,208,229 $21,829,305 $4,714,653 $26,543,959 $482,463 $27,026,421 $3,366,001 $30,392,422 $2,654,402 $33,046,824 $10,894,416 $43,941,240 $4,312,268 $48,253,508 $4,597,521 $52,851,029 $52,851,029 $52,851,029 $52,851,029 $40,723,697 2048

2049 $4,144,471 $4,144,471 $2,094,927 $6,239,398 $1,254,347 $7,493,745 $2,208,229 $9,701,974 $4,714,653 $14,416,627 $482,463 $14,899,090 $3,366,001 $18,265,091 $2,654,402 $20,919,493 $10,894,416 $31,813,908 $4,312,268 $36,126,176 $4,597,521 $40,723,697 $40,723,697 $40,723,697 $40,723,697 $36,579,227 2049

2050 $2,094,927 $2,094,927 $1,254,347 $3,349,274 $2,208,229 $5,557,503 $4,714,653 $10,272,157 $482,463 $10,754,620 $3,366,001 $14,120,620 $2,654,402 $16,775,022 $10,894,416 $27,669,438 $4,312,268 $31,981,706 $4,597,521 $36,579,227 $36,579,227 $36,579,227 $36,579,227 $34,484,299 2050

2051 $1,254,347 $1,254,347 $2,208,229 $3,462,576 $4,714,653 $8,177,229 $482,463 $8,659,692 $3,366,001 $12,025,693 $2,654,402 $14,680,095 $10,894,416 $25,574,510 $4,312,268 $29,886,778 $4,597,521 $34,484,299 $34,484,299 $34,484,299 $34,484,299 $33,229,953 2051

2052 $2,208,229 $2,208,229 $4,714,653 $6,922,883 $482,463 $7,405,345 $3,366,001 $10,771,346 $2,654,402 $13,425,748 $10,894,416 $24,320,164 $4,312,268 $28,632,432 $4,597,521 $33,229,953 $33,229,953 $33,229,953 $33,229,953 $31,021,723 2052

2053 $4,714,653 $4,714,653 $482,463 $5,197,116 $3,366,001 $8,563,117 $2,654,402 $11,217,519 $10,894,416 $22,111,934 $4,312,268 $26,424,202 $4,597,521 $31,021,723 $31,021,723 $31,021,723 $31,021,723 $26,307,070 2053

2054 $482,463 $482,463 $3,366,001 $3,848,464 $2,654,402 $6,502,865 $10,894,416 $17,397,281 $4,312,268 $21,709,549 $4,597,521 $26,307,070 $26,307,070 $26,307,070 $26,307,070 $25,824,607 2054

2055 $3,366,001 $3,366,001 $2,654,402 $6,020,402 $10,894,416 $16,914,818 $4,312,268 $21,227,086 $4,597,521 $25,824,607 $25,824,607 $25,824,607 $25,824,607 $22,458,606 2055

2056 $2,654,402 $2,654,402 $10,894,416 $13,548,817 $4,312,268 $17,861,085 $4,597,521 $22,458,606 $22,458,606 $22,458,606 $22,458,606 $19,804,205 2056

2057 $10,894,416 $10,894,416 $4,312,268 $15,206,684 $4,597,521 $19,804,205 $19,804,205 $19,804,205 $19,804,205 $8,909,789 2057

2058 $4,312,268 $4,312,268 $4,597,521 $8,909,789 $8,909,789 $8,909,789 $8,909,789 $4,597,521 2058

2059 $4,597,521 $4,597,521 $4,597,521 $4,597,521 $4,597,521 $0 2059

2060 2060

2061 2061

2062 2062



2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Water Rates 1.75/2.20 - 2.00/2.45 2.00/2.40 - 2.45/2.85 2.40/2.90 - 2.85/3.35 2.90/3.40 - 3.35/3.85

Groundwater Pumpage Fee 1.97                       2.00                         2.35                                  2.85                                  3.30                                3.90                       4.40                       4.90                       4.90                       5.40                       5.40                       5.40                       5.40                       5.40                       5.40                       5.40                       5.40                       

Surface Water Fee 2.29                       2.45                         2.75                                  3.25                                  3.70                                4.35                       4.85                       5.35                       5.35                       5.85                       5.85                       5.85                       5.85                       5.85                       5.85                       5.85                       5.85                       

Revenue

Groundwater Pumpage Fee 31,388,000            31,792,000              38,102,000                       47,133,000                       55,667,000                     67,104,000            78,173,000            89,071,000            91,068,000            102,543,000          104,706,000          63,344,000            64,400,000            65,615,000            66,791,000            67,927,000            69,023,000            

Surface Water Sales 17,965,000            19,182,000              21,961,000                       26,473,000                       30,741,000                     36,865,000            41,924,000            47,171,000            48,114,000            53,663,000            54,737,000            102,962,000          105,021,000          107,121,000          109,264,000          111,449,000          113,678,000          

Groundwater Sales -                             -                               -                                        -                                        -                                     -                             -                             

Reclaimed Water Sales -                             -                               -                                        -                                        -                                     -                             -                             

Subtotal Operating Revenue 
(1)

61,524,404            50,974,000              60,063,000                       73,606,000                       86,408,000                     103,969,000          120,097,005          136,242,005          139,182,005          156,206,006          159,443,006          166,306,006          169,421,006          172,736,006          176,055,006          179,376,006          182,701,006          

Capitalized Interest From Bond Proceeds -                             -                               2,046,837                         7,562,044                         17,349,984                     23,837,521            22,735,213            10,038,275            3,905,325              2,156,000              2,273,205              4,684,230              3,547,830              2,657,555              4,164,200              9,559,590              10,780,770            

Capitalized Legal & Eng., etc. from Bond Proceeds - Interest Earned 2007

Total Annual Revenue 61,524,404$          64,140,149$            74,823,583$                     91,869,846$                     103,757,984$                 127,806,521$        142,832,218$        146,280,280$        143,087,330$        158,362,006$        161,716,211$        170,990,236$        172,968,836$        175,393,561$        180,219,206$        188,935,596$        193,481,776$        

Total Annual Debt Service Req. ($) 29,563,728 32,873,812 30,871,446 40,341,507 58,045,053 90,318,943 101,622,665 105,585,497 109,028,958 110,419,093 112,973,730 117,251,435 118,131,973 121,441,068 125,148,267 135,314,420 139,719,127

Operation and Maintenance Expenses 21,018,552$          18,640,038$            13,340,436$                     15,066,859$                     15,594,000$                   16,140,000$          16,705,000$          17,290,000$          17,895,000$          18,521,000$          19,169,000$          19,840,000$          20,534,000$          21,253,000$          21,997,000$          22,767,000$          23,564,000$          

Luce Bayou Costs 
(2)

180,000                          725,000                 2,000,000              2,500,000              5,100,000              5,100,000              5,100,000              5,100,000              5,100,000              5,100,000              5,100,000              5,100,000              5,100,000              

Chloramination Facilities Credits 1,545,083                       1,545,083              1,545,083              1,545,083              1,545,083              1,545,083              1,545,083              1,545,083              1,545,083              1,545,083              1,545,083              1,545,083              1,545,083              

Capital Contribuition Credits (2003 & 2005 & 2008) 6,018,365                       6,018,365              6,018,365              6,018,365              6,018,365              6,018,365              6,018,365              6,018,365              6,018,365              6,018,365              6,018,365              6,018,365              6,018,365              

Administrative Costs 
(3)

2,295,064              2,430,316                3,002,043                         3,108,857                         3,187,000                       3,267,000              3,349,000              3,433,000              3,519,000              3,607,000              3,697,000              3,789,000              3,884,000              3,981,000              4,081,000              4,183,000              4,288,000              

Net Revenues 38,210,788            43,069,795              58,481,104                       55,430,284                       59,883,552                     76,273,552            90,479,557            105,455,557          105,104,557          121,414,558          123,913,558          130,013,558          132,339,558          134,838,558          137,313,558          139,762,558          142,185,558          

Total O&M $/1000 gal 0.98$                     0.89$                       0.68$                                0.74$                                1.05$                              1.08$                     1.12$                     1.14$                     1.24$                     1.24$                     1.24$                     1.24$                     1.24$                     1.24$                     1.25$                     1.25$                     1.26$                     

Annual O&M Expenses 23,313,616$          21,070,354$            16,342,479$                     18,175,716$                     26,524,448$                   27,695,448$          29,617,448$          30,786,448$          34,077,448$          34,791,448$          35,529,448$          36,292,448$          37,081,448$          37,897,448$          38,741,448$          39,613,448$          40,515,448$          

Annual O&M Expenses less Credits 23,313,616$          21,070,354$            16,342,479$                     18,175,716$                     18,961,000$                   20,132,000$          22,054,000$          23,223,000$          26,514,000$          27,228,000$          27,966,000$          28,729,000$          29,518,000$          30,334,000$          31,178,000$          32,050,000$          32,952,000$          

Annual O&M + DS Expenses 52,877,344$          53,944,166$            47,213,925$                     58,517,223$                     84,569,501$                   118,014,391$        131,240,113$        136,371,945$        143,106,406$        145,210,541$        148,503,178$        153,543,883$        155,213,421$        159,338,516$        163,889,715$        174,927,868$        180,234,575$        

AG 1.29 1.31 1.50 2.20 2.03 1.54 1.49 1.39 1.26 1.38 1.38 1.42 1.42 1.40 1.41 1.39 1.38

Year Ending Cash Balance
 (4)

131,958,965$        131,529,352$          150,626,254$                   185,721,707$                   204,910,190$                 214,702,320$        226,294,425$        236,202,761$        236,183,685$        249,335,150$        262,548,183$        279,994,536$        297,749,950$        313,804,995$        330,134,486$        344,142,214$        357,389,415$        

Coverage Fund Balance Requirement 11,655,402$                     16,582,461$                     22,763,937$                   25,795,769$          26,831,887$          27,355,619$          27,669,206$          28,221,263$          29,399,926$          29,520,542$          30,362,042$          31,025,643$          33,749,246$          34,827,313$          35,976,694$          

Coverage Fund & Improvement Fund Balance 
(5)

119,585,091$        125,497,300$          145,061,779$                   179,172,755$                   195,773,236$                 204,311,783$        214,161,067$        223,056,678$        222,211,278$        235,034,181$        247,963,086$        265,108,289$        282,372,628$        298,101,905$        313,882,401$        327,471,290$        339,837,584$        

Adjusted Net Revenues 
(6)

157,795,879$        168,018,082$          188,782,300$                   234,603,039$                   255,656,788$                 280,585,335$        304,640,624$        328,512,235$        327,315,835$        356,448,739$        371,876,644$        395,121,847$        414,712,186$        432,940,463$        451,195,959$        467,233,847$        482,023,142$        

Current Yr. Out of Pocket Debt Service 
(7)

29,563,728$          32,873,812$            28,824,609$                     32,779,463$                     40,695,069$                   66,481,422$          78,887,452$          95,547,222$          105,123,633$        108,263,093$        110,700,525$        112,567,205$        114,584,143$        118,783,513$        120,984,067$        125,754,830$        128,938,357$        

Adjusted Rate Covenant 
(8)

5.34 5.11 6.55 7.16 6.28 4.22 3.86 3.44 3.11 3.29 3.36 3.51 3.62 3.64 3.73 3.72 3.74

Maximum Annual Debt Service (w/ add'l bonds) 
(9)

$37,013,065 $46,621,609 $66,329,845 $91,055,746 $103,183,077 $107,327,548 $109,422,475 $110,676,822 $112,885,051 $117,599,704 $118,082,167 $121,448,168 $124,102,570 $134,996,985 $139,309,253 $143,906,774 $143,906,774

Adjusted Additional Bonds Test 
(10)

4.26 3.60 2.85 2.58 2.48 2.61 2.78 2.97 2.90 3.03 3.15 3.25 3.34 3.21 3.24 3.25 3.35

Water Usage

Total Water Demand (MGD)  (11)
65.00 65.00 66.30                                67.63                                68.98                              70.36                     72.36                     73.96                     75.56                     77.16                     78.76                     80.36                     81.86                     83.46                     85.06                     86.66                     88.26                     

% Conversion 33% 33% 33% 33% 33% 33% 33% 33% 33% 33% 33% 60% 60% 60% 60% 60% 60%

Surface Water Demand (MGD) 21.45                     21.45                       21.88                                22.32                                22.76                              23.22                     23.68                     24.16                     24.64                     25.13                     25.63                     48.22                     49.18                     50.17                     51.17                     52.19                     53.24                     

Ground Water Demand (MGD) 43.55                     43.55                       44.42                                45.31                                46.22                              47.14                     48.68                     49.80                     50.92                     52.03                     53.12                     32.14                     32.67                     33.29                     33.89                     34.46                     35.02                     

Immediate Ground Water Need (MGD) -                         -                           -                                    -                                    -                                 -                         -                         -                         -                         -                         -                         -                         -                         -                         -                         -                         -                         

Irrigation Water Demand (MGD) -                         -                           -                                    -                                    -                                 -                         -                         -                         -                         -                         -                         -                         -                         -                         -                         -                         -                         

Notes:

(1)   Reflects 2016 actual results and future year projections based on projected rates noted above and projected water usage (see footnote 11 below).

(2)   Assumed $100MM principal over 30 years at 3.0% interest.

(3)   Based on 2017 budgeted administrative costs. Projected to increase by 2.5% annually from 2017 to 2050.

(4)   Includes Operating Fund, Improvement Fund and Coverage Fund balances.

(5)   Year ending cash minus 17% (1/6) of current yr operating expenditures minus 8.5% (1/12) of next yrs. out of pocket Debt Service requirements.

(6)   Operating revenues minus annual O & M expenses plus Coverage Fund and Improvement Fund Balance. 

(7)   Annual current year Debt Service minus debt service funded with capitalized interest. 

(8)   Adjusted Net Revenues divided by Current Year Out of Pocket Debt Service.  (must be greater than 1.2 x)

(9)   MADS includes Debt Service for outstanding bonds plus Debt Service on any bonds to be issued during the next year.

(10)  Adjusted Net Revenues divided by MADS.  (must be greater than 1.2 x)

(11)  Total Water Usage is assumed to be constant 2010 through 2015, then increase growth by approximately 2% per year.

NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY

6/6/2018 - 2018 SWIFT Application with 2017 Actual Results



North Harris County Regional Water Authority
Statements of Revenues, Expenses and Changes in Net Position

2017 2016 2015 2014 2013
Operating revenues

Charges for services
Water fees 91,869,846$        74,823,583$        64,140,149$        61,515,182$        60,740,812$        
Contract water sales                                                                               
Other 9,222                  577,899

Total operating revenues 91,869,846         74,823,583         64,140,149         61,524,404         61,318,711         

Operating expenses
Personnel 1,701,960 1,436,653           1,207,688           1,169,724           1,059,994           
Professional fees 618,799 1,095,068           2,158,456           2,974,142           2,455,736           
Purchased water 11,313,413 9,519,465           13,725,609         15,395,630         14,199,064         
Contracted services 2,405,270 2,184,816           1,988,524           1,781,621           2,248,027           
Occupancy and office 1,029,274 1,147,716           1,144,273           1,125,340           1,245,621           
Other 1,107,000 958,761              845,804              867,159              877,100              
Depreciation and amortization 8,405,517 7,979,761           7,637,169           8,509,077           7,947,351           

Total operating expenses 26,581,233         24,322,240         28,707,523         31,822,693         30,032,893         

Net operating income 65,288,613         50,501,343         35,432,626         29,701,711         31,285,818         

Non-operating revenues (expenses)
Interest and fees (30,790,594)        (23,424,409)        (23,556,884)        (24,986,695)        (25,013,780)        
Investment income 4,974,049 2,310,900           804,686              898,369              762,758              
Bond issuance costs (785,350.00)        (1,453,345)          (721,530)             (322,616)             (903,956)             

Net non-operating revenues (expenses) (26,601,895)        (22,566,854)        (23,473,728)        (24,410,942)        (25,154,978)        

Change in net position 38,686,718         27,934,489         11,958,898         5,290,769           6,130,840           

Total net position - beginning 108,649,525 80,715,036         68,756,138         63,465,369         57,334,529

Total net position - ending 147,336,243$     108,649,525$     80,715,036$       68,756,138$       63,465,369$       
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Independent Auditors’ Report 

 
 
Board of Directors 
North Harris County Regional Water Authority 
Harris County, Texas 
 
 
We have audited the accompanying financial statements of the business type activities of North 
Harris County Regional Water Authority (the “Authority”), as of December 31, 2017 and 
December 31, 2016, which collectively comprise the Authority’s basic financial statements and 
the related notes to the financial statements as listed in the table of contents.  
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant 
to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express opinions on these basic financial statements based on our audit. 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the basic financial statements are free of material 
misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting principles used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.  
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We believe that the audit evidence we have obtained is sufficient to provide a basis for our audit 
opinion. 
 
Opinion 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the business type activities of North Harris County Regional 
Water Authority, as of December 31, 2017 and 2016, and the respective changes in financial 
position and cash flows thereof for the years then ended in conformity with accounting 
principles generally accepted in the United States of America. 
 
Other-Matters 
 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis be presented to supplement the basic financial statements. 
Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board, who considers it be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic or 
historical context. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to 
our inquiries, the basic financial statements and other knowledge we obtained during our audit 
of the basic financial statements. We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Authority’s financial statements as a whole. The supplementary 
information is presented for purposes of additional analysis and is not a required part of the 
basic financial statements. The supplementary information is the responsibility of management 
and was derived from and relates directly to the underlying accounting and other records used to 
prepare the financial statements. The information has been subjected to the auditing procedures 
applied to the audit of the financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the financial statements or to the financial statements themselves, and 
other additional procedures in accordance with auditing standards generally accepted in the 
United States of America. In our opinion, the information is fairly stated in all material respects 
in relation to the financial statements taken as a whole. 
 

 
 
Houston, Texas 
May 7, 2018 
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Using this Annual Report 
 
Within this section of the financial report of the North Harris County Regional Water Authority (the 
“Authority”), the Authority’s Management provides narrative discussion and analysis of the financial 
activities of the Authority, for the fiscal years ended December 31, 2017 and 2016. This analysis should be 
read in conjunction with the basic financial statements that follow this section.   
 
In addition to this discussion and analysis, this annual report consists of: 
 

 The Authority’s basic financial statements; 
 Notes to the basic financial statements, which provide additional information essential to a full 

understanding of the data provided in the financial statements; and 
 Additional supplementary information 

 
Overview of the Financial Statements 
 
This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial 
statements, which are comprised of the following: 1) Statement of Net Position, 2) Statement of Revenues, 
Expenses and Changes in Net Position, and the 3) Statement of Cash Flows. This report also contains 
supplementary information in addition to the basic financial statements themselves. 
 
The Statement of Net Position presents information on all of the Authority’s assets, deferred outflows of 
resources, liabilities, deferred inflows of resources with the residual reported as net position. Over time, 
changes in net position may provide a useful indicator of whether the financial position of the Authority as 
a whole is improving or deteriorating. 
 
Accounting standards establish three components of net position. The net investment in capital assets 
component represents the Authority’s investments in capital assets, less any outstanding debt or other 
borrowings used to acquire those assets. Resources needed to repay this debt must be provided from other 
sources, since the capital assets themselves cannot be used to liquidate these liabilities. The restricted 
component of net position consists of financial resources that are restricted for a specific purpose by 
enabling legislation or external parties. The unrestricted component of net position represents resources 
not included in the other components. 
 
The Statement of Revenues, Expenses and Changes in Net Position presents information showing how the 
Authority’s net position has changed during the fiscal year. All revenues and expenses are included on this 
statement, regardless of whether cash has been received or paid. 
 
The Statement of Cash Flows presents information on the Authority’s cash inflows and outflows during the 
fiscal year. Cash flows are categorized as operating activities; capital and related financing activities and 
investing activities. This statement includes a reconciliation of cash provided by the Authority’s operating 
activities to operating income as reported on the Statement of Revenues, Expenses and Changes in Net Position. 
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Financial Analysis of the Authority 
 
The Authority’s net position at December 31, 2017 and 2016, was $147,336,243 and $108,649,525 
respectively. The Authority’s overall financial position at December 31, 2017 as compared to the two prior 
years is summarized as follows: 
	

2017 2016 2015
Current and other assets 976,755,370$    582,052,626$    318,245,532$    
Capital assets 392,014,006     376,475,197     360,615,424     

Total assets 1,368,769,376   958,527,823     678,860,956     
Deferred difference on refunding 23,756,317       24,926,994       1,861,054         

Current liabilities 27,673,899       20,450,537       17,812,528       
Long term liabilities 1,217,515,551   854,354,755     582,194,446     

Total liabilities 1,245,189,450   874,805,292     600,006,974     

Net Position
Net investment in capital assets (157,857,999)    (127,235,277)    (87,345,670)      
Restricted for debt service 106,597,702     59,773,844       50,574,270       
Unrestricted 198,596,540     176,110,958     117,486,436     

Total net position 147,336,243$    108,649,525$    80,715,036$      
                                                                         	

The chart below illustrates the composition of the Authority’s net position for the past three years: 
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The total net position of the Authority increased during the current fiscal year by $38,686,718. A 
comparative summary of the Authority’s Statement of Activities for the past two years is as follows:		
	

2017 2016 2015
Operating revenues 91,869,846$      74,823,583$      64,140,149$      
Operating expenses (26,581,233)      (24,322,240)      (28,707,523)      

Net operating income 65,288,613       50,501,343       35,432,626       
Net non-operating revenue (expense) (26,601,895)      (22,566,854)      (23,473,728)      
Change in net position 38,686,718       27,934,489       11,958,898       

Net position, beginning of year 108,649,525     80,715,036       68,756,138       
Net position, end of year 147,336,243$    108,649,525$    80,715,036$      

	
Non-operating revenues and non-operating expenses consist of interest income from the Authority’s 
investments, interest expense from the Authority’s debt and issuance costs for the Series 2017 Bonds.  
 
The increase in net position for each year was the result of revenues exceeding normal expenses, which is 
consistent with the Authority’s financial planning and budgeting and is used to satisfy bond covenants and 
debt service requirements.  
 
The chart below illustrates the Authority’s operating revenues, operating expenses and net non-operating 
expenses for the past three years: 
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Capital Assets 
 
The Authority’s capital assets primarily consist of land, construction in progress, infrastructure and the 
Authority’s interest in treated water facilities and water transmission facilities. Capital assets at December 
31, 2017, as compared to the two previous years are summarized as follows:  
 

2017 2016 2015
Capital assets not being depreciated  

Land and ROW acquisition 30,693,436$      30,652,431$      24,705,461$       
Construction in progress 14,447,317       10,262,968       9,307,447          

Non-depreciable capital assets 45,140,753       40,915,399       34,012,908        

Capital assets being depreciated or amortized
Interest in treated water facilities 93,738,495       82,444,616       82,967,242        
Interest in transmission facilities 48,787,920       40,362,827       29,902,714        
Infrastructure 284,005,903     284,005,903     277,006,347       
Furniture, computers & equipment 221,526            221,526            221,526             

426,753,844   407,034,872   390,097,829       
Less accumulated depreciation and amortization

Interest in treated water facilities (22,127,497)    (20,949,464)    (20,044,938)       
Interest in transmission facilities (6,833,393)        (5,917,151)        (5,134,641)         
Infrastructure (50,698,172)      (44,386,930)      (38,094,205)       
Furniture, computers & equipment (221,529)           (221,529)           (221,529)            

Total accumulated depreciation and amortization (79,880,591)      (71,475,074)      (63,495,313)       
Depreciable capital assets, net 346,873,253     335,559,798     326,602,516       

Total capital assets, net 392,014,006$   376,475,197$   360,615,424$     

	
During the current year, the Authority had capital additions in the amount of $19,718,972, which primarily 
consists of amounts paid to the City of Houston for their portion of Northeast Water Purification Plant 
Expansion project and the Northeast Transmission Line project. Projects that are not complete as of fiscal 
year end, along with related engineering fees, are recorded as construction in progress in the Statement of 
Net Position. Construction in progress is primarily for construction of a 54-inch waterline that is being 
constructed by Harris County for the Authority and State Highway 249 Regional Pump Station, including 
engineering fees. 
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The chart below illustrates the composition of capital assets as of December 31 for the past three years: 
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Long-Term Obligations 
 
During the year, the Authority issued $391,715,000 in senior lien revenue bonds.	The Authority’s total 
long-term obligations as of December 31, 2017, as compared to the previous two years are as follows:  
 

2017 2016 2015
Chloramination conversion credits payable 19,120,552$       19,495,885$          19,849,973$          

Capital contributions
2003 25,622,055         26,648,135            27,624,852            
2005 11,876,719         12,286,764            12,677,996            
2008 32,802,111         33,637,587            34,430,443            

70,300,885         72,572,486            74,733,291            
Revenue bonds

Series 2008 Senior Lien 5,815,000           11,365,000            223,575,000          
Series 2013 Senior Lien Refunding 91,420,000         95,380,000            99,155,000            
Series 2014 Senior Lien Refunding 65,815,000         68,175,000            70,485,000            
Series 2015 Senior Lien 78,405,000         80,435,000            80,435,000            
Series 2016 Senior Lien and Refunding 258,125,000       258,125,000          
Series 2016A Senior Lien  195,050,000       195,050,000          
Series 2017 Senior Lien 391,715,000       
Unamortized bond premium 65,047,944         67,811,199            22,351,189            
Unamortized bond discount (1,641,023)          (1,704,923)            (1,902,406)            

1,149,751,921    774,636,276          494,098,783          

Accrued compensated absences 154,952             144,423                123,423                
1,239,328,310$ 866,849,070$       588,805,470$       

	
The chart below illustrates the composition of the Authority’s long-term obligations as of December 31 
for the last three years: 
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The Authority’s bonds are secured by a pledge on the Authority’s net revenues (total revenues less 
operating and maintenance costs). As further discussed in Note 6, the Authority’s master resolution 
requires that the Authority maintain balances in the following funds: (1) interest and sinking fund, (2) 
reserve fund, (3) coverage fund, (4) operation and maintenance fund and (5) improvement fund. The 
Authority has continued to comply with all of its bonds covenants and has maintained these funds at 
required levels.	
 
Economic Factors 
 
The Harris-Galveston Subsidence District (H-GSD) groundwater regulatory plan (the Plan) requirements 
mandated the construction of infrastructure in order to meet the 2010 conversion target of a thirty percent 
reduction in groundwater use, along with additional requirements in order to meet higher conversion 
target thresholds (which will take effect through the year 2035). The Authority’s Groundwater Reduction 
Plan (GRP) was approved in 2003 and it defines how it will comply with H-GSD’s requirements. The H-
GSD updated its regulatory plan, which includes the extension of the conversion deadlines, in January 
2013. As a result of the Plan changes, existing GRP’s must incorporate the changes required under the 
Plan. The Authority submitted the updated GRP to the H-GSD on June 26, 2014 for recertification. The 
2018-2019 Capital Improvement Plan (CIP) defines several of the major components of the plan detailed 
in the Authority’s updated GRP needed to facilitate continued compliance with the HGSD’s conversion 
requirements. 
 
Several disincentives were built into the H-GSD Regulatory Plan, including a $7 per 1,000 gallons 
(groundwater pumped) “penalty” fee that would be triggered if: (1) the GRP was not submitted and 
certified according to the timeline; (2) construction had not begun on the surface water delivery 
infrastructure by 2005; and (3) the mandated groundwater pumpage reductions were not accomplished 
within the 2010, 2025 and 2035 timelines. 
 
The Authority adopts a Capital Improvement Plan (CIP) each year to establish a guide to planning and 
defining the infrastructure needed to meet the H-GSD targets and determine how the infrastructure 
improvements will be financed.   
 
The 2018-2019 CIP has been developed using the best, currently available information about the scope of 
each project along with cost information from a variety of sources, including cost experience from the 
Authority’s projects completed to date. While the Authority’s body of empirical cost data is expanding, 
especially in terms of water lines, the cost base is still evolving in several areas. Accordingly, the following 
points are offered to help keep the implementation of the 2018-2019 CIP in perspective: 
 

 It is possible that conditions would evolve on a project that could materially impact the cost of the 
project 

 Real estate and construction costs can be and are influenced by variables over which the Authority 
has no control 

 It is common to experience unexpected costs in the implementation of a CIP. Provision of a 
contingency is the most practical way to attempt to address this issue 
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Significant activities addressed in the 2018-2019 CIP Plan are: 
 

 Continue maintenance and enhancements of the Authority’s existing Regional Pump Station and 
Water Plant 

 Continue evaluation of the need for additional regional water wells and enhancements to the 2010 
system to take necessary efforts to optimize use of the system 

 Identify and purchase the sites for the third Regional Pump Station and second Regional Water 
Plant 

 Initiate design of the initial phase of State Highway 249 Regional Pump Station 
 Initiate design and construction of the 2025 transmission line 
 Provide funding for the Authority’s share of the cost of major expansion of the Northeast Water 

Purification Plant (the “NEWPP”) 
 Provide funding for the Authority’s share of the cost of major rehabilitation, reconstruction and 

upgrading of the existing NEWPP 
 Provide funding for the Authority’s share of the cost for acquisition of real estate and the design of 

the proposed joint transmission line from the NEWPP site to the Authority’s proposed 2025 
transmission line 

 Pay the Authority’s portion of the initial loan costs for the Luce Bayou Interbasin Diversion 
Project 

 Continue the planning and design and construction of the 2025 distribution system 
 Provide funding for the Chloramination Credit 
 Provide funding to help encourage and facilitate implementation of reuse systems 
 Provide professional services to perform the wide variety of activities required to implement the 

2018-2019 CIP 
 
The proceeds from the Authority’s Series 2003, 2005, 2008 and 2016 Senior Lien Revenue Bonds, capital 
contributions and interest earned (collectively called “Revenue Bonds”) total approximately $491 million.  
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As illustrated by the table that follows, approximately $82 million of those Revenue Bonds will be used to 
implement the 2018-2019 CIP. Additionally, approximately $727 million of Texas Water Development 
Board State Water Infrastructure Fund for Texas (“SWIFT) funds are committed to implement the 2018-
2019 CIP.  

Category
1/1/03-9/30/17 10/1/17-12/31/17 2018 2019 Project Total

Acquisition 35,559$               -$                          8,405$       7,552$        51,516$         
Design 67,056                 19,885      5,050         91,991           
Construction 243,241               60,590      205,838     509,669         
Equipment
Other 145,270               386                       376,570    135,871     658,097         
Total Authorizations 491,126$             386$                      465,450$    354,311$     1,311,273$     
Source of Funds
Revenue Bonds 408,612$             386$                      50,124$     31,898$      491,020$        
SWIFT Funds 82,964                 415,326    311,308     809,598         
To be determined 11,105       11,105           
Total Funds 491,576$             386$                      465,450$    354,311$     1,311,723$     
¹ Authorizations do not typically represent actual expenditures

Authorizations ¹ (Thousands)
Fiscal Year Planned

Authorizations (Thousands)

	
	
Next Year’s Budget  
 
The Authority’s 2018 budget as compared to actual results for 2017 is as follows: 
 

2017 Actual 2018 Budget
Operating revenues 91,869,846$      83,855,465$       
Operating expenses (26,581,233)      (26,757,647)        
Net operating income 65,288,613       57,097,818         

Non operating revenues (expenses)
Interest expense (30,790,594)      (29,682,333)        
Interest and fees 4,974,049         500,000             
Bond issuance costs (785,350)           

Net non-operating expense (26,601,895)      (29,182,333)        

Change in net position 38,686,718       27,915,485         
Beginning net position 108,649,525     147,336,243       
Ending net position 147,336,243$   175,251,728$     

	
Actual revenues for 2017 are higher than budgeted revenues for 2018 because the Authority takes a 
conservative approach to budgeting. The budget for 2018 assumes normal rainfall amounts. Expenses 
fluctuate proportionate with revenues.  
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Request for Information 
 
This financial report is designed to provide a general overview of the Authority’s finances. Questions 
concerning any information provided in this report or requests for additional information should be 
addressed to the Financial Assistant, North Harris County Regional Water Authority, 3648 Cypress Creek 
Parkway, Suite 110, Houston, Texas 77068.		
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2017 2016
Assets

Current assets
Cash and cash equivalents 96,910,952$       77,106,673$      
Investments 83,102,477        82,589,991        
Accounts receivable 7,936,551          6,673,815          
Accrued interest receivable 325,363             255,285             
Other receivables 10,049               10,049               
Due from other governments 7,684,930 5,885,525          

     Total current assets 195,970,322       172,521,338      
Noncurrent assets  

Restricted cash and cash equivalents 166,549,792       127,039,937
Restricted investments 64,825,159        74,970,293        
Cash with escrow agent 548,684,224 206,795,185
Water conservation credits 725,873             725,873
Capital assets not being depreciated 45,140,753        40,915,399        
Capital assets, net 346,873,253       335,559,798      

    Total noncurrent assets 1,172,799,054    786,006,485      
    Total assets 1,368,769,376    958,527,823      

Deferred Outflows of Resources
Deferred difference on refunding 23,756,317        24,926,994

Liabilities
Current liabilities 

Accounts payable 2,579,073          2,410,201
Other payables 1,395                 12,738
Interest payable on bonds 2,587,420          1,480,631          
Current portion of long term liabilities

Chloramine conversion credits payable 397,853             375,333             
Capital contributions 2,388,158          2,271,634          
Bonds payable 19,720,000        13,900,000        

    Total current liabilities 27,673,899        20,450,537        
Noncurrent liabilities

Accounts payable from restricted assets 693,252             4,052,635          
Accrued compensated absences 154,952             144,423             
Long term liabilities due in more than one year

Chloramine conversion credits payable 18,722,699        19,120,552        
Capital contributions 67,912,727        70,300,869        
Bonds payable (net of unamortized bond premium and discount) 1,130,031,921    760,736,276      

    Total noncurrent liabilities 1,217,515,551    854,354,755      
    Total liabilities 1,245,189,450    874,805,292      
Net Position

Net investment in capital assets (157,857,999)     (127,235,277)     
Restricted for debt service 106,597,702       59,773,844        
Unrestricted 198,596,540       176,110,958      
Total net position 147,336,243$    108,649,525$     

See Notes to Financial Statements.

North Harris County Regional Water Authority
Statements of Net Position
December 31, 2017 and 2016
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North Harris County Regional Water Authority
Statements of Revenues, Expenses and Changes in Net Position

2017 2016
Operating revenues

Charges for services
Water fees 91,869,846$           74,823,583$          

Total operating revenues 91,869,846             74,823,583            

Operating expenses
Personnel 1,701,960               1,436,653              
Professional fees 618,799                 1,095,068              
Purchased water 11,313,413             9,519,465              
Contracted services 2,405,270               2,184,816              
Occupancy and office 1,029,274               1,147,716              
Other 1,107,000               958,761                 
Depreciation and amortization 8,405,517               7,979,761              

Total operating expenses 26,581,233             24,322,240            

Net operating income 65,288,613             50,501,343            

Non-operating revenues (expenses)
Interest and fees (30,790,594)            (23,424,409)           
Investment income 4,974,049               2,310,900              
Bond issuance costs (785,350)                (1,453,345)             

Net non-operating revenues (expenses) (26,601,895)            (22,566,854)           

Change in net position 38,686,718             27,934,489            

Total net position - beginning 108,649,525           80,715,036

Total net position - ending 147,336,243$        108,649,525$        

See Notes to Financial Statements.

For the Years Ended December 31, 2017 and 2016
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North Harris County Regional Water Authority

2017 2016
Cash flows from operating activities

Receipts from customers 83,043,663$         66,346,570$        
Payments for personnel costs (1,691,431)            (1,415,653)           
Payments to contractors and vendors (18,115,632)          (21,042,799)         

Net cash provided by operating activities 63,236,600           43,888,118          
Cash flows from capital and related financing activities

Interest paid (26,150,466)          (19,014,217)         
Acquisition and construction of capital assets (27,449,230)          (27,447,857)         
Payment to escrow agent for refunded bonds                             (229,629,813)       
Proceeds from sale of bonds, net 391,715,000         500,015,044        
Principal payments (13,900,000)          (11,385,000)         
Bond issuance costs (785,350)               (1,453,345)           
Net cash provided by capital and related financing activities 323,429,954         211,084,812        

Cash flows from investing activities
Interest received 4,903,971             2,303,256            
Payments for investments (121,626,031)        (94,185,986)         
Receipts from investment sales and maturities 131,258,679         90,075,513          

Net cash used by investing activities 14,536,619           (1,807,217)           

Net increase in cash and cash equivalents 401,203,173         253,165,713        
Balances - beginning of the year 410,941,795         157,776,082        

Balances - end of the year 812,144,968$      410,941,795$     

Reconciliation of operating income to net cash provided by operating 
activities:

Operating income 65,288,613$         50,051,343$        
Adjustments to reconcile operating income to net cash
  provided by operating activities:

Depreciation and amortization expense 8,405,517             7,979,761            
Non-cash revenue from capital contribution credit (6,018,365)            (6,018,365)           
Non-cash revenue from chloramine conversion credit (1,545,082)            (1,545,083)           

Change in assets and liabilities:
(Increase) decrease in accounts receivable (1,262,736)            (913,565)             
(Increase) decrease in prepaid expenses                             34,627                
(Increase) decrease in due from other governments (1,799,405)            (5,644,326)           
Increase (decrease) in accounts payable 168,872                (527,445)             
Increase (decrease) in other payable (11,343)                171                     
Increase (decrease) in compensated absences 10,529                  21,000                

Total adjustments (2,052,013)            (6,613,225)           
Net cash provided by operating activities 63,236,600$        43,438,118$       

Cash and cash equivalents per balance sheet:
Cash and cash equivalents  96,910,952$         77,106,673$        
Restricted cash and cash equivalents 166,549,792         127,039,937        
Cash with escrow agent 548,684,224         206,795,185        

812,144,968$      410,941,795$     
See Notes to Financial Statements.

Statements of Cash Flows
For the Years Ended December 31, 2017 and 2016
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Note 1 – Summary of Significant Accounting Policies 
 
The North Harris County Regional Water Authority (the “Authority”) was created in 1999 under 
Article 16, Section 59 of the Texas Constitution by House Bill 2965, as passed by the 75th Texas 
Legislature and as amended (the “Act”). The Authority began operations in October 1999.  The Act 
empowers the Authority to provide for the conservation, preservation, protection, recharge and 
prevention of waste of groundwater and for the reduction of groundwater withdrawals.  
 
The Authority charges a fee, based on the amount of water pumped from the well, and/or the 
alternative water provided, to the owner of wells located in the Authority’s boundaries, unless 
exempted.  The fees established by the Board of Directors must be sufficient to: (1) achieve water 
conservation, prevent waste of water, serve as a disincentive to pumping groundwater and make 
available alternative water supplies; and (2) enable the Authority to meet operation and maintenance 
expenses and pay the principal and interest on any debt issued by the Authority. 
 
The accompanying financial statements of the Authority have been prepared in conformity with 
accounting principles generally accepted in the United States of America as promulgated by the 
Governmental Accounting Standards Board (GASB). The following is a summary of the most 
significant policies: 
 
Reporting Entity 
 
The Authority is a political subdivision of the State of Texas governed by an elected five member 
board. As required by generally accepted accounting principles, these financial statements have been 
prepared based on considerations regarding the potential for inclusion of other entities, organizations 
or functions as part of the Authority’s financial reporting entity. No other entities, organizations or 
functions have been included in the Authority’s financial reporting entity. Additionally, as the 
Authority is considered a primary government for financial reporting purposes, its activities are not 
considered a part of any other governmental or other type of reporting entity. 
 
Considerations regarding the potential for inclusion of other entities, organizations or functions in the 
Authority’s financial reporting entity are based on criteria prescribed by generally accepted accounting 
principles. These same criteria are evaluated in considering whether the Authority is a part of any other 
governmental or other type of reporting entity. The overriding elements associated with prescribed 
criteria considered in determining that the Authority’s financial reporting entity status is that of a 
primary government are: that it has a separate governing body; it is legally separate; and it is fiscally 
independent of other state and local governments. Additional prescribed criteria under generally 
accepted accounting principles include; considerations pertaining to organizations for which the 
primary government is financially accountable; and considerations pertaining to other organizations for 
which the nature and significance of their relationship with the primary government are such that 
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete. 
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Note 1 – Summary of Significant Accounting Policies (continued) 
 
Basic Financial Statements 
 
The basic financial statements include the Statements of Net Position, the Statements of Revenues, Expenses 
and Changes in Net Position and the Statements of Cash Flows. These statements focus on the sustainability 
of the Authority as an entity and the change in aggregate financial position resulting from these 
activities for the fiscal year.  
 
Measurement Focus and Basis of Accounting  
 
The Authority follows proprietary fund accounting and reporting requirements, which utilize the 
economic resources measurement focus and the accrual basis of accounting. Proprietary funds 
distinguish operating revenues and expenses from non-operating items. Operating revenues and 
expenses generally result from providing services and producing and delivering goods in connection 
with a proprietary fund’s principal ongoing operations. The principal operating revenues are charges to 
customers for water fees. Operating expenses include the cost of services, administrative expenses and 
depreciation and amortization on capital assets. All revenues and expenses not meeting this definition 
are reported as non-operating revenues and expenses.  
 
Net position is classified into the following three components: 
 

 Net investment in capital assets – represents the Authority’s investments in capital assets, less 
any outstanding debt or other borrowings used to acquire those assets. Resources needed to 
repay this debt must be provided from other sources, since the capital assets themselves cannot 
be used to liquidate these liabilities. 

 Restricted – financial resources are reported as restricted when constraints placed on the use of 
the financial resources are either externally imposed by creditors (such as through debt 
covenants), grantors, contributors or laws or regulations of other governments or imposed 
through enabling legislation. 

 Unrestricted – net resources not included in the determination of net investment in capital 
assets or restricted net position.   

 
Cash and Cash Equivalents 
 
For the purpose of the Statement of Cash Flows, the Authority defines cash and cash equivalents as cash 
on hand, demand deposits, certificates of deposit and investments in local government investment 
pools (i.e., TexPool, TexPool Prime and TexSTAR).    
 
Receivables 
 
All receivables are reported at their gross value and, where appropriate, are reduced by an allowance 
for amounts considered uncollectible. At December 31, 2017 an allowance for uncollectible accounts 
was not considered necessary. 
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Note 1 – Summary of Significant Accounting Policies (continued) 
 
Restricted Assets  
 
Proceeds of bonds or other resources set aside for specific purposes are classified as restricted assets 
on the balance sheet because their use is limited by applicable bond covenants or contractual 
agreements.  
 
Capital Assets 
 
The Authority defines capital assets as assets with an individual cost of $5,000 or more and an 
estimated useful life in excess of one year. Capital assets, which include land, right of way acquisition 
costs, infrastructure and interest in infrastructure assets constructed by the City of Houston, are 
reported at historical cost. Donated assets are recorded at their estimated fair value at the date of 
donation. The costs of normal maintenance and repairs that do not add to the value of assets or 
materially extend asset lives are not capitalized.  
 
Capital assets are depreciated using the straight-line method over the following estimated useful lives: 
	

Assets Years 
Computer and software 3 

Furniture and equipment 5-7 
Infrastructure 20-45 

  
Interest costs on assets acquired with tax-exempt borrowings are capitalized, net of interest earned on 
related interest-bearing investments acquired with proceeds of the related borrowings, from the date of 
borrowing until the assets are ready for their intended use. During the current fiscal year, the Authority 
incurred interest costs of $26,019,618 on construction related tax exempt borrowings and capitalized 
$145,521 of net interest. 
	
Long-term Obligations 
 
Long-term debt and other long-term obligations are reported as liabilities on the Authority’s Statement of 
Net Position. Bonds payable are reported net of any applicable discount or premium.  
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Note 1 – Summary of Significant Accounting Policies (continued) 
 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets 
and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, 
and revenues and expenses during the period reported. These estimates include, among others, the 
collectability of receivables and the useful lives and impairment of capital assets. Estimates and 
assumptions are reviewed periodically and the effects of revisions are reflected in the financial 
statements in the period they are determined to be necessary. Actual results could differ from the 
estimates. 
 
Note 2 – Cash and Investments 
 
Restricted Cash and Investments 
 
Cash and investments were restricted for the following purposes at December 31, 2017 and 2016: 
 

2017 2016
Bond reserves 109,185,122$    61,254,475$       
Capital improvements 122,189,829 140,755,755       
Cash with escrow agent 548,684,224 206,795,185       

780,059,175$   408,805,415$    

 
Deposit Custodial Credit Risk 
 
Custodial credit risk as it applies to deposits (i.e. cash) is the risk that, in the event of the failure of the 
depository institution, a government will not be able to recover its deposits or will not be able to 
recover collateral securities. The Public Funds Collateral Act (Chapter 2257, Texas Government Code) 
requires that all of the Authority’s deposits with financial institutions be covered by federal depository 
insurance and, if necessary, pledged collateral held by a third party custodian. The act further specifies 
the types of securities that can be used as collateral. The Authority’s written investment policy 
establishes additional requirements for collateralization of deposits. As of December 31, 2017, and 
December 31, 2016, all of the Authority’s deposits are insured or fully collateralized.   
 
Investment Risks 
 
Investment credit risk is the risk that the investor may not recover the value of an investment from the 
issuer, while interest rate risk is the risk that the value of an investment will be adversely affected by 
changes in interest rates. Custodial credit risk is the risk that the investor will not be able to recover the 
value of its investments that are in the possession of an outside party if the counterparty fails. The 
Authority’s investment policies do not address these risks beyond the rating and maturity restrictions 
established by state statutes. 
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Note 2 - Cash and Investments (continued) 
 
Investments 
 
The Authority’s is authorized by the Public Funds Investment Act (Chapter 2256, Texas Government 
Code) to invest in the following: (1) obligations, including letters of credit, of the United States or its 
agencies and instrumentalities, including Federal Home Loan Banks, (2) direct obligations of the State 
of Texas or its agencies and instrumentalities, (3) certain collateralized mortgage obligations, (4) other 
obligations, which are unconditionally guaranteed or insured by the State of Texas or the United States 
or its agencies or instrumentalities, including obligations that are fully guaranteed or insured by the 
Federal Deposit Insurance Corporation or by the explicit full faith and credit of the United States, (5) 
certain A rated or higher obligations of states and political subdivisions of any state, (6) bonds issued, 
assumed or guaranteed by the State of Israel, (7) certain insured or collateralized certificates of deposit 
and share certificates, (8) certain fully collateralized repurchase agreements, (9) bankers’ acceptances 
with limitations, (10) commercial paper rated A-1 or P-1 or higher and a maturity of 270 days or less, 
(11) no-load money market mutual funds and no-load mutual funds, with limitations, (12) certain 
guaranteed investment contracts, (13) certain qualified governmental investment pools and (14) a 
qualified securities lending program. 
 
The Authority has adopted a written investment policy to establish the principles by which the 
Authority’s investment program should be managed. This policy further restricts the types of 
investments in which the Authority may invest. 
 
As of December 31, 2017, the Authority’s investments and maturities are as follows: 
 

Percentage 
Investment Type  Fair Value of Total Less Than 1 1-5

Federal National Mortgage
Association 9,321,688$       2.3% 7,142,178$      2,179,510$      

Federal Home Loan Mortgage
Corporation 15,173,934       3.8% 12,083,139      3,090,795        

Federal Home Loan Bank 15,821,833       3.9% 9,913,563        5,908,270        
Federal Farm Credit Bank 4,517,752         1.1% 994,980           3,522,772        
U.S. Treasury Notes/Bonds 95,590,326       23.8% 51,501,269      44,089,057      
TexPool 53,859,128 13.4% 53,859,128      
TexPool Prime 134,673,010 33.6% 134,673,010     
TexSTAR 72,461,806 18.1% 72,461,806      

401,419,477$  100.0% 342,629,073$  58,790,404$    

Maturities in Years

 
The Authority considers the investments in TexPool, TexPool Prime and TexSTAR to have a maturity 
of less than one year because the weighted average maturities of these pools are 33 days, 38 days and 
36 days, respectively. The Authority’s investments are rated Aaa by Moody’s and AAA by Standard & 
Poor’s. As previously noted, the investment pools are reported as cash equivalents on the Statement of 
Net Position. 
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Note 2 - Cash and Investments (continued) 
 
Investments (continued) 
 
As of December 31, 2016, the Authority’s investments were as follows:  
 

Percentage 
Investment Type  Fair Value of Total Less Than 1 1-5

Federal National Mortgage
Association 51,903,365$     14.5% 35,312,450$     16,590,915$    

Federal Home Loan Mortgage
Corporation 13,899,241       3.9% 7,072,916        6,826,325        

Federal Home Loan Bank 11,805,481       3.3% 498,046           11,307,435      
Federal Farm Credit Bank 13,764,019       3.8% 13,764,019      
U.S. Treasury Notes/Bonds 64,788,563       18.1% 47,153,245      17,635,318      
TexPool 30,861,025       8.6% 30,861,025      
TexPool Prime 123,498,013     34.5% 123,498,013     
TexSTAR 47,927,700       13.4% 47,927,700      

358,447,407$  100.0% 306,087,414$  52,359,993$    

Maturities in Years

	

The Authority considers the investments in TexPool, TexPool Prime and TexSTAR to have a maturity 
of less than one year because the weighted average maturities of these pools at December 31, 2016 was 
43 days, 47 days and 42 days, respectively. The Authority’s investment securities are rated Aaa by 
Moody’s and AA+ by Standard & Poor’s.  
 
Investment Valuation  
 
The Authority’s investments in U.S. treasuries, U.S. agencies and instrumentality securities and 
TexSTAR are reported at fair value in the Statement of Net Position. Governmental accounting standards 
establish the following hierarchy of inputs used to measure fair value: Level 1 inputs are based on 
quoted prices in active markets, Level 2 inputs are based on significant other observable inputs, and 
Level 3 inputs are based on significant unobservable inputs.  
 
Fair value measurements of the Authority’s investments as of December 31, 2017 are as follows: 
 

 U.S. Treasury Notes and Bonds: valued at $95,590,326 based on quoted market prices (level 1 
inputs). 

 U.S. Government Agency and Instrumentality Securities: valued at $44,835,207 based on 
matrix pricing for similar securities (level 2 inputs). 

 TexSTAR: valued at $72,461,806 based on published fair value per share (level 1 inputs). 
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Note 2 - Cash and Investments (continued) 
 
Investments (continued) 
	
Fair value measurements of the Authority’s investments as of December 31, 2016 are as follows: 
 

 U.S. Treasury Notes and Bonds: valued at $64,788,563 based on quoted market prices (level 1 
inputs). 

 U.S. Government Agency and Instrumentality Securities: valued at $91,372,106 based on 
matrix pricing for similar securities (level 2 inputs). 

 TexSTAR: valued at $47,927,700 based on published fair value per share (level 1 inputs). 
 
TexPool and TexPool Prime 
 
The Authority participates in two investment pools offered by the Texas Local Government 
Investment Pool, TexPool and TexPool Prime. The State Comptroller of Public Accounts exercises 
oversight responsibility of the Texas Local Government Investment Pool which includes (1) the ability 
to significantly influence operations, (2) designation of management and (3) accountability for fiscal 
matters. Additionally, the State Comptroller has established an advisory board composed of 
participants in TexPool/Texpool Prime and other persons who do not have a business relationship 
with Texas Local Government Investment Pool. The Advisory Board members review the investment 
policy and management fee structure.  
 
As permitted by GAAP, TexPool and TexPool Prime use amortized cost (which excludes unrealized 
gains and losses) rather than market value to compute share price and seek to maintain a constant 
dollar value per share. Accordingly, the fair value of the Authority’s position in each pool is the same 
as the value of TexPool/TexPool Prime shares.  
 
Investments in TexPool may be withdrawn on a same day basis, as long as the transaction is initiated 
by 3:30 p.m. Investments in TexPool Prime may be withdrawn via wire transfer on a same day basis, as 
long as the transaction is initiated by 2 p.m. ACH withdrawals made by 2 p.m. will settle on the 
business day following the date the transaction was initiated. 
	
TexSTAR 
	
The Authority participates in Texas Short Term Asset Reserve fund (TexSTAR) which is managed by 
Hilltop Securities, Inc., and J.P. Morgan Investment Management, Inc. Hilltop Securities provides 
participant and marketing services while J.P. Morgan provides investment management services. 
Custodial and depository services are provided by J.P. Morgan Chase Bank N.A. or its subsidiary.  
 
Investments in TexSTAR may be withdrawn via wire transfer on a same day basis, as long as the 
transaction is executed by 4 p.m. ACH withdrawals made by 4 p.m. will settle on the next business day. 
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Note 3 – Capital Assets 
 
A summary of changes in capital assets during the year ended December 31, 2017, follows: 
 

Beginning Ending
Balance Additions Balance

Capital assets not being depreciated
Land and ROW acquisition 30,652,431$     41,005$          30,693,436$      
Construction in progress 10,262,968       4,184,349       14,447,317        
Non-depreciable capital assets 40,915,399       4,225,354       45,140,753        

 
Capital assets being depreciated/amortized

Interest in water facilities 82,444,616       11,293,879     93,738,495        
Interest in transmission facilities 40,362,827       8,425,093       48,787,920        
Infrastructure 284,005,903     284,005,903      
Furniture, computers & equipment 221,526           221,526            
Subtotal 407,034,872   19,718,972   426,753,844      

Less accumulated depreciation/amortization
Interest in water facilities (20,949,464)      (1,178,033)      (22,127,497)      
Interest in transmission facilities (5,917,151)        (916,242)         (6,833,393)        
Infrastructure (44,386,930)      (6,311,242)      (50,698,172)      
Furniture, computers & equipment (221,529)          (221,529)           
Subtotal (71,475,074)      (8,405,517)      (79,880,591)      
Depreciable capital assets, net 335,559,798     11,313,455     346,873,253      

Total capital assets, net 376,475,197$  15,538,809$  392,014,006$    

 
Depreciation and amortization expense for the current year was $8,405,517. 
	
Note 4 – Leases 
 
In 2000, the Authority entered into a lease agreement for office space. The lease was amended 
November 1, 2005, February 14, 2011 and July 17, 2014. The fourth amendment of the lease was 
executed in October 2016, and will terminate March 31, 2022. The Authority may terminate the lease 
any time after thirty-six months, by giving six months written notice and by paying a lease termination 
penalty of $15,000 if the lease is terminated during the lease term months of 41-52 or a penalty of 
$10,000 if the lease is terminated during the lease term months of 53-65. The Authority has also 
entered into various leases for office equipment.  
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Note 4 – Leases (continued) 
 
The Authority paid $139,101 under these leases during the current period. Future annual commitments 
for leases are as follows: 

	
Year Ending Amount

2018 117,890$       
2019 117,308         
2020 121,187         
2021 131,658         
2022 32,915           

520,958$       

	
Note 5 – Compensated Absences   
	
The change in the Authority’s liability for compensated absences for years ending 2017 and 2016 is as 
follows: 
 

2017 2016
Balance at beginning of year 144,423$         123,423$            
Increase in liability 10,529             21,000               
Balance at end of year 154,952$         144,423$            

	
Note 6 – Senior Lien Revenue Bonds  
 
The Authority issues Senior Lien Revenue Bonds (Senior Bonds) primarily to finance the design, 
acquisition and construction of regional water production, transmission, pumping, storage and 
distribution systems. The principal and interest on the Authority’s bonds will be repaid from net 
revenues.   
 
Bonds payable, as reported on the financial statements for years ending 2017 and 2016 consists of the 
following: 
 

2017 2016
Bonds payable 1,086,345,000$      708,530,000$        
Unamortized premiums 65,047,944            67,811,199            
Unamortized discounts (1,641,023)             (1,704,923)             
Total 1,149,751,921$      774,636,276$        

Due within one year 19,720,000$          13,900,000$          
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Note 6 – Senior Lien Revenue Bonds (continued) 
	
The Authority’s outstanding bonds payable at December 31, 2017 are comprised of the following 
individual issues: 
 

Series
2008 5,815,000$           238,115,000$       4.00% - 

5.50%
December 15, 

2013/2038
June 15 / 

December 15
December 15, 

2018

2013
Refunding

91,420,000           106,320,000         2.00% - 
5.00%

December 15, 
2014/2033

June 15 / 
December 15

December 15, 
2022

2014
Refunding

65,815,000           72,510,000           2.00% - 
5.00%

December 15, 
2015/2035

June 15 / 
December 15

December 15, 
2024

2015 78,405,000           80,435,000           0.45% - 
3.21%

December 15, 
2017/2045

June 15 / 
December 15

December 15, 
2025

2016 and 
Refunding

258,125,000         258,125,000         5.00% December 15, 
2019/2046

June 15 / 
December 15

December 15, 
2026

2016A 195,050,000         195,050,000         0.65% - 
3.07%

December 15, 
2018/2046

June 15 / 
December 15

December 15, 
2026

2017 391,715,000         391,715,000         0.76% - 
3.02%

December 15, 
2019/2047

June 15 / 
December 15

December 15, 
2027

1,086,345,000$    1,342,270,000$    

Amounts 
Outstanding

Interest 
Payment 

Dates
Callable 

Date

Maturity Date, 
Serially, 

Beginning 
/Ending

Interest 
Rates

Original Issue 
Amount

The 2016 Senior Lien Revenue and Refunding Bonds were issued to advance refund potions of the 
Authority’s Series 2008 Senior Lien Revenue Bonds. Since the Series 2008 bonds were not yet subject 
to redemption, the Authority defeased them by placing proceeds of the bonds in an escrow account 
with an escrow agent and irrevocably pledging the escrow account to the payment of future debt 
service payments. Accordingly, the defeased bonds are not included in the Authority’s financial 
statements. As of December 31, 2017, the outstanding principal of defeased bonds was $206,910,000.  
 
As of December 31, 2017, the Texas Water Development Board has approved a total of 
$1,179,080,000 in multi-year commitments in SWIRFT bonds to the Authority. The Authority intends 
to issue SWIRFT bonds for each fiscal year from 2015 through 2021 to fund the Authority’s costs for 
the Northeast Water Purification Plant Expansion, the Northeast Transmission Line Phase I and II 
and the 2025 Distribution System. On November 15, 2017 the Authority issued its third series of 
SWIRFT bonds, the $391,715,000 Series 2017 Senior Lien Revenue Bonds. As of December 31, 2017, 
the Authority has issued $667,200,000 in SWIRFT bonds. 
 



North Harris County Regional Water Authority 
Notes to Basic Financial Statements 
December 31, 2017	
	
	

29	

Note 6 – Senior Lien Revenue Bonds (continued) 
 
The change in the Authority’s long-term debt for the last two years is as follows:  

 
2017 2016

Bonds payable, beginning of year 708,530,000$       473,650,000$       
Bonds issued 391,715,000         453,175,000         
Bonds refunded (206,910,000)        
Bonds retired (13,900,000)          (11,385,000)          
Payable, end of year 1,086,345,000$   708,530,000$       

	
The Senior Bonds are secured by a lien on and pledge out the net revenues of the Authority. As 
additional security, the bond resolutions required the establishment of an Interest and Sinking Fund, a 
Reserve Fund and a Coverage Fund. A description of each fund follows: 
 
 Interest and Sinking Fund – Used to accumulate the funds required to make the scheduled 

payments of debt service on the Senior Bonds. Money in the Interest and Sinking Fund shall be 
used solely for the purpose of paying principal, interest and any bank charges and other costs 
associated with payments of debt service on the Senior Bonds. As of December 31, 2017, the 
Interest and Sinking Fund requirements were $22,503,928. Investments restricted for this fund 
were  $33,403,935, of which $10,900,007 has been classified as unrestricted for reporting purposes.  
 

 The Reserve Fund – Used (to the extent that amounts on deposit in the Interest and Sinking Fund 
and the Coverage Fund are insufficient) to secure and provide for the payment of principal and 
interest on the Senior Bonds as they become payable. As of December 31, 2017, the Reserve Fund 
requirements were $66,329,846. The Authority has investments and cash equivalents restricted for 
this fund in the amount of $67,489,114, of which $1,159,268 has been classified as unrestricted for 
reporting purposes.  

 
 The Coverage Fund – Used to accumulate funds equal to 25% of the maximum annual debt 

service requirements for outstanding debt in any fiscal year. The Coverage Fund requirement as of 
December 31, 2017, was $16,582,462. The Authority has investments and cash equivalents 
restricted for this fund of $28,854,613, of which $12,272,151 has been classified as unrestricted for 
reporting purposes. 

 
 Operation and Maintenance Reserve Fund – Funds from gross revenues of the Authority will be 

deposited on or before the last business day of the month into this account. The Operation and 
Maintenance requirement, as of December 31, 2017 was $3,754,150. The Authority has 
investments and cash equivalents restricted for this fund of $3,846,000 of which $91,850 has been 
classified as unrestricted for reporting purposes. 
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Note 6 – Senior Lien Revenue Bonds (continued) 
 
Historical Debt Service Coverage 
 
The Authority maintains certain financial ratios as required by its bond resolutions. The following table 
summarizes the key ratios:  
	

2017 2016 2015
Net operating income per financial statements 65,288,613$      50,501,343$      35,432,626$      
Add back depreciation and amortization 8,405,517         7,979,761         7,637,169         
Net revenues for debt service 73,694,130        58,481,104        43,069,795       
Add: 

Coverage fund 28,854,613        8,777,688         8,701,137         
Improvement fund 132,483,844      127,074,550      116,247,150     

Adjusted net revenues 235,032,587$   194,333,342$   168,018,082$    

Debt Service Requirements 55,451,921$      40,341,506$      32,873,812$      

Debt service coverage 1.33                  1.45                  1.31                  
Adjusted debt service coverage 4.24                  4.82                  5.11                  

	
Reserve Fund  
 
The purpose of the Reserve Fund is to provide for ready access to funds on short notice in the event 
that the Authority is ever unable to make debt service payments in a timely manner. Accordingly, the 
Reserve Fund must contain cash and investments in a required minimum amount (the “Reserve Fund 
Requirement”) which is equal to the maximum annual debt service payments on the related bonds. In 
the alternative, the Reserve Fund Requirement may be satisfied with either: (i) a surety bond or 
insurance policy, if the insurer strength rating of the issuer of the surety bond or insurance policy is 
rated “AAA” or the equivalent; or (ii) an unconditional irrevocable letter of credit issued by a bank 
rated “AA” or the equivalent.  
 
The Master Resolution provides that, in the event the insurer strength rating of the provider of a surety 
bond satisfying the Reserve Fund Requirements falls below “AAA” (but not below “A”), the Authority 
must take one of the following steps: 
 

i. deposit into the Reserve Fund cash sufficient to cause money 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 the surety bond with another surety bond, insurance policy or letter of credit issued by 
an adequately rated provider within six months of such downgrade. 
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Note 6 – Senior Lien Revenue Bonds (continued) 
	
The Master Resolution further provides that in the event the insurer strength rating of the provider of 
a surety bond satisfying the Reserve Fund Requirement falls below “A”, the Authority must take one 
of the following steps: 
 

i. deposit into the Reserve Fund cash sufficient to cause the money 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 issued by an 
adequately rated provider within six months of such occurrence. 

 
As of December 31, 2017, the Reserve Fund Requirement is $66,329,846, which consists of $6,090,056 
for the Series 2008 Senior Bonds, $8,051,006 for the 2013 Senior Lien Revenue Refunding Bonds, 
$5,559,850 for the 2014 Senior Lien Revenue Refunding Bonds, $4,180,005 for the 2015 Senior Lien 
Revenue Bonds, $19,266,000 for the 2016 Senior Lien Revenue and Refunding, $9,650,800 for the 
Series 2016A Senior Lien Revenue bonds, and $20,444,320 for the Series 2017 Senior Lien Revenue 
Bonds. All of the Reserve Fund Requirements have been met. Additionally, there was a surplus of 
$1,159,268 in the aggregate Reserve Fund Requirements.  
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Note 6 – Senior Lien Revenue Bonds (continued) 
 
Debt Service Requirements 
 
Principal and interest payments on the Senior Bonds will be provided through the payment of water 
fees by utility districts and non-exempt well owners. As of December 31, 2017, the debt service 
requirements on the Senior Bonds outstanding are as follows: 
 

Year Principal Interest Totals
2018 19,720,000$          35,731,921$          55,451,921$          
2019 29,955,000            34,366,187            64,321,187            
2020 30,705,000            33,629,783            64,334,783            
2021 31,455,000            32,903,541            64,358,541            
2022 33,745,000            32,054,063            65,799,063            
2023 34,715,000            31,107,939            65,822,939            
2024 35,770,000            30,101,383            65,871,383            
2025 36,805,000            29,120,585            65,925,585            
2026 38,045,000            27,938,857            65,983,857            
2027 39,325,000            26,685,625            66,010,625            
2028 40,590,000            25,472,531            66,062,531            
2029 41,955,000            24,172,560            66,127,560            
2030 43,450,000            22,735,618            66,185,618            
2031 45,115,000            21,122,623            66,237,623            
2032 46,835,000            19,445,349            66,280,349            
2033 48,660,000            17,669,846            66,329,846            
2034 42,490,000            15,838,567            58,328,567            
2035 44,130,000            14,250,129            58,380,129            
2036 40,140,000            12,744,428            52,884,428            
2037 41,345,000            11,606,900            52,951,900            
2038 42,760,000            10,250,412            53,010,412            
2039 29,280,000            8,838,938              38,118,938            
2040 30,210,000            7,955,510              38,165,510            
2041 31,185,000            7,042,130              38,227,130            
2042 32,195,000            6,096,120              38,291,120            
2043 33,285,000            5,056,270              38,341,270            
2044 34,415,000            3,965,813              38,380,813            
2045 35,590,000            2,837,197              38,427,197            
2046 32,630,000            1,670,784              34,300,784            
2047 19,845,000            599,320                 20,444,320            

1,086,345,000$      553,010,929$       1,639,355,929$     
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Note 7 – Capital Contributions 
 
In 2003, the Authority entered into contracts with twenty-four Municipal Utility Districts (MUDs) to 
provide funds to pay capital expenses of the Authority’s system. Each MUD has paid a Capital 
Contribution based on a percentage of its pro-rata share of the total groundwater production for all 
water utilities during the calendar year 2002. Capital contributions of $32,573,177 were made to the 
Authority in the 2003 fiscal year. The participating MUDs began receiving contribution credits against 
their individual water fees distributed over the life of the Series 2003 Senior Bonds beginning with the 
2003 third quarter pumpage fees. Any amounts remaining plus accrued interest at the end of the capital 
contribution expiration date will be credited against any amounts owed to the Authority by the MUDs 
or paid to the MUDs by the Authority. 
 
Future contribution credits including interest, principal and remaining balance, at the effective interest 
rate of the Senior Bonds for the 2003 capital contributions as of December 31, 2017 are as follows: 
	

Year Principal Interest Total
Remaining 

Balance
2018 1,078,008$     1,295,834$         2,373,842$       24,544,047$    
2019 1,132,527      1,241,315           2,373,842        23,411,520     
2020 1,189,804      1,184,038           2,373,842        22,221,716     
2021 1,249,979      1,123,863           2,373,842        20,971,737     
2022 1,313,196      1,060,646           2,373,842        19,658,541     
2023 1,379,611      994,231              2,373,842        18,278,930     
2024 1,449,385      924,457              2,373,842        16,829,545     
2025 1,522,688      851,154              2,373,842        15,306,857     
2026 1,599,698      774,144              2,373,842        13,707,159     
2027 1,680,602      693,240              2,373,842        12,026,557     
2028 1,765,599      608,243              2,373,842        10,260,958     
2029 1,854,894      518,948              2,373,842        8,406,064       
2030 1,948,705      425,137              2,373,842        6,457,359       
2031 2,047,261      326,581              2,373,842        4,410,098       
2032 2,150,801      223,041              2,373,842        2,259,297       
2033 2,259,297      114,264              2,373,561                              

25,622,055$   12,359,136$        37,981,191$     

	
In 2005, the Authority entered into agreements with nineteen MUDs. Capital contributions of 
$14,675,978 were made to the Authority in the 2005 fiscal year. The participating MUDs began 
receiving contribution credits against their individual water fees distributed over the life of the Series 
2005 Senior Bonds beginning with the 2005 third quarter pumpage fees. As with the 2003 contribution 
credits, any amounts remaining plus accrued interest at the end of the capital contribution date will be 
credited against any amounts owed to the Authority by the MUDs or paid to the MUDs by the 
Authority. 
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Note 7 – Capital Contributions (continued) 
 
Future contribution credits including interest, principal and remaining balance, at the effective interest 
rate of the Senior Bonds for the 2005 capital contributions as of December 31, 2017 are as follows: 
 

Year Principal Interest Total
Remaining 

Balance
2018 429,763$       571,116$            1,000,879$       11,446,956$    
2019 450,429         550,450              1,000,879        10,996,527     
2020 472,089         528,790              1,000,879        10,524,438     
2021 494,790         506,089              1,000,879        10,029,648     
2022 518,583         482,296              1,000,879        9,511,065       
2023 543,520         457,359              1,000,879        8,967,545       
2024 569,657         431,222              1,000,879        8,397,888       
2025 597,050         403,829              1,000,879        7,800,838       
2026 625,760         375,119              1,000,879        7,175,078       
2027 655,851         345,028              1,000,879        6,519,227       
2028 687,389         313,490              1,000,879        5,831,838       
2029 720,443         280,436              1,000,879        5,111,395       
2030 755,087         245,792              1,000,879        4,356,308       
2031 791,397         209,482              1,000,879        3,564,911       
2032 829,453         171,426              1,000,879        2,735,458       
2033 869,339         131,540              1,000,879        1,866,119       
2034 911,143         89,736                1,000,879        954,976          
2035 954,976         45,922                1,000,898                              

11,876,719$   6,139,122$         18,015,841$     
	

In 2008, the Authority entered into contracts with twenty MUDs to provide funds to pay capital 
expenses of the Authority’s system. Each MUD has paid a Capital Contribution based on a percentage 
of its pro-rata share of the total groundwater production for all water utilities during the calendar year 
2009. Capital contributions of $30,936,787 and $4,960,093 were made to the Authority in the 2008 and 
2009 fiscal years, respectively, for total 2008 contributions of $35,896,880. The participating MUDs 
began receiving contribution credits against their individual water fees distributed over the life of the 
Series 2008 Senior Bonds beginning with the 2009 first quarter pumpage fees. Any amounts remaining 
plus accrued interest at the end of the capital contribution expiration date will be credited against any 
amounts owed to the Authority by the MUDs or paid to the MUDs by the Authority. 
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Note 7 – Capital Contributions (continued) 
 
Future contribution credits including interest, principal and remaining balance, at the effective interest 
rate of the Senior Bonds for the 2008 capital contributions as of December 31, 2017 are as follows: 
 

Year Principal Interest Total
Remaining 

Balance
2018 880,387$       1,763,277$         2,643,664$       31,921,724$    
2019 927,712         1,715,952           2,643,664        30,994,012     
2020 977,581         1,666,083           2,643,664        30,016,431     
2021 1,030,131      1,613,533           2,643,664        28,986,300     
2022 1,085,505      1,558,159           2,643,664        27,900,795     
2023 1,143,857      1,499,807           2,643,664        26,756,938     
2024 1,205,345      1,438,319           2,643,664        25,551,593     
2025 1,270,138      1,373,526           2,643,664        24,281,455     
2026 1,338,414      1,305,250           2,643,664        22,943,041     
2027 1,410,361      1,233,303           2,643,664        21,532,680     
2028 1,486,175      1,157,489           2,643,664        20,046,505     
2029 1,566,064      1,077,600           2,643,664        18,480,441     
2030 1,650,248      993,416              2,643,664        16,830,193     
2031 1,738,957      904,707              2,643,664        15,091,236     
2032 1,832,435      811,229              2,643,664        13,258,801     
2033 1,930,937      712,727              2,643,664        11,327,864     
2034 2,034,735      608,929              2,643,664        9,293,129       
2035 2,144,112      499,552              2,643,664        7,149,017       
2036 2,259,369      384,295              2,643,664        4,889,648       
2037 2,380,821      262,843              2,643,664        2,508,827       
2038 2,508,827      134,862              2,643,689                              

32,802,111$   22,714,858$        55,516,969$     
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Note 7 – Capital Contributions (continued) 
 
Future contribution credits including interest, principal and remaining balance, at the effective interest 
rate of the Senior Bonds for all capital contributions as of December 31, 2017 are as follows: 
 

Year Principal Interest Total
Remaining 

Balance
2018 2,388,158$     3,630,227$         6,018,385$       67,912,727$    
2019 2,510,668      3,507,717           6,018,385        65,402,059     
2020 2,639,474      3,378,911           6,018,385        62,762,585     
2021 2,774,900      3,243,485           6,018,385        59,987,685     
2022 2,917,284      3,101,101           6,018,385        57,070,401     
2023 3,066,988      2,951,397           6,018,385        54,003,413     
2024 3,224,387      2,793,998           6,018,385        50,779,026     
2025 3,389,876      2,628,509           6,018,385        47,389,150     
2026 3,563,872      2,454,513           6,018,385        43,825,278     
2027 3,746,814      2,271,571           6,018,385        40,078,464     
2028 3,939,163      2,079,222           6,018,385        36,139,301     
2029 4,141,401      1,876,984           6,018,385        31,997,900     
2030 4,354,040      1,664,345           6,018,385        27,643,860     
2031 4,577,615      1,440,770           6,018,385        23,066,245     
2032 4,812,689      1,205,696           6,018,385        18,253,556     
2033 5,059,573      958,531              6,018,104        13,193,983     
2034 2,945,878      698,665              3,644,543        10,248,105     
2035 3,099,088      545,474              3,644,562        7,149,017       
2036 2,259,369      384,295              2,643,664        4,889,648       
2037 2,380,821      262,843              2,643,664        2,508,827       
2038 2,508,827      134,862              2,643,689                              

70,300,885$   41,213,116$        111,514,001$   

	
Changes in capital contributions for the current and prior year are as follows: 
 

2017 2016
Capital contributions, beginning balance 72,572,486$      74,733,291$        
Principal repayments (2,271,601)        (2,160,805)          
Capital contributions, ending balance 70,300,885$      72,572,486$        

 



North Harris County Regional Water Authority 
Notes to Basic Financial Statements 
December 31, 2017	
	
	

37	

Note 8 – Chloramination Conversion Credits 
 
Entities designated to receive surface water from the Authority were required to install chloramine 
disinfection systems at their facilities. The Authority has established a program to reimburse entities 
for the cost of constructing these systems. The reimbursement is in the form of a credit against 
pumpage and/or surface water fees. The credit is calculated by amortizing the cost of the chloramines 
system at six percent interest over a thirty year period, which will begin the year that the facilities are 
placed in service. The annual credit will be divided by twelve and the resulting amount will be credited 
monthly toward the fees payable to the Authority for water used. As of December 31, 2017, 
approximately fifty entities have provided the required documentation to the Authority and are 
receiving the monthly chloramination credit.   
 
During the current fiscal year, the Authority reimbursed $375,333 in principal and $1,169,749 in 
interest to districts for chloramination conversion facilities. 
 
Changes to the Authority’s liability for chloramination credits for the current and prior year are as 
follows: 
 

2017 2016
Chloramine credits payable, beginning of year 19,495,885$       19,849,973$        
Principal repayments (375,333)            (354,088)             
Chloramine credits payable, end of year 19,120,552$       19,495,885$        
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Note 8 – Chloramination Conversion Credits (continued) 
 
As of December 31, 2017, the annual chloramination credits, including principal, interest and 
remaining balance are as follows: 
 

Year Principal Interest Total
Remaining 

Balance
2018 397,853$             1,147,229$         1,545,082$       18,722,699$    
2019 421,724               1,123,358           1,545,082        18,300,975     
2020 447,028               1,098,055           1,545,083        17,853,947     
2021 473,850               1,071,233           1,545,083        17,380,097     
2022 502,281               1,042,802           1,545,083        16,877,816     
2023 532,417               1,012,665           1,545,082        16,345,399     
2024 564,362               980,720              1,545,082        15,781,037     
2025 598,224               946,858              1,545,082        15,182,813     
2026 634,118               910,965              1,545,083        14,548,695     
2027 672,165               872,918              1,545,083        13,876,530     
2028 712,495               832,588              1,545,083        13,164,035     
2029 755,244               789,838              1,545,082        12,408,791     
2030 800,559               744,524              1,545,083        11,608,232     
2031 848,592               696,490              1,545,082        10,759,640     
2032 899,508               645,575              1,545,083        9,860,132       
2033 953,478               591,604              1,545,082        8,906,654       
2034 1,010,687            534,395              1,545,082        7,895,967       
2035 1,071,328            473,754              1,545,082        6,824,639       
2036 1,135,608            409,475              1,545,083        5,689,031       
2037 1,203,744            341,338              1,545,082        4,485,287       
2038 1,275,969            269,113              1,545,082        3,209,318       
2039 1,352,527            192,555              1,545,082        1,856,791       
2040 1,363,300            111,404              1,474,704        493,491          
2041 456,167               21,112                477,279           37,324            
2042 37,324                1,131                  38,455             

19,120,552$        16,861,699$        35,982,251$     

	
Note 9 – Unrestricted Net Position 
 
Included in the Authority’s unrestricted net position (i.e., the residual of assets plus deferred outflows 
less liabilities) of $198,596,540, is $132,467,344 in cash and investments, which the Authority has 
designated as additional bond reserves and has deposited in the Improvement Fund.   
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Note 10 – Risk Management 
 
The Authority is exposed to various risks related to torts: theft of, damage to and destruction of assets; 
errors and omissions; and natural disasters. The Authority’s risk management program encompasses 
various means of protecting the Authority against loss by obtaining property, casualty and liability 
coverage through commercial insurance carriers. There have been no significant reductions in 
insurance coverage. Settlement amounts have not exceeded insurance coverage for the current year or 
the three prior years. 
 
Note 11 – Deferred Compensation Plans 
 
The Authority offers its employees a deferred compensation plan created in accordance with Internal 
Revenue Code, Section 457. The plan is available and permits employees to defer a portion of their 
salary until future years. The deferred compensation is not available to employees until termination, 
retirement, death or unforeseeable emergency. The plan is administered by the International City 
Management Association - Retirement Corporation (ICMA-RC). 
 
Note 12 – Pension Plan 
 
The Authority has established the North Harris County Regional Water Authority Qualified Pension 
Plan 401(a) (the “Plan”). The Plan covers all employees. Under the terms of the Plan, active 
participants become 100% vested on the fifth anniversary of employment. Participants are eligible for 
payment of benefits upon reaching age 70½, becoming disabled or separating from service for any 
other reason. Benefits are distributed in accordance with the instructions of the participants. The 
Board of Directors appointed ICMA-RC to serve as Plan administrator and trustee. The Plan provides 
for a minimum Authority contribution of 7% of total current covered payroll. At December 31, 2017, 
all of the Authority’s employees were members of the Plan. Non-vested contributions are immaterial 
to total contributions at December 31, 2017. Vested contributions are solely the possession of 
participating employees. Total covered payroll was $1,324,767 for the year ended December 31, 2017. 
Employer contributions to the Plan were $117,303. 
 
In 2003, the Authority established an additional 401(a) plan for management employees only. It is 
identical to the above Plan with the following exceptions: 1) management employees are fully vested 
on the second anniversary of employment and 2) the Plan provides for a minimum Authority 
contribution of 25% for the current year annual covered payroll of the General Manager. The total 
payroll and employer contributions for this plan are included in the totals above. 
 
Note 13 – Water Supply Contracts 
 
In December 2002, the Authority entered into a forty year contract with the City of Houston 
(Houston) for the purchase of capacity in certain untreated water facilities and treated water facilities, 
including transmission facilities, of Houston. Under the terms of the contract, Houston will provide 
surface water to the Authority at a point of delivery to be located near Highway 59 and Beltway 8. 
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Note 13 – Water Supply Contracts (continued) 
 
The contract stipulates that the Authority will purchase capacity, in phases, in Houston’s surface water 
system. Houston will be responsible for the design, construction, ownership, maintenance and 
operation of both treated and untreated water facilities prior to a mutually agreeable delivery point(s). 
The Authority will be responsible for the design, construction, ownership, maintenance and operation 
of all facilities located beyond the point of delivery. 
 
During 2003, the Authority made its first payment of $51,492,844 to Houston for the purchase of 
capacity in Houston’s treated water facilities and transmission facilities constructed prior to the 
effective date of the contract. In 2009, the Authority made additional payments for the total amount of 
$21,799,523 for the Existing Untreated Water Facilities Initial Untreated Water Demand Allocation of 
31 million gallons per day (“MGD”). 
 
The Authority will pay Houston, on a monthly basis, its pro-rata share of operating and maintenance 
costs of the treated and untreated water facilities and transmission lines based on an annual operating 
budget. Such monthly payments will include an amount adequate to establish an operating reserve. The 
contract also provides the Authority with the option to purchase additional capacity in the future. The 
Authority paid Houston for purchased surface water during the current year. Pursuant to the contract, 
Houston engages an independent auditor to calculate the true-up of operating costs on an annual basis. 
As of December 31, 2017, the net amount owed to the Authority by the City of Houston for the true-
up for Houston’s fiscal year ended June 30, 2017 is $7,684,930, which has been recorded as Due from 
other governments in the Statement of Net Position.  
 
Luce Bayou Interbasin Transfer Project 
 
In January 2009, the Authority and Houston executed the First Supplement (the “Supplement”) to the 
Water Supply Contract to increase the supply of untreated surface water available to the Authority, 
Houston and the other entities through the construction of the Luce Bayou Interbasin Transfer Project 
(“Luce Bayou”). When completed, Luce Bayou will convey approximately 400 MGD of untreated 
surface water from the Trinity River to Lake Houston. The Supplement addresses the allocation of 
capacity in Luce Bayou and how the costs of the project will be shared by the Authority, the other 
entities and Houston. The Supplement and Water Supply Contract remain in effect until 2080. 
 
The Coastal Water Authority (CWA) has been designated as the project manager and, working with 
Houston, is responsible for all decisions and actions relating to the design, development, procurement 
and construction of all aspects of Luce Bayou. Houston will issue (or cause CWA to issue) bonds, 
notes or other obligations to pay for all of the costs of the project, except for the right-of-way costs 
and CWA interest amount ($360,836 as calculated in the Supplement). In addition to the other terms 
of the Supplement, neither party shall have any obligation to pay any funds for the project unless and 
until Houston or CWA have obtained $28,000,000 in funding from the Texas Water Development 
Board’s Water Infrastructure Fund that provides for: (i) the accrual of zero interest on such funds for 
up to 10 years or until the project is completed, whichever occurs first; and (ii) no interest or principal 
payments on such funds during the 10 year period. 
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Note 13 – Water Supply Contracts (continued) 
 
Houston agrees to cause the construction of the project so that it is substantially complete by June 30, 
2019. The project will be completed in two stages as follows: (1) Phase I will be the permitting, 
engineering, surveying, right-of-way and site acquisition, which is currently estimated at a cost of 
$43,000,000 and (2) Phase II of the project will be the construction and related costs, which is 
currently estimated at a cost of $214,000,000. 
 
Under the terms of the contract, the Authority will make the following payments to Houston: 
 

 Lump Sum Payments for Project Right of Way Costs and Payment of CWA Interest Costs; 
 Payments for Existing Untreated Water Supply Facilities; and  
 Payments for Phases 1 and 2 Annual New Untreated Water Facilities. 

 
Lump Sum Payments. As of December 31, 2017, the Authority has paid Houston $2,999,038 for its 
pro-rata share of estimated right of way costs, net of refunds.  
 
Payments for Existing Untreated Water Facilities. The Authority seeks to increase its Untreated Water 
Facilities Demand from 31 MGD to 159 MGD, which is currently estimated to be the Authority’s 
surface water demand in the year 2040. Under the terms of the Supplement, the Authority is required 
to make four payments to Houston for Existing Untreated Water Facilities. Each payment is based on 
a formula defined in the Supplement based on the Authority’s water demand needs in 2025, 2030, 2035 
and 2040.  
 
The first payment is due within 60 days of receiving notification from Houston of the completion of 
Luce Bayou; the second payment is due the earlier of 60 days after sending notice to Houston of the 
Authority’s water demand needs for 2030 or June 30, 2025; the third payment is due the earlier of 60 
days after sending notice to Houston of the Authority’s water demand needs for 2035 or June 30, 
2030; and the fourth payment is due the earlier of 60 days after sending notice to Houston of the 
Authority’s water demand needs for 2040 or June 30, 2035. 
 
Payment for Phases 1 and 2 Annual New Untreated Water Facilities. Payments made to Houston for 
Phase 1 and 2 Annual New Untreated Water Facilities are to be used only for the purpose of making 
debt service payments on obligations issued by either Houston or CWA for the construction of Phase 
1 and Phase 2 of Luce Bayou.  The formulas used to calculate payments are defined in the contract and 
take into consideration the Authority’s 159 MGD untreated water reservation, the total amount of 
untreated water sold by Houston to all customers and Houston’s annual debt service requirement. In 
the 2013 fiscal year, the CWA received financial assistance in the amount of $28,754,000 from the State 
of Texas under the State Participation Program. The Authority’s pro-rata share of debt service 
payments on this obligation will be repaid over 33 years. During the current fiscal year, the Authority 
paid Houston $105,960 for its portion of the annual debt service requirement.  
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Note 13 – Water Supply Contracts (continued) 
 
Northeast Water Purification Plant Expansion Project 
 
On February 25, 2015, the Authority and Houston executed the Second Supplement to the Water 
Supply Contract to increase the supply of treated water to the Authority from 31 MGD to 144 MGD. 
In order to provide this additional capacity, Houston will expand the Northeast Water Purification 
Plant in 2 phases. Phase 1 will provide the Authority with an additional 51.05 MGD capacity no later 
than August 31, 2021 and Phase 2 will provide an additional 61.95 MGD of capacity no later than June 
30, 2024.  
 
The Authority’s estimated share of total costs is approximately $469 million; however, these cost 
assumptions are currently under review by the parties participating in the project and it is anticipated 
that, upon completion the review, the cost estimate will increase, the phasing may be adjusted and the 
delivery dates may be delayed. These revisions could substantially increase the cost of the project and 
delay completion of the project.  
 
Houston will issue cash calls as needed to fund the expansion. These funds will be held in escrow by 
Houston in the Authority’s name until such time that Houston requests withdrawals from the escrow 
account to pay for ongoing project costs. As of December 31, 2017, the Authority has paid Houston 
$16,485,656 in cash call withdrawals from the escrow account and has $42,655,797 remaining in 
escrow.  
  
Northeast Transmission Line 
 
On November 10, 2015, the Authority and Houston executed the Third Supplement to the Water 
Supply Contract to clarify and agree to the terms for the cost sharing, permitting, engineering, 
surveying, construction, operation and maintenance necessary for the Segment 1 of the Northeast 
Transmission Line. The Authority’s estimated share of the total costs is approximately $3,604,970. 
Houston will invoice the Authority prior to engaging a design engineer and prior to awarding the 
construction contract. In the prior year, the Authority incurred costs of $48,450 for its pro-rata share 
of project costs incurred through the effective date of the Third Supplement. 
 
Also on November 10, 2015, the Authority and Houston executed the Fourth Supplement to the 
Water Supply Contract to clarify and agree to the terms for the cost sharing, permitting, engineering, 
surveying, construction, operation and maintenance necessary for the Segment 2 of the Northeast 
Transmission Line. The Authority’s estimated share of the total costs is approximately $238,040,085. 
Houston will invoice the Authority prior to engaging a design engineer and prior to awarding the 
construction contract. In prior years, the Authority incurred costs of $6,817,194 for its pro-rata share 
of project costs incurred through the effective date of the Fourth Supplement. During the current 
fiscal year, the Authority paid Houston $8,425,093 for their share of design costs for Segment 2. 
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Note 14 – Joint Facilities 
 
In 2004, the Authority entered into an Agreement for Joint Financing, Design, Construction, 
Operation and Maintenance of Surface Water Transmission Facilities (“Joint Financing Agreement”) 
with Harris County Municipal Utility District No. 33 (No. 33) on behalf of the Central Harris County 
Water Users Consortium, now Central Harris County Regional Water Authority (the “Central 
Authority”), a consortium of conservation and reclamation Districts established and operating 
pursuant to the Central Harris County Water Users Consortium Agreement, dated December 13, 2002. 
The purpose of the Joint Financing Agreement was to memorialize the terms under which the 
Authority and the Central Authority would share the cost of constructing certain joint facilities 
necessary to receive treated surface water from Houston.  
 
In October 2007, the Authority and Central Authority entered into an Interlocal Agreement to 
establish the terms under which the Authority and the Central Authority agreed to share the costs of 
acquiring properties, rights-of-way, easements and other property interests necessary to construct the 
joint facilities. 
 
In February 2008, the Authority entered into a Letter of Understanding (the “LOU”) with the Central 
Authority, which served as an amendment to the Joint Financing Agreement. The LOU expressed the 
mutual understanding that it was in the best interest of both parties for the Authority to construct a 
portion of the proposed Central Authority facilities in conjunction with the Authority’s facilities.  
 
On November 6, 2013 the Authority and Central Authority amended and restated the Joint Financing 
Agreement (the “Amended Agreement”) to consolidate the respective rights and obligations of both 
parties under the previous agreements and to establish the terms and conditions under which the 
parties would share the costs of construction, operation and maintenance of the joint facilities 
constructed by the Authority.  
 
The terms of the Amended Agreement establish that capital costs for each existing joint facility will be 
allocated between the Authority and the Central Authority on a pro rata basis. Accordingly, the Central 
Authority paid the Authority $7,679,119 for its pro rata share of existing joint facilities in December 
2013. In the event that the parties decide to jointly finance and construct additional facilities, a separate 
written agreement will have to be executed. The Authority holds legal title to the joint facilities; 
however, each party has the use and benefit of its pro rata share of capacity.  
 
The Authority is responsible for the operation and maintenance of the joint facilities. Upon execution 
of the Amended Agreement, the Central Authority owed the Authority $170,503 for operation and 
maintenance costs through December 31, 2012. This amount was paid in December 2013.  
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2017 2016 2015 2014 2013
Personnel

Employee salaries 1,346,367$     1,143,146$     955,192$       925,728$       846,823$       
Employee retirement 117,303         104,607          88,977           85,641           79,095           
Group insurance 152,197         113,838          104,225         98,521           80,894           
Medicare/ Social security 84,594           73,522            59,232           58,178           53,119           
Unemployment compensation 1,499             1,540              62                  1,656             63                  

1,701,960      1,436,653       1,207,688      1,169,724      1,059,994      
Professional fees

Legal 213,773         269,269          150,616         298,558         157,581         
Engineering 143,259         554,388          1,702,550      2,361,412      1,989,815      
Financial services 2,970             3,510              4,860             5,805             4,330             
Legislative consultant 130,000         130,000          130,000         130,000         130,000         
Investment management services 98,297           102,891          142,930         148,317         147,560         
Redistricting/mapping                      6,960                                   2,300                                  
Audit 30,500           28,050            27,500           27,750           26,450           

618,799         1,095,068       2,158,456      2,974,142      2,455,736      
Purchased Services

Bulk water purchases 11,313,413     9,519,465       13,725,609     15,395,630 14,199,064
11,313,413     9,519,465       13,725,609     15,395,630     14,199,064     

Contracted services
Operations and maintenance 2,392,895      2,172,966       1,983,564      1,765,057      2,233,857      
Temporary services 12,375           11,850            4,960             16,564           14,170           

2,405,270      2,184,816       1,988,524      1,781,621      2,248,027      
Occupancy and office

Office lease 124,305         120,913          110,017         107,319         102,804         
Safe deposit box 75                                                             75                  
Bank charges 16,229           6,227              4,202             3,325             11,153           
Printing and office 57,734           184,943          102,404         42,798           141,087         
Postage and delivery 3,513             73,384            38,807           4,563             3,896             
Telephone 50,863           50,494            47,906           47,017           84,383           
Utilities 644,197         578,632          715,751         784,545         779,591         
Equipment leases 14,797           15,673            14,810           14,709           16,115           
Internet service 42,561           45,450            38,376           41,935           34,517           
Communication services 75,000           72,000            72,000           79,129           72,000           

1,029,274      1,147,716       1,144,273      1,125,340      1,245,621      

See accompanying auditors' report.

North Harris County Regional Water Authority
Schedule of Expenses
Last Five Fiscal Years
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2017 2016 2015 2014 2013
Other

Director fees 21,600$         23,700$          25,650$         24,450$         23,100$         
Election expense                                            31,956           48,785           
Technology transfer projects 56,082           41,888            34,788           34,863           34,863           
Insurance 80,504           78,404            80,917           83,871           82,763           
Travel 56,479           43,301            37,065           32,224           29,309           
Legal notices                                                                 25,841           
Membership/Subscription fees 19,632           15,238            13,035           11,887           11,083           
Computer services 38,466           7,172              11,295           14,264           16,083           
Computer software and equipment 18,737           12,844            9,200             1,845             7,806             
Maintenance and repairs 25,474           15,191            5,864             16,502           16,397           
Office furniture 2,794             3,240              1,300             2,760             
Public education                                                                 7,981             
Water conservation 48,859           43,739            48,845           42,499           48,450           
Mileage reimbursement 8,269             6,196              6,788             5,506             4,664             
Permit fees 573,095         508,025          506,700         507,110         534,784         
Seminars/training 13,112           13,660            9,950             8,443             8,760             
Security 5,909             936                830                1,088             744                
Miscellaneous 137,988 145,227          21,621                                
Administrative                                                                 55,534           

1,107,000      958,761          845,804         867,159         877,100         

Expenses Before Depreciation 
   and Amortization 18,175,716     16,342,479     21,070,354     23,313,616     22,085,542     

Depreciation and Amortization 8,405,517      7,979,761       7,637,169      8,509,077 7,947,351

Total Expenses 26,581,233$   24,322,240$   28,707,523$   31,822,693$   30,032,893$   

See accompanying auditors' report.

North Harris County Regional Water Authority
Schedule of Expenses
Last Five Fiscal Years
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North Harris County Regional Water Authority 
Schedule of Principal Water Users  
December 31, 2017 

	
	
	

Name Total Gallons Fees Paid Share (%)
Harris Co. M.U.D. 358 1,042,202,862$    3,022,388$         3.3205%
NW Harris Co. M.U.D. 5 1,026,732,309      3,019,715           3.2712%
Harris Co. M.U.D. 387 914,676,035         2,652,561           2.9142%
Harris Co. F.W.S.D. 61 792,463,793         2,298,145           2.5248%
Tomball, City of 787,401,517         2,283,464           2.5087%
Bridgestone M.U.D. 761,755,867         2,241,843           2.4270%
Harris Co. M.U.D. 367 & 383 715,280,433         2,304,354           2.2789%
Harris Co. M.U.D. 24 516,489,784         1,601,321           1.6455%
Harris Co. M.U.D. 280/281/282 487,820,173         1,414,679           1.5542%
Timber Lane U.D. 484,852,241         1,406,072           1.5448%
     Subtotal 7,529,675,014      22,244,542         23.9897%
All other retail utilities 22,993,560,372    62,903,981         73.2580%
All private well owners 863,851,561         2,335,739           2.7523%

     Total 31,387,086,947    87,484,262$       100.0000%

See accompanying auditors' report. 	
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North Harris County Regional Water Authority 
Historical Rates and Charges 
December 31, 2017 
 
 
 

Effective Date
January 1, 2000 0.12$       
April 1, 2000 0.25         
October 1, 2003 0.34         
April 1, 2005 0.59         
October 1, 2006 0.84         
October 1, 2007 0.99         
October 1, 2008 0.99         
January 1, 2009 1.50         
January 1, 2010 Groundwater 1.75         

Surface Water 2.20         
January 1, 2011 Groundwater 1.75         

Surface Water 2.20         
January 1, 2012 Groundwater 1.75         

Surface Water 2.20         
April 1, 2014 Groundwater 2.00         

Surface Water 2.45         
April 1, 2016 Groundwater 2.40         

Surface Water 2.85         
April 1, 2017 Groundwater 2.90         

Surface Water 3.35         
April 1, 2018 Groundwater 3.40         

Surface Water 3.85         

See accompanying auditors' report.

Fee Schedule (Rate Per
1,000 Gallons of Water)
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North Harris County Regional Water Authority 
Billing and Collection Experience 
December 31, 2017 
	

	
Volume Reported to Volume Reported

Calendar Year Subsidence District to Authority
Ending (gallons) (gallons) Percentage

2002 23,385,003,226        23,304,243,101         99.65%

2003 23,922,957,131        23,919,899,118         99.99%

2004 23,055,346,850        23,002,955,882         99.77%

2005 28,356,373,609        28,351,195,157         99.98%

2006 26,834,935,391        26,822,777,163         99.95%

2007 24,218,161,044        24,199,057,244         99.92%

2008 28,302,980,773        28,274,930,225         99.90%

2009 31,526,248,907        31,449,510,733         99.76%

2010 29,420,861,157        29,371,543,844         99.83%

2011 37,728,453,603        37,713,940,912         99.96%

2012 30,901,831,428        30,871,013,986         99.90%

2013 32,260,208,375        32,204,714,683         99.83%

2014 30,122,900,716        30,080,759,406         99.86%

2015 30,100,833,135        30,054,229,914         99.85%

2016 30,697,514,276        30,632,783,562         99.79%

2017 31,429,861,292        31,387,086,947         99.86%

See accompanying auditors' report. 	
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May 1, 2017 
 
 
Board of Directors 
North Harris County Regional Water Authority 
Harris County, Texas 
 
 
In planning and performing our audit of the financial statements of the business activities of North 
Harris County Regional Water Authority (the “Authority”), as of and for the year ended December 
31, 2016, in accordance with auditing standards generally accepted in the United States of America, 
we considered the Authority's internal control over financial reporting (internal control) as a basis for 
designing audit procedures that are appropriate in the circumstances for the purpose of expressing 
our opinions on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the Authority’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Authority’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore material weaknesses or significant deficiencies 
may exist that were not identified.  However, as discussed below, we identified certain deficiencies in 
internal control that we consider to be material weaknesses. 
 
A deficiency in internal controls exists when the design or operation of a control does not allow 
management, in the normal course of performing their assigned functions, to prevent, detect or 
correct misstatements on a timely basis. A material weakness is a deficiency, or a combination of 
deficiencies in internal control, such that there is a reasonable possibility that a material misstatement 
of the Authority's financial statements will not be prevented or detected and corrected on a timely 
basis.  
 
Material Weaknesses 
 
We observed the following matters that we consider to be material weaknesses: 
 
As is common within the system of internal control of most small organizations, the accounting 
function of the Authority does not prepare the financial statements complete with footnotes in 
accordance with accounting principles generally accepted in the United States of America. This 
could result in the Authority’s financial statements and related note disclosures not fully or 
accurately presenting the Authority’s financial position and changes in financial position during the 
fiscal year in conformity with accounting principles generally accepted in the United States of 
America.  
 
The Authority’s management consists of an elected Board of Directors, General Manager and a 
Financial Assistant. The Board of Directors supervises the management’s performance. 
Management is responsible for the design and implementation of internal controls. 

 



North Harris County Regional Water Authority 
May 1, 2017 
Page 2 of 2 
 
 
In addition to the preparation of financial reports designed to assist management in the day-to-
day operations of the Authority and facilitate decision making related to the overall strategic 
direction of the Authority, management is also responsible for preparing annual audited financial 
statements prepared in compliance with generally accepted accounting principles. The Board of 
Directors and management are responsible for having knowledge and expertise to determine 
whether these annual audited financial statements have been properly prepared and are free from 
potential misstatement. In our opinion, this level of expertise required a Certified Public 
Accountant with experience in governmental accounting and financial reporting. According to 
generally accepted auditing standards, the absence of this expertise is considered to be a material 
weakness in internal control over the financial reporting process. 
 
Management’s Response 
 
See attached. 
 
Conclusion 
 
Management's written response to the material weaknesses identified in our audit has not been 
subjected to the auditing procedures applied in the audit of the financial statements, and accordingly, 
we express no opinion on it. 
 
This communication is intended solely for the information and use of management, Board of 
Directors and the Texas Commission on Environmental Quality and is not intended to be and 
should not be used by anyone other than these specified parties. 
 
Sincerely, 
 

 
 
McGrath & Co., PLLC-CPAs 
Houston, Texas 
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SECOND SUPPLEMENT TO WATER SUPPLY CONTRACT BETWEEN THE CITY
OF HOUSTON, TEXAS AND THE NORTH HARRIS COUNTY REGIONAL WATER

AUTHORITY

FOR THE NORTHEAST WATER PURIFICATION PLANT EXPANSION

THIS SECOND SUPPLEMENT TO WATER SUPPLY CONTRACT (this "Second
Supplement") is by and between the CITY OF HOUSTON ("Houston") and NORTH HARRIS
COUNTY REGIONAL WATER AUTHORITY (the "Authority"), and is for the purpose of
providing for the expansion of the Northeast Water Purification Plant located at 12121 North Sam
Houston Parkway East, Humble, Texas 77396 ("NEWPP"). This Second Supplement is
effective on the date of countersignature hereof by the Houston Controller ("Second Supplement
Effective Date"), For and in consideration of the premises and the mutual covenants and
agreements herein contained, the parties hereto do mutually agree as follows:

TABLE OF CONTENTS
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///. COST SHARING & FUNDING............................................................................. 12
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"C" SCHEDULE
"D" ESCROW AGREEMENT
"E" CASH CALL NO. 1
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ARTICLE I

RECITALS

Section 1.1 Houston and the Authority entered into a Water Supply Contract effective as of
December 16, 2002 (the "Original Contract"), under which Houston provides
treated water to the Authority and the Authority pays costs for treatment and
conveyance of the water by certain treated and untreated water facilities necessary
to provide water to the Authority.

Section 1.2 Pursuant to Ordinance 2009-0052 (January 28, 2009), Houston executed a First
Supplement to Water Supply Contract with the Authority ("First Supplement") to
provide for the permitting, engineering, surveying, construction, and right-of-way
and site acquisition necessary for the Luce Bayou Interbasin Transfer Project
("Luce Bayou") to convey untreated water from the Trinity River to Lake
Houston.

Section 1.3 Houston and the Authority, along with the Other Authorities, further amended the
Original Contract through a First Amendment to the First Supplement ("First
Amendment") adopted pursuant to Ordinance No. 2013-0044 and effective as of
January 22, 2013. in order to clarify certain funding for Luce Bayou.

Section 1.4 Houston has entered into agreements with West Harris County Regional Water
Authority. North Fort Bend Water Authority, and Central Harris County Regional
Water Authority ("Other Authorities") that are substantially similar to the
Original Contract, First Supplement, and First Amendment.

Section 1.5 The Authority and each of the Other Authorities seek to increase their Treated
Water Facilities Demand Allocation and Houston does not currently have
sufficient capacity available in the Existing Treated Water Facilities to serve such
increases, and Houston seeks to increase its own treated water capacity.

Section 1.6 Houston and the Authority now desire to clarify and agree to terms for sharing the
cost of the Expansion Project in order to provide additional treated water capacity
from the NEWPP of 320 million gallons per day ("MGD") and to potentially
provide certain oversizing of facilities. .

Section 1.7 Houston and the Authority believe that using design/build as the method of
delivery of the Expansion Project, in accordance with Texas Government Code
Chapter 2269, Subchapter H, is appropriate given the priorities of the Parties,

OOI79427 3 2 of 45



Section 1.8 This Second Supplement provides for all Costs and Work associated with the
Expansion Project. This Second Supplement does not include any work
associated with rehabilitation or repair of the NEWPP's existing facilities, and
this Second Supplement does not create any new obligation for the Authority to
pay for rehabilitation or repair of the NEWPP's existing facilities.

Section 1.9 Contingent upon the Project Parties timely satisfying their Cash Calls required by
the Second Supplement and the Other Second Supplements, Houston and the
Authority intend for Houston to cause the Expansion Project to be substantially
complete as described in this Second Supplement in two phases with one delivery
date not later than August 31, 2021 for 80 MGD of treated water capacity ("Phase
1") and another delivery date not later than June 30, 2024 for 240 MGD of treated
water capacity ("Phase 2").

Section 1.10 Houston shall use good faith efforts to timely complete Phase 1 and Phase 2;
provided, however, Houston's undertaking to administer and oversee the Work
shall not be deemed or construed as a guarantee of the cost of the Work or of the
timely or successful completion of the Work.

ARTICLE II

DEFINITIONS

Section 2.1 Unless otherwise defined in this Second Supplement, the capitalized terms used in
this Second Supplement have the meaning provided in the Contract. In addition
to the terms defined elsewhere in this Second Supplement, the following terms
have the definitions provided below.

Section 2.2 Acquisition Costs means the portion of the Costs associated with acquiring the
Expansion Project Property, if any, whether by purchase or condemnation,
including all reasonable costs related to title examination and title policies, due
diligence, property surveying, payments to property owners, closing costs,
environmental mitigation, litigation and court costs, permitting necessary for
acquisition or environmental mitigation, court costs, and any other related costs
arising out of the acquisition of the Expansion Project Property.

Section 2.3 Agreed Upon Procedures Report or AUP Report means a report and associated
findings produced by an independent accounting firm engaged by Houston under
an Agreed-Upon Procedures Engagement conducted in accordance with (i)
Section 8 '•> of rh;c ^cnprf ^''pp'e^ient, and (ii) the Statements on Standards for
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Attestation Engagements published by the American Institute of Certified Public
Accountants.

Section 2.4 Annual Financial Report is defined in Section 8.2.

Section 2.5 Appropriate(d) Houston Funds or Appropriation of Houston Funds means when
both of the following have occurred with respect to Houston's funds (as
opposed to funds from the Authority or Other Authorities): (i) Houston's City
Controller has certified that a certain dollar amount of Cash or Cash
Equivalent is available for the Expansion Project, and (ii) Houston's City
Council has approved appropriating such dollar amount for the Expansion
Project.

Section 2.6 Authority Fund means a segregated fund established and controlled by Houston
for the receipt and disbursement of the funds of the Authority and the Other
Authorities, and used by Houston to pay for the pro-rata share of the Costs of the
Authority and the Other Authorities, as set forth herein.

Section 2.7 Authority Meeting is defined in Section 6.4.1.

Section 2.8 Authorized Investments means investment pool(s): (i) that comply with the
requirements of Houston's investment policy and Texas Government Code
Chapter 2256, and (ii) in which Houston's funds (in addition to funds from the
Authority) are invested.

Section 2.9 Budget means the chart attached as Exhibit "B", which (a) reflects the estimated
Costs for each Work Item and cumulative total thereof, and (b) will be revised in
accordance with this Second Supplement to reflect the updated estimated Costs
and the actual Costs for each Work Item and cumulative total thereof.

Section 2.10 Cash means currency of the United States of America which, on the date of
payment, is legal tender for the payment of debts due the United States of
America.

Section 2.11 Cash Call means one of a series of demands for funds from the Project Parties
sent by the Project Director to pay for Costs in accordance with the requirements
set forth in Section 3.7 of this Second Supplement.

Section 2.12 Cash Call Due Date means the date specified in a Cash Call that either Cash or
Cash Equivalent, at the option of each Project Party, is required from the
Project Parties.
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Section 2.13 Cash Equivalent means one or more line(s) of credit or letter(s) of credit
obtained by a Party from one or more financial institution(s). For Houston, in
addition to line of credit and letter of credit. Cash Equivalent shall also include, as
certified in writing by Houston's Controller, capacity in Houston's commercial
paper program that is available for payment of Houston's pro-rata share of Costs,
based on Houston's applicable Cost Share, and that is not committed for other
use. The Project Director and the Representatives may collectively agree in
writing to add to the items included in the term Cash Equivalent,

Section 2.14 Consensus Item is defined in Section 6.3.

Section 2.15 Consensus Process is defined in Section 6.1.

Section 2.16 Consensus Vote is defined in Section 6.2,

Section 2.17 Construction Costs means the costs associated with the construction of the
Expansion Project, including all reasonable costs for labor, equipment, materials,
electricity, fuel, and Consultants) (including construction management,
inspection, and materials testing).

Section 2.18 Consultant(s) means professional or legal service provider(s), whether a firm or
an individual, engaged by Houston to assist in the planning, design, acquisition,
and other Work.

Section 2.19 Contract means the Original Contract, as supplemented by the First Supplement,
and as amended by the First Amendment.

Section 2.20 Contract Price means all or any portion of the Costs that Houston is obligated to
pay: (i) to the Design/Builder, Contractors), or Consultant(s), including any
guaranteed maximum prices, lump sum amount, maximum contract prices, and
(ii) for the Acquisition Costs. No Costs shall be included in Contract Price unless
the Costs have been approved in accordance with Section 6.3.

Section 2.21 Contract Non-Oversized Price is defined in Section 3.14.4.

Section 2.22 Contract Oversized Price means a dollar amount equal to the Costs included in a
Contract Price for any and all Work Items for the Oversized Facilities to produce
the Oversized Facilities Design Capacity and/or to meet Houston's seasonal
demands for peaking.
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Section 2.23 Contractor means the Design/Builder; provided, however, in the event a delivery
method other than design/build, pursuant to Texas Government Code Chapter
2269, Subchapter H, is employed by Houston, in accordance with this Second
Supplement, Contractor shall instead mean the prime contractor for the Expansion
Project.

Section 2.24 Cost Recovery Amounts means the portion of the costs of Houston's employees'
salaries, associated benefits, overhead, and itemized costs paid from the cost
recovery fund (Houston's Fund 1001), that are allocated and attributable to the
Expansion Project for the period beginning on December 1, 2014, and concluding
as of the date of the Final Accounting, calculated in accordance with Section 3.13.

Section 2.25 Cost Share means each Project Party's pro-rata share of the Costs for Phase 1,
Phase 2, and Multi-Phase Work, which the Parties agree are set forth in the
Participation Table, and may be adjusted in accordance with Section 3.2.

Section 2.26 Costs means all or any portion of the costs for the Work, including the
Engineering Costs, Construction Costs, Acquisition Costs, Cost Recovery
Amounts, and any other costs the Parties are obligated to pay in accordance with
this Second Supplement.

Section 2.27 Day means calendar day, unless otherwise noted.

Section 2.28 Design/Builder means the firm or firms selected pursuant to this Second
Supplement to design and build the Expansion Project, in accordance with Texas
Government Code Chapter 2269, Subchapter H.

Section 2.29 Direct Employee shall have the meaning assigned in Section 3.13.

Section 2.30 Director means Houston's Director of Public Works and Engineering.

Section 2.31 Downsizing Costs is defined in Section 7.2.2.

Section 2.32 Engineering Costs means the costs for engineering Work associated with the
Expansion Project, including all reasonable costs for the planning, management,
oversight, inspection, basis of design, engineering design, geotechnical
investigations, surveys, estimates, pilot plant testing, materials testing, plans,
specifications, investigations, and necessary permitting.

Section 2.33 Escrow Account means an escrow account held by the Escrow Agent for the
receipt of Cash or Cash Equivalent from the Authority to satisfy Cash Call(s) and
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for the distribution of funds to Houston out of such account, for payment of the
Authority's pro-rata share of Costs, based on the Authority's applicable Cost
Share, all as set forth in this Second Supplement.

Section 2.34 Escrow Agent means an authorized financial institution of the Authority's choice,
which may be changed from time to time, in accordance with good money
management practices, to transfer funds from one financial institution to another.
provided the funds are not released to the Authority until the conditions stated in
the Escrow Agreement are met.

Section 2.35 Escrow Agreement means the escrow & pay agent agreement, in the form
substantially similar to the form attached hereto as Exhibit "D." executed by the
Authority, the Project Director (on behalf of Houston) and the Escrow Agent;
provided, however, the Project Director, the Authority, and the Other Authorities
may collectively agree in writing to modifications of the Escrow Agreement.

Section 2.36 Estimated Non-Oversized Price is defined in Section 3.14.

Section 2.37 Estimated Oversized Price is defined in Section 3.14.

Section 2.38 Exempt Item is defined in Section 6.5.

Section 2.39 Expansion Project means the undertaking that is the subject of this Second
Supplement to be overseen by Houston in two Phases to design, permit, and
construct the additional Treated Water Facilities to add 320 MGD of treated water
capacity to the NEWPP. Provided, however, the Oversized Facilities may be
oversized as described herein. Expansion Project does not include any
rehabilitation or repair of the NEWPP's existing facilities.

Section 2.40 Expansion Project Property is defined in Section 5.4.

Section 2.41 Expansion Project Reservation means the Phase 1 Expansion Project Reservation
and the Phase 2 Expansion Project Reservation.

Section 2.42 Expansion Project Team means the Project Director and other Houston employees
and agents, authorized to manage the Work performed by Contractor and
Consultants).

Section 2.43 Final Accounting is defined in Section 8.7.

Section 2.44 Final Non-Oversized Price is defined in Section 3.14.5.
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Section 2.45 Final Oversized Price is defined in Section 3.14.5.

Section 2.46 Material shall have the meaning of such word as used under federal securities
laws.

Section 2.47 MSRB is defined in Section 10.16.

Section 2.48 Multi-Phase Work means Work Items that benefit both Phase 1 and Phase 2,
including without limitation, the new intake structure with pumping and
conveyance facilities to provide untreated water from Lake Houston, the electrical
substation, the high service pump station, Consultants' services, clearing and
grubbing, drainage, any separate operation facility for the Expansion Project,
permitting, environmental Work, Expansion Project Property (if any), fencing,
security facilities, SCADA (supervisory control and data acquisition) system,
access roads and/or paving, ground storage tanks, on-site conveyance facilities,
office/control building, chemical facilities, sludge dewatering facilities, yard
lighting, yard piping, maintenance or shop building, any rail spur, backwash
facilities, and related appurtenances.

Section 2.49 'Non-Payment Default means any default described in Sections 3.9.4 or 3.9.5.

Section 2.50 Notice of Upcoming Cash Call is defined in Section 3.7.1.

Section 2.51 Original Contract is defined in Section 1.1.

Section 2.52 Other Authorities is defined in Section 1.4.

Section 2.53 Other Representatives means the individuals authorized under Other Second
Supplements to act as on behalf of the Other Authorities regarding the Expansion
Project.

Section 2.54 Other Second Supplements means written agreements between Houston and the
Other Authorities that are substantially similar to this Second Supplement.

Section 2.55 Overhead is defined in Section 3.13.

Section 2.56 Overhead Factor is defined in Section 3.13.2.

Section 2.57 Oversized Facilities means certain Multi-Phase Work items that, pursuant to
Section 3.14, may be oversized so that such facilities are capable of producing the
Oversized Facilities Design Capacity and/or meeting Houston's seasonal
demands for peaking. Oversized Facilities include, without limitation: the new
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intake structure with pumping and conveyance facilities to provide untreated
water from Lake Houston, the electrical substation, and the high service pump
station. The Project Director and the Representatives niay collectively agree in
writing to revise the definition of Oversized Facilities.

Section 2.58 Oversized Facilities Contribution is defined in Section 3.15.1.

Section 2.59 Oversized Facilities Design Capacity means the amount of treated water,
measured in MGD, that the Project Director reasonably determines that the
Oversized Facilities are able to produce based on the Contractor's or a
Consultant's analysis and Houston's available water rights that may be diverted
from Lake Houston. The Oversized Facilities Design Capacity shall be an MGD
amount that exceeds 320 MGD.

Section 2.60 Oversized Facilities Option means the Authority's unrestricted right to an
Oversized Facilities Reservation of 15 MGD which is further described in Section
3.15. The sum of the Oversized Facilities Option of the Authority plus the
Oversized Facilities Options of the Other Authorities (under Other Second
Supplements) equals 43 MGD.

Section 2.61 Oversized Facilities Reservation means a Reservation in the Treated Water
Demand Allocation limited to the Oversized Facilities, which the Authority may
obtain as provided in Section 3.15.

Section 2.62 Oversizing Costs means a dollar amount equal to the Costs included in the "(WB

- WA)" portion of the formula in Section 3.7.3, as revised by Section 3.7.4.

Section 2.63 Participation Table means the table attached as Exhibit "A", detailing the
Expansion Project Reservation and Cost Share of the Authority, the Expansion
Project Reservations and Cost Shares of the Other Authorities, Houston's capacity
and Cost Share in the Expansion Project, and the Oversized Facilities Design
Capacity. The Participation Table may be revised in accordance with this Second
Supplement.

Section 2.64 Party or Parties means all or any of the following entities, as applicable: Houston
and the Authority.

Section 2.65 Phase(s) means Phase 1, Phase 2, or both.

Section 2.66 Phase 1 Expansion Project Reservation is defined in Section 3.1.
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Section 2.67 Phase 2 Expansion Project Reservation is defined in Section 3.1.

Section 2.68 Phase A UP Report is defined in Section 8.6.1.

Section 2.69 Phase Financial Report is defined in Section 8.3.

Section 2.70 Presentation is defined in Section 6.3.1.

Section 2.71 Project Director means an individual designated by the Director and authorized to
act on behalf of Houston in the manner described in this Second Supplement,
which individual may be changed by the Director from time to time.

Section 2.72 Project Party or Project Parties means all or any of the following entities, as
applicable: Houston, the Authority, and the Other Authorities.

Section 2.73 Proposed Solution is defined in Section 6.4.

Section 2.74 Representation is defined in Section 3.6.

Section 2.75 Representative means the individual authorized in writing by the Authority to act
on behalf of an Authority in the manner described in this Second Supplement, or
an alternate individual approved by the Authority, which individuals may be
changed by the Authority from time to time.

Section 2.76 Representatives mean the Representative and the Other Representatives.

Section 2.77 Representatives Issue is defined in Section 6,4.

Section 2.78 Rule is defined in Section 10.16.

Section 2.79 Schedule means a chart attached as Exhibit "C," accurately reflecting the
estimated and actual timing of Work Items, Cash Calls, and projected Substantial
Completion Dates, which Schedule will be revised in accordance with this Second
Supplement.

Section 2.80 Selection Reviewer means an individual designated in writing by the Authority
who is responsible to perform the functions of Selection Reviewer under Section
5.2 and who has provided the Project Parties with a written certification that he or
she is not an employee or paid consultant of a firm involved in the submission of
a proposal to Houston to serve as the Contractor.
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Section 2.81 Substantial Completion means the stage in the progress of the Work when the
Work, or designated portion thereof, is sufficiently complete in accordance with
the contract between Houston and the Contractor so Houston can occupy and
utilize the Work for its intended use, as evidenced by a certificate of Substantial
Completion issued by Houston.

Section 2.82 Substantial Completion Date means, for each Phase, the date of Substantial
Completion shown on the certificate of Substantial Completion issued by
Houston.

Section 2.83 True-Up means the process described in Section 8.8.

Section 2.84 True-Up Statement is defined in Section 8.8.

Section 2.85 TWDB is defined in Section 3.12.

Section 2.86 TWDB Expansion Funding is defined in Section 3.12.

Section 2.87 Unpaid Reservation is defined in Section 7.2.1.

Section 2.88 Unpaid Capacity is defined in Section 7.4.1.

Section 2.89 Weighted Vote is defined in Section 6.2.

Section 2.90 Withdrawal Request and Certificate means, as further described in the Escrow
Agreement, a written instrument that is signed by the Project Director and
addressed to the Escrow Agent, for the puipose of withdrawing funds from the
Escrow Account to pay the Authority's pro-rata share of Costs, based on the
Authority's applicable Cost Share, pursuant to this Second Supplement.

Section 2.91 Work means any of the labor, materials, equipment, administration, and other
similar efforts and items necessary for the completion of the Expansion Project.

Section 2.92 Work Management System means a remotely-accessible system or systems
Houston uses to share information with the Expansion Project Team and
Representatives, as further described in Section 4.4.

Section 2.93 Work Item means a discrete portion of the Work that is attributable to Phase(s) of
the Expansion Project and included in a Contract Price.
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ARTICLE HI

COST SHARING & FUNDING

Section 3.1. Cost Sharing and Reservation, The Authority seeks to increase its Treated
Water Facilities Demand Allocation from 31 MGD to 144 MGD. Accordingly, the Authority
hereby makes a Reservation request for 51.05 MGD in Phase 1 of the Expansion Project (the
"Phase 1 Expansion Project Reservation") and 61.95 MGD in Phase 2 of the Expansion
Project (the "Phase 2 Expansion Project Reservation"). For Phase 1, the Authority's Phase 1
Expansion Project Reservation shall be deemed approved on the Substantial Completion Date
of Phase 1 if the Authority is not then in Non-Payment Default. For Phase 2, the Authority's
Phase 2 Expansion Project Reservation shall be deemed approved on the Substantial
Completion Date of Phase 2 if the Authority is not then in Non-Payment Default.

Section 3.2. The Participation Table & Cost Share. The Participation Table shall show (i) the
Expansion Project Reservation and Cost Share of the Authority, the Expansion Project
Reservations and Cost Shares of the Other Authorities, and Houston's capacity and Cost Share in
the Expansion Project, and (ii) the Oversized Facilities Design Capacity.

3.2.1 The Participation Table and Costs Shares shall not change, unless (i) one or more
of the Project Parties fails to timely satisfy any of its Cash Call obligations and
any of the remedies in Sections 7.2. 7.3. or 7.4 are initiated, or (ii) one or more of
the Project Parties assigns, in writing, a portion of its Expansion Project
Reservation to another of the Project Parties.

3.2.2 Without the need for consent from any Project Party, any Project Party may
assign to another Project Party, in writing, any portion of its Expansion Project
Reservation, provided the assignee agrees in writing that the assignee assumes all
of assignor's outstanding and future rights and obligations related to same. The
price for such assignment may be as mutually agreed upon by the seller and
buyer.

3.2.3 In the event the Costs Shares change pursuant to Section 3.2.1 or 3.2.2, and when
the Oversized Facilities Design Capacity is determined as provided in Section
3,14. the Project Director shall cause the (i) prompt preparation of an updated
Participation Table and posting of same on the Work Management System,
and (ii) concurrent provision of an email (or other written notice) to the
Representative notifying the Representative that the updated Participation Table
has been posted to the Work Management System.

Section 3.3 The Budget. The Budget shall itemize the Cost of each Work Item and
aggregate Costs for each Phase, for Multi-Phase Work, and for the Oversized Facilities. The
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Project Director shall cause the: (i) prompt preparation and maintenance of an accurate
Budget and posting of same on the Work Management System, and (ii) concurrent provision
of an email (or other written notice) to the Representative notifying the Representative when an
updated Budget has been posted to the Work Management System.

Section 3.4 Houston's Previously Incurred Costs. The Parties acknowledge that Houston
has incurred Costs for the Expansion Project prior to the Second Supplement Effective Date.
As a pre-condition to entering this Second Supplement, the Authority hereby agrees to pay
for its pro-rata share of the Costs, based on its applicable Cost Share, incurred by Houston
prior to December 1, 2014, which the Parties hereby agree is estimated to be $645,768.52
subject to the provisions of Article VIII. The Authority agrees to pay Houston such
$645,768.52 within ninety (90) days of the Second Supplement Effective Date. All Costs
incurred by Houston on or after December 1, 2014, shall be included in a Cash Call pursuant
to Section 3.7 or 3.8. Subject to the provisions of Article VIII, the Authority is not
responsible for any Costs incurred by Houston prior to December 1, 2014, other than such
$645,768.52 which amount includes the Cost Recovery Amounts incurred prior to December
1.2014.

Section 3.5 Rates. Each Party represents and certifies that it will have on hand and lawfully
available sufficient funds to make its payments due hereunder. Each Party recognizes its duty to,
and covenants and agrees, that at all times it will establish and maintain, and from time to time
adjust, the rates, fees, and charges for the services it provides to its customers to the end that the
revenue therefrom, together with funds received from any other lawful source will be sufficient
at all times to pay all of its obligations under this Second Supplement.

Section 3.6 The Representative. The Representative shall have the right to participate in the
day-to-day Expansion Project activities and shall enjoy the same privileges of access as a
member of the Expansion Project Team, including access to the Work Management System.
Expansion Project-related activities, equipment, and workspace ("Representation").

3.6.1 No individual shall be qualified to serve as the Representative if he or she (i) is
performing Work on the Expansion Project in Ms or her individual capacity or
(ii) is an employee or owner of an entity that is performing Work on the
Expansion Project.

3.6.2 Prior to or contemporaneous with the Authority authorizing an individual to
serve as the Representative, the individual shall be required to provide the
Project Parties with a written certification that confirms that the individual is in
compliance with Section 3,6 1 and that the individual will remain in
compliance with same during the period of time that the individual remains the
Representative.
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3.6.3 The Authority shall pay for the Representative's equipment and workspace to the
extent such equipment and workspace is requested by the Representative and
provided for the exclusive use of the Representative. The Project Director and the
Representative may agree to purchase or lease terms for such equipment and/or
work space as part of the Contract Price(s).

3.6.4 Notwithstanding the provisions above and consistent with this Second
Supplement, the Project Director and the Representatives may further collectively
agree on the manner in which they collaborate on Work, the Schedule, and the
Budget.

Section 3.7 Cash Calls in General. The Project Director shall send Cash Calls to the
Project Parties from time to time as necessary to fund the Expansion Project, and shall send
each individual Cash Call to all the Project Parties on the same date; provided, however, no
Cash Call shall be sent to the Project Parties after the date of the Final Accounting.

3.7.1 The Project Director shall provide all Project Parties with written notice
("Notice of Upcoming Cash Call") of: (i) the estimated Costs and Work Items
to be paid with proceeds of the upcoming Cash Call, (ii) the estimated dollar
amount due from each Project Party pursuant to the upcoming Cash Call and
the calculation thereof, and (iii) the estimated Cash Call Due Date (which shall
be no earlier than 180 days after the date the Project Director sends the Notice
of Upcoming Cash Call to the Project Parties), all as reasonably estimated by
the Project Director. Each Notice of Upcoming Cash Call shall include a
certification that the Project Director reasonably expects to spend all of the
proceeds of the Cash Call within 3 years of the Authority's Cash Call Due
Date. The phrase "3 years" in the preceding sentence shall be changed to "5
years" for that Cash Call if the Project Director provides the Representatives a
written certification from a licensed engineer that a period of at least 5 years is
necessary to complete the Work included in the Cash Call.

3.7.2 Except as may be agreed to in writing otherwise by the Project Director, the
Authority, and the Other Authorities, collectively, each Cash Call Due Date
shall be (i) for the Authority, no earlier than the later of (A) 60 days after the
date the Authority receives that particular Cash Call or (B) the estimated Cash
Call Due Date provided in the Notice of Upcoming Cash Call, and (ii) for
Houston, 30 days after the Authority's Cash Call Due Date. In no event shall
a Cash Call Due Date be any later than 18 months after the date the Project
Director sends the Notice of Upcoming Cash Call to the Project Parties,
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3.7.3 Unless and until Houston, as set forth in Section 3.14.3, chooses to design and
construct the Oversized Facilities to produce the Oversized Facilities Design
Capacity and/or to meet Houston's seasonal demands for peaking, the Project
Director shall use the formulas below to calculate each Project Party's Cash
Call amount, the amount of the Authority's funds to be drawn from the Escrow
Account, the amount of the Authority' funds to be drawn out of the Authority
Fund, and the amount of Houston's funds to be drawn out of the Appropriation
of Houston Funds:

For the Authority and the Other Authorities:

C = (P1 * W1) + (P2 * W2) + (PM * WM) + Z

For Houston:

C = (P1 * W1) + (P2 * W2) + (PM * WM) + Z

Where:

C = Dollar amount of Cash (or for Cash Calls, the dollar amount of Cash or
Cash Equivalent) due from the Project Party.

P = The Project Party's Cost Share for the applicable Work as listed in the
Participation Table, where: P1 = Phase 1 Cost Share: P2 = Phase 2 Cost
Share; PM = Multi-Phase Work Cost Share.

W = The Costs to be paid, where: W1 = dollar amount of Costs for Phase 1:
W = dollar amount of Costs for Phase 2; W1 ~ dollar amount of Costs
for Multi-Phase Work.

Z = Costs that a Project Party is obligated to pay "at 100% pursuant to
Section 3.6.3 of this Second Supplement or of Other Second
Supplements.

3.7.4 If, as set forth in Section 3.14.3. Houston chooses to design and construct the
Oversized Facilities to produce the Oversized Facilities Design Capacity and/or to
meet Houston's seasonal demands for peaking, then the formulas in Section
3.7.3 above shall be revised as follows: (i) "WM" shall be revised to mean the
dollar amount of Costs for Multi-Phase Work excluding all Costs of the Oversized
Facilities, (ii) the Authority's formula above shall be modified to add after "Z",
»4- ^pM * ^Ay\ ^{{j Houston's formula above shall be modified to add after
"Z", "+ (PM * WA)" and "+ (WB - WA)," and (iv) WA shall be the dollar
amount of Costs for the approved Contract Non-Oversized Price and WB shall
be the dollar amount of Costs for the approved Contract Oversized Price. (In
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item "(iv)" of the preceding sentence, the term "approved" means approved in
accordance with Section 6.3.). If the formulas are revised as described in the
first sentence of this paragraph, then such revisions shall occur as of the
effective date of the notice to proceed issued by Houston for the final design of
the Oversized Facilities, which Houston shall issue in order to commence final
design. Any reference to Section 3.7.3 in this Second Supplement shall be
interpreted to include, if applicable, the revisions provided in this Section
3.7.4.

3.7.5 Each Cash Call shall include a written statement providing: (i) the actual
dollar amount due from each Project Party pursuant to the Cash Call, but this
actual dollar amount (A) shall not exceed the estimated dollar amount for that
Project Party provided in the Notice of Upcoming Cash Call and (B) shall only
be for Costs that have been approved in accordance with Section 6.3, for
Exempt Item(s), or for Cost Recovery Amounts; (ii) the calculation of the
amount of each Project Party's portion of the Cash Call: (iii) the Cash Call
Due Date; (iv) the Costs and Work Items to be paid with the proceeds of the
Cash Call; and (v) each Project Party's amount of surplus from previous Cash
Calls, if any. as reasonably determined by the Project Director. At the time of
sending a Cash Call to any Project Party, the Project Director shall provide a
copy of that Cash Call to the other Project Parties via the Work Management
System.

3.8 Cash Call No. 1. By the Parties" execution of this Second Supplement, Houston will be
deemed to have issued to the Project Parties Cash Call No. 1 in the amount of $6,975,173, as
described in the attached Exhibit '"E." Notwithstanding the provisions of Section 3.7 and
Section 6.3: (i) the Authority's Cash Call Due Date for Cash Call No. 1 shall be 120 days
after the Second Supplement Effective Date, and (ii) the Costs of such $6,975,173 are
deemed to be included in a Contract Price and are deemed to have obtained a Consensus
Vote. Houston represents that it has already performed an Appropriation of Houston Funds
in an amount equal to or greater than Houston's pro-rata share of Costs, based on Houston's
applicable Cost Share for such Cash Call.

3.9 Paying Cash Calls. Houston shall pay Cash Calls in accordance with this Second
Supplement, and the Authority shall pay Cash Calls in accordance with this Second
Supplement and the Escrow Agreement.

3.9.1 In paying a Cash Call, and in accordance with the Escrow Agreement, the
Authority shall, by its Cash Call Due Date, provide the Escrow Agent with
Cash or Cash Equivalent, at the option of the Authority, in the amount of the
funds required from the Authority by such Cash Call, which at the Authority's
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option may include the application of any or all of the surplus identified in the
Cash Call. In paying a Cash Call, Houston shall Appropriate Houston Funds
by its Cash Call Due Date in the amount of the funds required from Houston
by such Cash Call, which at Houston's option may include the application of
any or all of the surplus identified in the Cash Call.

3.9.2 If the Authority satisfies a Cash Call with Cash, then the Authority shall be in
default if any loss in investments made with such Cash in the Escrow Account
causes insufficient Cash or Cash Equivalent to be available such that Houston is
unable to timely draw the undrawn portion of the Cash Call that was satisfied with
Cash. Provided, however, if the Authority promptly provides additional Cash or
Cash Equivalent to replace such loss so that Houston is able to timely draw the
undrawn portion of the Cash Call that was satisfied with Cash, then the Authority
is deemed to not have been in default. If Houston presents a Withdrawal Request
and Certificate to the Escrow Agent and Houston is unable to draw funds from the
Escrow Account because of default described above in this Section 3.9.2, then the
Authority shall pay Houston interest on the amount that Houston was unable to
draw. Such interest shall be calculated at the interest rate described in Section 7.5
and shall accrue from the date Houston presents the Withdrawal Request and
Certificate to the Escrow Agent until the date the Authority makes the funds
available to Houston.

3.9.3 If an Appropriation of Houston Funds is comprised of Cash and if any loss in
investments made with such Cash causes a reduction in such Cash so that Houston
is unable to timely draw the undrawn portion of the Cash Call that was satisfied
with Cash, then Houston shall promptly seek to Appropriate Houston Funds to
replace such loss. If Houston fails to Appropriate Houston Funds to replace such
loss, then Houston shall be in default, and Houston shall replace such loss prior to
spending Cash from the Authority Fund.

3.9.4 If the Authority fails to provide Cash or Cash Equivalent or Houston fails to
Appropriate Houston Funds by any Cash Call Due Date, as required by Section
3.9.1, then that Party shall be in default. In satisfying some or all of any Cash Call,
if the Authority provides the Escrow Agent with Cash Equivalent or if Houston's
Appropriation of Houston Funds is derived from Cash Equivalent, then the
Authority or Houston, as applicable, shall be in default if it fails to both: (i)
maintain the Cash Equivalent in place such that Houston is unable to timely draw
the undrawn portion of the Cash Call that was satisfied with Cash Equivalent, and
(ii) re-establish the Cash Equivalent (within 10 business days of receiving written
notice) such that Houston is able to timely draw the undrawn portion of the Cash
Call that was satisfied with the Cash Equivalent. (The phrase "written notice" in
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the preceding sentence means a written notice (a) stating that the Cash Equivalent
was not maintained, and (b) that is issued by the Project Director (if the notice is to
the Authority) or issued by the Project Director or the Authority (if the notice is to
Houston ),) If Houston fails to spend funds out of the Appropriation of Houston
Funds as required by Section 3.11.1, then Houston shall be in default. As
described in Section 2.49, default under this Section 3.9.4 shall be considered
Non-Payment Default.

3.9.5 Cash Equivalent that is in the form of a line of credit may only be obtained from a
financial institution which at the time of obtaining the Cash Equivalent has long
term credit ratings in one of the three highest generic rating categories from at
least two nationally recognized rating services. If at any time after the date a
Party obtains a line of credit, the financial institution fails to meet the credit
ratings requirement of the preceding sentence, then the Party shall (within 60 days
after the date the financial institution failed to meet the credit ratings requirement)
either replace the line of credit with: (i) Cash Equivalent that satisfies the credit
ratings requirement, or (ii) Cash. After the expiration of such 60 days, a Party
shall be in default if it fails (within 10 business days after receiving written notice
from the Project Director or Authority (if the Party is Houston) or from the Project
Director (if the Party is the Authority)) to replace the line of credit as described in
the preceding sentence. As described in Section 2.49. default under this Section
3,9.5 shall be considered Non-Payment Default.

3.9.6 Cash or Cash Equivalent provided for any particular Cash Call shall only be
used to pay for the Cash Call for which it was provided, unless it is determined
to be surplus as provided in Section 3.7.5.

3.10 The Escrow Account; Withdrawal of Funds: Requests for disbursements from the
Escrow Account shall be made in accordance with this Second Supplement and the Escrow
Agreement. At such times as the Project Director reasonably determines that payments will
be due to pay for the Work pursuant to this Second Supplement and Other Second
Supplements, the Project Director shall provide to the Authority a written notice of its intent
to draw from the Escrow Account along with a calculation of horn' each Project Party's draw
amount has been calculated under Section 3.7.3.

3.10.1 No earlier than 5 days after providing such notice to the Authority, Houston,
through the Project Director, shall deliver to the Escrow Agent a Withdrawal
Request and Certificate that complies with the requirements of the Escrow
Agreement (with a copy contemporaneously sent to Houston's Controller and
the Representatives) in order to draw Cash from the Escrow Account.
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3.10.2 Through the Work Management System, the Project Director shall notify the
Project Parties of the following: (A) with respect to the Project Parties (other than
Houston) the amount of Cash that Houston (via the Project Director) withdraws
out of a Project Party's Escrow Account and the date of such withdrawals; and (B)
with respect to Houston: (i) each date when Houston has Appropriated Houston
Funds and the dollar amount of same, (ii) the dollar amount of all funds that
Houston (via the Project Director) withdraws out of the Appropriation of Houston
Funds and the date of such withdrawals.

3.10.3 The Authority shall maintain an Escrow Account meeting the requirements of this
Section 3.10 until (i) the Authority receives a True-Up Statement calculated
pursuant to Section 8.8 which indicates that the Authority no longer owes Houston
any amounts related to the Expansion Project, or (ii) the Authority pays Houston
the amount, If any, due from the Authority under such True-Up Statement.

3.11 The Authority Fund. All Authority funds withdrawn from the Escrow Account
shall be immediately deposited into the Authority Fund and held in the Authority Fund until
payment is made for the Costs. All Authority funds held in the Authority Fund shall be held
by Houston in trust for the benefit of the Authority.

3.11.1 Houston, through the Project Director, shall spend funds in the Authority Fund
only for (i) Costs that have been approved In accordance with Section 6.3 (or
for Exempt Item(s)) for which Houston's Controller certified the availability of
funds, and (ii) Cost Recovery Amounts. For each and every payment made by
Houston out of the Authority Fund, Houston shall: (i) with respect to the
Authority's funds held in the Authority Fund, withdraw an amount equal to the
Authority's pro-rata share of the Costs to be paid for same, which shall be
determined in accordance with the formula applicable to the Authority stated in
Section 3.7.3; and (ii) contemporaneous with Houston's withdrawal of Authority
funds for the payment, Houston shall spend funds out of the Appropriation of
Houston Funds in an amount equal to Houston's pro-rata share of the Costs to be
paid for same, which shall be determined in accordance with the formula
applicable to Houston stated in Section 3.7.3.

3.11.2 For the pro-rata benefit of the Authority and Other Authorities, Houston's
Controller shall invest the funds on hand in the Authority Fund in the Authorized
Investments. All earnings and interest that are attributable to the Authority's
funds on deposit In the Authority Fund shall Inure to the benefit of the Authority.

3.11.3 The Project Director shall calculate the accrued interest and earnings in the
Authority Fund and distribute the remaining proceeds from such interest and
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earnings as part of the True-Up. Provided, however, if requested in writing by the
Representative, the Project Director shall reduce the size of subsequent draw(s)
from the Escrow Account by the amount of such interest and earnings.

3.12 TWDB Funding. The Project Parties shall endeavor to work In good faith to
file applications with the Texas Water Development Board ("TWDB") for financing
assistance for the Expansion Project on terms acceptable to each Project Party ("TWDB
Expansion Funding").

3.12.1 The Director and the Authority's Board President shall be authorized to sign an
amendment to this Second Supplement for the specific and limited purpose of
accommodating TWDB Expansion Funding, without further approval from the
governing bodies.

3.12.2 Nothing in this Second Supplement shall be construed to limit the Authority's
right or Houston's right to independently seek TWDB funding for projects other
than the Expansion Project.

3.12.3 No Project Party shall request funding for any portion of the Expansion Project
from any TWDB funding program that would impose more stringent
requirements on the Expansion Project than the requirements applicable to the
State Water Implementation Fund, without first obtaining a Consensus Vote in
favor of such requested funding. In connection with, and prior to, such Consensus
Vote, the requesting Project Party shall provide each of the Project Parties with
the draft funding application to be submitted to the TWDB.

3.13 Cost Recovery Amounts. Cost Recovery Amounts shall Include a portion of the salary
and associated benefits for each of Houston's employees who track their hours Worked on
Houston's construction projects (each a "Direct Employee"), plus a portion of the costs in
Houston's Fund 1001 that are not associated with salaries and benefits for Direct Employees
("Overhead"), both of which shall be calculated in the manner described below.

3.13.1 Cost Recovery Amounts for Direct Employees shall be determined by multiplying
(i) the cost to Houston of the salary and benefits of each Direct Employee,
expressed as an hourly rate, by (ii) the hours each Direct Employee recorded as
spent working on the Expansion Project.

3.13.2 The Cost Recovery Amounts for Overhead shall be calculated by multiplying (i)
the percentage that Cost Recovery Amounts for Direct Employees (calculated
pursuant to 3.13.1) bears to Houston's total cost of salaries and benefits for all
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Direct Employees (the "Overhead Factor"), by (ii) the costs in Houston's Fund
1001 that are not associated with the salary and benefits for Direct Employees.

3.14 Oversized Facilities Determination & Administration. Prior to commencement of final
design of the Oversized Facilities, the Project Director shall (a) reasonably determine the
amount (In MGD) of the Oversized Facilities Design Capacity; and (b) obtain from the
Contractor: (i) an estimate of the dollar amount of the cost to design and construct the Oversized
Facilities to produce 320 MGD of treated water ("Estimated Non-Oversized Price"), and (ii) an
estimate of the dollar amount of the cost to design and construct the Oversized Facilities to
produce the Oversized Facilities Design Capacity and/or to meet Houston's seasonal demands
for peaking ("Estimated Oversized Price").

3.14.1 Within 5 days of the Project Director receiving the Estimated Non-Oversized
Price and the Estimated Oversized Price, the Project Director shall (i) post the
Estimated Non-Oversized Price and the Estimated Oversized Price, and all
related documents, including the technical specifications and estimated price
for all Work Items on the Work Management System, and (ii) concurrently
provide an email (or other written notice) to the Representative of such posting.

3.14.2 The Project Director shall present the Estimated Non-Oversized Price and the
Estimated Oversized Price as Consensus Items in accordance with Section 6.3.
The Project Director shall include in such presentation the technical
specifications and estimated price of all Work Items that are included In the
Oversized Facilities in both the Estimated Non-Oversized Price and the
Estimated Oversized Price.

3.14.3 Houston may choose to construct the Oversized Facilities to produce the
Oversized Facilities Design Capacity and/or to meet Houston's seasonal
demands for peaking only if (a) the Estimated Non-Oversized Price and
Estimated Oversized Price are approved by Consensus Vote: and (b) the Project
Director revises the Cash Call Formula as provided in Section 3.7.4.

3.14.4 If Houston chooses to design and construct the Oversized Facilities to provide
the Oversized Facilities Design Capacity and/or to meet Houston's seasonal
demands for peaking, then the Project Director shall also be required, as part of
the applicable presentation for the Costs to be included in a Contract Price for
such Work Items, to adjust the Estimated Non-Oversized Price for each Work
Item ("Contract Non-Oversized Price") by multiplying (a) the Estimated Non-
Oversized Price of the Work Item by (b) the quotient of the Contract Oversized
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Price (numerator) and the Estimated Oversized Price (denominator) of the same
Work Item.

3.14.5 If Houston has constructed the Oversized Facilities to provide the Oversized
Facilities Design Capacity and/or to meet Houston's seasonal demands for
peaking, then the Project Director will update the Budget to reflect all actual
and final Costs for each Work Item included In a Contract Oversized Price
("Final Oversized Price"). Subject to True-Up, the Project Director shall also
update the Budget to show an adjustment to the Contract Non-Oversized Price
("Final Non-Oversized Price"), which is the result of multiplying (a) the
Contract Non-Oversized Price of the Work Item by (b) the quotient of the Final
Oversized Price (numerator) and the Contract Oversized Price (denominator) of
the same Work Item. If the Contract Non-Oversized Price exceeds the Final
Non-Oversized Price, then as documented in an Annual Financial Report, the
excess shall be deemed surplus for purposes of Section 3.7.5. The Final
Oversized Price and the Final Non-Oversized Price are subject to True-Up
under Article VIII.

3.15 Oversized Facilities Options & Reservations. This Section 3.15 shall be applicable
only if Houston chooses to design and construct the Oversized Facilities to produce the
Oversized Facilities Design Capacity. After the last Phase AUP Report is prepared pursuant to
Article VIII, and at any time prior to December 31, 2045, the Authority shall have the
unrestricted right to an Oversized Facilities Reservation up to the Authority's Oversized
Facilities Option. Houston shall be obligated to approve such Oversized Facilities
Reservation within 60 days of receipt of (a) the Authority's request for the Oversized
Facilities Reservation; and (b) the cost due from the Authority for the Oversized Facilities
Contribution, in accordance with the formula below (instead of the cost-sharing formula for
Treated Water Facilities Capital Contribution set forth in Section 3.03 of the Contract).

3.15.1 Within 60 days after receiving a request from the Authority for a calculation of
the cost that may be due under the formula below ("Oversized Facilities
Contribution"), Houston shall provide such calculation to the Authority.

[(Oversizing Costs as reflected in the Final Accounting + Houston's related
borrowing costs)/Oversized Facilities Design Capacity in MGD] * the
Authority's Oversized Facilities Reservation in MGD. In the formula above,
the phrase "Houston's related borrowing costs" shall mean the portion of
Houston's actual interest and issuance costs then-incurred by Houston on its
bonds and other financial instruments to the extent they are attributable to the
Oversizing Costs, after taking into account any actual savings from any
refundings or defeasances of such bonds or other financial instruments.
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For each issue of Houston's bonds and other financial Instruments described
above, Houston shall include in the Final Accounting: (1) the name and
principal amount issued, (ii) a summary of costs of the projects financed.
Including Issuance costs, (iii) the calculation of "Houston's related borrowing
costs" (as of the Final Accounting) as described in the preceding paragraph,
and (iv) a debt service schedule showing all interest and principal payments due
from Houston. At the time of calculation of any payment pursuant to the
formula in the preceding paragraph, the items listed in the preceding sentence
will be updated to take into account any actual savings from any refundings or
defeasances of such bonds or other financial instruments.

3.15.2 If the Authority has not requested an Oversized Facilities Reservation in
amounts up to its Oversized Facilities Option, then starting on December 31,
2045 and continuing through the term of this Second Supplement, Houston
shall not sell, use. or transfer capacity in the amount remaining in the
Authority's Oversized Facilities Option such that the Authority would be
unable to obtain its remaining Oversized Facility Option unless Houston first
provides the Authority with written notice of same and a 90 day opportunity to
make an Oversized Facilities Reservation for an amount up to the Authority's
remaining Oversized Facilities Option. Houston shall be obligated to approve
such Oversized Facilities Reservation within 60 days of receipt of (a) the
Authority's request for the Oversized Facilities Reservation; and (b) the cost
due from the Authority's Oversized Facilities Contribution.

3.15.3 After the last Phase AUP Report is prepared pursuant to Article VIII, and at
any time prior to December 31, 2045, the Authority shall have the unrestricted
right to increase its Untreated Water Facilities Demand Allocation by an
amount up to its Oversized Facilities Option, by submitting a request for a
Reservation to Houston for such increase. Houston shall be obligated to
approve such Reservation within 60 days of receipt of the Authority's request.
Thereafter, the Authority shall hereby be obligated to make all payments for
such increase In Untreated Water Facilities Demand Allocation in accordance
with the due dates and calculations set forth in the provisions of the Contract.
Within 60 days after receiving a request from the Authority for a calculation of
the payments due for an increase in Untreated Water Facilities Demand
Allocation, Houston shall provide such calculation to the Authority. The
Authority may only obtain an Untreated Water Facilities Demand Allocation
under this paragraph in an amount of MGD that does not exceed the Oversized
Facilities Reservation that it previously or concurrently obtained: provided,

00179427 3 23 of 45



however, this sentence shall not be construed to limit the Authority's right to
increase its Untreated Water Facilities Demand Allocation under the terms of the
Contract.

3.15.4 If, prior to December 31, 2045, the Authority has not increased its Untreated
Water Facilities Demand Allocation by the entire Oversized Facilities Option,
then starting on December 31, 2045 and continuing through the term of this
Second Supplement. Houston shall not sell, use, or transfer untreated water
such that the Authority would be unable to obtain its remaining Oversized
Facilities Option unless Houston first provides the Authority with written
notice of same and a 90 day opportunity to make a request for a Reservation for
such Increase. Houston shall be obligated to approve such Reservation within
60 days of receipt of the Authority's request. Thereafter, the Authority shall
hereby be obligated to make all payments for such increase in Untreated Water
Facilities Demand Allocation in accordance with the due dates and calculations
set forth in the provisions of the Contract.

3.15.5 After completion of the Expansion Project, the Authority may utilize any
portion of its Oversized Facilities Reservation (for which It has paid its
Oversized Facilities Contribution) at such time as the Authority Increases (by an
equal amount of MGD) its Untreated Water Facilities Demand Allocation and
Treated Water Facilities Demand Allocation in the NEWPP (but no additional
payment will be required for Oversized Facilities).

3.15.6 Any Project Party may in whole or in part assign, in the same manner as
provided in Section 3.2.2 for Expansion Project Reservations, the Oversized
Facilities Reservation and any Reservation that increases its Untreated Water
Facilities Demand Allocation under this Section 3.15.

ARTICLE IV

WORK& SCHEDULE

Section 4.1 Control of the Work. Houston, through the Project Director, shall manage
the Work, including design, acquisition of the Expansion Project Property, and
construction of the Expansion Project, in accordance with the Budget, Schedule,* applicable
laws and regulations, and this Second Supplement. Subject to the terms of this Second
Supplement, Houston shall control and supervise the detailed manner or method of execution of
all Work items and be responsible for the management and compensation of all personnel
performing the Work. Houston's control of the Work and the Representative's involvement in
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the Work described under this Second Supplement shall not change the nature of the relationship
established in contracts between Houston and the Contractor or Consultants.

Section 4.2 The Schedule. The Project Director shall cause the prompt: (i) preparation and
maintenance of an accurate Schedule and posting of same on the Work Management System,
and (ii) concurrent provision of an email (or other written notice) to the Representative
notifying the Representative when an updated Schedule has been posted to the Work
Management System.

Section 4.3 Bonds, Indemnity, and Insurance. In order to meet applicable legal requirements
and protect the Parties from reasonably foreseeable risks associated with the Work, Houston
shall require: (i) any Contractor to provide adequate insurance coverage and payment and
performance bonds, and (ii) any Consultant providing engineering services (and any other
Consultant as reasonably determined by Houston) to provide adequate insurance coverage.
Houston shall require any written contract with a Contractor and each Consultant engaged by
Houston after the Second Supplement Effective Date to name the Authority: (a) as an additional
Insured (including waivers of subrogation by insurance carriers) to the extent permitted by law
and to the extent that such Contractor or Consultant provides same in favor of Houston, and (b)
as a party included under Indemnity, hold harmless, release, and defense provisions to the extent
permitted by law and to the extent that such Contractor or Consultant provides same in favor of
Houston. With respect to Consultants providing Engineering Services contracted with Houston
prior to the Second Supplement Effective Date. Houston shall accomplish the provisions of the
previous sentence no later than 30 days after the Second Supplement Effective Date. The Project
Director shall post copies of all such contracts and applicable insurance policies on the Work
Management System. The Project Director and the Representatives collectively may agree to
revisions to this paragraph.

4.3.1 The Project Director shall reasonably determine whether to make a claim under
any first party insurance policy (such as a property insurance policy) or bond in
connection with the Expansion Project. If the Project Director makes such a
claim, the Project Director shall promptly distribute proceeds from the claim or
bond in proportion to the Authority's applicable Cost Share related to the subject
of the claim as follows: (i) to the Authority Fund for the benefit of the Authority,
or (ii) to the Authority if the Project Director reasonably determines.that such
proceeds are surplus. In the event a Party makes a claim on an insurance policy or
Houston makes a claim on a bond, such Party shall provide written notice to all
Project Parties.
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Section 4.4 Work Management System. To the fullest extent practicable, Houston shall cause
all Information and documents related to the Expansion Project to be accessible to the Expansion
Project Team and the Representative through the Work Management System.

4.4.1 In order to protect information and documents in the Work Management System,
the Project Director may require the Representative to agree to reasonable access
conditions and non-disclosure terms.

4.4.2 The Project Director and Representative may agree on additional or different
accessibility and contents of the Work Management System in order to facilitate
collaboration and timely completion of the Work.

4.4.3 The Authority does not by way of this Second Supplement acquire any title,
ownership interest, copyright or any other ownership right, to any information,
document, or intellectual property, of any kind, stored or visible on the Work
Management System. To the extent that any information, document, or
Intellectual property is not produced for the exclusive use of the Authority, the
Authority shall not claim ownership of any intellectual property, or other
ownership interest in the Work Management System, or related sendees,
information, documents, charts, diagrams, specifications, and other tangible or
intangible material of any nature whatsoever contained on the Work Management
System. All patents, copyrights, and other proprietary rights related to the Work
Management System and its components, shall be the sole and exclusive
property of Houston, Contractor or Consultant(s). However, the Authority
shall be entitled to use the Work Management System and all of Its contents in
order to achieve the purposes provided for in this Second Supplement.

ARTICLE V

PROJECT DELIVER. Y

Section 5.1 Procurement Generally. In accordance with this Second Supplement, Houston
shall develop all documents and forms, such as solicitations and contracts, for procurement of
all Work, Expansion Project Property, equipment, and materials necessary or desirable for
completion of the Expansion Project. The Project Director shall place such documents and
forms on the Work Management System prior to any public use of these documents.

Section 5.2 Selection of Contractor. In accordance with applicable law, Houston shall prepare
and publish the request for qualifications of the Contractor. After Houston receives statements
of qualifications from firms interested In submitting proposals for the Expansion Project,
Houston shall provide said statements to the Selection Reviewer if the Selection Reviewer has
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agreed In writing to reasonable non-disclosure terms provided by the Project Director. No firm
shall be qualified for final selection under Section 2269.359(c), Texas Government Code, unless
Houston and at least two of the Selection Reviewers of the following four governmental entities
agree in writing that such firm is qualified: Central Harris County Regional Water Authority,
North Fort Bend Water Authority, North Harris County Regional Water Authority, and West
Harris County Regional Water Authority.

5.2.1 Thereafter, Houston shall provide a draft of the request for proposals, including a
draft of the contract to be entered into between Houston and the Contractor, to the
public, including qualified firms and the Selection Reviewer, for comments.
After considering the comments provided and publishing to the public the
comments and how they were addressed, Houston shall, in accordance with
applicable law, publish the final request for proposals. The Project Director and
the Selection Reviewer of all Project Parties (other than Houston) may
collectively agree in writing to modifications of this paragraph.

5.2.2 In accordance with applicable law. Including Texas Government Code Chapter
2269. Subchapter H, Houston shall (i) decide the firm with which it will negotiate
a contract and provide notice to the Selection Reviewer of its decision; and (ii)
after successful negotiations between Houston and a firm and after receipt of a
Consensus Vote in favor of the final contract to be entered into between Houston
and the firm, enter into a contract with the firm. In connection with, and prior to.
such Consensus Vote. Houston shall provide the Selection Reviewer with the
technical proposal and cost proposal that such firm provided to Houston, subject
to the Selection Reviewer agreeing to reasonable non-disclosure terms provided
by the Project Director.

5.2.3 If the Representative does not meet the eligibility qualifications required of the
Selection Reviewer, as provided In Section 2.80, then the Selection Reviewer
shall (i) assume all of the Representative's responsibilities related to the
Consensus Vote described in Sections 5.2.2(ii) and 6.3(5), and (ii) provide
written notice of such assumption to the Project Parties prior to such
assumption occurring.

5.2.4 Pursuant to Section 2269.053, Texas Government Code, and only to the extent
of the terms and conditions of this Section 5.2 and Section 6.3, Houston hereby
delegates certain of Its authority under Texas Government Code Chapter 2269 to
the Selection Reviewers of the following four governmental entities: Central
Harris County Regional Water Authority. North Fort Bend Water Authority,
North Harris County Regional Water Authority, and West Harris County
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Regional Water Authority. Houston shall provide notice of this delegation as
required by Section 2269.053(b), Texas Government Code.

Section 5.3 Design. After entering into a contract with the Contractor, the Project Director
shall cause the Contractor to promptly proceed with the design of the Expansion Project.

Section 5.4 Expansion Project Property. This Section shall not be effective unless the Project
Director (i) reasonably determines that rights of way and other interests in real property adjacent
to or in the immediate vicinity of the existing NEWPP site are necessary for the Expansion
Project ("Expansion Project Property"), and (ii) provides written notice to the Representative of
the Expansion Project Property to be acquired. In accordance with the Schedule and Consensus
Process, Houston shall acquire the Expansion Project Property for a Contract Price. The Project
Director shall reasonably determine the method and form that Houston uses to acquire the
Expansion Project Property and may hire Consultants to acquire or assist in acquisition of the
Expansion Project Property on Houston's behalf. Payments made by the Authority pursuant to
this Second Supplement do not give the Authority an ownership interest in the Expansion Project
Property.

Section 5.5 Engineering and Construction Contract Price. In accordance with the
Schedule, Consensus Process, and other terms of this Second Supplement, the Project
Director shall negotiate, on behalf of the Project Parties, Contract Prices for the Work
associated with the Engineering Costs and Construction Costs.

Section 5.6 Construction. After obtaining the necessary design for the applicable portion of
the Expansion Project, necessary permits and approvals, and a Contract Price for all or part of the
Work, Houston shall cause the performance of the Work related to such Contract Price in
accordance with the terms of this Second Supplement.

Section 5.7 Contractor Schedule. Houston shall include in the final request for proposals and
in any contract with the Contractor a requirement that the Contractor achieve substantial
completion of Phase 1 no later than August 31, 2021 and Phase 2 no later than June 30, 2024,
subject to Houston's customary terms and provisions within such contracts regarding extension
of time. The Project Director and the Representatives may collectively agree in writing to
modifications of this paragraph.

Section 5.8 Dispute Arising from the Work. In the event that Houston is In a dispute with the
Contractor or Consultants regarding the Work that results in settlement, litigation or other formal
or informal dispute resolution, then the reasonable costs of same (including, without limitation,
legal fees, court costs, expert witness fees, filing fees, and judgment payments or settlement
payments paid to the Contractor or Consultants) shall be treated as a Cost such that each Project
Party will be responsible for its applicable Cost Share related to the subject of the payment.
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5.8.1 Any settlement agreenient related to such a dispute shall be treated as a Consensus Item
subject to the Consensus Process, and the settlement agreement shall also be subject to
approval by Houston's City Council If required by law. Any judgment payments or
settlement payments received by Houston shall inure to the benefit of the Project
Parties in proportion to each Project Party's applicable Cost Share related to the subject
of the payment.

5.8.2 Notwithstanding any provision of this Second Supplement and to the fullest extent
permitted by law, including Houston's Charter and Code of Ordinances (to the extent
the Ordinances are not inconsistent with this Second Supplement), any Project Parties
that collectively comprise more than 63% of the Multi-Phase Cost Shares, as provided
in the Participation Table, shall have the right by written instrument delivered to
Houston, to direct the method and manner of conducting all proceedings related to such
litigation or other dispute resolution or for any remedy available to Houston under the
contracts with the Contractor or Consultants; provided, however, that such direction
shall not be contrary to law or the provisions of this Second Supplement.

Section 5.9 Miscellaneous Services, As part of a Contract Price, Houston may engage various
Consultants to provide miscellaneous Work.

ARTICLE VI

CONSENSUS PROCESS

Section 6.1 Consensus Process. Notwithstanding any other provision of this Second
Supplement, the Project Parties shall use and be bound to the process provided in Sections 6.2
through 6.6 below for Work-related items and issues that may arise during the Expansion Project
under Article III through VI of this Second Supplement ("Consensus Process"). The Project
Parties shall endeavor to work in good faith to attempt to resolve issues without resorting to the
process described in Section 6.4.

Section 6.2 Weighted Vote; Consensus Vote. The Project Director, Representative, and the
Other Representatives shall each have a vote on a Consensus Item or a Representatives' Issue, as
such terms are defined below, weighted equal to the respective Project Party's Multi-Phase Cost
Share provided in the Participation Table ("Weighted Vote"). Any total Weighted Vote of the
Project Parties that exceeds 63% in favor of a particular option voted upon ("Consensus Vote")
shall be binding on all Project Parties to the fullest extent permitted by law.

Section 6.3 Consensus Items. At any time during the Expansion Project, a Consensus Vote
shall be required to approve the following items (each, a "Consensus Item"): (1) the Costs that
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Houston proposes to include in the Contract Price(s), plus any related contingency costs: (2) the
Estimated Non-Oversized Price, Contract Non-Oversized Price, Estimated Oversized Price and
Contract Oversized Price: (3) any change(s) to the contract with a Contractor that change either
date reflected in Section 5.7 by more than 60 cumulative days; (4) any emergency purchase order
under Section 6.6; and (5) the final contract to be entered into between Houston and the firm
described in Section 5.2.2(ii).

6.3.1 The Project Director shall present Consensus Items to the Representative and the
Other Representatives via the Work Management System (the "Presentation");
provided, however, the Presentation for an emergency purchase order under
Section 6.6 shall also be provided directly to the Representative. The Presentation
shall provide the Representative with: (i) a technical overview, cost breakdown,
action required by the Project Parties, and the alternatives considered for the
Consensus Item, as applicable, and (ii) for Consensus Items involving Contract
Price(s), an updated Budget.

6.3.2 The Representative shall provide to the Project Director in writing the official
vote on behalf of the Authority within seven (7) business days of the date the
Presentation is posted to the Work Management System (or, for any emergency
purchase order under Section 6.6, within two (2) business days of the date the
Presentation is posted to the Work Management System), otherwise the Authority
shall be deemed to have voted in favor of the Consensus Item. (For purposes of
the preceding sentence, "the date the Presentation is posted to the Work
Management System" shall be the later of: (i) the date the Presentation is placed
on the Work Management System, or (ii) the date an email (or other written
notice) is received by the Representative from the Project Director notifying the
Representative that the Presentation has been placed on the Work Management
System.) The Representative shall include with any vote against a Consensus
Item a brief summary of the reasons the Authority does not support the Consensus
Item. If the vote fails to result in a Consensus Vote in favor of the Consensus
Item, then the Consensus Item is not approved. Provided, however, if the failed
vote relates to Costs that Houston proposed to include in a Contract Price (or
relates to Estimated Non-Oversized Price, Contract Non-Oversized Price,
Estimated Oversized Price, or Contract Oversized Price), then the Project Director
shall continue thereafter, with all due haste, to provide the Project Parties with
modified proposal(s) regarding such items in order to attempt to obtain a
Consensus Vote. Absent a written statement to the contrary by the Project
Director provided to the Representatives prior to the vote, the Project Director is
deemed to cast Houston's vote in favor of the Consensus Item.
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Section 6.4 Representatives' Issues. At any time during the Expansion Project, two or more
Representatives may submit a written request to the Project Director with a copy to the Project
Parties to require additional discussion of an issue concerning Representation, or design,
construction, progress, or manner of execution of the Expansion Project ("Representatives'
Issue(s)") if: (1) The requesting Representatives have previously notified the Project Director of
the issue and a proposed solution or alternative course of action (collectively, "Proposed
Solution(s)"); and (2) The written request includes a summary of the Representatives' Issue and
the Proposed Solution, and is sent not later than five (5) business days after a decision by the
Project Director on the subject matter of the Representatives' Issue is posted to the Work
Management System. (Item (2) of the preceding sentence shall not be construed to preclude a
Representative Issue from being sent prior to the decision being posted to the Work Management
System.)

6.4.1 Within five (5) business days of receiving written notice of the Representatives'
Issue, the Project Director shall convene a meeting ("Authority Meeting") with
the Representative and the Other Representatives to discuss the Representatives'
Issue and the Proposed Solution unless the Representatives' Issue is withdrawn in
writing prior to the Authority Meeting.

6.4.2 If by 11:59 p.m. on the day of the Authority Meeting, any Representative requests
a Weighted Vote regarding the Proposed Solution, then the Project Director, the
Representative, and the Other Representatives shall provide to the Project Parties
in writing the official vote on behalf of each respective Project Party within five
(5) business days of the Authority Meeting. If the Representative fails to cast its
vote timely, the Representative shall be deemed to have voted the same way as
the Project Director. If the Proposed Solution receives a Consensus Vote, then
such vote shall be binding on the Project Parties to the fullest extent permitted by
law. As set forth in Section 6.5 below, no Consensus Vote shall occur on Exempt
Items, but Exempt Items may become Representatives' Issues and may be the
subject of an Authority Meeting, as set forth in this Section.

6.4.3 If a vote on the Proposed Solution fails to result in a Consensus Vote in favor of
the Proposed Solution, one or more Representative(s) comprising at least 20% of
the Weighted Vote may appeal to the Director by sending written notice of appeal
to the Project Parties and the Director within 3 business days of such vote. Within
5 business days of receiving notice of an appeal, the Director may choose to
change the vote cast on behalf of Houston. If the Director chooses to change
Houston's vote, and such change results in a Consensus Vote in favor of the
Proposed Solution, then that Consensus Vote shall be binding on the Project
Parties to the fullest extent permitted by law. If (i) a notice of appeal is not sent,
(ii) the Director does not change Houston's vote within 5 business days, or (iii)
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any such change does not result in a Consensus Vote, then the decision by the
Project Director on the subject matter of the Representatives' Issue (referred to in
Section 6.4) shall be binding on the Project Parties to the fullest extent permitted
by law.

6.4.4 The process set forth in this Section 6.4 is not intended to cause an amendment to
the express provisions of this Second Supplement without a written instrument
being executed by the governing bodies of Houston and the Authority pursuant to
Section 10.4; provided, however, such process is intended to cause
implementation of any Proposed Solutions that receive Consensus Vote.

Section 6.5 Exempt Items. The Project Parties agree that any items shall not be subject to a
Consensus Vote if the Director, in his or her reasonable discretion, determines the items are
necessary to comply with any applicable regulatory requirements related to workplace safety,
public safety, operations, or regulatory compliance, including environmental compliance,
related to the Expansion Project or the existing NEWPP (collectively, the "Exempt Item(s)").
If the Director determines, in his or her reasonable discretion, that a matter constitutes an
Exempt Item, then the Director shall (i) provide the Authority with written notice of such
determination, and (ii) in good faith consider any comments or input provided by the
Authority related to the Exempt Item(s).

Section 6.6 Emergency Purchase Order. The Project Director may reasonably determine
that a Houston emergency purchase order is necessary for the continuation of the Expansion
Project if (i) due to an emergency, (a) the Project Director reasonably determines that immediate
Work is needed to prevent unanticipated damage to the property that comprises the Expansion
Project (as opposed to property that comprises the existing NEWPP) and (b) the requirements for
emergency purchase orders under State law and Houston's written manuals and procedures are
met, and (ii) Appropriated Houston Funds do not have adequate contingency funds available to
pay for the immediate Work. In that event, the Project Director shall provide the Representative,
as soon as practicable, with written notice (i) including a copy of the emergency purchase order
and a description of the emergency and damage to be prevented, and (ii) an estimate of the
portion of funds from the emergency purchase order directly benefiting the Expansion Project
and the Authority's pro-rata share, based on the Authority's applicable Cost Share, of such
estimate. If the emergency purchase order is an Exempt Item or receives a Consensus Vote, then
the Authority shall pay Houston its applicable Cost Share of the emergency purchase order
within 60 days of receiving an invoice for same from Houston.
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ARTICLE VII

NON-PAYMENT

Section 7.1. Non-Payment Default Generally. The Project Director shall promptly provide
written notice (such as email or other written notice) to all Project Parties of any Non-
Payment Default by the Authority or Houston.

Section 7.2. Authority's Non-Payment Default. If it is the Authority that is in Non-Payment
Default, then, beginning on the 16th and ending on the 45th day after the date the Authority
receives written notice of the Authority's Non-Payment Default from the Project Director,
Houston shall have the remedies set forth in this Section 7.2. If the Authority cures the Non-
Payment Default prior to the 16th day described In the preceding sentence, then the remedies
set forth in this Section 7,2 shall not apply.

7.2.1 Houston may assume some or all of the portion (in MGD) of the Expansion
Project Reservation for which the Authority has not already provided Cash or
provided and maintained Cash Equivalent ("Unpaid Reservation"). Any such
assumption by Houston shall be accomplished by Houston providing written
notice to all Project Parties that Houston has assumed all of the Authority's
outstanding and future rights and obligations in and to the Unpaid Reservation.
Thereafter, Houston may retain or sell all or a portion of the Unpaid
Reservation;

7.2.2 Houston may modify the Expansion Project to reduce the capacity of the
Expansion Project to eliminate some or all of the Unpaid Reservation. The
additional Costs resulting therefrom that are incurred by the other Project
Parties, including, without limitation. Engineering Costs for re-design Work,
(collectively "Downsizing Costs") shall be due from the Authority, as
described below. Any Project Party not then in Non-Payment Default may
demand payment of the Downsizing Costs, which payment shall be made
within 90 days thereafter by the Authority, pro-rata, to the other Project
Parties;

7.2.3 Houston may assign some or all of the Unpaid Reservation to one or more of
the Other Authorities in accordance with Section 3.2.2 if the one or more Other
Authority(ies) to whom it is assigned agree, in writing, to the assignment; and

7.2.4 Houston may refuse any requests for Reservations from the Authority received
by Houston prior to December 31, 2025.
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Section 7.3. Remaining Unpaid Reservation. In the event some portion of Unpaid
Reservation is remaining after Houston exercises its options pursuant to Section 7.2, or if the
45-day period described in Section 7.2 expires and any portion of the Unpaid Reservation is
still remaining, then the Authority that Is in Non-Payment Default shall be deemed to have
assigned to the Project Parties that are not then in Non-Payment Default (and such Project
Parties are deemed to have assumed), pro-rata, the outstanding and future rights and
obligations in and to the Unpaid Reservation.

Section 7.4. Houston's Non-Payment Default. If it is Houston that is in Non-Payment
Default, then the Authority shall have the remedies set forth in this Section 7.4, beginning on
the 16lh and ending on the 45th day after the earlier of: (i) the date the Authority receives
written notice of Houston's Non-Payment Default from the Project Director, or (Ii) the date
Houston receives written notice of Houston's Non-Payment Default from the Authority. If the
Authority provides notice to Houston pursuant to the preceding sentence, the Authority,
contemporaneous with its sending such notice to Houston, shall provide a copy of same to the
other Project Parties. If Houston cures the Non-Payment Default prior to the 16th day
described in the first sentence of this paragraph, then the remedies set forth In this Section 7.4
shall not apply.

7.4.1 Pursuant to Section 7.4. the Authority and the Other Authorities (if they are not
then in Non-Payment Default) may agree among themselves to assume all of
the portion (in MGD) of Houston's capacity in the Expansion Project for which
Houston has not already Appropriated Houston Funds ("Unpaid Capacity").
Any such assumption by the Authority and such Other Authorities shall be
accomplished by the Authority and such Other Authorities providing written
notice to all Project Parties that they have assumed all of Houston's outstanding
and future rights and obligations in and to the Unpaid Capacity.

7.4.2 In the event the 45-day period described in this Section 7.4 expires and any
portion of the Unpaid Capacity is still remaining, then Houston shall be deemed
to have assigned to the Project Parties (other than Houston) that are not then in
Non-Payment Default (and such Project Parties are deemed to have assumed),
pro-rata, the outstanding and future rights and obligations In and to the Unpaid
Capacity.

7.4.3 In the event of Houston's Non-Payment Default, Houston shall continue with its
obligations under this Second Supplement to complete the Expansion Project.

Section 7.5. Late Interest. For the first 45 days following the date a Party enters into Non-
Payment Default or following the date that a Party is delinquent in paying Downsizing Costs
pursuant to Section 7.2.2, late interest shall accrue on the delinquent amount at an interest
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rate equal to (i) one percent, plus (ii) the prime rate as published in the Wall Street Journal
on the first business day of July of the preceding calendar year. Any Project Party not then
in Non-Payment Default may demand payment of such late interest, which payment shall be
made within 60 days thereafter by the Party in Non-Payment Default, pro-rata, to the other
Project Parties. Thereafter, any interest shall accrue as may be required by law.

Section 7.6. Preservation of Remedies. Exercise of the options and remedies set forth in this
Article VII does not waive any other remedies (including, without limitation, remedies for
damages) that may be available at law or in equity against the Project Party that is in Non-
Payment Default.

Section 7.7. Modification of Time Periods. The Project Director, the Authority, and the
Other Authorities may collectively agree in writing to modify any of the time-periods set forth
In this Article VII.

Section 7.8. Agreement Not Required if in Non-Payment Default. Certain provisions of this
Second Supplement allow for revisions to this Second Supplement if the Project Director, the
Authority, and the Other Authorities (or the Project Director and the Representatives)
collectively agree in writing. In the event a Project Party is then in Non-Payment Default,
agreement from such Project Party shall not be required for the other Project Parties to be able
revise the Second Supplement as described in the preceding sentence.

ARTICLE VIII

ACCOUNTING & FINAL STATEMENT

Section 8.1. Payment for Work. As the Project Director receives Invoices for the Work and
Acquisition Costs, the.Project Director shall review and approve or disapprove such Invoices and
shall pay for same as provided herein. The Project Director shall post this payment information
and the other documents described in this Article to the Work Management System.

Section 8.2. Annual Financial Report: Each year until the Final Accounting and by no later
than October 1 of each year, the Project Director shall post to the Work Management System an
interim, unaudited financial report ("Annual Financial Report") of the (i) funds credited to and
debited from the Escrow Account, (ii) sources and uses of funds credited to and debited from
(and the dates of such credits and debits) the Authority Fund, (iii) the amount(s) of funds paid
(and date(s) paid) by Houston out of the Appropriation of Houston Funds, (iv) earnings and
interest accrued in the Authority Fund for the benefit of the Authority and Other Authorities, (v)
the Cost Recovery Amounts and calculation thereof, and (vi) for the initial Annual Financial
Report, the Costs incurred by Houston prior to December 1. 2014. In accordance with
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Section 3.4. The reporting period for Annual Financial Reports shall include all transactions
from July 1 of the previous calendar year through June 30 of the current year.

Section 8.3. Phase Financial Report. Within 90 days of completion of the Work for any
Phase, the Multi-Phase Work, or the Oversized Facilities, the Project Director shall post to the
Work Management System a final, unaudited financial report of all Costs for that Phase, Multi-
Phase Work, or Oversized Facilities ("Phase Financial Report"). The Phase Financial Report
shall provide the same type of information and formatting as the Annual Financial Report and
shall identify the remaining Cash and Cash Equivalent in the Escrow Account and the Cash in
the Authority Fund and anticipated refunds and shortfalls, based upon the most-current Budget
and Participation Table.

Section 8.4. Semi-Annual Cost Recovery Amounts Report. Semi-Annually, Houston shall
provide to the Authority a report showing all Cost Recovery Amounts Houston charged to the
Expansion Project during the period from January 1st to June 30th and from July 1st to
December 31st of each year. Reports for the period ending December 31st shall be due by the
following February 28th and reports for the period ending on June 30th shall be due by August
31st. Notwithstanding the foregoing, the first report shall cover the period from December 1,
2014 to June 30, 2015 and be due by August 31, 2015.

Each report shall include for the applicable period: (i) for each Direct Employee
recording hours worked on the Expansion Project (a) the total cost to Houston for the
employee's salary and associated benefits, expressed as an annual amount and as an hourly rate,
(b) the total hours worked, and (c) the totals hours worked on the Expansion Project: (ii) the
total of all amounts determined pursuant to (i); (iii) the total costs of salaries and associated
benefits for all Direct Employees, whether each employee recorded hours worked on the
Expansion Project or not; (iv) the Overhead Factor; (v) an itemized list and backup for all costs
included as Overhead; (vi) the total Cost Recovery Amount.

Section 8.5. Review and Comment. The Representative shall have the opportunity to review
and comment on Annual Financial Reports, Phase Financial Reports, Final Accounting, and the
True-Up Statement within 30 days of the later of: (i) the date the applicable document is posted
to the Work Management System, or (ii) the date an email (or other written notice) is received by
the Representative from the Project Director notifying the Representative that the applicable
document has been posted to the Work Management System. The Project Director shall address
any of the Representative's comments within 30 days of receiving the comment(s). The Project
Director and Representative may agree in writing to a longer period for comments and to address
such comments.

Section 8.6. Agreed Upon Procedures. No later than the first anniversary of the Second
Supplement Effective Date, Project Parties that collectively comprise more than 63% of the

00179427 3 36 of 45



Multi-Phase Cost Shares, as provided in the Participation Table, shall agree on standard
procedures and questions for AUP Reports. The cost incurred by Houston to obtain each AUP
Report shall be considered a Work Item shared by the Project Parties according to their
respective Cost Shares for Multi-Phase Work.

8.6.1 Within 90 days after the end of the time-period for the Representative to provide
comments to a Phase Financial Report under Section 8.5. the Project Director
shall cause an AUP Report to be prepared and posted on the Work Management
System ("Phase AUP Report"). A Phase AUP Report shall review, test, and
verify the associated Phase Financial Report.

8.6.2 The Representative shall have the opportunity to review the Phase AUP Report
and provide comments to the Project Director for 30 days following the later of:
(i) the date the Phase AUP is posted to the Work Management System, or (ii) the
date an email (or other written notice) is received by the Representative from the
Project Director notifying the Representative that the Phase AUP has been posted
to the Work Management System. The Project Director shall consider and
respond to said comments and may provide an addendum to the Phase AUP
Report.

Section 8.7. Final Accounting. The last Phase AUP Report shall include a final accounting
for all Phases, Multi-Phase Work, and Oversized Facilities ("Final Accounting") that includes:
(a) a list of all Costs paid from the Authority Fund and from Appropriations of Houston Funds;
(b) the cumulative amount of Cash withdrawn by Houston from the Escrow Account and from
escrow accounts created under the Other Second Supplements; (c) the earnings and interest
earned on the Authority's funds and the Other Authorities' funds in the Authority Fund; (d)
the amount of funds, if any, remaining in the Authority Fund after all Costs have been paid;
(e) the Authority's and the Other Authorities' pro-rata share shown as a percentage and dollar
amount, based on the applicable Cost Share, of any remaining funds described in (d) above;
(f) the amount of funds, if any, the Authority owes for the Work, Cost Recovery Amounts,
and Acquisition Costs based on its applicable Cost Share that was not already paid by the
Authority pursuant to this Second Supplement; and (g) the Costs incurred by Houston prior to
December 1, 2014, in accordance with Section 3.4. In accordance with this Second
Supplement, the Final Accounting shall state for each Project Party the amounts, if any. due
or owing to or from such Project Party for the items calculated using items (a) through (g)
above. The Final Accounting shall also include (i) the Oversizing Costs based on the Final
Oversized Price and the Final Non-Oversized Price of each applicable Work Item pursuant to
Section 3.14 and (ii) the items listed in the third paragraph of Section 3.15.1.
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Section 8.8. True-Up. Consistent with the Final Accounting, and within 60 days after the
Final Accounting has been posted to the Work Management System, the Project Director shall
prepare a True-Up Statement (the "True-Up Statement") reflecting the amount, if any, due to
or owed from the Authority pursuant to this Second Supplement, and shall post same on the
Work Management System. After the comment period provided for in Section 8.5, the Project
Director shall issue the Authority the True-Up Statement, including any revisions made by the
Project Director based on comments received. If the True-Up Statement provides that the
Authority owes Houston a payment, the Authority shall pay any such amount to Houston
within 180 days of the date the True-Up Statement is received by the Authority and the
Authority shall be in default If it fails to do so. If the True-Up Statement provides that
Houston owes the Authority a payment. Houston shall pay any such amount to the Authority
within 90 days of the date the True-Up Statement is issued and Houston shall be in default if
It fails to do so. Nothing in this Section prohibits a Party from challenging the calculation of
the Annual Financial Reports, Phase Financial Reports, Final Accounting, or the True-Up
Statement, as not being in compliance with this Second Supplement.

ARTICLE IX

TERM

Section 9.1 Term. Section 15 of the First Supplement is amended to read as follows:

"The Contract an4Jke^S^con^Sj|j2rilemgj^ shall expire at noon on January 1, 2080, At such
time as the Contract ajjjjjiejjgjiojpd Sjffifilejmgnt are no longer in force and effect, if requested
in writing by the Authority, Houston agrees to continue to provide water services to the
Authority upon the payment of reasonable rates and charges therefor which take Into account
the capital payments paid by the Authority to Houston pursuant to the Contract (and any
supplements. Including the Second Sugplement. or amendments thereto) and the Authority's
equitable interest described below. Upon the date that the Contract and the Second_Suojjlejnent
are no longer in force and effect, the Authority will own the right to use the capacity of the
Untreated Water Facilities and Treated Water Facilities proportionate to the amount of its Water
Demand Allocation as it existed immediately prior to such date. The Immediately preceding two
(2) sentences shall survive the expiration or termination of the Contract and the Second
Supplement."

The term "Contract" in the above paragraph, and throughout this Second Supplement, has the
meaning given In Section 2.19 of this Second Supplement.
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ARTICLE X

MISCELLANEOUS

Section 10.1 Time; Force Majeure. Time is of the essence with respect to performance of all
obligations set forth in this Second Supplement, The Force Majeure provisions of the Original
Contract apply to this Second Supplement; provided, however, Force Majeure does not excuse a
failure to timely satisfy Cash Call obligations.

Section 10.2 Sever ability. If any part of this Second Supplement is for any reason found to be
unenforceable, all other parts remain enforceable.

Section 10.3 Recitals. The recitals contained in Article I are true and correct, accurately
represent the understandings and intent of the parties, and are incorporated into this Second
Supplement by reference.

Section 10.4 Written Amendment. Unless otherwise specified elsewhere in this Second
Supplement, this Second Supplement may be amended only by written instrument executed by
the governing bodies of Houston and the Authority and, if the amendment is to a provision in
Article III through VIII, then the written consent of all Project Parties shall be required.

Section 10.5 Applicable Laws. This Second Supplement Is subject to the laws of the State of
Texas, the Houston's Charter and Ordinances (to the extent the Ordinances are not inconsistent
with this Second Supplement), the laws of the federal government of the United States, and all
rules and regulations of any regulatory body or officer having jurisdiction. Venue for any
litigation relating to this Second Supplement is Harris County. Texas.

Section 10.6 Notices. All notices required or permitted by this Second Supplement must be In
writing and are deemed delivered on the earlier of the date actually received or the third day
following: (a) deposit in a United State Postal Service post office or receptacle: (b) with proper
postage (certified mail, return receipt requested); and (c) addressed to the other party at the
address provided in the Original Contract.

Section 10.7 Captions. Captions contained in this Second Supplement are for reference only,
and therefore, have no effect in construing this Second Supplement. The captions are not
restrictive of the subject matter of any section in this Second Supplement.

Section 10.8 Non-Waiver. If any Party fails to require another Party to perform a term of this
Second Supplement, that failure does not prevent the Party from later enforcing that term and all
other temis. If any Party waives another Party's breach of a term, that waiver does not waive a
later breach of this Second Supplement.
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Section 10.9 Enforcement. The City Attorney, or his or her designee, may enforce all of
Houston's legal rights and obligations under this Second Supplement without further
authorization.

Section 10.10 Ambiguities. If any term of this Second Supplement is ambiguous, it shall not be
construed for or against any Party on the basis that the Party did or did not write it.

SectionlO.il Remedies Cumulative. Unless otherwise specified elsewhere in this Second
Supplement, the rights and remedies contained in this Second Supplement are not exclusive, but
are cumulative of all rights and remedies that exist now or in the future at law or in equity
(including, without limitation, specific performance, mandamus, and injunctive relief). No Party
may terminate its duties under this Second Supplement except as may be specifically provided
for in this Second Supplement.

Section 10.12 Third Party Beneficiaries. The terms of this Second Supplement will be binding
upon, and inure to the benefit of, the Parties hereto and their permitted successors and assigns.
The Parties hereby expressly acknowledge and stipulate their intent that each of the Project
Parties not included within the definition of the Parties shall be a third party beneficiary of this
Second Supplement, and shall have the right and legal standing to enforce the respective
obligations of the Parties hereunder to the full extent allowed at law or in equity; provided,
however, that in no event shall the Project Parties have the right to bring suit for money damages
against any Party to this Second Supplement in any case or cause of action in which a direct
Party to this Second Supplement would have no right to bring suit for money damages under the
terms of this Second Supplement. Except as described in the preceding sentence, this Second
Supplement shall be for the sole and exclusive benefit of the Parties and shall not be construed to
confer any rights upon any third party.

Section 10.13 Waiver of Immunity. The Project Parties expressly acknowledge and agree that
this Second Supplement constitutes a contract by which each Project Party is providing goods
and/or services to all other Project Parties and that this Second Supplement is subject to the
provisions of Subchapter 1, Chapter 271, of the Texas Local Government Code.

Section 10.14 Reserved.

Section 10.15 Assignability. Unless otherwise specified elsewhere in this Second Supplement,
this Second Supplement shall not be assignable by either Party without the prior written consent
of the other Project Parties.

Section 10.16 Additional Information. The provisions of this Section shall terminate 180
days after the Authority receives a True-Up Statement calculated pursuant to Section 8.8. The
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Authority shall provide the Project Director with the following documents no later than the time
the Authority submits such documents to the Municipal Securities Rulemaking Board ("MSRB")
via the Electronic Municipal Market Access system established by the MSRB: (i) the
Authority's annual audited financial statements, and (ii) notice of these specified events with
respect to outstanding Authority bonds:

A. Principal and interest payment delinquencies;
B. Non-payment related defaults, if Material;
C. Unscheduled draws on debt service reserves reflecting financial

difficulties;
D. Unscheduled draws on credit enhancements reflecting financial

difficulties;
E. Substitution of credit or liquidity providers, or their failure to perform;
F. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed

or final determinations of taxability. Notices of Proposed Issue (IRS Form 5701-
TEB) or other material notices or determinations with respect to the tax-exempt
status of the Authority's outstanding bonds, or other Material events affecting the
tax-exempt status of the Authority's outstanding bonds;

G. Modifications to rights of holders of the Authority's outstanding bonds, if
Material;

H, Release, substitution, or sale of property securing repayment of the Authority's
outstanding bonds, if Material;

I. Rating downgrades (other than bond insurance company rating downgrades);
J. Bankruptcy, insolvency, receivership or similar event of the Authority or other

obligated person within the meaning of the United States Securities and Exchange
Commission Rule 15c2-12, as amended from time to time (the "Rule"); and

K. Consummation of a merger, consolidation, or acquisition involving the Authority
or other obligated person within the meaning of the Rule, or the sale of all or
substantially all of the assets of the Authority or other obligated person within the
meaning of the Rule, other than in the ordinary course of business, the entry into a
definitive agreement to undertake such an action or the termination of a definitive
agreement relating to any such actions, other than pursuant to its terms, if
Material.

Upon discovery of an event of default under any agreement by which the Authority obtained a
line of credit or letter of credit (If any) as Cash Equivalent under this Second Supplement, the
Authority shall deliver to the Project Parties (via the Work Management System or other means
of delivery) a certificate specifying the nature of such event of default, the period of existence of
such default, and the action that the Authority has taken and will take to remedy such default.
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ARTICLE XI

EFFECT ON AND AMENDMENTS TO THE ORIGINAL CONTRACT

Section 11.1 Entire Agreement. This Second Supplement merges the prior negotiations and
understandings of the Parties and embodies the entire agreement of the Parties in relation to the
Expansion Project, the Work, the Costs, the Expansion Project Reservation, and the Oversized
Facilities Option. No other agreements, assurances, conditions, covenants (express or implied),
or other terms of any kind, exist between the Parties regarding the Expansion Project, the Work,
the Costs, the Expansion Project Reservation, and the Oversized Facilities Option contemplated
in this Second Supplement.

Section 11.2 Authority's Payment of O&MExpenses; Amendments to Original Contract.

11.2.1 The term "Plant Facilities" is currently defined in the Contract as the facilities
identified in Exhibit "B" attached thereto and such exhibit describes the Northeast
Water Purification Plant as it exists prior to the Second Supplement Effective
Date. For all purposes under the Contract, after the Authority begins receiving
Water from the Expansion Project, the term "Plant Facilities" shall be expanded
to also include the Expansion Project.

11.2.2 For purposes of calculating the O&M Expenses for the Authority (except for
purposes of Item "F", which is provided for in Section 11.2.3 below), the parties
agree to treat the portion of the Plant Facilities existing on the Second Supplement
Effective Date and the portion of the Plant Facilities constructed as part of the
Expansion Project as a single water plant. As a result, after the Authority begins
receiving water out of the Expansion Project, the calculation stated In Section
4.02 of the Original Contract for calculating the Authority's O&M Expenses shall
be amended by (i) adding ". less the amount (in millions of gallons) of Water
taken from the Plant Facilities during such year by the West Harris County
Regional Water Authority and the North Fort Bend Water Authority, combined.
The amounts taken from the Plant Facilities by the other aforementioned water
authorities shall be determined by the amount of Water measured by the
measuring equipment pursuant to Article VII of their respective Water Supply
Contracts with Houston." to the end of the current description of "B;" and (ii)
adding ". less the amount of all such costs and expenses paid by the West Harris
County Regional Water Authority and the North Fort Bend Water Authority,
combined." to the end of the first sentence of the description of "C."

11.2.3 In addition, the second sentence of item "F" is amended to read as follows: "As
used in this definition, the ratio for determining the share of the cost borne by the
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Authority is a fraction, the numerator of which is the Authority's then-current
Treated Water Facilities Demand Allocation injhe applicable facility_and the
denominator of which is the total capacity (in MGD) of the entire ^applicable
facility subject to the Major Rehabilitation, repair or replacement. For purposes
of this calculation, the Plant Facilities, existing at the expansion date of this
Second Supplement) and the Expansion Project shall be treated as two separate
facilities after the Authority begins receiving water out of the Expansion Project."

Section 11.3 Reserved.

Section 11.4 Conflicts. This Second Supplement shall control over the Contract with respect to
the matters addressed In this Second Supplement, including, without limitation: (i) the Expansion
Project and all payments from the Authority related to the same, (Ii) the Phase 1 Expansion
Project Reservation, Phase 2 Expansion Project Reservation, Oversized Facilities Option, and all
payments related to the same, and (iii) calculation of O&M Expenses with respect to the
Expansion Project. Except to the extent inconsistent with this Second Supplement, all terms of
the Contract remain in full force and effect.

[Remainder of Page Intentionally Blank]
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ARTICLE XII

SIGNATURES

IN WITNESS WHEREOF, Participants have executed this Second Supplement in multiple
copies, each of which shall be deemed to be an original, as of the date of countersignature by
the City Controller of Houston.

NORTH HARRIS COUNTY
REGIONAL WATER AUTHORITY

ATTEST:

Lenox A. Sigler, Secretary

DATE APPROVED:

M-12-lS

APPROVED:

imie SchindewoE, P.E.
jeneral Manager
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CITY OF HOUSTON, TEXAS

Annise D. Parker
Mayor

ATTEST/SEAL: DATE COUNTERSIGNED:

Anna Russell
City Secretary

("Second Supplement Effective Date")

APPROVED:

V'̂  Director.
Department

APPROVED AS TO FORM:

Assistant-City Attorney
L.D, File No;

COUNTERSIGNED BY:

Ronald C. Green
City Controller
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EXHIBIT "A"
PARTICIPATION TABLE
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EXHIBIT "B"
BUDGET
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EXHIBIT "D"

ESCROW AGREEMENT
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ESCROW & PAY AGENT AGREEMENT

This Escrow & Pay Agent Agreement (the "Escrow Agreement") is entered Into as of
, 20 , by and between Water Authority, a conservation and

reclamation district organized and operating under the provisions of (the
"Authority"), (the "Escrow Agent"), and , as beneficiary under this
Escrow Agreement, the City of Houston ("Houston").

The Authority entered into that certain Second Supplement to Water Supply Contract (the
"Second Supplement''), effective as of .

The Second Supplement, attached as Exhibit A, contains provisions regarding the
Authority's and Houston's respective responsibilities and obligations related to the funding of
the design and construction of the Expansion Project, which involves the expansion of the
Northeast Water Purification Plant located at 12121 North Sam Houston Parkway East, Humble,
Texas 77396 (the "NEWPP").

Pursuant to the Second Supplement and this Escrow Agreement, the Authority shall
deposit into the Escrow Account (as defined below) Cash or Cash Equivalent (as defined in the
Second Supplement), representing the Authority's pro-rata share of a portion of the costs of the
Expansion Project.

Pursuant to the terms of this Escrow Agreement, the Escrow Agent has agreed to hold
such Cash or Cash Equivalent in a separately segregated trust account ("Escrow Account") and
disburse funds from the Escrow Account, as set forth this Escrow Agreement.

Pursuant to. and subject to the terms and conditions of, the Second Supplement and this
Escrow Agreement. Houston shall draw funds from the Escrow Account to be used to pay for the
Authority's pro-rata share of a portion of the costs of the Expansion Project: Now, Therefore,

FOR AND IN CONSIDERATION OF THE PREMISES AND THE MUTUAL
COVENANTS AND AGREEMENTS HEREIN CONTAINED, the Authority, Houston, and
Escrow Agent do mutually agree as follows:

Section 1: The recitals above are true and correct and are incorporated into this Escrow-
Agreement by reference. All capitalized terms used in this Escrow Agreement not otherwise
defined herein shall have the meanings assigned to such terms in the Second Supplement.

Section 2: The Parties hereby appoint Escrow Agent to serve as Escrow Agent as set
forth herein, and the Escrow Agent hereby accepts and agrees to perform its obligations
hereunder.

Section 3: Pursuant to the Second Supplement, and for each Cash Call issued to the
Authority by Houston, the Authority shall deposit Cash into the Escrow Account from time to
time in the amounts, and within the time-periods, required by the Second Supplement. The
Escrow Agent shall separately account for the Cash deposited by the Authority for each of the
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Cash Calis. Noivvithstanding the other provisions of this paragraph, pursuant to the Second
Supplement, in lieu of Cash, the Authority may provide the Escrow Agent with Cash
Lquivaient(s) that satisfy individual or multiple Cash Caiis. Each Cash Equivalent will be
payable to the Escrow Agent for the benefit of the Escrow Account. The Authority may at any
time replace Cash Equivalent with Cash. Each time the Authority provides Cash or Cash
Equivalent to the Escrow Agent, the Authority shall provide a written notice to the Escrow Agent
(with a contemporaneous copy to all Project Parties) that identifies the particular Cash Call to
which the Cash or Cash Equivalent applies.

Section 4: The Cash and Cash Equivalent provided by the Authority hereundcr to the
Escrow Agent are owned by the Authority. Subject to the terms of this Escrow Agreement, and
once Houston's City Controller has certified in writing to the Escrow Agent that the Cash or
Cash Equivalent has been appropriated by Houston's City Council for a Cash Call, such Cash
and Cash Equivalent shall be held by the Escrow Agent until the Termination Date (defined
below). The Project Director shall from time to time submit to the Escrow Agent Withdrawal
Request and Certificates, substantially in the form attached hereto as Exhibit B. which describe
the Project Director's request for funds, identify from which Cash Call funds are being
withdrawn, and certify the following: (i) that the request for funds is solely to pay for the
Authority's pro-rata share of Costs, based on the Authority's applicable Cost Share, funded by
Lhe Cash Call that the Project Director has identified in the Withdrawal Request and Certificate:
(ii) that, for Costs that are for Engineering Costs or Construction Costs, the Project Director has
reasonably determined that a certain amount of funds are needed to pay for such Costs and that
such Costs are reasonably estimated by the Project Director to be due from Houston to pay
Consultants or the Contractor within 90 calendar days after the date the Project Director signs the
Withdrawal Request and Certificate, and (iii) that, for Costs that are for Cost Recovery Amounts.
Houston has already paid such amounts, or reasonably expects to pay such amounts within 90
calendar days alter the Project Director signs the Withdrawal Request and Certificate, and has
documented or will document such amounts in a Semi-Annual Cost Recovery Amounts Report.
Ail earnings and interest attributable to Cash and Cash Equivalent in the Escrow Account are
owned by the Authority, and. upon written request from the Authority, shall be released by the
Escrow Agent to the Authority or allocated h\ the Escrow Agent to a particular Cash Call.

S____on___ The Escrow Agent shall pay Houston the funds that are requested by the
Project Director in the Withdrawal Request and Certificate within 5 business days of the date the
Escrow Agent receives the Withdrawal Request and Certificate. The Escrow Agent shall make
each of such payments according to the following procedure: (i) first, it shall draw funds from
any Cash that has been deposited for that particular Cash Call, and (is) second, if there is no such
Cash attributable to that Cash Call, then the Escrow Agent shall draw upon the Cash Equivalent
attributable lo that Cash Call to the extent necessary to pay the funds requested by the applicable
Withdrawal Request and Certificate.

Section 6: The Escrow Agent shall deposit all Cash, and hold any Cash Equivalent.
received from the Authority in the Escrow Account to be held by the Escrow Agent in a
fiduciary capacity for the benefit of the Project Parties for the Expansion Project in accordance
with the terms and conditions of the Second Supplement. All moneys in the Escrow Account
may only be invested in permitted investments under Chapter 2256 of the Texas Government
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Code or deposited in accounts coSlateraiized as required by Chapter 2257 of the Texas
Government Code, aii as shall be directed in writing by the Authority in compliance with the
Authority'; investment policy.

Section 7: The Escrow Agent shall (i) within 2 business days of the Authority-
providing to the Escrow Agent Cash or Cash Equivalent (or the renewal or extension of a Cash
Equivalent), provide written notice to the Project Parties of the dollar amount of same with a
copy of any Cash Equivalent provided, (ii) send monthly statements to all Project Parties of the
Authority's current balance stating any deposits into or disbursements from the Escrow Account,
and (iii) in the event the Escrow Agent draws funds from Cash Equivalent the Escrow Agent
shall notify all Project Parties (within 2 business days of the draw) of the balance remaining and
available for such Cash Equivalent. Notifications and submitlals to all Project Parties must be in
writing and are deemed delivered on the earlier of the date actually received or the third business
day following (a) deposit in a United States Postal Service post office or receptacle: (b) with
proper postage (certified mail, return receipt requested): and (c) addressed to the applicable
Project Party at the address set forth below. In addition, upon request from any of the Project
Parties to send notices through other methods (including electronic mail), the Escrow Agent, shall
also send notice through such methods.

North Fort Bend Water Authority;

North Fort Bend Water Authority
c-''o Alien Boone Humphries Robinson. l.i.P
Attn: David Oliver
3200 Southwest Freeway. Suite 2600
Houston. Texas 77027

With a copy to;
North Fort Bend Water Authority
c/o AVANTA Services
Attn: Pamela Logsdon
5635 Northwest Central Dr.. Suite 1041".
I louston. Texas 77092

City of Houston
City Controller
c/o Ronald Green
901 Bagb>. 6lh Floor
Houston, Texas 77002

With a copy to:
City of Houston
Resource Management Division
c/o Susan Bandv
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6! I Walker. 25iK Floor
Houston, Texas 77002

West Harris County Regional Water Authority:

West Harris County Regional Water Authority
c/o Allen Boone Flumphrics Robinson, LLP
Attn: Alex Garcia
3200 Southwest Freeway. Suite 2600
Houston. Texas 77027

With a copy to:
West Harris County Regional "water Authority
c/o Myrtle Cruz, Inc.
Attn: Mary j arm on
3401 Louisiana Street. Suite 400
Houston. Texas 77002

Central Harris County Regional Water Authority:

Central Harris County Regional Water Authority
c/o Schwartz. Page & Harding. LLP
Attn: Abraham Rubinsky
1300 Post Oak Blvd.. Suite 1400
Houston, icxa^ 77056

With a copy to:
C entral Harris Count) Regional Water Authority
K Matuska Inc.
Attn: Fran Matuska
4600 Highway 6 North. Suite 3!5
Houston. Texas 77084

North Harris County Regional Water Authority:

North Harris County Regional Water Authority
Attn: General Manager
3648 Cypress Creek Parkway, Suite 110
Houston, Texas 77068

With a copy to:
North Harris County Regional Water Authority
c/o Radcliffe Bobbitt Adams Polley PLLC
Attn: Robin S. Bobbitt
1001 McfCinney, Suite 1000
Houston, Texas 77002
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Section 8. In addition to Section 7, above, tne Escrow Agent wili provide the Project
Parties reports upon request, which reports will describe in reasonable detail ail transactions
pertaining to the Escrow Account. The Project Parties may also inspect and make copies of the
information in the books and records of the Escrow Agent pertaining to the Escrow Account at
any time the Escrow Agent is customarily open for business, provided that reasonable time is
allowed the Escrow Agent to provide an up-to-date listing or to convert the information into
written form.

Section 9. Escrow Agent hereby agrees to hold the Cash and Cash Equivalent in
accordance with the terms of this Escrow Agreement and to disburse funds from the Escrow
Account in strict accordance with the terms of this Escrow Agreement.

Section 10. As compensation for the Escrow Agent's services as Escrow Agent, the
Authority shall be responsible lo pay the Escrow Agent the Sees set forth in the Escrow Agent's
Ice schedule attached as Exhibit C hereto.

Section I I: This Escrow Agreement shall terminate and any remaining Cash and Cash
Equivalent (and earnings and interest attributable to the Cash and Cash Equivalent) shall be
released and returned to the Authority within 5 business days after the earlier to occur of (such
date, the "Termination Date'') (a) January !. 2027. or (b) the date on which Houston notifies the
Escrow Agent in writing thai Houston has provided the True-Up Statement to the Authority,
i iouston shall so notify the Escrow Agent (with a contemporaneous copy to the Authority ) at. the
same time that Houston provides the True-L'p Statement to the Authority,

Section 12. The Authority shall have the right to terminate this Escrow Agreement prior
to the Termination Dale determined in accordance with Section 11 above, with or without cause,
upon 30 calendar days prior written notice to all parties hereto; provided, however, that no such
termination shall be effective until a successor escrow agent has been appointed and has accepted
the duties of the Escrow Agent hereundcr. If this Escrow Agreement is terminated prior to the
Termination Date, then (a) the Authority shall promptly designate a substitute escrow agent, and
(b) the Escrow Agent shall deliver to the successor escrow agent ail remaining Cash and Cash
Equivalent (and earnings and interest attributable lo the Cash and Cash Equivalent) held by the
Escrow Agent, and ail books and records pertaining to the Escrow Agent's role as Escrow Agent
hereunder.

Section 13. Escrow Agent shall have the right to resign at any time by giving 30 calendar
days' advance written notice of such resignation to the other parties hereto, specifying the
effective date of such resignation. Within fifteen (15) calendar days after the Authority receives
such notice, the Authority shall appoint a successor escrow agent to which the Escrow Agent
shall turn over the remaining Cash and Cash Equivalent. If a successor escrow agent has not
been appointed and has not accepted such appointment by the end of such 30-day period, Escrow
Agent may either (a) ir.tcrplead the Cash and Cash Equivalent in the Escrow Account with a
court of competent, jurisdiction in Harris County, Texas for the appointment of a successor
escrow agent; or (b) appoint a successor escrow agent of its own choice. Subject to the
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Authority's termination rights under Section 12, any such appointment of a successor escrow
agent shall be binding upon the parties. No such appointed successor escrow agent shall be
deemed to be an agent of Escrow Agent.

Section 14. The Escrow Agent shall have only the rights, powers, privileges and duties
expressly set forth in this Escrow Agreement, together with those rights, powers and privileges
reasonably incident thereto.

Section 15. This Escrow Agreement may be executed in counterparts and by facsimile,
portable document format (PDF), and other electronic means, each of which shall be deemed an
original and which together shall constitute one and the same agreement.

Section 16. This Escrow Agreement shall not be assignable without the consent of all
parties hereto.

Section 17. The terms and provisions of this Escrow Agreement shall be binding upon
and inure to the benefit of each of the parties hereto and their permitted successors and assigns.
The parties hereto hereby expressly acknowledge and stipulate their intent that each of the
Project Parties not executing this Escrow Agreement shall be a third party beneficiary of this
Escrow Agreement, and shall have the right and legal standing to enforce the respective
obligations of the parties hereto hereunder to the full extent allowed at law or in equity:
provided, however, that in no event shall any of the Project Parties have the right to bring suit for
money damages against any party hereto in any case or cause of action in which a direct party to
this Escrow Agreement would have no right to bring suit for money damages under the terms of
this Escrow Agreement.

Section 18. No amendment or changes to this Escrow Agreement shall become effective
unless in writing and signed by the Escrow Agent and all of the Project Parties.

Section 19. Houston only has the right to access the Authority's funds that have been
deposited in the Escrow Account in accordance with this Escrow Agreement. Funds, if any. that
the Authority currently or hereafter deposits or invests with the Escrow Agent in the Escrow
Agent's capacity outside of this Escrow Agreement (for example, without limitation, in
connection with water projects other than the Expansion Project or bond proceeds related to the
Expansion Project that have not yet been deposited in the Escrow Account) shall not be subject
to the terms and conditions of this Escrow Agreement.

Section 20. This Escrow Agreement shall be governed by and construed in accordance
with the laws of the State of Texas.
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IN WITNESS WHEREOF the parties have executed this Escrow Agreement as of the
date and year first written in this Escrow Agreement.

_WATER AUTHORITY]

ATTEST:

Secretary, Board of Directors

(SEAL)

President, Board of Directors
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ESCROW AGENT:

By:
Name:_
Title: "
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CITY OF HOUSTON (AS BENEFICIARY)

APPROVED:

Director,
Department

APPROVED AS TO FORM:

Assistant City Attorney
L.D. File No.
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EXHIBIT A
SECOND SUPPLEMENT
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EXHIBIT B
WITHDRAWAL REQUEST AND CERTIFICATE

Withdrawal Request and Certificate No.

Date:

To: , Escrow Agent

Pursuant to the Second Supplement to Water Supply Contract that is referenced in the

Escrow & Pay Agent Agreement. 1. . the Project Director, request to withdraw
$x from the Authority's [fill in applicable water authority name] Escrow Account, in

accordance with Cash Call No. . attached hereto.
I certify the following: (1) that the request for funds is solely to pay for the Authority's

pro-rata share of Costs, based on the Authority's applicable Cost Share, funded by the Cash Call
attached hereto : (ii) that, for Costs that are for Engineering Costs or Construction Costs. 1 have
reasonably determined that the funds being withdrawn hereby are needed to pay for such Costs
and that such Costs are reasonably estimated to be due from Houston to pay Consultants or the
Contractor within 90 calendar days after the date of this Withdrawal Request and Certificate, and
(iii) that, for Costs that are for Cost Recovery Amounts, i louston has already paid such amounts.
or reasonably expects to pay such amounts within 90 calendar days after the Project Director
signs the Withdrawal Request and Certificate, and has documented or will document such
amounts in a Semi-Annual Cost Recovery Amounts Report.

Capitalized terms used herein shall have the same meaning given to such terms in the
Second Supplement, to Water Supply Contract that is referenced in the Escrow & Pay Ageni
Agreement.

AGREED TO AND CER71HLD BY, AS OF THE DATE SET FORTH ABOVE:

Project Director
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EXHIBIT C
ESCROW AGENT'S FEE SCHEDULE
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EXHIBIT "E"

CASH CALL NO. 1
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City of Houston
Public Works & Engineering

Combined Utility System

611 Walker

Houston, Texas 7700Z

DATE: FEBRUARY 12, 2015
CASH CALL » 1

TO Mark Evans
North Harris County Regional Water Authority
3648 Cypress Creek Parkway, Suite 110
Houston, Texas 77068
281-440-3924
Customer ID 7099-3025-9011

PAYMENT BY CASH OR CASH EQUIVALENT SHOULD BE REMITTED
TO ESCROW AGENT FOR ESCROW ACCOUNT

PAYMENT TERMS AND
DUE DATE

120 Days after
Second Supplement Effective Date

Description Dollar Amount Line Total
Percentage

Multi-Phase Project Cost
(including contingency)

Multi-Phase PWE Cost Recovery

Phase 1 Project Cost
(including contingency)

Phase 1 PWE Cost Recovery

Phase 2 Project Cost
(including contingency)

Phase 2 PWE Cost Recovery

Over-sized Project Cost
(including contingency)

Over-sized PWE Cost Recovery

Full Cost Obligation

$ 2,241,992.00

$ 221,116.00

35.313%

355.313%

100%

$ 2,241,992.00

$ 221,116.00

$

$

$

s

$
Total Cash Call Due

Surplus from Previous Cash Calls $

CERTIFICATION PER § 3.7.5 IS INCLUDED ON THE FOLLOWING PAGE

ATTACHMENTS:
CERTIFICATION PER § 3.7.5
CALCULATION OF AMOUNT DL.T

2,463,108.00

Cash Catt #1 - NHCRWA (DRAFT v4_02_12_2015)



#1
CASH CALL CERTIFICATION PER § 3.7.5

1. The dollar amount due from each Project Party pursuant to this Cash Call does not
exceed the estimated dollar amount provided in the Notice of Upcoming Cash Call
related to this Cash Call and is only for costs that have been approved pursuant to
Article 6.

2. The calculation of the amount due shown on page 1 of this Cash Call is included on the
next page of this document.

3. The Cash Call Due Date is 120 days after Second Supplement Effective Date.

4. The costs and work items to be paid with the proceeds of this Cash Call are as follows:

Ordinance 2012-121 Original Carollo Engineering Contract, First Amendment 2013-155
& Second Amendment 2014-160
1) Project Framework Development
2) NEWPP Treatment Concepts
3) Scenario 6t Delivery Alternative Development
4) Alternative Assessment
5) Project Controls
6) Project Delivery Alternatives Report

Ordinance 2014-962 - Carollo Engineering Contract
1) Perform raw water system planning and permitting assistance
2) Perform US Corp 404 and environmental permitting
3) Perform pilot operations
4) Perform Texas Commission on Environmental Quality coordination and reporting
5) Perform special testing and monitoring
6) Provide project administrative, permitting, communications and scheduling support
7) Conduct supporting and special studies as necessary to support project management
decision-making

Ordinance 2014-1183 Legal Services Hawkins Delafield a Wood LLP
1) Project definition and plan
2) RFQ Preparation, Issuance and Evaluation
3) Preparation and Issuance of RFP and DRAFTY PDB Agreement
4) Proposal Development and Submittal
5) Proposal Evaluation
6) Negotiation and Award
7) Post-Execution and Establishment of Final Pricing

5. The City of Houston reasonably expects to spend all of the proceeds of the Cash Call
within three (3) years of the Cash Call due date.

NOTE: Any surplus from previous Cash Calls is listed on the first page of this Cash Call.

Project Director

Cash Call #1 - NHCRWA (DRAFT v4_02_12_2015)
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THIRD SUPPLEMENT TO WATER SUPPLY CONTRACT
BETWEEN THE CITY OF HOUSTON, TEXAS AND THE NORTH HARRIS COUNTY

REGIONAL WATER AUTHORITY

FOR THE NORTHEAST TRANSMISSION LINE—SEGMENT 1

ThiS THIRD SUPPLEMENT TO WATER SUPPLY CONTRACT FOR THE NORTHEAST

TRANSMISSION LINE—SEGMENT 1 (this “Third Supplement’) is made by and between the CITY

OF HOUSTON, TEXAS (“Houston”) and the NORTH HARRIS COUNTY REGIONAL WATER

AUTHORITY (the “Authority”) for the purpose of providing for the construction of an additional large-

diameter water transmission line as described in this Third Supplement. This Third Supplement is

effective on the date of countersignature hereof by the Houston Controller (“Effective Date”). For and in

consideration of the premises and mutual covenants and agreements contained herein, the parties hereto

do mutually agree as follows:

TABLE OF CONTENTS

ARTICLE I. RECITALS 3

ARTICLE II. DEFINITIONS 5

ARTICLE III. DESIGN AND CONSTRUCTION OF SEGMENT 1 9

3.1 Design and Construction by Houston 9
3.2 Construction of Segment I 10
3.3 Allocation of Segment I Capacity and Project Costs 10
3.4 Design Responsibility and Engineering Costs 11
3.5 Construction Contract 12
3.6 Change Orders to Construction Contracts 15
3.7 Site Visits and Reports 15
3.8 Ownership and Segment I Capacity 15
39 Books, Records and Data 15
3.10 Time of Completion 16

ARTICLE lv. PAYMENT OF PROJECT COSTS 16

4.1 Funds Held in Trust; Limitations on Use 16
4.2 General Invoice & Payment Requirements 16
4.3 Previously Appropriated Project Costs 17
4.4 Engineering Payments 17
4.5 Construction Payments 17
4.6 Payment of Pay Estimates for Construction Costs 18
4.7 AUP Reports 18
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ARTICLE V. COMPONENT PARTS OF SEGMENT 1 INCLUDED IN DEFINED
TERMS OF WATER SUPPLY CONTRACT 19

5.1 Transmission Facilities 19

ARTICLE VI. GENERAL MISCELLANEOUS PROVISIONS 19

6.1 TermandExpiration 19
6.2 Ingress and Egress 20
6.3 Assignments 20
6.4 Subjectto Law 20
6.5 No Additional Waiver Implied 20
6.6 MergerandConflicts 21
6.7 Notices 21
6.8 Authorship 22
6.9 Parties in Interest 22
6.10 Captions 22
6.11 Enforcement 22
6.12 Approvals 22
6.13 Time of Essence; Force Majeure 22
6.14 Default and Remedies 22
6.15 Severability 23
6.16 Goods and Services 23
6.17 Written Amendment 23
6.18 Exhibits 23
6.19 Rates 23

SIGNATURE PAGES 24

EXHIBITS

“A” PARTICWATION TABLE
“B” PROJECT BUDGET
“C” PROPOSED ALIGNMENT AND SUB-SEGMENTS
“D” SCHEDULE
“E” PROJECT COSTS APPROPRIATED BEFORE NOVEMBER 1, 2015
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ARTICLE I.

RECITALS

1.1 Houston is a home-rule municipality, principally located in Harris County, Texas. Houston owns

a water treatment and distribution system. Houston and the Authority, as well as the West Harris

County Regional Water Authority, the North Fort Bend Water Authority, and Central Harris

County Regional Water Authority (collectively, the “Other Authorities”), plan to construct a

transmission line from Houston’s Northeast Water Purification Plant located at 12121 North Sam

Houston Parkway East, Humble, Texas 77396 (“NEWPP”). The transmission line will consist of

two segments, one (1) 120-inch segment running west from inside the NEWPP to a point where

it connects to the 96-inch segment described below, and one (1) 96-inch segment running

southwest approximately 200 feet. Such two segments are generally shown on Exhibit “C” as

Sub-Segment A and Sub-Segment B, respectively, and are referred to herein collectively as

“Segment 1”. In addition, the Fourth Supplement (defined below) provides for the construction

of an additional large diameter water transmission line from the end of Sub-Segment A, generally

following the public rights-of-way and ftiture easements along Beltway 8 to the west side of

Interstate 45 to a specific point depicted in the Fourth Supplement (Segment 2).

1.2 The Authority is a Texas conservation and reclamation district organized and operating under the

provisions of House Bill No. 2965, Seventy-Sixth Legislature, as amended, and the Texas Water

Code, as amended, and Texas Constitution Article XVI, Section 59.

1.3 The Authority has entered into Contract No. 54614, dated December 16, 2002 (the “Original

Contract”), with Houston for the purchase by the Authority of treated surface water from the

NE WP P.

I .4 Houston and the Authority executed a First Supplement to Water Supply Contract (“First

Supplement”) to provide for the cost sharing, permitting, engineering, surveying, construction,

and right-of-way and site acquisition necessary for the Luce Bayou Interbasin Transfer Project

(“Luce Bayou”) to convey untreated water from the Trinity River to Lake Houston, which

Houston approved pursuant to Ordinance 2009-0052 (January 28, 2009).
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1.5 Houston and the Authority executed a First Amendment to the First Supplement (“First

Amendment”) in order to clari& certain funding for Luce Bayou, which Houston approved

pursuant to Ordinance 20 13-0044 (January 22, 2013).

1.6 Houston and the Authority executed a Second Supplement to Water Supply Contract (“Second

Supplement”) in order to provide for the cost sharing, permitting, engineering, surveying,

construction, and right-of-way and site acquisition (if any) necessary for a 320 MGD expansion

of the NEWPP, which Houston approved pursuant to Ordinance 2015-0139 (February 25, 2015).

The Original Contract, First Supplement, First Amendment, and Second Supplement are referred

to herein collectively as the “Water Supply Contract.”

1.7 Houston and the Authority intend to execute a contract contemporaneously with the execution of

this Third Supplement to provide for the cost sharing, permitting, engineering, surveying and

construction necessary for Segment 2 (“Fourth Supplement”).

1.7.1 Houston has executed contracts with each of the Other Authorities that are substantially similar to

the Water Supply Contract and intends to execute contracts with each of the Other Authorities

that are substantially similar to this Third Supplement. Houston also intends to execute a contract

with the Central Harris County Regional Water Authority that is substantially similar to the

Fourth Supplement.

1.8 Houston does not require any additional rights-of-way, sites or easements for Segment I.

1.9 Houston will commence preparation of the plans and specifications for Segment I in accordance

with this Third Supplement, and hereby represents that such plans and specifications will be

completed in a good and workmanlike manner and in accordance with all applicable rules,

regulations and requirements of all applicable governmental entities having jurisdiction over the

design, construction or operation of Segment I. Contingent upon the Authority timely satising

its obligations to make payments to Houston under this Third Supplement and the Other

Authorities timely satising their obligations to make payments to Houston under agreements

that are substantially similar to this Third Supplement, Houston and the Authority intend for

Houston to cause the Segment I Project (defined below) to be substantially complete not later

than September 1, 2020.
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1.10 The Authority desires to participate with Houston in the Segment I Project (defined below) in

order to convey to Segment 2 treated surface water the Authority has contracted to receive

pursuant to the Water Supply Contract.

1.11 Houston and the Authority desire to participate in this Third Supplement to clari& and agree to

the terms for the cost sharing, permitting, engineering, surveying, construction, operation, and

maintenance necessary for Segment I and to amend the definitions of certain terms in the Water

Supply Contract to include the facilities being constructed by the Segment I Project (defined

below).

1.12 Houston is authorized to enter into this Third Supplement pursuant to its Home Rule Charter and

Texas law, including Section 49.068 of the Texas Water Code.

1.13 The Authority is authorized to enter into this Third Supplement pursuant to Texas law, including

Section 49.068 of the Texas Water Code.

ARTICLE II

DEFINITIONS

Unless the context requires otherwise, capitalized terms in this Third Supplement shall have the

meaning provided in the Water Supply Contract. In addition, unless the context requires otherwise, the

following terms used in this Third Supplement shall have meanings provided below. In the event of a

conflict between the definition of a term provided in the Water Supply Contract and that provided in this

Third Supplement, the definition in this Third Supplement shall control for purposes of this Third

Supplement.

2.1 ‘AUP Report” means a report and associated findings obtained by Houston to review the

accounting for and allocation to the parties of Project Costs which is produced by an independent

accounting firm engaged by Houston under an agreed-upon procedures engagement conducted in

accordance with (i) Section 4.7 of this Third Supplement, and (ii) the Statements on Standards for

Attestation Engagements published by the American Institute of Certified Public Accountants.
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2.2 “Authorized Investments” means investment pool(s): (i) that comply with the requirements of

Houston’s investment policy and Texas Government Code Chapter 2256, and (ii) in which

Houston’s hinds (in addition to funds from the Authority) may be invested.

2.3 “Authority Representative” shall mean the Authority’s General Manager, or an alternative

individual approved by the General Manager, which individual may be changed from time to

time.

2.4 “Authority’s Seament I Reservation” is 113 MGD, as reflected in Erhibit “A” (Participation

Table) and constitutes the Authority’s Treated Water Facilities Demand Allocation in Segment 1.

2.5 “Completion Date” shall mean the date by which the Segment I Project (defined below) must be

substantially complete, which is September 1, 2020, or such other date on which the Utility

Official and the Authority Representative may agree in writing, subject to (i) the Authority’s

timely compliance with its obligations to pay as provided in this Third Supplement, (ii) the Other

Authorities’ timely compliance with their obligations to pay as provided in agreements that are

substantially similar to this Third Supplement, and (iii) Houston’s customary terms arid provisions

within its construction contracts regarding extension of time.

2.6 “Construction Contractor” shall mean a contractor with which Houston contracts for the

construction of the Segment I Project.

2.7 “Construction Costs” shall mean the costs associated with the construction of the Segment I

Project (defined below), including all reasonable costs for labor, equipment, materials, and related

Cost Recovery’ Amounts.

2.8 “Construction Payment” means the Authority’s Pro Rata Share (defined below) of Construction

Costs for the Segment I Project (defined below).

2.9 “Cost Recovery Amounts” means the portion of the costs of Houston’s employees’ salaries,

associated benefits, overhead, and itemized costs paid from the cost recovery ftind (Houston’s

Fund 1001), that are allocated and attributable to the Segment I Project for the period beginning

on July 1, 2015, and concluding as of the date of final completion of the Segment I Project and

shall be calculated in the same manner as provided in Section 3.13 of the Second SuppLement.
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2.10 “Effective Dale’ shall mean the date on which the Houston Controller countersigns this Third

Supplement.

2.11 “Engineering Costs” shall mean the costs for engineering work associated with the Segment I

Project (defined below), including all reasonable costs for the planning, management, oversight,

inspection, basis of design, engineering design, geotechnical investigations, surveys, estimates,

materials testing, plans, specifications, investigations, related Cost Recovery Amounts, and

necessary permitting and regulatory review and approval.

2.12 “Engineering Payment” shall mean the Authority’s Pro Rata Share (defined below) of the

Engineering Costs for the Segment I Project (defined below).

2.13 “First Amendment” shall have the meaning given in Section 1.5 above.

2.14 “First Supplement” shall have the meaning given in Section 1.4 above.

2.15 “Fiscal Year” shall mean Houston’s fiscal year, as determined from time to time by Houston,

which currently expires on June 30th of each calendar year.

2.16 “Fourth Supplement” shall have the meaning given in Section 1.7 above.

2.17 “MGD” shall mean million(s) of gallons per day of Water.

2.18 “NEWPP” shall have the meaning given in Section 1.1 above.

2.19 “Original Contract” shall have the meaning given in Section 1.3 above.

2.20 “Other Authorities” shall have the meaning given in Section 1.1 above.

2.21 “Pro Rata Share” shall mean the proportion of the Segment I Capacity (defined below) in each

Sub-Segment (defined below) allocable to each party stated as a percentage, as specifically set

forth on Exhibit “A” hereto.
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2.22 “Prolect Account” shall mean a segregated fund established and controlled by Houston for the

receipt and disbursement of the funds of the Authority and the Other Authorities, and used by

Houston to pay the Authority’s and the Other Authorities’ respective Pro Rata Shares of Project

Costs (defined below), as set forth herein.

2.23 “Project Budget” shall mean the chart attached as Exhibit “B”, which (a) reflects the estimated

Project Costs (defined below) for each Sub-Segment (defined below), including any Project Costs

previously appropriated pursuant to Section 4.3 (Previously Appropriated Project Costs), and (b)

will be updated in accordance with this Third Supplement to reflect the updated estimated and

actual Project Costs for each Sub-Segment.

2.24 “Project Costs” shall mean Engineering Costs and Construction Costs, except any of such costs

which are incurred exclusively for the benefit of one party and with that party’s prior written

approval.

2.25 “Schedule” shall mean the chart attached hereto as Exhibit “fl” which reflects the currently

estimated timing of work items necessary to complete the Segment I Project (defined below).

2.26 “Second Supplement” shall have the meaning given in Section 1.6 above.

2.27 “Segment I” shall have the meaning given in Section 1.1.

2.28 “Segment 2” shall have the meaning given in Section 1.1.

2.29 “Segment I Capacity” shall mean the Water transmission capacity of Segment 1, as reflected in

£vhibit “A.”

2.30 “Segment I Project” shall mean the project for design and construction of Segment I.

2.31 “Segment I Project Parties” shall mean, collectively, Houston, the Authority and the Other

Authorities. “Segment I Project Party” shall mean any one (I) of the Segment I Project Parties.
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2.32 “Sub-Segment means one of the two (2) discrete portions of the Segment I Project depicted in

Exhibit “C,” as such discrete portions may be altered as agreed upon in writing by the Utility

Official and the Authority Representative from time-to-time during the Segment I Project.

2.33 “Sub-SeEment A” is the 120-inch Sub-Segment that serves all of the Segment I Project Parties,

and is designated as “Sub-Segment A” on Exhibit C.

2.34 “Sub-Segment B” is the 96-inch Sub-Segment that solely serves the North Fort Bend Water

Authority and the West Harris County Regional Water Authority, and is designated as “Sub

Segment B” on Exhibit C.

2.35 “True-up” shall have the meanilig assigned in Section 4.7.2 below.

2.36 “Utility Official” shall mean the Director of the Department of Public Works and Engineering of

Houston, or any other person who may hereafter exercise the flmctions of said Director under the

applicable Ordinances of Houston.

2.37 “Water” shall mean potable treated surface water from the Houston System.

2.38 “Water Supply Contract” shall have the meaning given in Section 1.6 above.

ARTICLE III

DESIGN AN1 CONSTRUCTION OF SEGMENT 1

3.1 Design and Construction by Houston. Subject to the Authority providing ftrnding for its Pro-Rata

Share of Project Costs as provided herein, Houston shall be responsible for the permitting,

engineering, surveying, construction, operation, and maintenance necessary for Segment I such

that Segment 1 is capable of delivering the Authority’s Segment I Reservation to Segment 2.

3.1.1 Houston shall consider the Authority as a major participant with Houston in Segment I

and as such shall afford the Authority all reasonable opportunities to participate in the

major decisions concerning the Segment I Project. To that end, the Authority

Representative shall be invited to attend all design scoping, design consideration, pre-bid,

pre-constmction, and progress meetings held in connection with the Segment I Project.
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3.1.2 The Utility Official has reviewed the Authority’s Segment I Reservation and has

determined in cooperation with the Authority Representative, that based on information

available as of the Effective Date, Segment I will provide the capacity necessary to serve

the needs of the Authority in accordance with the Authority’s Segment I Reservation.

3.1.3 Houston may include the Segment I Project in the Expansion Project, subject to the terms

of the Second Supplement.

3.1.4 To the extent that Houston is not required to appropriate additional funds, the Utility

Official and the Authority Representative may agree in writing to modil3’ the size and/or

scope of the Segment I Project or the Authority’s Segment I Reservation. In the event of

such an agreement, the Utility Official and the Authority Representative may also agree

in writing to conforming amendments to the Exhibits to this Third Supplement.

3.2 Construction of Seament I. Segment I shall be constructed pursuant to a construction contract to

be entered into by Houston at such time as it is determined reasonably necessary by Houston to

achieve completion of the Segment I Project on or before the Completion Date, and to meet the

Schedule attached hereto as Exhibit “D” (Schedule). The Utility Official has provided estimates

of the Engineering Costs and Construction Costs for the Segment I Project, as well as the manner

of calculation and the Segment I Project Parties’ respective Pro Rata Shares of such costs, all as

more specifically set forth on Exhibit “B” (Project Budget). The Utility Official shall cause an

updated Project Budget to be regularly prepared and promptly provided to the Authority

Representative throughout the Segment I Project. However, such updates to the Project Budget

shall not constitute an amendment to Exhibit “B” hereto.

3.3 Allocation of Seament I Capacity and Project Costs. The Segment 1 Capacity is based on certain

assumptions including, but not limited to, the Authority’s Segment 1 Reservation, as provided in

the Participation Table in Exhibit “A “.

3.3.1 The Authority’s Pro Rata Share of Segment I Capacity for each Sub-Segment shall be

determined by the following formula:

C = B/A
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Where: “A” is the Segment I Capacity for the Sub-Segment.

“H” is the Authority’s Segment I Reservation for the Sub-Segment.

“C” is the Authority’s Pro Rata Share of Segment I Capacity for the Sub

Segment.

3.3.2 The Authority’s Pro Rata Share of Project Costs for each Sub-Segment shall be

determined by the following formula:

E = CxD

Where: “C” is the Authority’s Pro Rata Share of Segment I Capacity for the Sub

Segment, as determined in accordance with Section 3.3.1 above.

“D” is the total of Project Costs for the Sub-Segment.

“E” is the Authority’s Pro Rata Share of Project Costs for the Sub-Segment.

3.3.3 Throughout the Segment I Project, Houston shall separately track all costs for each Sub

Segment so that the Project Costs for each Sub-Segment can be accurately determined.

3.4 Design Responsibility and Engineering Costs. In accordance with applicable law, Houston shall

engage an engineering finn to design Segment 1. Upon procuring the services of such a firm,

Houston shall provide the Authority with notice of Houston’s intent to engage such firm, which

notice shall include the total amount of Engineering Costs Houston shall pay under the

engagement, the amount of such costs applicable to any Engineering Payment and any

Construction Payment, respectively, and the Authority’s Pro Rata Shares of each of same. Except

as may otherwise be agreed upon by the Utility Official and the Authority Representative, upon

completion of the sixty percent (60%), ninety percent (90%) and final plans and specifications

for the Segment I Project, the Utility Official shall provide the Authority Representative with

copies of same, and any addenda or supplements thereto, for review and comment, which

comments shall be provided to the Utility Official within fifteen (15) days of receipt by the

Authority Representative. The Authority, contemporaneous with providing written comments to

Houston pursuant to this sub-section, shall provide a copy of same to the Other Authorities.

Upon request by the Authority, the Utility Official shall schedule a meeting with the Authority

Representative and other attendees as may be invited by the Authority Representative in order to
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review and discuss such comments. After such meeting, the Utility Official shall cause the

Authority’s comments to be integrated and included on such plans and specifications where such

integration and inclusion are practical, as reasonably determined by the Utility Official.

3.5 Construction Contract. Subject to the conditions described below and procurement in accordance

with applicable law, Houston shall enter a contract with a Construction Contractor.

3.5.1 Prior to providing the construction contract or any addenda or supplements thereto to a

prospective Construction Contractor, Houston shall provide a draft of same to the

Authority Representative for review and comment. At the same time Houston sends the

Authority Representative a construction contract, Houston shall also send to the

Authority the following information: (a) a detailed breakdown of the estimated Project

Costs included in such construction contract; (b) the Pro-Rata Share of same to be paid

by each of the Segment I Project Parties; and (c) the then-current balance of the Project

Account and the allocation of such balance to each Segment I Project Party (collectively

referred to in this sub-section as the “Supplementary Information”). With regard to the

construction contract and the Supplementary Information, the Authority Representative

shall provide any comments to the Utility Official within fifteen (15) days after the

Authority Representative’s receipt of same. With regard to any addenda or supplements

to the construction contract, the Authority Representative shall provide written

comments, if any, within five (5) business days after receipt of same. Additional time for

review may be granted by Houston to the Authority, upon request, if such additional time

will not adversely affect the construction schedule of Segment 1. Upon request by the

Authority, the Utility Official shall schedule a meeting with the Authority Representative

in order to review and discuss any such comments. The Utility Official shall reasonably

consider all such comments provided by the Authority Representative and, in his or her

reasonable discretion, integrate and address such comments in the construction contract,

addendum or supplement, as applicable, where practical. Houston shall not disclose any

such written comments provided by the Authority pursuant to this sub-section unless such

disclosure is required by the Texas Public Information Act. The Authority,

contemporaneous with providing written comments to Houston pursuant to this sub

section, shall provide a copy of same to the Other Authorities. Any such written

comments the Authority receives from Houston or the Other Authorities shall not be
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disclosed by the Authority unless required to do so pursuant to the Texas Public

Information Act.

3.5.2 The Utility Official may, in his or her reasonable discretion, include in the construction

contract work items to be performed for the benefit of less than all of the Segment I

Project Parties, but such items are not part of the Segment I Project and the costs related

to same are not Project Costs (“Non-Project Items”). If Houston includes any Non-

Project Items in the construction contract at the written request and for the benefit of the

Authority, the Authority shall be obligated to pay for its share of the costs of same in

proportion to the Authority’s benefit resulting therefrom and in accordance with this

Third Supplement as though such costs were Project Costs. If any Non-Project Items are

included in the construction contract and the Authority did not request such items in

writing, Houston shall provide written notice to the Authority of its intent to include the

Non-Project Items in the construction contract and the estimated costs of same, and the

Authority shall not be obligated to pay for any costs related to same. Houston shall list

any Non-Project Items as separate line items in the bid documents for the construction

contract in which such items are included. In addition, Houston shall be responsible for

sending invoicing for and executing work on Non-Project Items as if they were part of

the Segment I Project. Sub-Segment B shall not be considered as a “Non-Project Item.”

3.5.3 Houston shall administer the construction contract in accordance with applicable

governmental rules and regulations. Houston will monitor the construction for general

conformance with the plans and specifications and to ensure that the work is performed in

a good and workmanlike manner and generally in accordance with all applicable rules,

regulations and requirements of the governmental entities having jurisdiction over the

construction of the Segment I Project. Houston shall immediately notil3’ the Authority

Representative of any significant contract issues or problems which may adversely affect

the Segment I Project or its scheduled completion date.

3.5.4 Houston shall include in the construction contract with a Construction Contractor a

requirement that the Construction Contractor achieve substantial completion of the

Segment I Project no later than the Completion Date, provided that Houston may require

substantial completion at an earlier date. In addition, Houston shall also include a

paragraph in the construction contract that provides for liquidated damages in the amount
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of $50,000 per day in the event of a delay by the Contractor in achieving substantial

completion beyond the Completion Date. Notwithstanding the foregoing, at the time of

contracting with the Construction Contractor, the Utility Official and the Authority

Representative shall review the appropriateness of the aforementioned amount of

liquidated damages and may agree in writing to a different amount to be included in the

construction contract for Segment I. In addition, Houston shall include in such contract a

paragraph that is substantially similar to the following:

‘Contractor acknowledges the City’s commitments to the Central Harris County

Regional Water Authority, North Harris County Regional Water Authority, West

Harris County Regional Water Authority and North Fort Bend Waler Authority

(“Authorities”) under the Third Supplement to Water Supply Contract For The

Northeast Transmission Line-Segment I (“Third Supplement”) and agrees that

the Authorities will suffer damages in the event of a delay by the Contractor in

achieving substantial completion beyond the Completion Date provided in such

Third Supplements. Without limiting anything set forth elsewhere in this

construction contract regarding liquidated damages, Contractor acknowledges

that the Authorities’ damages are an intended factor in the calculation of the

amount of the liquidated damages hereunder and agrees that each of the

Authorities are singularly arid collectively third-party beneficiaries of the

Contractor’s obligation to pay liquidated damages under this construction

contract. Contractor and the City of Houston acknowledge and agree that this

paragraph is an express exception to the limitation on third-party rights set forth

elsewhere in this construction contract and a material inducement to obtain

finding of this construction contract by the Authorities in accordance with their

respective Third Supplements. However, nothing in this paragraph is intended to

provide the Authorities with an independent right of action against the

Contractor; it being understood that the City will be responsible for the

enforcement of the rights of the Authorities under this paragraph.”

The Utility Official and Authority Representative may agree in writing to modifications

to this Section.
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3.6 Change Orders to Construction Contracts. The Utility Official shall submit any change orders

with a value over five percent (5%) of the original construction contract price to the Authority

Representative for review, If the Authority Representative does not make written objections

within five (5) business days after receipt of the change order, Houston may assume the Authority

has no comments to such change; provided, however, that additional time for review and

comment may be granted by Houston to the Authority, upon request, if such additional time will

not adversely affect the construction schedule of Segment 1. If an objection is made by the

Authority, Houston shall reasonably consider same and use good faith efforts to address the

objection where practical. Notwithstanding the foregoing, Houston shall not be allowed to

approve a change order to a construction contract if the change order allows substantial

completion of a Segment I to occur after the Completion Date without the prior written approval

of the Authority Representative.

3.7 Site Visits and Reports. Houston shall provide the Authority Representative with notice of and an

opportunity to participate in any final inspection and/or walk-through of the completed Segment 1

Project, including participation in the development of final punch lists and final acceptance

thereof

3.8 Ownership and Segment I Capacity. Unless otherwise agreed in writing by Houston and the

Authority, Houston shall hold legal title to Segment I; provided, however, that Houston and the

Authority shall each have an undivided equitable interest in the use and benefit of Segment I

Capacity, in accordance with their respective Pro Rata Shares of Segment I Capacity.

3.9 Books, Records and Dat& All books, test data, charges, and other records relating to the

rendering of and billing for the Project Costs (collectively, the “Construction Records”) shall be

preserved by Houston in accordance with Houston’s records retention schedules, if any, and

otherwise in compliance with all laws and regulations regarding the same, but in no case less than

two (2) years following the completion of an AUP Report for the Segment I Project.

3.9.1 Houston shall make such Construction Records available to the Authority for inspection

at Houston’s place of business in Harris County, Texas during normal business hours.
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3.9.2 Houston shall make available to the Authority for review all information, data and

records concerning the discharge flow rate and pressures through Segment I and all

relevant data related to the Houston System located between the NEWPP and Segment 2.

3.10 Time of Completion. Houston agrees to proceed with due diligence to construct Segment I in

order to provide Water to the Authority in accordance with the terms of this Third Supplement.

ARTICLE IV

PAYMENT OF PROJECT COSTS

4.1 Funds Held in Trust: Limitations on Use. Until funds remitted to Houston by the Authority are

expended in accordance with this Third Supplement, all payments from the Authority to Houston

for the Segment I Project shall (i) continue to be hinds of the Authority, held by Houston in trust

for the benefit of the Authority; (ii) be deposited only into the Project Account; (iii) be invested

only in Authorized Investments, with all earnings and interest thereon inuring to the benefit of the

Authority; and (iv) be applied only to the Authority’s Pro Rata Share of Project Costs.

4.2 General Invoice & Payment ReQuirements. Except as otherwise provided in this Third

SuppLement, this Section applies to all invoices for Project Costs Houston sends to the Authority

and the corresponding payments the Authority sends to Houston pursuant to this Third

Supplement.

4.2.1 The Utility Official shall cause invoices to be sent to the Authority Representative at the

times and in the manner contemplated in Sections 4.4 (Engineering Payments) and 4.5

(Construction Payments). Houston shall include the following information on any such

invoice: (a) a detailed breakdown of the Project Costs included therein; (b) the Pro-Rata

Share of same to be paid by each of the Segment I Project Parties; (c) the then-current

balance of the Project Account and the allocation of such balance to each Segment I

Project Party.

4.2.2 Unless the Authority Representative objects in writing to such invoice within five (5)

business days after receipt of same, Houston may assume the Authority has no comments

to the invoice; provided, however, that additional time for review and comment may be

granted by Houston to the Authority, upon request, if such additional time will not
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adversely affect the construction schedule of Segment I. If an objection is made by the

Authority, Houston shall reasonably consider same and use good faith efforts to address

the objection where practical.

4.2.3 Within 45 days of receipt of an invoice, the Authority shall pay to Houston the amount

stated in such notice.

4.3 Previously Appropriated Project Costs. The Authority acknowledges that Houston has

appropriated funds for Project Costs prior to November 1, 2015. As a pre-condition to entering

this Third Supplement, the Authority hereby agrees to pay its Pro Rata Share of such Project

Costs appropriated by Houston prior to November 1, 2015, which the Parties hereby agree is

$48,450, as stated on Exhibit “E”. The Authority agrees to pay Houston such $48,450 within

ninety (90) days of the Effective Date. The Authority is not responsible for any Project Costs

appropriated by Houston prior to November 1, 2015, other than such $48,450, which amount

includes Houston’s internal costs related to the Segment I Project incurred prior to November 1,

2015. The Utility Official shall have the authority to draw such funds from the Project Account,

according to the Authority’s Pro Rata Share, in order to reimburse Houston for Project Costs

previously paid by Houston and pay for Project Costs directly, all after presentation of invoices to

the Authority Representative for such Project Costs.

4.4 Engineering Payments. After receiving proposals and prior to engaging a design engineer for the

Segment I Project, the Utility Official shall invoice the Authority for the Engineering Payment in

accordance with Section 4.2 (General Invoice & Payment Requirements). Houston shall use an

Engineering Payment solely to pay the Authority’s Pro Rata Share of the Engineering Costs for

the Segment I Project. If at any time after the Authority pays the Engineering Payment, the

Utility Official determines, in his or her reasonable discretion, that the Engineering Payment will

be insufficient to fund the Authority’s Pro Rata Share of Engineering Costs through final

completion of Segment I, the Utility Official shall invoice the Authority for its Pro Rata Share of

such shortfall according to the provisions of Section 4.2 (General Invoice & Payment

Requirements).

4.5 Construction Payments. After receiving bids from prospective contractors and selecting a

Construction Contractor to whom the Utility Official will recommend Houston award the

construction contract for the Segment 1 Project, the Utility Official shall invoice the Authority
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for its Construction Payment in accordance with Section 4.2 (General Invoice & Payment

Requirements), which shall be in the amount of the Authority’s Pro Rata Share of such

construction contract, plus up to an additional five percent (5%) of such amount to fund

construction contingency items. Houston shall use Construction Payments solely to pay the

Authority’s Pro Rata Share of Project Costs.

4.6 Payment of Pay Estimates for Construction Costs. The Utility Official shall review the monthly

pay estimates related to the construction of the Segment I Project as submitted by the

Construction Contractor. If Houston accepts the work as having been performed in general

conformance with the construction contract, the Utility Official shall submit such pay estimate to

the Authority Representative, including each Segment I Project Party’s respective Pro Rata Share

of same. The Authority Representative may provide written comments, if any, within five (5)

business days following the date same is received by the Authority Representative. The Utility

Official shall reasonably consider such comments and use good faith efforts to satisfy same where

practical. Houston shall then be entitled to draw on the Project Account to pay the Authority’s

Pro Rata Share of the pay estimate(s). Following final completion of Segment I and acceptance

of the same by Houston and the Authority and, if applicable, any other appropriate governmental

entity, Houston shall issue a certificate of completion and the final pay estimate from the

Construction Contractor shall be submitted to the Authority Representative for review.

4.7 AUP Reports. Within sixty (60) days of Houston’s issuance of its audited annual financial

statement following final completion of the Segment I Project, but in no event later than the

following March 1, Houston shall initiate the preparation of an AUP Report for the Segment 1

Project in order to verify that the Authority has paid its appropriate share of Project Costs. Such

AUP shall also verify that Houston used the funds paid by the Authority under Section 4.3

(Previously Appropriated Project Costs): (i) to reimburse itself for the Authority’s Pro Rata Share

of Project Costs incurred by Houston, andlor (ii) to pay for the Authority’s Pro Rata Share of

Project Costs. Each Segment AUP Report shall be prepared in accordance with the accounting

procedures to be agreed upon by the Utility Official and the Authority Representative and shall

take into account all Project Costs, the Authority’s Pro Rata Share of such costs, any liquidated

damages owed to the Authority pursuant to Section 3.5.4 hereof (based on the Authority’s Pro

Rata Share of Sub-Segment A), and any earnings and interest accrued on the Authority’s pre

payment of Project Costs.
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4.7.1 Houston shall cause the AU? Report to be completed within one-hundred twenty (120)

days after it is initiated. Houston shall engage an independent certified public accounting

firm to conduct the AU? Report. As soon as such firm has completed the AU? Report,

Houston shall submit a copy of such AU? Report to the Authority for review. The

Authority shall have sixty (60) days to review the AUP Report and to provide comments

on same to Houston. Houston shall address the Authority’s comments and approve the

final AU? Report within thirty (30) days of receipt of the Authority’s comments, unless

the Authority Representative and the Utility Official agree otherwise. Notwithstanding

the foregoing, the Utility Official and the Authority Representative may agree in writing

to vary the aforementioned schedule for completion of the AU? Report.

4.7.2 In accordance with the AUP Report, Houston and the Authority agree to “true-up” the

payments for Project Costs such that if the Authority has underpaid its Pro Rata Share of

Project Costs, Houston will invoice the Authority in accordance with Section 4.2

(General Invoice & Payment Requirements). Conversely, if the Authority has overpaid

any such costs according to the AUP Report, Houston will pay the amount of such

overpayment to the Authority within 45 days of Houston’s approval of the AU? Report.

The process described in this sub-section shall be referred to herein as a “True-up.”

ARTICLE V

COMPONENT PARTS OF SEGMENT 1 INCLUDED IN DEFINED TERMS

OF WATER SUPPLY CONTRACT

5.1 Transmission Facilities. Upon substantial completion of Sub-Segment A, Sub-Segment A is

included in the definition of Transmission Facilities in the Water Supply Contract, aLL provisions

of the Water Supply Contract applicable to Transmission Facilities apply to same, and Exhibit

“IF’ to the Original Contract is amended to include that portion of Exhibit “C” hereto that

depicts Sub-Segment A.

ARTICLE VI

GENERAL MISCELLANEOUS PROVISIONS

6.1 Term and Expiration. This Third Supplement shall be in force and effect from and after the

Effective Date and shall expire at noon on January 1, 2080. At such time as this Third
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Supplement is no longer in force and effect, if requested in writing by the Authority, Houston

agrees to continue to provide water to the Authority through Segment I upon the payment of

reasonable rates and charges therefor which lake into account the capital payments paid by the

Authority to Houston pursuant to this Third Supplement (and any amendments or supplements

thereto) and the Authority’s equitable interest described below. Upon the date this Third

Supplement is no longer in force and effect, the Authority will continue to own the right lo use its

Pro Rata Share of Segment I Capacity. The immediately preceding two (2) sentences shall

survive the expiration or termination of this Third Supplement.

6.2 Ingress and Egress. During the term of this Third Supplement, and upon the giving of prior

notification to the Authority, Houston shall have the right of ingress and egress in, upon, under

and over any and all land, easements and rights-of-way of the Authority on which Houston, with

the Authority’s consent, constructs facilities to deliver Water to the Authority.

6.3 Assignments. This Third Supplement shall bind and benefit the respective parties and their legal

successors, but shall not otherwise be assignable, in whole or in part, by either party without first

obtaining written consent of the other. ‘Assignment” as used herein means assignment in law or

otherwise.

6.4 Subiect to Law. This Third Supplement shall be subject to all present and future valid laws,

orders, rules and regulations of the United States of America, the State of Texas, any regulatory

body having jurisdiction and the Charter and Ordinances (to the extent the Ordinances are not

inconsistent with this Third Supplement) of the City of Houston, Texas. In order to protect the

Houston System it is specifically agreed that the Authority System shall be constructed and

operated to comply with the rules promulgated by the Texas Commission on Environmental

Quality, or any successor agency, the Houston Plumbing Code, and the policy of requirements of

the Utility Official regarding backflow prevention and cross connections. Should a condition in

violation of these requirements be discovered, the Authority shall promptly cure same.

6.5 No Additional Waiver Implied. The failure of either party hereto to insist, in any one or more

instances, upon performance of any of the terms, covenants or conditions of this Third

Supplement, shall not be construed as a waiver or relinquishment of the future performance of

any such term, covenant or condition by the other party hereto, but the obligation of such other

party with respect to such future performance shall continue in full force and effect.
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6.6 Mereer and Conflicts. This instrument contains all the agreements made between the parties

with regard to Segment 1, the Segment I Project, and the Segment 1 Capacity. This Third

Supplement merges the prior negotiations and understandings of the parties and embodies the

entire agreement of the parties in relation to Segment 1, the Segment I Project, and the Segment I

Capacity. No other agreements, assurances, conditions, covenants (express or implied), or other

terms of any kind, exist between the parties regarding Segment 1, the Segment I Project, and the

Segment I Capacity contemplated in this Third Supplement. This Third Supplement shall control

over the Water Supply Contract with respect to the matters addressed in this Third Supplement,

including, without [imitation: (i) the Segment I Project and all payments from the Authority

related to the same, (ii) the Authority’s Segment I Reservation and all payments related to the

same. Except to the extent inconsistent with this Third Supplement, all terms of the Water

Supply Contract remain in hill force and effect.

6.7 Notices. Until the Authority is otherwise notified in writing by Houston, the address of Houston

is and shall remain as follows:

City of Houston
Utility Official of Public Works and Engineering Department
P.O. Box 1560
Houston. Texas 7725 1-1560

Until Houston is otherwise notified in writing by the Authority, the address of the

Authority is and shall remain as follows:

North Harris County Regional Water Authority
do General Manager
3648 FM 1960 West, Suite 110
Houston, Texas 77068

All written notices, statements and payments required or permitted to be given under this

Third Supplement from one party to the other shalL be deemed given by the deposit in a United

States Postal Service mailbox or receptacle of certified or registered mail, with proper postage

affixed thereto, addressed to the respective other party at the address set forth above or at such

other address as the parties respectively shall designate by written notice.
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6.8 Authorship. The parties agree that this Third Supplement shall not be construed in favor of or

against either party on the basis that the party did or did not author this Third Supplement.

6.9 Parties in Interest. This Third Supplement shall be for the sole and exclusive benefit of the

parties hereto and shall not be construed to confer any rights upon any third pasty. Houston shall

never be subject to any liability in damages to any customer of the Authority for any failure to

perform under this Third Supplement.

6.10 Captions. The captions appearing at the first of each numbered Section in this Third Supplement

are inserted and included solely for convenience and shall never be considered or given any effect

in construing this Third Supplement, or any provisions hereof, or in connection with the duties,

obligations, or liabilities of the respective parties hereto or in ascertaining intent, if any questions

of intent should arise.

6.11 Enforcement. The City Attorney or his or her designee shall have the right to enforce all of

Houston’s Legal rights and obligations under this Third Supplement without further authorization.

6.12 Approvals. Unless otherwise provided for herein, any consent or approval of the parties shall be

made by the governing body of each party.

6.13 Time of Essence: Force Maieure. Time is of the essence with respect to performance of all

obligations set forth in this Third Supplement. The Force Majeure provisions of the Original

Contract apply to this Third Supplement; provided, however, Force Majeure does not excuse a

failure to timely satis1’ Engineering Payment or Construction Payment obligations.

6.14 Default and Remedies. Default shall occur only in the event either party fails to adhere to its

respective obligations hereunder. In such event, the non-defaulting party shall give the defaulting

party: (i) written notice describing such default and the necessary cure therefor; and (ii) the

opportunity to cure such default or provide an acceptable plan to cure the default within no less

than thirty (30) days of receipt of such notice. If the default is cured within the specified time

period to the satisfaction of the non-defaulting party, then no ifirther action shall be taken by the

non-defaulting party. If the default is not cured or an acceptable plan to cure the default is not

submitted within the specified time period to the satisfaction of the non-defaulting party, the non-

defaulting party may pursue any available remedies existing at law or in equity. This Section shall
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not be considered as speciing the exclusive remedy or procedure for remedy for any default,

mid all remedies existing at law mid in equity are to be available to either party; provided,

however, that the parties may submit their dispute in good faith to non-binding mediation, the

costs of which will be shared equally by the parties, prior to either party filing suit for any default

under this Third Supplement.

6.15 Severability. The provisions of this Third Supplement are severable, and if any provision or part

of this Third Supplement or the application thereof to any person or circumstance shall ever be

held by any court of competent jurisdiction to be invalid or unconstitutional for any reason, the

remainder of this Third Supplement and the application of such provision or part of this Third

Supplement to other persons or circumstances shall not be affected thereby.

6.16 Goods and Services. Houston and the Authority expressly acknowledge and agree that this Third

Supplement constitutes a contract by which each party is providing goods and/or services to the

other party and that this Third Supplement is subject to the provisions of Subchapter C, Chapter

271, of the Texas Local Government Code.

6.17 Written Amendment. Unless otherwise specified elsewhere in this Third Supplement, this Third

Supplement may be amended only by written instrument executed by the governing bodies of

Houston and the Authority.

6.18 Exhibits. Kvhibits “A” thsough “E” attached to this Third Supplement are hereby incorporated

herein for all purposes.

6.19 Rates. Houston and the Authority each represent and certi1’ that it will have on hand and

lawftdly available sufficient funds to make its payments due hereunder. Houston and the

Authority each recognize its respective duty to, and covenants and agrees that at all times it will,

establish, maintain, and from time to time adjust, the rates, fees, and charges for the services it

provides to its customers in order to generate revenue therefrom, together with funds received

from any other lawful source, sufficient to fund its obligations under this Third Supplement.

[EXECUTION PAGES FOLLOW]
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IN WITNESS WHEREOF, the parties hereto have executed this Third Supplement in multiple

copies, each of which shall be deemed to be an original, effective on the date of countersignature

indicated below.

NORTH HARRIS COUNTY
REGIONAL WATER AUTHORITY

BYAJ.Rendl,Pr.nt

ATTEST: DATE APPROVED:

fly: 14
Lenox A. Sigler, Secre(iy

APPROVED:

By:

eneral Manager

(AUTHORITY SEAL)
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Exhibit A Participation Table

Segment 1: subsegment A (120-inch Une)

Percent

NHCRWA 113.00 MGD 35.313%

CHCRWA 4.88 MGD 1.525%

WHCRWA 82.42 MGD 25.756%

NFBWA 68.50 MGD 21.406%

City of Houston 51.20 MGD 16.000%

Total = 320.00 MGD 100.00%

Segment 1: subsegment B (96-inch line)

NHCRWA 0 MGD 0%

CHCRWA 0 MCD 0%

WHCRWA 82.42 MCD 54.61%

NFBWA 68.50 MCD 45.39%

City of Houston 0 MCD 0%

Total = 150.92 MGD 100.00%
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EXHIBIT E

NETL PROJECT COST APPROPRIATED BEFORE NOVEMBER 1, 2015— SEGMENT 1

NFBWA

NOTES

1. There was no appropriation on Sub-Segment B Project as of 11/1/2015

2. Pro Rata Shares based on Participation Table (Exhibit A)

Construction
Engineering (excluding Cost Recovery Amounts)

Construction Contingency

Cost Recovery Amounts

Real Estate

S 107,187

S 0

$ 0

5 30,015

N H CRWA

5 0

TOTAL

Pro Rata Share2 of Total

CH CRWA

Cost by Category Appropriation1 from Inception to 10/31/2015

TOTAL $ 137,202

WHCRWA

5 137,202

City of Houston

S 48,450

S 2,093

S 35,338

S 29,369

S 21,952
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FOURTH SUPPLEMENT TO WATER SUPPLY CONTRACT
BETWEEN THE CITY OF HOUSTON, TEXAS AND THE NORTH HARRIS COUNTY

REGIONAL WATER AUTHORITY

FOR THE NORTHEAST TRANSMISSION LINE—SEGMENT 2

THIS FOURTH SUPPLEMENT TO WATER SUPPLY CONTRACT BETWEEN THE

CITY OF HOUSTON, TEXAS AND THE NORTH HARRIS COUNTY REGIONAL WATER

AUTHORITY FOR THE NORTHEAST TRANSMISSION LINE—SEGMENT 2 (this “Fourth

Supplement”) is made by and between the CITY OF HOUSTON, TEXAS (“Houston”) and the NORTH

HARRIS COUNTY REGIONAL WATER AUTHORITY (the “Authority”) for the purpose of

providing for the construction of an additional large-diameter water transmission line from Houston’s

Northeast Water Purification Plant to the Authority’s transmission and distribution system. This Fourth
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ARTICLE I.

RECITALS

1.1 Houston is a home-rule municipality, principally located in Harris County, Texas. Houston owns

a waler treatment and distribution system. Houston and the Authority, as ‘veil as the West Harris

County Regional Water Authority, the North Fort Rend Water Authority, and Central Harris

County Regional Water Authority (collectively, the “Other Authorities”), plan to construct a

transmission line from Houston’s Northeast Water Purification Plant located at 12121 North Sam

Houston Parkway East, Humble, Texas 77396 (“NEWPP”). The transmission line will consist of

two (2) segments, one (1) 120-inch segment running ‘vest from inside the NEWPP to a point

where it connects to a 96-inch line running soulhwest approximately 200 feet to the property line

of a meter station site owned by the West Harris County Regional Water Authority, as generally

shown and labeled as Segment I on Exhibit “C” (“Segment 1”), and a second (20d) segment of

water line of a size to be determined in the future from the end of Segment 1, generally following

the public rights-of-way and future easements along Beltway 8 to the ‘vest side of Interstate 45 to

a point depicted on Exhibit “C” attached hereto (“Segment 2”).

1.2 The Authority is a Texas conservation and reclamation district organized and operating under the

provisions of House Bill No. 2965, Seventy-Sixth Legislature, as amended, and the Texas Water

Code, as amended.

1.3 The Authority has entered into Contract No. 54614, dated December 16, 2002 (the “Original

Contract”), with Houston for the purchase by the Authority of treated surface water from the

NEWPP.

1.4 Houston arid the Authority executed a First Supplement to Water Supply Contract (“First

Supplement”) to provide for the cost sharing, permitting, engineering, surveying, construction,

and right-of-way and site acquisition necessary for the Luce Bayou Interbasin Transfer Project

(“Luce Bayou”) to convey untreated water from the Trinity River to Lake Houston, which

Houston approved pursuant to Ordinance 2009-0052 (January 28, 2009).

1.5 Houston and the Authority executed a First Amendment to the First Supplement (“First

Amendment”) in order to clarify certain funding for Luce Bayou, which Houston approved

pursuant to Ordinance 2013-0044 (January 22, 2013).
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1.6 Houston and the Authority executed a Second Supplement to Water Supply Contract (Second

Supplement) in order to provide for the cost sharing, permitting. engineering, surveying.

construction, and right-of-way and site acquisition (if any) necessary for a 320 MGD expansion

of the NEWPP, which Houston approved pursuant to Ordinance 2015-0139 (Februan’ 25, 2015).

The Original Contract, First Supplement, First Amendment and Second Supplement are referred

to herein, collectively, the “Water Supply Contract.”

1 .7 Houston and the Authority intend to execute a contract contemporaneously with the execution of

this Fourth Supplement, to provide for the cost sharing, permitting, engineering, surveying and

construction necessary for Segment I (“Third Supplement”).

1.8 Houston has executed contracts with each of the Other Authorities that are substantially similar to

the Water Supply Contract and intends to execute contracts with each of the Other Authorities

that are substantially similar to the Third Supplement. Houston also intends to execute a contract

with the Central Authority that is substantially similar to this Fourth Supplement.

1.9 Houston has commenced acquisition of the rights-of-way, sites and easements necessary for

Segment 2, and shall complete acquisition of all such rights-of-way, sites and easements in

sufficient time to proceed with the construction and operation of Segment 2.

1.10 Houston has commenced engineering work for Segment 2, and hereby represents that such

engineering work for the Segment 2 will be completed in a good and workmanlike manner and in

accordance with all applicable rules, regulations and requirements of all applicable governmental

entities having jurisdiction over the design, construction or operation of Segment 2. Contingent

upon the Authority and the Central Authority timely satisfying their obligations to make

payments to Houston under this Fourth Supplement. Houston and the Authority intend for

Houston to cause the Segment 2 Project to be substantially complete not later than August 31,

2021.

1.11 The Authority desires to participate with Houston in the Segment 2 Project (as defined below) in

order to convey to the Segment 2 Point(s) of Delivery the treated surface water the Authority has

contracted to receive pursuant to the Water Supply Contract.
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1.12 Houston and the Authority desire to participate in this Fourth Supplement to clarify and agree to

the terms for the cost sharing, permitting, engineering, surveying, construction, and right-of-way

and site acquisition operation, and maintenance necessary for Segtnent 2 and to amend the

definitions of certain terms in the Water Supply Contract to include the facilities being

constructed by the Segment 2 Project.

1 .13 Houston is authorized to enter into this Fourth Supplement pursuant to its Home Rule Charter and

Section 49.068 of the Texas Water Code.

1.14 The Authority is authorized to enter into this Fourth Supplement pursuant to Section 49.068 of

the Texas Water Code.

ARTICLE II

DEFINJTIONS

Unless the context requires otherwise, capitalized terms in this Fourth Supplement shall have the

meaning provided in the Water Supply Contract. In addition, unless the context requires otherwise, the

following terms used in this Fourth Supplement shall have meanings provided below. In the event of a

conflict between the definition of a term provided in the Water Supply Contract and that provided in this

Fourth Supplement, the definition in this Fourth Supplement shall control for purposes of this Fourth

Supplement.

2.1 “AUP Report” means a report and associated findings obtained by Houston to review the

accounting for and allocation to the parties of Project Costs which is produced by an independeni

accounting firm engaged by Houston under an agreed-upon procedures engagement conducted in

accordance with (i) Sections 4.10 or 4.11 of this Fourth Supplement, and (ii) the Statements on

Standards for Attestation Engagements published by the American Institute of Certified Public

Accountants.

2.2 Authorized (nvestments means investment pool(s): (I) that comply with the requirements of

Houston’s investment policy and Texas Government Code Chapter 2256, and (ii) in which

Houston’s funds (in addition to funds from the Authority) may be invested.
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2.3 “Authority Representative” shall mean the Authority’s General Manager, or an alternative

individual approved by the General Manager, which individual may be changed from time to

time.

2.4 “Authority’s Segment 2 Reservation” is 113 MGD, as reflected on Exhibit “A” (Participation

Table) and constitutes the Authority’s Treated Water Facilities Demand Allocation in Segment 2.

2.5 “Central Authority” shall mean the Central Harris County Regional Water Authority and any

successor entity thereto.

2.6 “Completion Date” shall mean the date by which all Sub-Segments must be substantially

complete, which is August 31, 2021, or such other date on which the Utility Official and the

Authority Representative may agree in writing, subject to (I) the Authority’s timely compliance

with its obligations to pay as provided in this Fourth Supplement. (ii) the Other Authorities’

timely compliance with their obligations to pay as provided in agreements that are substantially

similar to this Fourth Supplement, and (iii) Houston’s customary terms and provisions within its

construction contracts regarding extension of time.

2.7 “Construction Contractor” shall mean a contractor with which Houston contracts for the

construction of a Sub-Segment.

2.8 “Construction Costs” shall mean the costs associated with the construction of the Segment 2

Project, including all reasonable costs for labor, equipment, materials, and related Cost Recovery

Amounts.

2.9 “Construction Sub-Segment Payment” means the Authority’s Pro Rata Share of Construction

Costs and Contingencies for a specific Sub-Segment.

2.10 “Contingencies” shall mean an allowance to fund unforeseen changes in or additions to the work

that is the subject of a contract or proposed contract with a Construction Contractor.

2.11 “Contingencies Fund” shall mean a sub-account within the Project Account that shall contain all

funding for Contingencies which may arise during the Segment 2 Project.
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2.12 “Continaencies Ratio shall mean the quotient of (a) the then-current balance of the

Contingencies Fund; divided by (b) the total of all Construction Costs reflected in the then-

current Project Budget for (i) contracts with a Construction Contractor that are not then

substantially complete, and (ii) such contracts for which the Authority Representative has

received documents in accordance with Section 3.6. (Construction Contracts).

2.13 “Cost Recovery Amounts” means the portion of the costs of Houston’s employees’ salaries,

associated benefits, overhead, and itemized costs paid from the cost recovery fund (Houston’s

Fund 1001), that are allocated and attributable to the Segment I Project for the period beginning

on July I. 2015, and concluding as of the date of final completion of the Segment 2 Project and

shall be calculated in the same manner as provided in Section 3.13 of the Second Supplement.

2.14 “Effective Date” shall mean the date on which the Houston Controller countersigns this Fourth

Supplement.

2.15 “Entzineerina Costs” shall mean the costs for engineering work associated with the Segment 2

Project, including all reasonable costs for the planning, management, oversight, inspection, basis

of design, engineering design, geotechnical investigations, surveys, estimates, materials testing,

plans, specifications, investigations, related Cost Recovery Amounts, necessary permitting, and

regulatory review/approval.

2.16 “Engineering Sub-Segment Payment” shall mean the Authority’s Pro Rata Share of the

Engineering Costs necessary for Houston to fund such costs for a particular Sub-Segment.

2.17 First Amendment” shall have the meaning given in Section 1.5 above.

2.18 “First Supplement” shall have the meaning given in Section 1.4 above.

2.19 “Fiscal Year” shall mean Houston’s fiscal year, as determined from time to time by Houston,

which currently expires on June 30” of each calendar year.

2.20 “MGD” shall mean million(s) of gallons per day of Water.

2.21 “NEWPP” shall have the meaning given in Section 1.1 above.
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2.22 “Ori&nal Contract” shall have the meaning given in Section 1.3 above.

2.23 “Other Authorities” shall have the meaning given in Section 1.1.

2.24 “Pro Rata Share” shall mean the proportion of the Segment 2 Capacity allocable to each party

stated as a percentage, as specifically set forth on Exhibit “A” hereto.

2.25 “Project Account” shall mean a segregated fund established and controlled by Houston for the

receipt and disbursement of the funds of the Authority and the Central Authority, and used by

Houston to pay the Authorih’s and Central Authority’s respective Pro Rata Shares of Project

Costs, as set forth herein.

2.26 “Proiect Budet” shall mean the chart attached as Exhibit “B”, which (a) reflects the estimated

Project Costs for each Sub-Segment, including any Project Costs funded pursuant to Section 4.3

(Previously Appropriated Project Costs), and (b) will be updated in accordance with this Fourth

Supplement to reflect the updated estimated and actual Project Costs.

2.27 “Project Costs” shall mean Real Estate Costs, Engineering Costs, Construction Costs, and

Contingencies, except any of such costs which are incurred exclusively for the benefit of one

party and with that path’s prior written approval.

2.28 “Real Estate Costs” shall mean the cost of acquisition of interests in land, title documents and

services, legal costs, including court costs and fees, and other related charges required to secure

the easements, rights of way, and other property interests necessary and/or desirable to construct

Segment 2.

2.29 “Real Estate Fund” shall have the meaning given in Section 4.2.1 below.

2.30 “Schedule” shall mean the chart attached hereto as Exhibit “D” which reflects the currently

estimated timing of work items necessary’ to complete the Segment 2 Project.

2.31 “Second Supplement” shall have the meaning given in Section 1.6 above.
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2.32 “Seament I” shall have the meaning given in Section 1.1.

2.33 “Seament 2” shall have the meaning given in Section 1.1.

2.34 “Seament 2 Capacity” shall mean the Water transmission capacity of Segment 2, as reflected in

Exhibit “A.”

2.35 “Serzment 2 Point(s) of Delivery” shall mean the output flange(s) on or the welded joint to the

connection on Segment 2 that will serve the Authority under the provisions of the Water Supply

Contract, as more particularly identified and described on Exhibit “C” attached hereto and

incorporated herein for all purposes, or such other location(s) on which the Utility Official and

the Authority Representative may agree in writing.

2.36 “SeEmeni 2 Point(s) of Measurement” shall mean the location of the meter al which Houston

shall measure the Authority’s consumption of Water from Segment 2, as more particularly

described on Exhibit “C” attached hereto; provided, however, that the Segment 2 Point(s) of

Measurement may be at different locations than the Segment 2 Point(s) of Delivery, or at such

other location(s) on which the Utility Official and the Authority Representative may agree in

writing.

2.37 “Seizment 2 Project” shall mean the project for design, property acquisition, and construction of

Segment 2.

2.38 “Sezment 2 Project Parties” shall mean, collectively, Houston, the Authority and the Central

Authority. “Seament 2 Project Party” shall mean one (1) of the Segment 2 Project Parties.

2.39 “Sub-Seament” means one of the twelve (12) discrete portions of the Segment 2 Project depicted

in Exhibit “C’,”as such discrete portions may be altered as agreed upon in writing by the Utility

Official and the Authority Representative from lime-to-time during the Segment 2 Project.

2.40 “Sub-Seament AUP Report” shall mean the AUP Report prepared to review the accounting for

and allocation to the parties of the Project Costs for a specific Sub-Segment.

2.41 “True-up” shall have the meaning assigned in Section 4.10.2 below.
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2.42 “Utility Official” shall mean the Director of the Department of Public Works and Engineering of

Houston, or any other person who may hereafter exercise the functions of said Director under the

applicable Ordinances of Houston.

2.43 “Waler” shall mean potable treated surface water from the Houston System.

2.44 “Water Supply Contract” shall have the meaning given in Section 1.8 above.

ARTICLE III

DESIGN AND CONSTRUCTION OF SEGMENT 2

3. I Enaineering & Construction by Houston.

3.1.1 Houston shall consider the Authority as a major participant with Houston in Segment 2

and as such shall afford the Authority all reasonable opportunities to participate in the

major decisions concerning the Segment 2 Project. To that end, the Authority

Representative shall be invited to attend all design scoping, design consideration. pre-bid,

pre-construction, and progress meetings held in connection with the Segment 2 Project.

3.1.2 Subject to the Authority providing funding for its Pro-Rata Share of Project Costs as

provided herein, Houston shall be responsible for the permitting, engineering, surveying,

construction, right-of-way and site acquisition, operation, and maintenance necessary for

Segment 2 such that Segment 2 is capable of delivering the Segment 2 Reservation to the

Segment 2 Point(s) of Delivery.

3.1.3 Houston shall cause Segment 2 to be designed in a manner capable of delivering the

Authority’s Segment 2 Reservation to each of the Segment 2 Point(s) of Delivery at a

pressure, measured in pounds per square inch (“PSI”), in accordance with the Texas

Commission on Environmental Quality standards for municipal treated water systems.

3.1.4 Within 45 days of Effective Date, the Utility Official shall cause an engineering report

for the Segment 2 Project, which shall be signed and sealed by a licensed professional

engineer, to be completed and provided to the Authority Representative. Such report
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shall include, but may not be limited to, the following: (i) the results of all modeling

performed for Segment 2, including the assumed system parameters used to complete all

such modeling, the resultant system pressure at the Segment 2 Point(s) of Delivery, and

the modeling performed to assess potential water quality concerns during Segment 2

operation; (ii) recommendation regarding the necessity of additional disinfection facilities

along Segment 2, and the cost of constructing same if so recommended; (iii) an overall

review of the Project concept, including without limitation the size of the Segment 2

pipeline, impact of various allocations of water delivery among the Segment 2 Point(s) of

Delivery, and water quality solutions, all based on the results of the findings and analysis

from items (i) and (ii) above; and (iv) any other items agreed upon by the Utility Official

and the Authority Representative. If during preparation or upon receipt of the above-

referenced engineering report the Authority Representative requests in writing a

supplemental engineering report and includes in such request its desired scope for such

report, the Utility Official and the Authority Representative shall agree to an additional

scope of work for the supplemental engineering report and the Utility Official shall

obtain such report within a reasonable time thereafter.

3.1.5 To the extent that the Houston is not required to appropriate additional funds, the Utility

Official and the Authority Representative may agree in writing to modify the size and/or

scope of the Segment 2 Project or the Authority’s Segment 2 Reservation. In the event of

such an agreement, the Utility Official and the Authority Representative may also agree

in writing to conforming amendments to the Exhibits to this Fourth Supplement.

3.2 Construction of SeEment 2. Segment 2 shall be constructed pursuant to one (I) or more

construction contracts to be entered into by Houston at such time as it is determined reasonably

necessary by Houston to achieve completion of the Segment 2 Project on or before the

Completion Date, and to meet the Schedule attached hereto as Exhibit “D” (Schedule). The

Utility Official has provided estimates of the Real Estate Costs, Engineering Costs, Construction

Costs, and Contingencies for the Segment 2 Project, as well as the manner of calculation of such

costs and the Segment 2 Project Parties’ respective Pro Rata Shares of such costs, all as more

specifically set forth on Exinbit “B” (Project Budget). The Utility Official shall cause an

updated Project Budget to be regularly prepared and promptly provided to the Authority

Representative throughout the Segment 2 Project. However, such updates to the Project Budget

shall not constitute an amendment to Evhthit “B” hereto.
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3.3 Allocation of Searnent 2 Capacity and Project Costs. The Segment 2 Capacity is based on certain

assumptions including, but not limited to, the Authority’s Segment 2 Reservation, as provided in

Exhibit “A” (Participation Table).

3.3.1 The Authority’s Pro Rata Share of Segment 2 Capacity shall be determined by the

following formula:

C = B/A

Where: “A” is the Segment 2 Capacity for the Sub-Segment.

“B” is the Authority’s Segment 2 Reservation for the Sub-Segment.

“C” is the Authority’s Pro Rata Share of Segment 2 Capacity for the Sub

Segment.

3.3.2 The Authority’s Pro Rata Share of Project Costs for each Sub-Segment shall be

determined by the following formula:

E = CxD

Where: “C” is the Authority’s Pro Rata Share of Segment 2 Capacity for the Sub

Segment, as determined in accordance with Section 3.3.1 above.

“D” is the total of Project Costs for the Sub-Segment.

“E” is the Authority’s Pro Rata Share of Project Costs for the Sub-Segment.

3.3.3 Throughout the Segment 2 Project, Houston shall separately track all costs for each Sub

Segment so that the Project Costs for each Sub-Segment can be accurately determined.

3.4 Real Estate Acguis o. Houston shall be responsible for the acquisition of all rights-of-way,

sites, and easements necessary or desirable for the construction, operation, and maintenance of

Segment 2. If necessary, Houston shall condemn any land required for rights-of-way, sites and

easements for the Segment 2 Project.
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3.5 Design Responsibility and EnEineerine Costs. In accordance with applicable law, 1-louston shall

engage an engineering firm to design each Sub-Segment. Upon procuring the services of such a

firm, Houston shall provide the Authority with notice of Houston’s intent to engage such firm,

which notice shall include the total amount of Engineering Costs Houston shall pay under the

engagement for each Sub-Segment, the amount of such costs applicable to any Engineering Sub

Segment Payment and Construction Sub-Segment Payment, respectively, and the Authority’s Pro

Rata Shares of each of same. Except as may otherwise be agreed upon by the Utility Official and

the Authority Representative, upon completion of the sixty percent (60%), ninety percent (90%)

and final plans and specifications for the Segment 2 Project, the Utility Official shall provide the

Authority Representative with copies of same, and any addenda or supplements thereto, for

review and comment. The Authority Representative’s comments (i) shall be provided to the

Utility Official within fifteen (15) days of receipt by the Authority Representative, and (ii) shall

not be disclosed by Houston unless such disclosure is required pursuant to the Texas Public

Information Act. The Authority, contemporaneous with providing written comments, if any, to

Houston pursuant to this subsection, shall provide a copy of same to the Central Authority. Any

written comments the Authority receives from the Central Authority shall not be disclosed by the

Authority unless required to do so pursuant to the Texas Public Information Act. Upon request

by the Authority, the Utility Official shall schedule a meeting with the Authority Representative

and other attendees as may be invited by the Authority Representative in order to review and

discuss such comments. After such meeting, the Utility Official shall cause the Authority’s

comments to be integrated and included on such plans and specifications where such integration

and inclusion are practical, as reasonably determined by the Utility Official.

3.6 Construction Contracts. Subject to the conditions described below and procurement in accordance

with applicable law, Houston shall enter a contract with a Construction Contractor for the

construction of each Sub-Segment.

3.6.1 Prior to providing any such construction contract or any addenda or supplements thereto

to a prospective Construction Contractor, Houston shall provide a draft of same to the

Authority Representative for review and comment. At the same time Houston sends the

Authority Representative a construction contract, Houston shall also send to the

Authority the following information: (a) a detailed breakdown of the estimated Project

Costs included in such construction contract; (b) the Pro-Rata Share of same to be paid

by each of the Segment 2 Project Patties; (c) the then current balance of the Project
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Account and the allocation of such balance to each Segment 2 Project Party; and (d) the

then-current balance of the Contingencies Fund. the allocation of such balance to each

Segment 2 Project Party and the calculation of the then-current Contingencies Ratio

including the estimated Project Costs resulting from such construction contract

(collectively referred to in this Section as the Supplementary Infonnation’).

3.6.2 With regard to a construction contract and the Supplementary’ Information, the Authority

Representative shall provide any comments to the Utility Official within fifteen (15) days

after the Authority Representative’s receipt of same. With regard to any addenda or

supplements to a construction contract, the Authority Representative shall provide written

comments, if any, within five (5) business days after receipt of same. Additional time for

review may be granted by Houston to the Authority, upon request, if such additional time

will not adversely affect the construction schedule of any Sub-Segment. Upon request by

the Authority, the Utility Official shall schedule a meeting with the Authority

Representative in order to review and discuss any such comments. The Utility Official

shall reasonably consider all such comments provided by the Authority Representative

and, in his or her reasonable discretion, integrate and address such comments in the

construction contract, addendum or supplement, as applicable, where practical. Houston

shall not disclose any written comments provided by the Authority pursuant to this sub

section unless such disclosure is required by the Texas Public Information Act. The

Authority, contemporaneous with providing written comments, if any, to Houston

pursuant to this subsection, shall provide a copy of same to the Central Authority. Any

written comments the Authority receives from the Central Authority shall not be

disclosed by the Authority unless required to do so pursuant to the Texas Public

Information Act.

3.6.3 The Utility Official may, in his or her reasonable discretion, include in any construction

contract for a Sub-Segment work items to be performed for the benefit of less than all of

the Segment 2 Project Parties, but such items are not part of the Segment 2 Project and

the costs related to same are not Project Costs (“Non-Project Items”). If Houston

includes any Non-Project Items in a construction contract at the written request and for

the benefit of the Authority, the Authority shall be obligated to pay for its share of the

costs of same in proportion to the Authority’s benefit resulting therefrom and in

accordance with this Fourth Supplement as though such costs were Project Costs. If any
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Non-Project Items are included in a construction contract and the Authority did not

request such items in writing, Houston shall provide written notice to the Authority of its

intent to include the Non-Project Items in a construction contract arid the estimated costs

of same, and the Authority shall not be obligated to pay for any costs related to same.

Houston shall list any Non-Project Items as separate line items in the bid documents for

the construction contract in which such items are included. In addition, Houston shall be

responsible for sending invoicing for and executing work on Non-Project Items as if they

were pad of the Segment 2 Project.

3.6.4 If the contract duration of a construction contract exceeds two (2) years, upon written

request from the Authority Representative, Houston will provide the Authority with a

licensed professional engineer’s certification that the contract will either be substantially

complete within three (3) years or that a period of up to five (5) years is necessary to

complete the work, as applicable in the professional judgment of such engineer.

3.6.5 Houston shall administer the construction contract(s) in accordance with applicable

governmental rules and regulations. Houston will monitor the construction for general

conformance with the plans and specifications and to ensure that the work is performed in

a good and vorhanlike manner and generally in accordance with all applicable rules,

regulations and requirements of the governmental entities having jurisdiction over the

construction of the Segment 2 Project. Houston shall immediately notify the Authority

Representative of any significant contract issues or problems which may adversely affect

the Segment 2 Project or its scheduled completion date.

3.6.6 Houston shall include in each construction contract with a Construction Contractor a

requirement that the Construction Contractor achieve substantial completion of the Sub

Segment no later than the Completion Date, provided that Houston may require an earlier

completion date. In addition, for such contracts ‘vith a projected substantial completion

date on or after August 3 1, 2020. based on the date and duration of the contract, Houston

shall also include a paragraph in the construction contract that provides for liquidated

damages in the amount of $50,000 per day in the event of a delay by the Contractor in

achieving substantial completion beyond the Completion Date. Notwithstanding the

foregoing, at the time of contracting with a Construction Contractor, the Utility Official

and the Authority Representative shall review the appropriateness of the aforementioned
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amount of liquidated damages and may agree in writing to a different amount to be

included in the construction contract for a specific Sub-Segment. In addition, Houston

shall include in such contract a paragraph that is substantially similar to the following:

Contractor acknowledges the City’s commitments to the Central Harris County

Regional Water Authority and North Harris County Regional Water Authority

(‘Authorities”) under the Fourth Supplements to Water Supply Contract for the

Northeast Transmission Line-Segment 2 (‘Fourth Supplements”) and agrees that

the Authorities will suffer damages in the event of a delay by the Contractor in

achieving substantial completion beyond the Completion Date provided in such

Fourth Supplements. Without limiting anything set forth elsewhere in this

construction contract regarding liquidated damages, Contractor acknowledges

that the Authorities’ damages are an intended factor in the calculation of the

amount of the liquidated damages hereunder and agrees that each of the

Authorities are singularly and collectively third-party beneficiaries of the

Contractor’s obligation to pay liquidated damages under this construction

contract. Contractor and the City of Houston acknowledge and agree that this

paragraph is an express exception to the limitation on third-party rights set forth

elsewhere in this construction contract and a material inducement to obtain

funding of this construction contract by the Authorities in accordance with their

respective Fourth Supplements. However, nothing in this paragraph is intended

to provide the Authorities with an independent right of action against the

Contractor; it being understood that the City will be responsible for the

enforcement of the rights of the Authorities under this paragraph.”

The Utility Official and Authority Representative may agree in writing to modifications

to this Section.

3.7 Change Orders to Construction Contracts. Subject to the conditions contained in this Section,

Houston shall draw on the Contingency Fund to pay for any and all change orders to contracts

with Construction Contractors. The Utility Official shall submit change orders for any Sub

Segment with a value over five percent (5%) of the original construction contract price for the

applicable Sub-Segment to the Authority Representative for review and comment. If the

Authority Representative does not make written objections within five (5) business days after
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receipt of the change order, Houston may assume the Authority has no comments to such change

order; provided, however, that additional time for review and comment may be granted by

Houston to the Authority, upon request, if such additional time will not adversely affect the

construction schedule of any Sub-Segment. If an objection is made by the Authority, Houston

shall reasonably consider same and use good faith efforts to address the objection where practical.

Notwithstanding the foregoing, Houston shall not be allowed to approve a change order to a

construction contract if the change order allows substantial completion ofa Sub-Segment to occur

afier the Completion Date without the prior written approval of the Authority Representative.

3.8 Site Visits and Reports. Upon completion of any Sub-Segment, Houston shall provide the

Authority Representative with notice of and an opportunity to participate in any final inspection

and/or walk-through of the completed Sub-Segment, including participation in the development

of final punch lists and final acceptance of the Sub-Segment.

3.9 Ownership and Sement 2 Capacity. Unless otherwise agreed in writing by Houston and the

Authority, Houston shall hold legal title to Segment 2; provided, however, that Houston and the

Authority shall each have an undivided equitable interest in the use and benefit of Segment 2

Capacity, in accordance with their respective Pro Rata Shares of Segment 2 Capacity.

3.10 Books. Records and Data. All books, test data, charges, and other records relating to the

rendering of and billing for the Project Costs (collectively, the Construction Records’) shall be

preserved by Houston in accordance with Houston’s records retention schedules, if any, and

otherwise in compliance with all laws and regulations regarding the same, but in no case less than

two (2) years following the completion of the applicable Sub-Segment AUP Report.

3.10.1 Houston shall make such Construction Records available to the Authority for inspection

at Houston’s place of business in Harris County, Texas during normal business hours.

3.10.2 Houston shall make available to the Authority for review all information, data and

records concerning the discharge flow rate and pressures through Segment 2 and all

relevant data related to the Houston System located between the NEWPP and the Point(s)

of Delivery.
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3.11 Time of Completion. Houston agrees to proceed with due diligence to construct Segment 2 in

order to provide Water to the Authority in accordance with the terms of this Fourth Supplement.

ARTICLE IV

PAYMENT OF PROJECT COSTS

4.1 Funds Held in Trust: Limitations on Use. Until funds remitted to Houston by the Authority are

expended in accordance with this Fourth Supplement, all payments from the Authority to

Houston for the Segment 2 Project shall (i) continue to be funds of the Authority, held by

Houston in trust for the benefit of the Authority; (ii) be deposited only into the Project Account;

(iii) be invested only in Authorized Investments, with all earnings and interest thereon inuring to

the benefit of the Authority; and (iv) be applied only to the Authority’s Pro Rata Share of Project

Costs.

4.2 General Invoice & Payment Requirements. Except as otherwise provided in this Fourth

Supplement, this Section applies to all invoices for Project Costs Houston sends to the Authority

and the corresponding payments the Authority sends to Houston pursuant to this Fourth

Supplement.

4.2.1 The Utility Official shall cause invoices for the Authority’s Pro Rata Share of Project

Costs to be sent to the Authority Representative at the times and in the manner

contemplated in Sections 4.4.2—4.4.5 (Real Estate Payments), 4.5 (Engineering Sub

Segmern Payments) and 4.6 (Construction Sub-Segment Payments). 1-louston shall

include the following information on any such invoice: (a) a detailed breakdown of the

Project Costs included therein; (b) the Pro-Rata Share of same to be paid by each of the

Segment 2 Project Parties; (c) the then-current balance of the Project Account and the

allocation of such balance to each Segment 2 Project Party; (d) the then-current balance

of the Contingencies Fund, the allocation of such balance to each Segment 2 Project

Party, and the calculation of the then-current Contingencies Ratio; and (e) if such invoice

includes any amounts for Real Estate Costs, the then-current balance of the Real Estate

Fund and the allocation of such balance to each Segment 2 Project Party.

4.2.2 Unless the Authority Representative objects in writing to such invoice within five (5)

business days after receipt of same, Houston may assume the Authority has no comments
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on the invoice; provided, however, that additional time for review and comment may be

granted by Houston to the Authority, upon request, if such additional time will not

adversely affect the construction schedule of any Sub-Segment. If an objection is made

by the Authority, Houston shall reasonably consider same and use good faith efforts to

address the objection where practical.

4.2.3 Within 45 days of receipt of an invoice or as soon as the Authority is able, using all

commercially reasonable efforts, to obtain the Texas Water Development Boards

permission to withdraw the necessary funds from escrow, the Authority shall pay to

Houston the amount stated in such notice.

4.2.4 Houston acknowledges that (i) the Authority’s ability to pay Project Costs is largely

dependent on the Texas Water Development Board (the “T WDB”) releasing funds from

escrow, and (ii) the TWDB will require Houston, as the project sponsor for the Segment

2 Project, to submit information and documents regarding the Segment 2 Project directly

to the TWDH as a condition of releasing the Authority’s funds as such. As a result,

within five (5) days of receiving a written request from the Authority, Houston shall send

to the TWDB any information and/or documents necessary according to the TWDB for

the TWDB to release the Authority’s funds from escrow. If Houston fails to submit

information and/or documents to the TWDB within such timeframe, the dale by which

the Authority must pay invoices from Houston pursuant to Section 4.2.3 above shall be

tolled until Houston makes such submittal to the TWDB.

4.3 Previously Appropriated Project Costs. The Segment 2 Project Parties acknowledge that Houston

has appropriated funds for Project Costs prior to November 1, 2015. As a pre-condition to

entering this Fourth Supplement, the Authority hereby agrees to pay its Pro-Rata Share of such

Project Costs appropriated by Houston prior to November 1, 2015, which the Parties hereby agree

is S6,8 17,194 (“Previously Appropriated Costs”), as slated on EvbThil “E”. The Authority agrees

to pay Houston $6,817,194, representing the Authority’s Pro Rata Share of such previously

appropriated Project Costs, within ninety (90) days of the Effective Date. Subject to verification

under the applicable Sub-Segment AUP Report issued under this Fourth Supplement and True-

up, the Authority is not responsible for any Project Costs appropriated by Houston prior to

November 1,2015. other than such 56,817.194, which amount includes Engineering Costs, Real

Estate Costs and Cost Recovery Amounts. The Utility Official shall have the authority to draw
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funds from the Project Account to reimburse and pay Houston for the Authority’s Pro Rata Share

of such Previously Appropriated Costs afler presentation of invoices for such Previously

Appropriated Costs.

4.4 Real Estate Payments. By making the payment described in Section 4.3 (Previously

Appropriated Project Costs), the Authority has paid its Pro Rata Share of Real Estate Costs

incurred by Houston prior to July 1,2015.

4.4.1 The City will establish a sub-account within the Project Account that will be used

exclusively to fund Real Estate Costs (the Real Estate Fund”). The Real Estate Fund

will have an initial balance of $500,000 (the “Initial Balance”). Interest earnings from the

Real Estate Fund will remain in the Real Estate Fund until such funds are transferred to

the Contingencies Fund.

4.4.2 Within 60 days afler the Effective Date, the Utility Official shall invoice the Authority in

accordance with Section 4.2 (General Invoice & Payment Requirements) for the

Authority’s Pro Rata Share of (i) Real Estate Costs Houston estimates it will incur from

July 1,2015 to December31, 2016, and (ii) the Initial Balance.

4.4.3 For Real Estate Costs to be incurred afier January 1,2017 and until all of the necessary

rights-of-way, site and easements are acquired for the Segment 2 Project, the Utility

Official shall send final invoices in accordance with Section 4.2 (General Invoice &

Payment Requirements) to the Authority Representative by August 1 of each year for its

estimated Pro Rata Share of Real Estate Costs to be incurred by Houston during the

following calendar year, until all of the Project Real Estate is acquired. However, the

time by which the Utility Official must provide a final invoice to the Authority

Representative may be altered as necessary and agreed upon in writing by the Utility

Official and the Authority Representative in order to accommodate the requirements for

funding same through the Texas Water Development Board’s State Water

Implementation Fund for Texas or State Water Implementation Revenue Fund for Texas,

as applicable.

4.4.4 Each April, July. October and January during the Segment 2 Project, the Utility Official

shall provide the Authority Representative with a written report on Houston’s progress
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toward acquiring property for the Segment 2 Project and the activity in the Real Estate

Fund during the immediately preceding calendar quarter, including (a) the status of

acquisition of all parcels and rights of way the City intends to acquire for the Segment 2

Project; (b) a list of the expenditures from the Real Estate Fund for each Sub-Segment;

(c) a list of the deposits or appropriations to the Real Estate Fund by each Segment 2

Project Party; and (d) the current balance of the Real Estate Fund and the allocation of

such balance to each Segment 2 Project Party (collectively, the “Real Estate Report).

4.4.5 If the Utility Official estimates, in his or her reasonable discretion, that the balance of the

Real Estate Fund will fall below the Initial Balance before the end of the then-current

calendar year, the Utility Official shall invoice the Authority for its Pro Rata Share of

such shortfall according to the provisions of Section 4.2 (General Invoice & Payment

Requirements).

4.4.6 After the acquisition of all real estate interests for the Segment 2 Project, the Utility

Official shall (a) provide notice to the Authority Representative stating the remaining

balance of the Real Estate Fund and the allocation of such balance to each Segment 2

Project Party, and (b) transfer any remaining balance of the Real Estate Fund into the

Contingencies Fund.

4.5 En!zineerin Sub-Seizment Payments. After receiving proposals and prior to engaging a design

engineer for a Sub-Segment, the Utility Official shall invoice the Authority for the Engineering

Sub-Segment Payment for such Sub-Segment in accordance with Section 4.2 (General Invoice &

Payment Requirements). Houston shall use an Engineering Sub-Segment Payment sole’y to pay

the Authority’s Pro Rata Share of the Engineering Costs for the applicable Sub-Segment. If at

any time after the Authority pays the Engineering Sub-Segment Payment, the Utility Official

determines, in his or her reasonable discretion, that an Engineering Sub-Segment Payment will be

insufficient to fund the Authority’s Pro Rata Share of Engineering Costs for the applicable Sub

Segment through final completion of that Sub-Segment, the Utility Official shall invoice the

Authority for its Pro Rata Share of such shortfall according to the provisions of Section 4.2

(General Invoice & Payment Requirements).

4.6 Construction Sub-Seument Payments. After receiving bids from prospective contractors and

selecting a Construction Contractor to whom the Utility Official will recommend Houston award
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the construction contract for a Sub-Segment, the Utility Official shall invoice the Authority for

its Construction Sub-Segment Payment for such Sub-Segment in accordance with Section 4.2

(General Invoice & Payment Requirements), which shall be in the amount of the Authority’s Pro

Rata Share of such construction contract, plus Contingencies in accordance with Section 4.9

(Contingencies). Houston shall use Construction Sub-Segment Payments solely to pay the

Authority’s Pro Rata Share of Project Costs for the applicable Sub-Segment(s).

4.7 Payment of Pay Estimates for Construction Costs. The Utility Official shall review the monthly

pay estimates related to the construction of the Segment 2 Project as submitted by the

Construction Contractor(s). If Houston accepts the work as having been performed in general

conformance with the construction contract, the Utility Official shall submit such pay estimate to

the Authority Representative, including each Segment 2 Project Party’s respective Pro Rata Share

of same. The Authority Representative may provide written comments, if any, within five (5)

business days following the date same is received by the Authority Representative. The Utility

Official shall reasonably consider such comments and use good faith efforts to satis& same where

practical. Houston shall then be entitled to draw on the Project Account to pay the Authority’s

Pro Rata Share of the pay estimate(s). Following final completion of a Sub-Segment and

acceptance of the same by Houston and the Authority and, if applicable, any other appropriate

governmental entity, Houston shall issue a certificate of completion and the final pay estimate

from the Construction Contractor shall be submitted to the Authority Representative for review.

4.8 Transfer of Funds on Sub-Segment Completion.

4.8.1 Within sixty (60) days after substantial completion ofa Sub-Segment, the Utility Official

shall send the Authority Representative a statement showing (a) the amounts of any funds

from the Engineering Sub-Segment Payment and the Construction Sub-Segment Payment

for such Sub-Segment eligible to be de-encumbered; (b) the date on which Hotiston

intends to transfer such de-encumbered funds to the Contingencies Fund, which date shall

be no less than thirty days (30) after delivery of said statement; and (c) the expected

balance of the Contingencies Fund and the Contingencies Ratio following such transfer.

If the Authority Representative does not send written objections within fifteen (15) days

after receipt of the statement, the Utility Official shall transfer such amounts on the

intended date; provided, however, that additional time for review and approval may be

granted by l-louston to the Authority.
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4.8.2 Within sixty (60) days of final completion of a Sub-Segment, the Utility Official shall

send the Authority Representative a statement showing (a) the amounts of any remaining

funds from the Engineering Sub-Segment Payment and the Construction Sub-Segment

Payment for such Sub-Segment; (b) the dale on which Houston intends to transfer such

funds to the Contingencies Fund, which date shall be no less than thirty days (30) after

delivery of said statement; and (c) the expected balance of the Contingencies Fund and

the Contingencies Ratio following such transfer. If the Authority Representative does

not send written objections within fifteen (15) days after receipt of the statement, the

Utility Official shall transfer such amounts on the intended date; provided, however, that

additional time for review and approval may be granted by Houston to the Authority.

4.9 Continaencies. Subject to the conditions stated in tins Section, Houston may include in any

invoice for a Construction Sub-Segment Payment an amount of Contingencies equal to or less

than ten percent (10%) of the construction contract to which the Construction Sub-Segment

Payment relates. 1-louston shall deposit all such amounts for Contingencies into the

Contingencies Fund. Houston shall also deposit into the Contingencies Fund unexpended funds

from payments made for Real Estate Costs, in accordance with Section 4.4. and from Engineering

Sub-Segment Payments and Construction Sub-Segment Payments, in accordance with Section

4.8.

4.9.1 Prior to final completion of the Segment 2 Project or unless the Utility Official and

Authority Representative agree otherwise in writing, Houston may draw on the

Contingencies Fund exclusively to pay for Contingencies and Houston shall pay for

Contingencies exclusively from the Contingencies Fund. At least ten (10) business days

before the date that Houston draws on the Contingencies Fund, the Utility Official shall

provide notice of its intent to make such a draw to the Authority Representative, which

notice will include the total amount of such draw and each Segment 2 Project Party’s Pro

Rala Share of same. Interest earnings from the Contingencies Fund will remain in the

Contingencies Fund until the True-Up of the final AUP Report.

4.9.2 Except as may be agreed upon in writing by the Utility Official and the Authority

Representative, Houston may not invoice the Authority for Contingencies in any

Construction Sub-Segment Payment to the extent such Contingencies would cause the
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Contingencies Ratio to exceed five percent (5%). In addition, except as may be agreed

upon in writing by the Utility Official and the Authority Representative and within 60

days of the calculation of the Contingencies Ratio by the Utility Official, Houston will

release to the Segment 2 Project Parties any amount by which Contingencies Ratio

exceeds ten percent (10%). Funds released in accordance with the preceding sentence

shall be divided among the Segment 2 Project Parties in proportion to the percentage

share of the Contingencies Fund balance attributable to each such party.

4.10 Sub-Segment AUP Reports. Within sixty (60) days of Houston’s issumice of its audited annual

financial statements, but in no event later than the following March 1. Houston shall initiate the

preparation of a Sub-Segment AUP Report for each Sub-Segment completed during Houston’s

most recently ended fiscal year, if any, in order to veri1’ that the Authority has paid its

appropriate share of Project Costs for each such Sub-Segment. Such AUP shall also verify that

1-louston used the funds paid by the Authority under Section 4.3 (Previously Appropriated Project

Costs) in accordance with such section. Each Sub-Segment AUP Report shall be prepared in

accordance with the accounting procedures to be agreed upon by the Utility Official and the

Authority Representative and shall take into account all Project Costs for the Sub-Segment, the

Authority’s Pro Rata Share of such costs, any liquidated damages owed to the Authority pursuant

to Section 3.6.7 hereof (based on the Authority’s Pro Rata Share) and any earnings and interest

accrued on the Authority’s pre-payment of such costs.

4.10.1 Houston shall cause each Sub-Segment AUP Report to he completed within one-hundred

twenty (120) days after it is initiated. Houston shall engage an independent certified

public accounting firm to conduct each Sub-Segment AUP Report. As soon as such firm

has completed the Sub-Segment AUP Report. Houston shall submit a copy of such Sub

Segment AUP Report to the Authority for review. The Authority shall have sixty (60)

days to review the Sub-Segment AUP Report arid to provide comments on same to

Houston. Houston shall address the Authority’s comments and approve the final Sub

Segment AUP Report within thirty (JO) days of receipt of the Authority’s comments,

unless the Authorip Representative and the Utility Official agree otherwise.

Notwithstanding the foregoing, the Utility Official and the Authority Representative may

agree in writing to vary the aforementioned schedule for completion of each Sub

Segment AUP Report.
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4.10.2 In accordance with each Sub-Segment AUP Report, Houston and the Authority agree to

true-up the payments for each Sub-Segment such that if any Segment 2 Project Party

has underpaid its Pro Rata Share of Project Costs for the Sub-Segment, Houston will

debit the amount of such underpayment from that party’s allocation of the balance in the

Contingencies Fund. Conversely, if any Segment 2 Project Party has overpaid any such

costs according to the Sub-Segment AUP Report, Houston will credit the amount of such

overpayment to that party’s allocation of the balance in the Contingencies Fund. The

process described in this sub-section shall be referred to herein as a “True-up.”

4.11 Final AUP Renort. Within forty-five (45) days of Houston’s issuance of a certificate of final

completion for the last Sub-Segment, Houston shall initiate the preparation of an AUP Report on

such final Sub-Segment. All provisions applicable to a Sub-Segment AUP report, including

without limitation the time within which such report must be completed and within which the

Authority must provide comments, shall apply to this final report. In addition, the final AUP

Report will test and verify any refunds issued from the Contingencies Fund to any Segment 2

Project Party pursuant to Section 4.6 (Contingencies) and the allocations among the Segment 2

Project Parties of the balance remaining in the Contingencies Fund.

ARTICLE V

COMPONENT PARTS OF SEGMENT 2 INCLUDED IN DEFINED TERMS

OF WATER SUPPLY CONTRACT

5.1 Transmission Facilities. Upon substantial completion of construction of each Sub-Segment, that

Sub-Segment is included in the definition of Transmission Facilities in the Water Supply

Contract, all provisions of the Water Supply Contract applicable to Transmission Facilities apply

to same and Evhibit “D” to the Original Contract is amended to include that portion of Exhibit

“C” hereto that depicts such Sub-Segment.

5.2 point(s) of Deliven’. Upon substantial completion of construction of a Segment 2 Point of

Delivery, such Segment 2 Point of Delivery is included in the definition of Point(s) of Delivery in

the Water Supply Contract. all provisions of the Water Supply Contract applicable to Point(s) of

Delivery apply to same and Exhibit “C” to the Original Contract is amended to include that

portion of Exhibit “C” hereto that depicts such Segment 2 Point of Delivery.
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5.3 Point(s) of Measurement. Upon substantial completion of construction of a Segment 2 Point of

Measurement, such Segment 2 Point of Measurement is included in the definition of Point(s) of

Measurement in the Water Supply Contract, all provisions of the Water Supply Contract

applicable to Point(s) of Measurement apply to same and Exhibit “C” to the Original Contract is

amended to include that portion of Exhibit “C” hereto that depicts such Segment 2 Point of

Measurement.

5.4 Utility Official. The definition of “Utility Official’ in the Water Supply Contract is hereby

changed to mean the Director of the Department of Public Works and Engineering of Houston, or

any other person who may hereafter exercise the functions of said Director under the applicable

Ordinances of Houston.

ARTICLE VI

MEASUREMENT OF WATER CONSUMPTION FROM SEGMENT 2

6.1 Connection and Meter. The Authority shall construct, at its sole cost, the Water handling

facilities between the Segment 2 Point(s) of Delivery and the Segment 2 Point(s) of

Measurement and set the water meter(s) at the Segment 2 Point(s) of Measurement under the

mutual approval and inspection of the Utility Official and the Authority. The Authority

acknowledges that the Utility Official will not approve installation of Venturi meters at the

Segment 2 Point(s) of Measurement. Before any connection, the Authority System shall be

disinfected in accordance with requirements approved by the Utility Official. The Authority

also agrees to provide a telephone (if required by the Utility Official) and electronic

connection accessible at the Segment 2 Point(s) of Measurement. 1-louston shall allow the

installation of a magnetic or similar low head loss flow meter to measure the Authority’s

flow at the Segment 2 Point(s) of Measurement.

6.2 Pressure Monitorin!z. If the Authority installs in-line pressure boosting facilities

downstream of the Segment 2 Point(s) of Delivery then, subject to Section 2.02 of the

Original Contract, the Authority shall also install an appropriate flow control device

downstream of the Segment 2 Point(s) of Delivery at no cost to Houston. In addition,

Houston may, at its sole option and expense, install the necessary equipment or system to

monitor the pressure of Segment 2. The Authority shall be provided access to such pressure

data on a continual basis.
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ARTICLE VII

GENERAL MISCELLANEOUS PROVISIONS

7.1 Term and Expiration. This Fourth Supplement shall be in force and effect from and after the

Effective Date and shall expire at noon on January 1, 2080. At such time as this Fourth

Supplement is no longer in force and effect, if requested in writing by the Authority, Houston

agrees to continue to provide water to the Authority through Segment 2 upon the payment of

reasonable rates and charges therefor which take into account the capital payments paid by the

Authority to Houston pursuant to this Fourth Supplement (and any amendments or supplements

thereto) and the Authority’s equitable interest described below. Upon the date this Fourth

Supplement is no longer in force and effect, the Authority will continue to own the right to use its

Pro Rata Share of Segment 2 Capacity. The immediately preceding two (2) sentences shall

survive the expiration or termination of this Fourth Supplement.

7.2 Ingress and Egress. During the term of this Fourth Supplement, and upon the giving of prior

notification to the Authority, Houston shall have the right of ingress and egress in, upon, under

and over any and all land, easements and rights-of-way of the Authority on which Houston, with

the Authority’s consent, constructs facilities to deliver Water to the Authority.

7.3 Assignments. This Fourth Supplement shall bind and benefit the respective parties and their

legal successors, but shall not otherwise be assignable, in whole or in part, by either party without

first obtaining written consent of the other. “Assignment” as used herein means assignment in law

or otherwise.

7.4 Subiect to Law. This Fourth Supplement shall be subject to all present and future valid laws,

orders, rules and regulations of the United States of America, the State of Texas, any regulatory

body having jurisdiction and the Charter and Ordinances (to the extent the Ordinances are not

inconsistent with this Fourth Supplement) of the City of Houston, Texas. In order to protect the

Houston System it is specifically agreed that the Authority System shall be constructed and

operated to comply with the rules promulgated by the Texas Commission on Environmental

Quality, or any successor agency, the Houston Plumbing Code, and the policy of requirements of

the Utility Official regarding backflow prevention and cross connections. Should a condition in

violation of these requirements be discovered, the Authority shall promptly cure same.
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7.5 No Additional Waiver Implied. The failure of either party hereto to insist, in any one or more

instances, upon performance of any of the terms, covenants or conditions of this Fourth

Supplement, shall not be construed as a waiver or relinquishment of the future performance of

any such term, covenant or condition by the other party hereto, but the obligation of such other

party with respect to such future performance shall continue in full force and effect.

7.6 Mer2er: Conflicts. This instrument contains all the agreements made between the parties with

regard to Segment 2, the Segment 2 Project, and the Segment 2 Capacity. This Fourth

Supplement merges the prior negotiations and understandings of the parties and embodies the

entire agreement of the parties in relation to Segment 2, the Segment 2 Project, and the Segment 2

Capacity. No other agreements, assurances, conditions, covenants (express or implied), or other

terms of any kind, exist between the parties regarding Segment 2, the Segment 2 Project, and the

Segment 2 Capacity contemplated in this Fourth Supplement. This Fourth Supplement shall

control over the Water Supply Contract with respect to the matters addressed in this Fourth

Supplement, including, without limitation: (i) the Segment 2 Project and all payments from the

Authority related to the same, and (ii) the Authority’s Segment 2 Reservation and all payments

related to the same. Except to the extent inconsistent with this Fourth Supplement, all terms of

the Water Supply Contract remain in full force and effect.

7.7 Notices. Until the Authority is otherwise notified in writing by Houston, the address of Houston

is and shall remain as follows:

City of Houston
Utility Official of Public Works and Engineering Department
P.O. Box 1560
Houston, Texas 77251-1560

Until Houston is otherwise notified in writing by the Authority, the address of the

Authority is and shall remain as follows:

North Harris County Regional Water Authority
do General Manager
3648 FM 1960 West, Suite 110
Houston, Texas 77068
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All written notices, statements and payments required or permitted to be given under this

Fourth Supplement from one party to the other shall be deemed given by the deposit in a United

States Postal Service mailbox or receptacle of certified or registered mail, with proper postage

affixed thereto, addressed to the respective other party at the address set forth above or at such

other address as the parties respectively shall designate by written notice.

7.8 Authorship. The parties agree that this Fourth Supplement shall not be construed in favor of or

against either party on the basis that the party did or did not author this Fourth Supplement.

7.9 Parties in Interest. This Fourth Supplement shall be for the sole and exclusive benefit of the

parties hereto and shall not be construed to confer any rights upon any third party. Houston shall

never be subject to any liability in damages to any customer of the Authority for any failure to

perform under this Fourth Supplement.

7.10 Captions. The captions appearing at the first of each numbered Section in this Fourth

Supplement are inserted and included solely for convenience and shall never be considered or

given any effect in construing this Fourth Supplement, or any provisions hereof, or in connection

with the duties, obligations, or liabilities of the respective parties hereto or in ascertaining intent,

if any questions of intent should arise.

7.11 Enforcement. The City Attorney or his or her designee shall have the right to enforce all legal

rights and obligations under this Fourth Supplement without further authorization.

7.12 Approvals. Unless otherwise provided for herein, any consent or approval of the parties shall be

made by the governing body of each party.

7.13 Time of Essence: Force Maieure. Time is of the essence with respect to performance of all

obligations set forth in this Fourth Supplement. The Force Majeure provisions of the Original

Contract apply to this Fourth Supplement; provided, however, Force Majeure does not excuse a

failure to timely satis& Engineering Sub-Segment Payment or Construction Sub-Segment

Payment obligations.

7.14 Default and Remedies. Default shall occur only in the event either party fails to adhere to its

respective obligations hereunder. In such event, the non-defaulting party shall give the defaulting
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party: (i) written notice describing such default and the necessary cure therefor; and (ii) the

opportunity to cure such default or provide an acceptable plan to cure the default within no less

than thirty (30) days of receipt of such notice. If the default is cured within the specified time

period to the satisfaction of the non-defaulting party, then no further action shall be taken by the

non-defaulting party. If the default is not cured or an acceptable plan to cure the default is not

submitted within the specified time period to the satisfaction of the non-defaulting party, the non

defaulting party may pursue any available remedies existing at law or in equity. This Section shall

not be considered as specifying the exclusive remedy or procedure for remedy for any default,

and all remedies existing at law and in equity are to be available to either party; provided,

however, that the parties may submit their dispute in good faith to non-binding mediation, the

costs of which will be shared equally by the parties, prior to either party filing suit for any defaub

under this Fourth Supplement.

7.15 Severability. The provisions of this Fourth Supplement are severable, and if any provision or part

of this Fourth Supplement or the application thereof to any person or circumstance shall ever be

held by any court of competent jurisdiction to be invalid or unconstitutional for any reason, the

remainder of this Fourth Supplement and the application of such provision or part of this Fourth

Supplement to other persons or circumstances shall not be affected thereby.

7.16 Goods and/or Services. Houston and the Authority expressly aclmowledge and agree that this

Fourth Supplement constitutes a contract by which each party is providing goods and/or services

to the other party and that this Fourth Supplement is subject to the provisions of Subchapter I,

Chapter 271, of the Texas Local Government Code.

7.17 Written Amendment. Unless otherwise specified elsewhere in this Fourth Supplement, this

Fourth Supplement may be amended only by written instrument executed by the governing

bodies of Houston and the Authority.

7.18 Exhibits. Exhibits “A” through “E” attached to this Fourth Supplement are hereby incorporated

herein for all purposes.

7.19 Rates. Houston and the Authority each represent and certify that it will have on hand and

lawfully available sufficient funds to make its payments due hereunder. Houston and the

Authorily each recognize its respective duty to, and covenants and agrees that at all times it will,
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establish, maintain, and from time to time adjust, the rates, fees, and charges for the services it

provides to its customers in order to generate revenue therefrom, together with funds received

from any ocher lawful source, sufficient to fund its obligations under this Fourth Supplement.

[EXECUTION PAGES FOLLOW]
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IN WITNESS WHEREOF, the parties hereto have executed this Fourth Supplement in multiple

copies, each of which shall be deemed to be an original, effective on the date of countersignature

indicated below.

NORTH HARRIS COUNTY
REGIONAL WATER AliT ORJTY

By;
-“ Alan J. Rendft resident

ATTEST: DATE APPROVED:

Len&x A’Sigler, Secbirny

By
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CITY OF HOUSTON, nS

Annke 0. Parker

DATE COUNTERSIGNED:

)f— IOu
(Effective Date)

City Secretary

A OVED:

Director,

_______________________________

Department

APPROVED AS TO FORI:

—Mitantaik?\llome/ 1
L.D. File 1Jj)(0 4j’30a 1Sjc’o!

- .- 7

Anna Russell

tJ9OUNTEYSTNEDAY: ‘-‘i —eb.
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108-inch Water Line

Exhibit A Participation Table

Participant. MCD Capa P
NHCRWA 113.00 54.96%

CHCRWA 4.88 2.37%

City of Houston 87.72 42.67%

Total 205.60 100.00%
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EXHIBIT D

NETL SCHEDULE - SEGMENT 2
ENGINEERING DESIGN CONSTRUCTiON

S -000900-01 26 108” Smith to Lee

Approved

2nd Quarter-
1st Quarter- CalendarYear

Calendar Year 2018 2016

1st Quarter-
Calendar Year
2018

WBS Project NamelProjoct
Itom Council Approval Contract End Council Approval Contract End

S-000900-0114 Pre-Engineedngi 3rd Quarter-
Feasibility for NEt

Approved Calendar Year 2020 Not Applicable Not Applicable
— -f

8-000900-0121 SWW Contract 3rd Quarter-
Approved CalendarYear2o2o NotApplicable NotApplioble

2nd Quarter- 1st Quarter-
8-000900-0127 Interconnect along

1st Quarter- CalendarYear CalendarYearVickery
Approved Calendarvear2ols 2016 2018

ar
2nd Quarter- 1st Quarter

S-000900-0156 108” Lee to Vickery 1st Quarter- CalendarYear CalendarYear
Approved CalendarYear2ol8 2016 2018

2nd Quarter- 1st Quarter-
8-000900-0140

108 Bellow Falls to
1st Quarter- CalendarYear Calendar YearSmith

Approved CalendarYear2olg 2011 2019
w

1stQuarter- 4thQuarter- 3rdQuarter-
S-000900-0154

to
CalendarVear 3rd Quarter- CalendarYear CalendarYear

°
2016 CalendarYear2olfl 2011 2019

W.tt.ttfl afl*tatrfl

1stQuarter- 3rdQuarter- 2ndQuarter-
108 Ralston to Bellow

Calendarvear 2nd Quarter- CalendarYear CaledarYearFalls
2016 Caledar Year 2020 2018 2020

1stQuarter- 4thQuarter- 3rdQuarter-
5-000900-00164 108” Vickery to Milner CalendarYear 3rd Quarter- CalendarYear CalendarYear

2016 CalendarYear2olg 2017 2019
Mra •-

• lstQuarter- 3rdQuarter- 2ndQuarter-
5-000900-0157

108” Mimer to Aldine
Calendar Year 2nd Quarter- Calendary Year Calendar Yeares
2016 CalendarYear 2020 2018 2020

-a% ,; -a-m.

1stQuarter- 3rdQuarter- 2ndQuarter-
8-000900-0165 108” Aldine Westfield to

Calendar Year 2nd Quarter- CalendarYear Calendar Year
y

2017 Calendarvear 2021 2019 2021
< fl,

1st Quarter- 3rd Quarter- 2nd Quarter-
84)00900-0166

66 Interconnect along
CalendarYear 2nd Quarter- CalendarYear CalendarYearHardy
2017 Calendarvear 2021 2019 2021

W”

• htQuarter- JrdQuarter- 2ndQuarter-
5-000900-0167 108” Hardy to Impenal

CalendarYear 2nd Quarter- CalendarYear CalendarYearValley
2017 CalendarYear2o2l 2019 2021

1stQuarter- 3rdQuarter- 2ndQuarter-
8-000900-0168 108” Imperial Valley to

CalendarYear 2nd Quarter- CalendarYear CalendarYearGreen Plaza
2017 CalendarYear2o2l 2019 2021

8-000900-0176 Study 3rd Quarter-
Approved CalendarYear2o2o NotApplicable NotApplicable



EXHIBIT E

NETL PROJECT COST APPROPRIATED BEFORE NOVEMBER 1, 2015— SEGMENT 2

NOTES

Cost by Category Appropriation from Inception to 10/31/2015
(Real_Estate_Expenditure thru_6/30/2015)

Engineering $ 9,955,608
Construction $ 0
Construction Contingency $ 0
Cost Recovery Amounts $ 1,658,340
Real Estate $ 789,971

Pro Rata Share’ of Total
NHCRWA $ 6,817,194
CHCRWA $ 293,973
City of Houston $ 5,292,752

TOTAL $ 12,403,919

TOTAL $ 12,403,919

1. Pro Rata Shares based on Participation Table (Exhibit A)





CERTIFICATE FOR RATE ORDER

TT{E STATE OF TEXAS

COTINTY OF HARRIS

NORTH HARzuS COUNTY REGIONAL WATER AUTHOzuTY

I, the undersigned Secretary of the Board of Directors (the "Board") of North Har¡is

Coru:fy Regional Water Authority (the "Authority"), hereby certify as follows:

L The Board convened in regular session, open to the public, on the 5ú day of
October, 2009, at the regular meeting place thereof; and the roll was called of the members of the

Board, to-wit:

$

$

$

I(elly P. Fessler
James D. Pulliam
Ron Graham
Lenox A. Sigler
Alan J. Rendl

President
Vice President/Investment Officer
Secretary
Treasurer
Assistant SecretarY

All members of the Board were present except the following: NONE, thus constituting a

quorum. Whereupon, among other business, the following was tansacted at such meeting:

RATE ORDER

was duly introduced for the consideration of the Board. It was then duly moved and seconded

that such Order be adopted; and, after due discussion, such motion, carrying with it the adoption

of said Order, prevailed and carried by the following vote:

AYES:5 NOES: 0

2. A true, fi,rll, and correct copy of the aforesaid Order adopted at the meeting

described in the above and foregoing paragaph is attached to and follows this Certificate; such

Order has been duly recorded in said Board's minutes of such meeting; the above and foregoing
paragraph is a true, full, and conect excerpt from the Boa¡d's minutes of such meeting pertaining

to the adoption of such Order; the persons named in the above and foregoing paragraph are the

duly chosen, qualif,red, and acting officers and members of the Board as indicated therein; each

of the officers and members of the Board was duly and suffrciently notified ofñcially and

personally, in advance of the time, place, and purpose of such meeting and that such Order

would be inhoduced 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, place and purpose of
such meeting was given as required by Chapter 551, Govern¡nent Code and Section 49.063,

Texas Water Code, as amended.



SIGNED AND SEALED the 5ü day of October, 2009.

¿-É¿.--
Secretary, Board of Directors

É,â

btd¡

!,t
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NORTH IIARRIS COTINTY
REGIONAL WATER AUTHORITY

RATE ORDER

Date Adopted: October 5' 2009
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NORTTI TIÄRRIS COUNTY REGIONAL \MATER AUTHORTTY
RATE ORDER

STATE OF TEXAS

COUNTY OF HARRIS

RECITALS

WHEREAS, the North Harris County Regional Water Authority (the "Authority") is a

regional water authority created pursuant to House Bill 2695 of the 76th Legislature, as amended

(the "Act"), and Article XW, Section 59 of the Texas Constitution; a¡d

WHEREAS, the Authority was created, among other purposes, to accomplish the purposes

of Article XVI, Section 59 of the Texas Constirution, including the acquisition and provision of
surface water and groundwater for residential, commercial, industrial, agricultural, and other uses,

tlie reduction of groundwaterwithdrawals, the conservation, preservation, protection, recharge and

prevention of waste of groundwater, and of groundwater reservoirs or their subdivisions, and the

control of subsidence caused by withdrawal of water from those groundwater reservoirs or their

subdivisions; and

WHEREAS, the Act provides that the Authority may: (1) provide for the conservation,

preservation, protection, recharge, and prevention of waste of groundwater in a manner consistent

with the purposes of Section 59, Articlc XVI, Texas Constitution; (2) acquire or develop surface

water and groundwater supplies from sources inside or outside the boundaries of the Authority and

may conserve, store, transport, treat, purif,, distribute, sell, and deliver water to persons,

corporations, municipal corporations, political subdivisions of the state, and others, inside of and

outside of tlie boundaries of the Authority for the purposes of reducing groundwater withdrawals
and subsidence; and (3) provide for the reduction of groundwater withdrawals by the development,

implementation, or enforcement of a groundwater reduction plan, which shall be binding on

persons, districts, entities and wells within the Authority's boundaries; and

WHEREAS, the Act provides that the Authority may establish fees, rates and charges and

classifications of fee and rate payers, as necessary to enable the Authority to fulfiltthe Authority's

purposes and regulatory obligations and such fee, rates and oharges must be sufficient to achieve

water conservation, prevent waste of wâter, serve as a disincentive to pumping ground water, and

accomplish the purposes of the Act, including making available alternative water supplies and to

enable the Authority to meet operation and maintenanoe expenses and pay the principal of and

interest on debt issued in connection witli the exercise of the Authority's general powers and

duties; and

WFIEREAS, the Act authorizes the Authority to specifu the rates, terms and conditions

under whictl 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, and to enter into

contracts with persons, including political subdivisions of the state, on terms and conditions the

board considers desirable, fair and advantageous for the perforrnance of its rights, power, and

authority under the Act and requires the Authority to adopt and enforce rules reasonably required

to implement the Act; and

$

$

$



WHEREAS, the Board has determined that the fees, rates, charges, and classifications of
fee and ratepayers, as well as the terms and conditions under which Authority Water will be

provided, eitablished in this Rate Order are necessary to accomplish the purposes and

requirements set forth in the Act.

NOW, TT{EREFORE, IT IS ORDERED BY THE BOARD OF DIRECTORS OF THE

NORTH HARRIS COUNTY REGIONAL WATER AUTHOzuTY TF:I,AT:

ARTICLE I
DEFINITIONS

Section 1.01 Definitions.

As used herein, the following terms shall have the respective meanings set forth or referred

to below:

"Act" means House Bi¡I2965 of the 76th Texas Legislature, as amended.

"Authority" means the North Harris County Regional Water Autliorify or its

representatives or consultants.

"Authority Engineer" means the Authority's Program Manager (currently AECOM USA

Group, Inc.), which may be changed from time to time by the Authorify.

"Authority Operator" means the operating company performing operations for the

Authority (currently Severn Trent Environmental Servioes, Inc.), which may be changed from

time to time by the Authority.

"Authority Systern" means the Authority's facilitíes, pipelines, storage tanks, conduits,

pumping stationi, heatment plants, meters, valves, and any other facility, device, or related

appurtenanoe or connection uied in the treatment, transportation, storage or otherlvise related to

the Authority's provision of Authority Water, inoluding all easements, rights-of-way and sites

owned or utilized by the Authorþ.

"Authority Water" means water (whether surface, ground, or a blend of both) that is

delivered through or by the Authority System other than pursuant to a Groundwater Transfer

Agreement - Buyer.

"Board" rneans the Board of Directors of the Authority.

"Chloramine System" means a chlorine and ammonia automatic proportional feed

disinfection system, which is required to be installed by each Converted Entity prior to receiving

Authority Water from the Authority, as further described in Section 5.05 hereof.

"Commission" means the Texas Commission on Environmental Quality, and any

predecessor or sLlccessor agency.

2



"Converted Entity" means a Person who is designated by the Authority to receive or is
actually receiving Authority Water other than through a Groundwater Transfer Agreement - Buyer

or a temporary or emergency water interconnect with a Converted Entity.

"Cost of W'ater" means the Fee charged to a Payor based on the amount of (i) Water

pumped from a Non-Exempt Welh (ii) tmported Water transported into the Authority; and/or (iii)
Authority Water received, and shall be expressed as an amount of dollars for each 1,000 gallons of
Water pumped, imported and/or received from the Authori$, as applicable.

"Delivery Point" means the location at which the Authority's System connects to tlte water

system of a Converted Entity through which Authority 'Water is supplied by the Authority to the

Converted Entity.

"District" means any district created pursuant to Article II[, Section 52(bxl), (2) or

A¡ticle XVI, Section 59, Texas Constitution, regardless of the manner of creation, other than a

navigation dishict or a district governed by Chapter 36 of the Texas Water Code.

"Exempt Well" means a Well within the Authority's boundaries that (i) is not subject to
groundwater reduction requirements imposed by the HGSD, as such requirements may be

amended from time to time; (ii) is owned by a municipality not providing service to oustomers

within the boundaries of the Authority; (iii) has a casing diameter of less than five (5) inches that

solely serves a single farnily dwetting; (iv) is regulated under Chapter 27 of the Texas Water Code

(injection wells); (v) is used for irrigation of agricultural crops; (vi) singularly or when aggregated

with other Wells produces less than five (5) million gallons annually; or (vii) is used solely for
electric generation.

"Fee" shall mean, collectively or individually, any fee, rate or charge imposed by tlie
Authority under the provisions of this Rate Order.

"General Manager" means the GeneralManager of the Authority or his/her designee(s), or
any other person who may hereafter exercise tlie functions of the said General Manager.

"GRP, m€ans that certain groundwater reduction plan, dated May 2003, as amended, and

all directives, determinations and requirements issued by the Authorify (or the Authority Engineer

or Authority Operator) pursuant to such plan, as all of same may be amended from time to time.

"HGSD" means the Harris-Galveston Subsidence District'

"Houston" means the Cify of Houston, Texas.

"Imported Water" means water, whether groundwater or surface water, that is produced

outside of the bounda¡ies of the Authorþ and tansported into the boundaries of the Authority, by

a Person other than the Authority, for subsequent distribution to an end user within the boundaries

of the Authority.

"Importing Water" means the act of transporting water produced outside the Authority's
boundaries across the Authority's boundaries for subsequent distribution to an end user within the

Authority's boundaries.
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"Meter" means any meter required to be installed by Section 4.01(a) hereof.

"Non-Exempt Well" means any Wetl within the Authority other than an Exempt Well.

"Non-Exempt Well Owner" means any Person owning a Non-Exempt Well.

"OPRS" means the Online Pumpage Reporting System maintained by the Authority to

traok the volume of Water received and from which each Payor will generate and print monthly

bills for Fees owed by each Payor.

"Payor" m6ans a Person required to pay a Fee under this Rate Order.

"Person" means any individual, corporation, organization, govemment or governmental

subdivision or agency, District, municipality, county, political subdivision, business trust, trust,

estate, parnrersltip, association, or any other legal entity'

"Pricing Policy" means the policy adopted by the Board pursuant to which the Cost of
Water is determined and implemented. The Cost of Water shall be stated within the body of or as

an exhibit or attachrnent to the Pricing Poticy. The Authority's current Pricing Policy is attaclied

hereto as Exhibit 'r4".

"Rate Order" means this North Harris County Regional Water Authority Rate Order, as

may be amended by the Authority from time to time.

"'Water" means, coilectively, groundwater pumped by a Non-Exempt Well, Imported

Water and Authority Water.

"Water Importation Site" means each connection, other than a connection through which

the Authority recJives wator, whether permanent or temporary, at which water originating from

outside the boundaries of the Authority enters the boundaries of the Authority.

"W-ater Suppty Agreement" means a written agreement in a form substantially similar to

that attached hereió as Exhibit I'C" wherein the Authority covenants to supply and sell, and a

buyer covenants to receive and purchase, a stated volume of Authority Water.

"Well" means a facility, device, or method used to withdraw gtoundwater.

Section 1.02 Interpretations.

The articte and section headings of this Rate Order are included herein for convenience of
reference pulposes only and shatl not constitute a part of this Rate Order or affect its interpretation

in any ,erp""i. Except where the context otherwise requires, words imparting the singular number

shall include the plural and vice versa.

Section 1.03 References.

Any reference in this Rate Order to a document shall mean such document and all exhibits

thereto as amended or supplemented from time to time.
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Section 1.04 Effective Date.

This Rate Order shall become effective immediately upon adoption. However, the

provisions of Article III below, including without limitation the Prioìng Policy and the Cost of
Water stated therein, shall become effective on January I , 20 10.

ARTICLE tr
FINDINGS

Section 2.01 Findines.

Each of the recitals stated in this Rate Order are hereby adopted as a finding of the Board.

AII statutory requirements and conditions have been met for the establishment of those fees, rates,

charges and classifications of fee and rate payers set forth in this Rate Order.

ARTICLE IrI
PRICING POLTCY, COST OF WATER AI.ID FÍ'E COLLECTION

Section 3.01 Pricing Policy: Cost of V/ater.

The Authority shalt, by order or resolution of the Boa¡d adopted in compliance with all

applicabte laws, implement a Pricing Policy and set the Cost of Water. The Board may

pèriodically adopt an updated Pricing Policy and/or Cost of Water without the necessity of
amending this Rate Order. A copy of the current Pricing Policy, which contains the Cost of
Water, is atached hereto as Exhibit "4".

Section 3.02 Date Payments Due.

A Payor must pay the full Fee owed on a monthly basis, and such Fees for Water received

each month shall be due by the 18th day of the second (2nd) month following month during which

the Payor incurred the Fee. For example, Fees for Water received during the month of January

must be paid by the 18th of March. All payments must be received at the offrce of the Authorify, if
mailed, or in the Authority's account, if wíred, on or before the due date.

Section 3.03 Meter ReqdinglReporting.

(a) Authority. The Authority will not send invoices or bills to any Payor'

I{owever, the Authority shall deliver to each Payor a notice, including a copy, of any orders or

resolutions changing the Pricing Policy or Cost of Water and will read each Meter measuring

Authority Water on the last regular business day of each month and enter such readings into the

OPRS.

(b) Pq,or. Payors must read Meters not measuring Authority Water on a daily

basis and enter such readings into the OPRS a rninimum of two (2) non-consecutive days each

week, However, Payors wliose water distribution systerns serve fewer than 250 connections and

use only groundwater or purchase treated Water shall read Meters not measuring Authority Water

and enter such readings into the OPRS a minimum of one (l) time each weelc.
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Seotion 3.04 Collection of Fees.

(a) Fee Statentents. Once all Meter readings have been entered pursuant to

Section 3.03 hereof, the Payor shall print its Fee statement from the OPRS and deliver the Fee

statement to the Authority with full payment, within the timeframe required by Section 3'02

hereof.

(b) Late Fees. Payments for Fees not received by the Authority by the date

requîred in Section 3.02 hereof shall aoorue interest at a rate equal to the sum of one percent (l%)
und th. prime rate published in the Wall Street Journal on the first (l't) day of preceding July that

does not fall on a Saturday or Sunday.

(c) Calleetion Cosfs. In a formal administrative or judicial action to collect

Fees or interest due under this Rate Order, the opposing party, which may be the Authority or the

Payor, shall pay the reasonable attorney fees of the prevailing parly.

Section 3.05 Form !¡f Pavment.

Alt Fees payable to the Authority shall be paid in money which is legal tender in the

United St¿tes of America. Payments will be accepted only by oheck or money order made payable

to the 'North Harris County Regional Water Authoriry" or by wire transfer according to written

wiring inshuctions provided by the Authority. No cash will be accepted. Written wire

instructions are available upon request.

ARTICLE TV
MEASTJRDMDNT OF WATER USAGE

Section 4.0i Meters,

(a) Locations. Each Non-Exempt Well, Delivery Point and Water Importation

Site shall be equipped with a Meter to measure the volume of (i) water pumped from each Non-

Exempt Well, (ii) Authority Water supplied by the Authority to a Converted Entity; or (iii)
Imported Vy'ater hansported into the Authority, respectively; provided however, that any Water

Importation Site which is solely for emergency use and is utilized for less than 30 days in any 365-

day period shall be exempt from the requirement to be equipped with a Meter. The Authority
may, in its sole discretion and on a case-by-case basis, exempt a Water importation Site installed

solely for emergency purposes in the event it must be used for more than 30 days in any 365-day

period.

(b) Accuracy Standards; Testing and Recalibratiott. All Meters must be

calibrated at least once every two (2) years. Any Meter measuring Authority Water must be

lretween 97Yo and 1037o accurate. Any Meter measuring other types of Water must be befween

95Yo and l05oá acourate. If the Authority at any time believes a Meter measuring Water, other

than Authority Water, fails to meet the aforementioned accuracy standards, it may cause such

Meter to be independently tested and the results thereof be reported to the Authority. If the Payor

refuses to test a Meter measuring Water other than Authority Water after the Authority so

requests, the Authority may have the Meter independently tested and recalibrated, including, if
necessary, removing the Meter for testing and replacing it with a temporary Meter. Likewise,
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should a Payor believe a Meter measuring Authority Water fails to meet the aforementioned

accuracy standards, it may notiff the Authority and request that such Meter be independently

tested and the results thereof be reported to the Payor. If the testing reveals that the Meter fails to

meet these accuracy standards, the total quantity of Water received by the Payor will be deemed to

be the average daily consumption as measured by the Meter when in working order, and the Meter

shall be oogected, repaired, or replaced with an accurate Meter. In such event, the Payor's

payments of Fees to the Authority shall be adjusted (increased or decreased) for a period

extending back to the time when the inaccuracy began, if such time is ascertainable; and if such

time is not ascertainable, for a period ertending back to the last test of the measuring equipment,

the date of a material change in average daily use or 120 days, whichever is shorter. Any such

adjustments shall be reflected on the Payor's first payment following the adjushnent' The parfy

that owns and is responsible for operation and maintenance of the Meter, pursuant to Section 5.03

of this Rate Order, shall pay the cost for any testing, recalibrating, removing or replacing a Meter

or installing a temporary Meter, as applicable, unless the testing reveals that the Meter complies

with the aforementioned accuracy standards, in which case the party requesting the testing slrall

pay suoh costs.

Section 4.02 Audits.

The Authority shall have the right to audit the Water measurements or calculations

submitted by the Payor by reading any oflhe Payor's Meter(s) and reviewing the Payor's records'

Upon written request, a Payor shall provide to the Authority, without charge, a copy of any

agreement related to a Water Importation Site or tmported Water and all data and reports used to

calculate the volume of Imported Water or Non-Exempt Well pumpage. Any such audit shall be

conduoted in accordance with audit procedures adopted and implemented by the Authority.

Section 4.03 Failure to Read Meter or Report Water Regeived.

In the event a Payor fails to read a Meter and enter such readings, as required by

Section 3.03(b) hereof, after giving notice of such failure the Authority shall have the right to read

the Meter. If the Authority reads a Meter under such conditions, the Payor will be billed at the

Authority's cost for this service. The Payor's Fee may be based on the Authority's reading,

regardless of when the Authority reads the meter, at the Authority's sole discretion. In addition,

the Authority may impose a penalty of $100 for any month in which such Water \À/as received but

not reported, or the amount of such Water reported tvas more than 10% below the actual amount

of such Water received, as determined by the Authority.

Section 4.04 Annual Water Reports.

Prior to January3lst of each year, each Well owner shall submit to the Authority an

Annual Groundwater Pumpage Report for the immediately preceding calendar year, in the same

format as that required by the HGSD. In addition, each Well owner whose Well permit has been

aggregated by the HGSD under the Authority shall, by April 1 of each year, report to the

Authority the estimated amount of Water it will use during the next permit year.

7



ARTICLE V
AUTHORITY WATER USE AND CONTVERSION

Section 5.01 Use of Authoritv Water by Converted Entities'

Except as otherwise provided by this Section 5.01, all Converted Entities must use only

Authority 'Vy'ater. In the event the Authority is unable to supply a Converted Entity with an

adequate quantity of Authority Water to allow the Converted Entity to meet its demand, tlle

Converted Entity may operate its Well(s) for the minÍmum duration necessary to meet its demand.

However, a Converted Entity required to use its Wetl(s) to meet demand shall coordinate with the

Authority and operate its water production and disnibution system to maximize Authority Water

consumption. In addition, a Converted Entity may exercise its Well(s) as necessary to maintain

its/their proper operability; provided that the Converted Entity provides prior written notice of
such necessity to the Authorþ Engineer detailing the duration and frequency of exercise the V/ell

requires. Notwithstanding the foregoing, nothing in this Rate Order shall be interpreted as

prohibiting a Converted Entity from talcing steps necessary to respond to a life-safety emergency

or to mitigate the impact thereof. The Authority will use its best efforts to provide reasonable

assistance to Converted Entities in responding to a life-safety emergency as rapidly as practicable.

As used this Seotion 5.01, a "life-safety emergency" shall include an explosion, fire or other event

requiring unusual quantities of Water; sabotage, infection or contamination of Water; loss of
pressure; disinfection failure; or another condition involving or relating to Water that could cause

public illness, injury or loss of life.

Section 5.02 Delivery Point: Title to Authority Water.

The Delivery Point for Authority Water supplied by the Authority to a Converted Entity

shall be one (1) foot downstream of the pressure/flow control station and/or Meter installed by the

Authority to serye such Converted Entity, whichever is furthest downstream, as fi.lrtlier illushated

on Exhibit "B'r attached hereto. Title to Authority Water delivered hereunder shall pass from the

Authority to the Converted Entity at the Delivery Point. As such, the Authority shall be deemed to

be in exclusive control and possession of Authority Water until the same shall have been delivered

to the Delivery Point and the Converted Entity shall be deemed to be in exclusive control and

possession of Authority Water after receipt of same at the Delivery Point. In addition, the risk of
loss for'Water delivered hereunder shall be and remain with the party having exclusive control and

possession of the Water as provided herein.

Sectíon 5.03 Delivery Facilities.

Each Converted Entity shall be responsible for conveying Authority Water from the

Delivery Point to and into the Converted Entity's water system. The Authority, and not the

Converted Entity, shall own, operate and maintain all of the equipment installed by the Authority
upstream of the Delivery Point; the Converted Entity shall maintain all facilitíes, tanlcs, buildings,

materials, wells, lines downstream and any other similar or related equipment or facilities related

to the receipt and distribution of Authoriry Water, specificalty including the Converted Entity's

existing water production and distribution system. The Payor shall be responsible for operatíon

and maíntenance of all Meters and related appurtenances used to measure Water that is not

Authority Water.
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Section 5.04 Qlnnection to Authoritv System.

No Person shall connect to the Authority System unless and until the Authority consents in

writing to such connection. If the Authority, at its option, so consents, the connection shall be

made in strict conformity with the terms and conditions of such Authority consent. The Authority
shall fumish, install and operate, at its own expense, the necessary equipment and devices of
standard type for measuring the quantity of Authority Water delivered by the Authority. Unless

otherwise agreed to in writing by the Authority, the Converted Entity shall at all times, at its own

expense, maintain an air gap, in accordance with a location and specifications approved by the

Authority, downstream of the Delivery Point before Authority Water enters the Converted Entity's

ground storage tank. Nothing in this Section 5.04 shall: (i) require a Converted Entity to obtain

any additional consent from the Authorþ related to connections to the Authority System existing

on the date this Rate Order is adopted by the Authority; or (ii) apply to a connection construoted

by the Authority.

Section 5.05 Chloramine Svstem.

(a) Installation. Each Converted Entity is required to: (i) receive permission

from the Commission to use chloramine disinfection; (ii) receive approval from the Commíssion

to conshuct its Chloramine System; (iii) install and begin use of its Chloramine System; and

(iv) maintain use of its Chloramine System thereafter for so long as it is connected to the

Authority's System. Failure to have a Chloramine System installed and operational by the date on

which the Authority is prepared to provide Authority W'ater to the Converted Entify shall

constitute a violation of this Rate Order subject to the penalties outlined in Sections 6.01-'03

hereof.

(b) Notice. Prior to first (1') using a Chloramine System, each Converted

Entity (and each Person that receives water from a Converted Entity, for example and without
limitation, via a water interconnect), and not the Authorþ, shall be responsible for: (i) notiffing
such Converted Entity's Water users about its conversion to and use of chloramine disinfection in

cornpliance with the form and timeframe presoribed by the Commission; and (ii) complying with
any applicable United States Environmental Protection Agency and Commission regulatíons and

requirements, and any other applicable laws.

(c) Certífcatio¡n. Prior to first (1') receiving Authority Water, each Converted

Entity shall provide evidence to the Authority, in a form acceptable to the Authority,
demonstrating that it has complied with the requirements of this Section 5.05.

Section 5.06 Quagtitv or Pressure of Watert Water Supplv Agreements.

(a) Except as provided in this Section 5,06 and notwithstanding any other

provision of this Rate Order or act of the Authority, the Authority does not and will not guarantee

to any Person a specifio quantity or pressure of Authorily Water for any purpose lvhatsoever. In

no case shall ttie Authority be liable for the failure or refusal to ftrnish Authority Water or any

particular amount or pr€ssure of water. In addition, under current Commission rules, Authority
Water is not considered a source of water for purposes of complying with Commission rules

absent an executed water supply agreement. The Authority wilt consider entering such

agreements in a form substantialty similar to that attaohed hereto as Exhibit t'C".

9



(b) The terms of this Rate Order shall be incorporated by reference into each

Water Supply Agreement as if fully set forth therein. The General Manager shall negotiate each

Vy'ater Supply Agreement on the terms specified on the form of such agreement attached hereto, or

on such other terms as the General Manager determines necessary or conveníent after consultation

with the Authorþ Engineer and general counsel to the Authority. The General Manager shall

have authority to execute each Water Supply Agreement and fully bind the Authority thereto.

Section 5.07 Intem¡ptions in Service.

Notwithstanding any provision of this Rate Order or any applicable agreement entered into

by the Authority, the Authorify may interrupt, reduce or cease deliveries of Authority Water if
such interuption or reduction is necessary: (i) due to limitations in the Authority System or

Houston's water system; (ii) in case of emergencies or brealcdowns in the Authority System or

Houston's water system; or (iii) for equipment installation, repairs, modifications, replacements,

inspections, or maintenance on the Authority System or Houston's water system. When

practicable, the Authority shall provide notice in advance of such interruptions, reductions or

cessation. However, the Authority may interrupt, reduce or cease deliveries of Authority Water

without notioe if such intemrption or reduction is necessary because of any emergency condition

invotving publio health, safety or welfare or for purposes of the GRP. The Authority shall have no

liability to any Person for any damages caused by any intenuption in service or any failure þartial
or total) to deliver Authority Water.

Section 5.08 Maintenance- of Groundwater 
'Wells-and 

Interconnects'

Subject to the limitations provided in Section 5.01, Converted Entíties: (i) to the extent

reasonable, shall maintain their existing groundwater well(s) and other groundwater facilities; and

(ii) are encouraged to maintain water line interconnect(s) with other political subdivision(s)' if a

Converted Entity determines that its groundwater well cannot reasonably be maint¿ined, such

Converted Entity shall immediately notify the Authority of such determination.

Section 5.09 Ea¡ly Conversion: Inadecluate Groundwater Facilities.

To the extent that a Person desires to purchase Authority Water on a wholesale basis for
any reason in advance of the date that the Authority intends to provide Authority Water, such

Person may submit a written request for Authority Water to the Authority, which request will be

evaluated by the Authority, in its sole discretion, on economic feasibility, GRP cost, and other

factors; and the Authority will determine, in its sole discretion, if such request can be satisfied, in

rvhat amount, and according to what time frame and terms.

Section 5,10 Implementation of GRP.

Pursuant to the AcÇ the Authority is authorized to develop, prepare, revise, adopt,

implement, enforce, rnanage and participate in the GRP. The GRP may specif, the measures to be

talcen to reduce groundwater withdrawals and the dates and extent to which Persons shall reduce

or terminate withdrawal of groundwater and instead receive water from alternative sources. The

Authority shall manage the GRP, including, without limitation, coordinating with the HGSD and

implementing the GRP's goals. In order to implement the GRP, the Authorif may from time to

time issue groundwater reduction requirements to Persons in order to: (a) comply with or exceed
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HGSD groundwater reduction r€quirements; (b) allocate Authority Water among Persons,

including requiring Persons to take Authority'Water in amounts determined by the Authority, but
that shall not exceed the Person's total demand; and/or (c) comply with the aggregated

groundwater permit from the HGSD. All Persons shall comply with such orders and requirements

of the Authority.

Section 5.1 I Early-Conversion/Over-Conv!:rsion Credits.

The Authority shall receive and be entitled to any early-conversion or over-conversion
credits issued by the HGSD related to Authority Water (or any Water other than groundwater)
consumed or utilized by any Person within the GRP. No Person within the GRP shall obtain (or
attempt to obtain) for such Person's own benefit or the benefit of anyone other than the Authority
or sell (or attempt to sell), any such early-conversion or over-conversion crediis. Ifrequested by

the Authority, Persons within the GRP shall cooperate with the Authority in order to enable the

Authority to receive such early-conversion or over-conversion credits, Nothing in this Section

5.11 shall mean that the Authority will receive or be entitled to any credits resulting from any

Person's participation in HGSD's WaterWise program.

Section 5.12 Drought Co..ntingencv and Water Conservation Plans.

(u) Drought Contingencl, Plans. Prior to first receiving Authority Water, each

Converted Entity shall certify to the Authority that it has adopted and implemented the drought

contingency plan already required by 30 Texas Administrative Code ("TAC") Chapter 288. If a

Converted Entity intends to resell Authority Water to a wliolesale customer, the Converted Entity
shall require its wholesale customer to also implement a drought contingency plan meeting the

requirements of 30 TAC ChaptEr 288.

(b) Water Conservatíon Plans. By April l, 2010 or prior to first receiving
Authority Water, whichever occurs latest, each Converted Entity shail (i) implement a water
conservation plan that complies w¡th 30 TAC $ 288.2(a),rvhether or not the Person is otherwise
currently required to implement such a plan; and (ii) certiff such fact to the Authority. If a

Converred Entity intends to reseli Authority Water to a wholesale customer, the Converted Entity
shall require its wholesale customer to also implement a water conservation plan meeting the

requirements of this Section 5.12(b).

(c) CertíJïcatíons. The certifications required in Sections 5.1z(a)-(b) stating

that the drought contingenoy plan and/or water conservation plan, as applicable, has been adopted

and implemented shall be signed by the Converted Entity's highest ranl<ing ofhcer. In addition,

each Converted Entity certifuing it has complied with Section 5.12(b) hereof shall enclose

therewith å copy of the non-promotional rate shucture (i.e. a rate structure that charges a higher
rate as Water consumption increases) adopted under its water conservation plan.

Section 5.13 Compliance otConverted Entities' Water Svstems.

ln order to protect the Authority System, each Converted Entify's water system, shall be

constructed and operated to comply with the rules promulgated by the Commission! or any

successor agency. Should a condition in violation of these requirements be disoovered, such

Converted Entity shall promptly cure same. The Authority may conduct inspections from time to

11



time to determine that no conditions exist in such Converted Entity's water system and in
connectíons to the Converted Entity's customers'premises which would or might adversely affect

the Authority System.

Section 5.14 Termination and Reconnection of Service

The Authority may take steps necessary to prevent a Converted Entify from continuing to

receive Authority Water as a result of violating the terms of this Rate Order or other Authoriry
rules. If a Converted Entity's ability to receive Authority Water is terminated by the Authority for
any legally authorized cause, all charges then due and a reoorutection fee shall be paid prior to
service being restored. [n the event the Authority deems it necessary to remove a Converted

Entity's Meter to enforce such termination, a reinstallation fee shall be paid prior to service being

restored, which fee is in addition to any other fees imposed (including, witirout limitation, the

reoonnectíon fee). The amount of the reconnection and reinstallation fees described above shall

equal the actual cost incurred by the Authorþ to reoonnect service and/or remove and reinstallthe
Converted Entity's Meter, respectively.

ARTICLE VI
AUTHORITY RIILES AIID PENALTIES

Section 6.01 Rate Order Constitutes Authorilv Rule.

AII of the terms, conditions and duties imposed upon any Person under this Rate Order

shall constitute rules of the Authority. As such, failure by any Person to comply with this Rate

Order shall be a violation of the Authority's rules. Sucli violations shall include, but are not

limited to any Person's failure to:

(a) read any Meter(s) not measuring Authority Water and accurately report

such readings to the Authority;

(b) allow the Authority to audit quantities of Well Pumpage or Imported Water,

read any Meter(s), or test and recalibrate, if necessary, any Meter(s);

(c) maintain any Meter(s) not measuring Authority Water at the applicable

accuracy standard;

(d) pay all Fees when due; and

(e) comply with ttre GRP and all directives and requirements issued by the

Authority related to the GRP, inctuding all requirements related to the amounts of Authority Water

a Converted Entity must take from the Authority.

Section6.02 CivilPenal.tJ.

A Person is subject to a civil penalty of up to $10,000 for each violation or each day of a
continuing violation if the Person: (i) violates any provision of this Rate Order, the GRP or, any

rules contained in either of same; (ii) makes unauthorized use of Authority services or facilities, or

(iii) causes damage to Authority facitities by using such facilities in a manner or for a purpose

conhary to the purpose for which such facilities were designed. The Authority shall set the
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amount of the penalty based on (a) the severity of the offense; (b) whether such violation was

willful, knowing, reckless or inadvertent; (c) the history of offenses by such Person; and (d) the

damages sustained by the Authority. The Authority may bring an action to recover the penalty in

a district court in the county where the violation occurred. Any such penalties shall be paid to the

Authority.

Section 6.03 Termination for Rate Order or GRP Violatioru.

Any Person who violates any provision of this Rate Order or the GRP shall be subjectto

being removed from the GRP or having service terminated; províded, however, that prior to such

removal or termination for violations that do not oonstitute a hazard to health or safety or endanger

the integrity of the Authority's system or adversely affect the GRP, the Authority shall give written

noticc to such Person of the pending removal or disconnection, and such notice shall contain a

timeframe during whioh the Person may contest, explain or correot the violation. In the event a

Person's violations create ahazard to health or safety or endanger the integrity of the Authority's

system or adversely affect the GRP, the Authority may terminate service to such Person without

prior notioe; provided ttrat the Authority gives notice to such Person within 24 hours after service

has been terminated. Removal from the GRP or terrnination of service shall be in addition to any

other penalties tliat may be imposed by the Authority under this Rate Order and remedies that may

otherwise be available to the Authority.

Seotion 6.04 Iniunction.

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 Authority

may bring an action for a civil penalty and injunctive relief in the sarne proceeding.

Section 6.05 P-gnalties Passed through to Violator.

In the event the Authority is penatized for any reason and the cause for such penalty can be

attributed to the action or inaction of any Person, to the maximum extent possible such penalty

shall be passed through to such Person.

ARTICLE VII
IVTISCELLA}I-EOUS

Section 7.01 RiBht to Enter Land.

In addition to any other rights that the Authority may have (by easement or otherwise), the

Authority and its representatives shall have the authority to enter upon any Payor's properfy or any

properly where a Pãyot's Meter is located at any reasonable time in order to: (l) inspect, repair,

instatl, test, maintain or operate any Authority facilities located on a District's water plant site(s) or

to test or monitor the Authority Water delivered; (2) audit the Water measurements submitted to

the Authority; (3) measure Water in the event a Payor has failed to do so; (4) inspect and

investigate conditions relating to the quality of Water or compliance with any Authority rule,

regulation, permit or order. If requested by the Authority, Authority Engineer or Authority

Operator, a Payor shall immediately cooperate with the Authority, Authority Engineer or

Authorify Operator to allow the Authority, Authorify Engineer or Authority Operator to enter such
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site(s) for any of such purpos€s. Unless the Authority has reason to believe that a Payor has not

sub¡nitted correct Water data or an emergency condition involving the public health, safety or

welfare exists, the Authority wiil provide the Payor a minimum of one (1) business day's notice of
its intent to enter upon tlre Payor's land or any properly where a Payor's Meter is located,

Authority representatives entering private properly pursuant to this Section shall observe the

establishment's rules and regulations concerning safety, internal security, and fTre protection and

shall notif, any occupant or management of their presence and shall exhibit proper credentials.

Section 7.02 Amendments to Rate Order and GRP.

As determined necessary by the Authority, the Authority reserves the right to modify from

time to time the GRP and the rates, charges, fees or any other terms of this Rate Order.

Section 7.03 Authoritv Designee.

The Authority hereby designates its General Manager, the Board President and Vice
President, the Authority Engineer, the Authority's Financial Assistant and the Authority Operator

as its designees with authority to exercise the Authority's powers under its GRP and this Rate

Order. In addition, the General Manager may take any action on behalf of the Authority necessary

and convenient to acoomplish the purposes of this Rate Order and the GRP.

Section 7,04 Refusalto Add Persons to GRP.

The Authority, at its sole discretion, may refuse to add Persons (and their wells) to the

GRP, including, without limitation, any Person seehing to be re-admitted to the GRP who at any

time had been removed from the GRP.

Section 7.05 Comnliance with Other Rules.

Except as specifically provided in this Rate Order, nothing herein shall affect any Person's

duty to ensure it complies with all applicable rules, regulations, ordinances or laws governing such

Person, specifically including without limítation those rules, regulations, ordinances or laws

promulgated by ttre State of Texas, the Commission, the Texas Water Development Board, Harris

County, HGSD and Houston.

[The rernainder of this page is intentionally left blank.]
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  UPDATED 12/7/15 
 
 

00204817 

UPDATED PRICING POLICY 
OF THE NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY 

(Effective April 1, 2016) 
 

This Updated Pricing Policy of the North Harris County Regional Water Authority (this "Updated Pricing 
Policy") is intended to define the Cost of Water paid to the Authority for Water used within the Authority and is 
an integral part of the Authority's Rate Order (the "Rate Order"), adopted on October 5, 2009.  Unless 
specifically defined otherwise, capitalized terms in this Updated Pricing Policy shall have the meanings defined 
in the Rate Order. 
 
Effective April 1, 2016, the following Cost of Water will apply to and be due by users of Water within the 
Authority: 
 
 Authority Water      $2.85 per 1,000 gallons 
 Water pumped from a Non-Exempt Well  $2.40 per 1,000 gallons 
 Imported Water     $2.40 per 1,000 gallons 
 
In addition to the above Fees, the Authority shall continue to provide a credit to each Converted Entity that 
constructed a Chloramine System prior to December 1, 2015 in accordance with the Authority's prior policy and 
procedures.  Such credits shall be calculated as outlined below.  Furthermore, any credits for capital 
contributions paid to the Authority by a Payor shall continue as provided in the applicable written agreement 
executed between the Payor and the Authority. 
 
The Authority may revise the above Fees and modify, delete or add any credit(s), subject to the provisions of 
any applicable written agreements, if and when necessary.  Payors will be notified of any such changes.  
 
Chloramination Credits   
 
The annual Chloramination Credit shall be calculated by amortizing the cost of the Chloramine System at 6% 
interest over a 30-year period, which shall begin the year the facilities are placed in service. The annual 
Chloramination Credit amount will be divided by 12 and the resultant amount will be credited monthly toward 
the fees payable to the Authority for the Water used by the Converted Entity. 

New/Replacement Facilities 

In order to help facilitate the effective implementation of the GRP, any Payor who anticipates the construction 
of new or replacement Water production, storage and/or treatment facilities and/or related appurtenances shall 
advise the Authority of those plans as early in the process as possible.  The Authority will review such proposed 
improvements for conformity with the goals of the GRP and the possibility of the Authority being able to 
address those needs (i.e., by providing water in lieu of the Payor having to construct or replace facilities).  
Within the limits of its jurisdiction, the Authority will regulate construction of such facilities to accomplish the 
goals of the GRP. 

Policy Implementation 

The General Manager is authorized to take any actions on behalf of the Authority necessary and convenient to 
accomplish the purposes of this Updated Pricing Policy.  The General Manager is also authorized to take actions 
necessary to comply with any special credit provisions provided under any agreements that may exist between a 
Payor and the Authority. 



E)ffiIBIT I'B'I

Delivery Point

Exhíbit "B'
North Hsnís Coung Regionol Wûter^uthority Rate Ordcr



Gonverted
Entity

System

EXHIBIT B

SCHEMATIC LAYOUT OF LOCATION

OF DELIVERY POINT

.Authority System

1 Foot or First
ange

Direction of FIow

Delivery Point

Exhibit "B"
North l'Io¡ris County Regionol Woter ráruthority Rate Ordcr

o
É
J

.9
ø
,a
E6
É
G
l--

't
o

Metering
Station

Pressure/Flow
Gontrol Station

NOT TO SCALE



EXIIIBIT ''CII
Form af Water Supply Agreenrcnt

Exh¡bit "C'
North Hunis County Rcgionul Wotcr Authority Rste Order



WATER SITPPLY AGRDEMDNT

WHEREAS, lbuyer nanteJ, afentity 4tpe](tre "Buyer") has requested this'Water Supply Agreement (the

"Agreement") from the North Ha¡ris County Regional Water Authority (the "Authority") so Buyer may maintain

compliance with the Texas Commission on Environmental Quality's requirements related to Buyer's minimum
water supply capacity;

WHEREAS, Buyer desires to purchase and the Authority desires to sell the volume of water specifìed

below in the manner and on the terms herein specified;

NOW, THEREFORE, for and in consideration of the mutual promises and consideration hereinafter

described, the Authority and Buyer hereby agree as follows:

L, Purchasc and Sale of Water. Buyer shall buy and receive from the Authority, and the Auttrority
shall sell and deliver to the Buyer, at the Delivery Point, a volume of Authority Water between 

- 
million gallons

per day ("MGD") and _ MGD.

2. Flow Rate, Pressure and Disinfection Method. The Authority shatl deliver Authority Water at a

rate not to exceed _ gallons per hour and at pressure adequate to discharge Authority Water into Buyer's ground

storage tanJc, To facilitate the operation of both the Authority System and Buyefs water production and distribution
system, Buyer shall accept at the Delivery Point _ MGD average daily flow and 

- 
MGD during peal< day flow'

Both the Authority and Buyer shall disinfect Authority Water using chloramines.

3. Contact fnformation. Tbe contact information for Buyer for all correspondence related to this

Agreement shall be:

Buyer
[Name]
IStreet]
[City, State Zip]
[Phone #]

[Fax #] Fax

rü/ith a copy to:

[Nu¡ne]
IStreet]
[City, State Zip]

fPhone #]

[Fax#J Fax

4. Term. This Agreement shall be effective on the date on which this Agreement is signed by both

parfies hereto and shall end on January 1,2040.

5. Other Terms Incorporated by Referencc. The Authority's Standard Terms of Water Supply

Agreement (the "standard Terms") and Rate Order, os it may be amended from time to time, are incorporated by
reference and made apart of this Agreement as though fully set forth herein, A copy of the Standard Terms is

attached hereto as Appendix "1". Untess otherwise defined, capitalized terms in this Agreement and the Standard

Terms shall have the meaning assigned in the Rate Order.

The parties hereto have caused this Agreement to be duly executed effective as of the date of the latest

signafure hereon.

Buyer: Authority:
Name:
Title:

Jimmie Schindervolf
General Manager

Attest:
Name:
Title:

Date:
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Notices, All notices, consents, or other
communications required hereunder shall be
in writing and shall be sufficiently gíven (i)
if uddressed snd mniled by first clnss,
certified or ¡egístered mßil, postoge prepnid,
or (ii) upon receipt of noticc Eiven by
focsimile, ovemight courier or personal
rlelivery, in either case as follows:

If to the Buver: to the addrcss and/or fax
number Ìisted in Paragruph 3 of the Water
Supply Agreement.

If to tlre Authoritv:
Jimmie Schindervolf, 6eneral Manager
Nortl¡ Hanis County Regionol lVoter

AuthoriR
3648 FM t960 Wes! Suite I l0
Houston, Texas 77068
(Fnx) 281-440-4104

Wílh a copy lo:
Robin S. Bobbitt
Joh¡son RadclÍffe Pet¡ov & Bobbítt PLLC
l00l Mcl(inney, Suife I000
l'louston, Texas 77002
(Fax) 713"237-1313

Binding Effcct; Assignmcnt Thc
Agreement shall inure to the benefit oe, and
shsll be bìnding upon, the Authorìty, Buyer
and their rrspective successors and ossigns
nuthorized by the terms of the Agreemcnt.
Neither party moy assign the Agreement or
ils rights and responsibilities thereunder to a
third party without the prior written consent

olthe other party to tle Agreement.

Severubility. In tle event ûny
provision of tìe Agreement shall be held
invalid or unenlo¡ceable by nny court of
competent jurisdiction, such holding shall
not invalidatc or render unenforceable any
olher provision of such Agreement and the
Agreement shsll be read as though tlre
invalídated or unenforceable provision were
not preser¡t.

Govcrning L¡rv. The Agrecment sltall
be governed by, ond consbued in
uccordance with, the larvs of the Slale of
Texas, includi¡g but not limited to, the
rules and regulotions of the Commission.
Venue shalf l¡e in Ha¡ris County, Texas.

Third-Party Bcncfit. Nothing in the
Agreemen! express or implied, is intended
or shsll be construed to confer upon or give
to ûny person, other tl¡Bn fhe Authority and
tìe Buyer involved" ony righÇ remedy or
claim under or by reason ofthc Agreemen[
and the covenants nnd agreemenh contnined
therein are a¡ld shnll bc for the sole and
exclusive benefit of lhe parties therelo or
their successors nnd assigns.

Intcgrrtion. The Water Supply

APPENDD('I1I'
Standard Tenns of Water Supply Agree,neilt

Agreemen! these Sts¡d¡rd Terms snd lhe

Rate Order constitute the cntire sgreement
behveen the Authority and Buycr sncl shall

completely and fully superscde all prior
undertalcings or sgrsements, rvhether oral or
written, relnting to the subject matter hcreof.

Hcodings. Section and subsection
headings in the Agreement a¡e included f'or

convenience ofreference only and will not
constitute a pq¡t ol the Agreement for any

pufpose.

Updates to Authority Rulcs. The sale

of Authority Wnter under the Agreement
shnll be subject to all of the provisions of
the rules, ¡utes and regulations established

a¡rd amcnded Êom time to tíme by the

Auürority's Board of Directors or Íts

Geneml Monager concemíng rate revíew
and adjustrncn! generally-applicable
tcmporary intem:ptions of scrvice, cut-off,
lien for charges, und all other generally-
applicuble motters now or here¡fter
prescribed by resolution of the Authority or
delegated to the Authority's Generul

Manager, including rulcs rcquired by or
promulgated under the Authority's Rûte

Order or GRP; provided thnt no amendment

to or waiver of uy provision of the

Agreement, nor consent thereto, will be

effective unless the same is in writing
executcd by both the Authorify and the

Buyer, Such amendmenÇ *s[vg¡ ¡¡ co¡5ent
will be effective only in the specific
instance and for the specific purpose for
which given. Nothing in thís section shall
prohibit ony change to fhesc Sta¡dard
Terms of Water Supply Agreement required
to comply wiür an order or a regulation ol
ony Stnte or Federal Bgency with
jurisdiction over the Autlrority, anrl any

such change shall be binding on the Buyer.

Wuívcr. Fnilu¡e of either pûrty at Eny

time 1o require performonce of anY

provision of the Agrecment shall not limit
the pnrtyrs right to enforce such provision,
nor shall any rvaiver of any breach of any

provision constitute a waiver of nny

succeeding brcach of drat provision or n

waiver of that provision itself,

Counterparls. The Agreement moy be

execufed in any number o[ counterparts,

each of which, rvhen so executcd md
delivered, sholl be on originnl; but such

counlerpûrts shall togethcr mnstitut€ buf

one md tfte samc Agreement.

Consequentinl Dumlges. In no event
shnll the parties or ûny of their ofTiliotes, by
reason of any of their respective ûcts or
omissions relating to sny ol tlreir
obligations under tbe Agreement unless

such acts or omissions are intentional, be

Exhibit "C"

liable, whether in contract' tort,
misrepresentntion, ì'v¡Irrllnty, negligcnce (but
not gross negligence), shict liobility or
otherwise, lor any speciol, indirec!
incident¡l or consequential domtges arising

out of or in con¡eotion with thc Agreement,

or the perlormûnce or brench tlrercoI
provided however that nothing ín the

foregoing stalement shall be construed to bc

a waiver of sovereign or governmental

immunity protections or delenses to rvhich
the Authority or Buyer may olhenvise be

entitled,

Rclntionship of thc Purties. The
Authority nnd a Buyer shall not be rleemed

in a relotionship ofpnrLners orjoìnt ventures

by reoson of the Agreement or the activities
tnlcen pursuant herelo, The Agreement is

inlcnded to secure ord providc for the

services of each party ltereto es an

independent contrtctor,

Furlhcr Assurances. In furlherunce of
the terms a¡rd conditions of the Agreernen!
esch of thc parties shull cooperate in good

faith with euch other in order 1o schieve the

performcnce of their respective obligations
under the Agreement.

Forcc Mujcure. Jn the event either
Buyer or the Authority (a "Party") is
rendered unrble, wholly or in purl by Force

Mrjeure, to cerry out uny of is obligations
under this Agreement, it Ìs agreed that upon

such Purfy's givíng notice and ñ¡ll
paliculnrs of such Force Majeurc in writing
to the other Party ns soon 0s possiblc ofler

the occurrence of thc Force Mnjeure, the

obligntions ofthe Porty giving such'notice,

to tie extent it is ¡ffectcd by Force Mojeure
and to the extent that due diligence is being

used to resume performancc, shall be

suspended for thc durolion of the Force

Mqjeure. Such cûuse shnll, as far as

possible, be remedicd with all ¡ensonable

dispotch.

The term "Force Majeurs," ûs used

herein, shull include, but not be limited to,

scts ol God, strikes, lookouts or other

industrial disturbances, acts of the public
enemy, w¿ut acts of terrorism, blockades,

insunections, riots, epidemics, lnndslides,

lightning, earthquukes, fires, storms, floods,

wnshouts, droughts, tomudoes, hurricanes,

anests nnd reslrainls of government and

people, explosions, breakage or dumage to

mnchinery, pipelines or cunals, and any

ottrer inabilities of either Party, rvhether

similur to those enumerated or othenvise,

and not rvithin the cont¡ol of the ParB
claiming such inability, which by the

excrcise of due diligence and csrc such

Pnrty coutd not have avoided.

North f'lanis County Regioml Water Authority R¡te O¡der



Project Description
   

Description of Project Need (for example, is the project needed to address a current compliance

issue, avoid potential compliance issues, extend service, expand capacity, etc.): Expansion of the

City of Houston (COH) water treatment capacity is required to meet increasing customer demands

resulting from projected increases in regional population.  The COH is among the largest providers

of surface water to customers in Region H.  The COH currently treats water from Lake Houston

and Lake Livingston at three treatment plants prior to distribution to customers.  The three plants

are the Northeast Water Purification Plant (NEWPP), the East Water Purification Plant (EWPP),

and the Southeast Water Purification Plant (SEWPP).  The expansion of the NEWPP will

accommodate Houston customers including the needs of the four Regional Water Authorities

(North Harris County Regional Water Authority, West Harris County Regional Water Authority,

Central Harris County Regional Water Authority, and North Fort Bend Water Authority).  This

application addresses the needs of the North Harris County Regional Water Authority (NHCRWA).

 

(See City of Houston Application.)

   

Provide a detailed description of the proposed project. The description should include a discussion

of the current service area, existing system facilities; and an adequate description of all proposed

project elements (include a bulleted list of new project elements/components).: The NHCRWA

intends to purchase an additional 113 MGD of treated water capacity from the COH out of the

expanded NEWPP for use in implementing the NHCRWA’s Groundwater Reduction Plan (GRP).

Treated water purchased from the COH will be conveyed to water districts and cities in the

NHCRWA service area through a proposed delivery system (Second Source Line, Initial Phase of

NHCRWA 2025 Transmission System, and the NHCRWA 2025 Distribution System) for which the

NHCRWA is seeking TWDB funds through separate applications.

(See City of Houston Application.)

   

Water Made Available
   

New Supply: 143,360 (acre-feet/year)/$222,070,000 (capital cost)

   

New Conservation Savings: 0 (acre-feet/year)/$0 (capital cost)

   

New Reuse Supply: 0 (acre-feet/year)/$0 (capital cost)

   

Maintenance of Current Supply: 0 (acre-feet/year)/$0 (capital cost)



SWIFT
   

SWIFT Funding Type

Low Interest Loan: $222070000.00

   

Is this request for multi-year funding or phased commitments?: Y

   

As an applicant for financial assistance from SWIFT, I acknowledge that this project must comply

with any applicable legal obligations in federal law related to contracting with disadvantaged

business enterprises.: Y

   

As an applicant for financial assistance from SWIFT, I acknowledge that this project must comply

with applicable legal obligations in state law (Texas Government Code Chapter 2161 and Texas

Administrative Code Chapter 20, Subchapter B) related to contracting with historically

underutilized businesses.: Y



NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY

Projected Debt Service With 2016 Refunding 2008 Bonds, 2015-2030 TWDB Swift Bond Financings and Projected Additional Bonds Calculating MADS

3/28/2018

OutlineForSwiftBond2016-2030CaculatingMADS - For 2018 Planning 3-28-2018

$195,050,000 $391,715,000 $469,345,000 $230,200,000 $78,670,000 $38,530,000 $23,070,000 $39,615,000 $82,525,000 $8,445,000 $58,205,000 $45,900,000 $183,895,000 $72,790,000 $77,605,000 TOTAL Out-of-Pocket Next Year's

Existing Debt Series 2016 Series Series Series Series Series Series Series Series Series Series Series Series Series Series Annual BONDED Capitalized Bond Debt Out-of-Pocket

Service (a) (b) Subtotal 2017 (d) Subtotal 2018 (d) Subtotal 2019 (d) Subtotal 2020 (d) Subtotal 2021 (d) Subtotal 2022 (d) Subtotal 2023 (d) Subtotal 2024 (d) Subtotal 2025 (d) Subtotal 2026 (d) Subtotal 2027 (d) Subtotal 2028 (d) Subtotal 2029 (d) Subtotal 2030 (d) Subtotal Total Debt Service DEBT SERVICE Interest Service Bonded Dbt Sv

Year Year

2015 $30,826,973 $30,826,973 $30,871,446 2015

2016 $30,871,446 $30,871,446 $30,871,446 $0 $30,871,446 $32,779,464 2016

2017 $35,653,345 $4,688,162 $40,341,507 $0 $40,341,507 $40,341,507 $7,562,044 $32,779,464 $40,695,069 2017

2018 $35,659,885 $9,647,535 $45,307,420 $10,144,502 $55,451,922 $2,593,131 $58,045,053 $58,045,053 $17,349,984 $40,695,069 $66,481,423 2018

2019 $35,544,077 $9,642,955 $45,187,032 $19,134,156 $64,321,188 $24,725,900 $89,047,088 $1,271,855 $90,318,943 $90,318,943 $23,837,521 $66,481,423 $78,887,453 2019

2020 $35,548,118 $9,631,760 $45,179,878 $19,154,904 $64,334,782 $24,725,900 $89,060,682 $12,127,331 $101,188,013 $434,652 $101,622,665 $101,622,665 $22,735,213 $78,887,453 $95,547,222 2020

2021 $35,545,473 $9,626,030 $45,171,503 $19,187,038 $64,358,541 $24,725,900 $89,084,441 $12,127,331 $101,211,772 $4,144,471 $105,356,243 $229,254 $105,585,497 $105,585,497 $10,038,275 $95,547,222 $105,123,633 2021

2022 $36,954,670 $9,621,166 $46,575,836 $19,223,226 $65,799,062 $24,725,900 $90,524,962 $12,127,331 $102,652,293 $4,144,471 $106,796,764 $2,094,927 $108,891,692 $137,267 $109,028,958 $109,028,958 $109,028,958 $3,905,325 $105,123,633 $108,263,093 2022

2023 $36,947,385 $9,616,516 $46,563,901 $19,259,038 $65,822,939 $24,725,900 $90,548,839 $12,127,331 $102,676,170 $4,144,471 $106,820,641 $2,094,927 $108,915,569 $1,254,347 $110,169,915 $249,178 $110,419,093 $110,419,093 $110,419,093 $2,156,000 $108,263,093 $110,700,525 2023

2024 $36,950,581 $9,615,851 $46,566,431 $19,304,952 $65,871,383 $24,725,900 $90,597,284 $12,127,331 $102,724,615 $4,144,471 $106,869,086 $2,094,927 $108,964,013 $1,254,347 $110,218,360 $2,208,229 $112,426,589 $547,141 $112,973,730 $112,973,730 $112,973,730 $2,273,205 $110,700,525 $112,567,205 2024

2025 $36,969,851 $9,608,393 $46,578,244 $19,347,342 $65,925,586 $24,725,900 $90,651,486 $12,127,331 $102,778,817 $4,144,471 $106,923,288 $2,094,927 $109,018,216 $1,254,347 $110,272,562 $2,208,229 $112,480,792 $4,714,653 $117,195,445 $55,990 $117,251,435 $117,251,435 $117,251,435 $4,684,230 $112,567,205 $114,584,143 2025

2026 $36,985,149 $9,605,138 $46,590,287 $19,393,570 $65,983,857 $24,725,900 $90,709,757 $12,127,331 $102,837,088 $4,144,471 $106,981,559 $2,094,927 $109,076,487 $1,254,347 $110,330,833 $2,208,229 $112,539,063 $4,714,653 $117,253,716 $482,463 $117,736,179 $395,794 $118,131,973 $118,131,973 $118,131,973 $3,547,830 $114,584,143 $118,783,513 2026

2027 $36,973,695 $9,600,839 $46,574,533 $19,436,092 $66,010,625 $24,725,900 $90,736,526 $12,127,331 $102,863,857 $4,144,471 $107,008,328 $2,094,927 $109,103,255 $1,254,347 $110,357,602 $2,208,229 $112,565,831 $4,714,653 $117,280,484 $482,463 $117,762,947 $3,366,001 $121,128,948 $312,120 $121,441,068 $121,441,068 $121,441,068 $2,657,555 $118,783,513 $120,984,067 2027

2028 $36,979,251 $9,603,937 $46,583,188 $19,479,345 $66,062,533 $24,725,900 $90,788,433 $12,127,331 $102,915,764 $4,144,471 $107,060,235 $2,094,927 $109,155,163 $1,254,347 $110,409,509 $2,208,229 $112,617,739 $4,714,653 $117,332,392 $482,463 $117,814,855 $3,366,001 $121,180,856 $2,654,402 $123,835,257 $1,313,010 $125,148,267 $125,148,267 $125,148,267 $4,164,200 $120,984,067 $125,754,830 2028

2029 $36,983,721 $9,614,062 $46,597,783 $19,529,777 $66,127,560 $24,725,900 $90,853,460 $12,127,331 $102,980,791 $4,144,471 $107,125,262 $2,094,927 $109,220,190 $1,254,347 $110,474,536 $2,208,229 $112,682,766 $4,714,653 $117,397,419 $482,463 $117,879,882 $3,366,001 $121,245,883 $2,654,402 $123,900,284 $10,894,416 $134,794,700 $519,721 $135,314,420 $135,314,420 $135,314,420 $9,559,590 $125,754,830 $128,938,357 2029

2030 $36,996,625 $9,612,566 $46,609,191 $19,576,428 $66,185,619 $24,725,900 $90,911,520 $12,127,331 $103,038,851 $4,144,471 $107,183,322 $2,094,927 $109,278,249 $1,254,347 $110,532,596 $2,208,229 $112,740,825 $4,714,653 $117,455,478 $482,463 $117,937,941 $3,366,001 $121,303,942 $2,654,402 $123,958,344 $10,894,416 $134,852,759 $4,312,268 $139,165,027 $554,100 $139,719,127 $139,719,127 $139,719,127 $10,780,770 $128,938,357 $137,497,964 2030

2031 $36,998,168 $9,613,256 $46,611,424 $19,626,201 $66,237,625 $24,725,900 $90,963,525 $12,127,331 $103,090,856 $4,144,471 $107,235,327 $2,094,927 $109,330,255 $1,254,347 $110,584,601 $2,208,229 $112,792,831 $4,714,653 $117,507,484 $482,463 $117,989,947 $3,366,001 $121,355,948 $2,654,402 $124,010,349 $10,894,416 $134,904,765 $4,312,268 $139,217,033 $4,597,521 $143,814,554 $143,814,554 $143,814,554 $6,316,590 $137,497,964 $140,597,868 2031

2032 $37,003,868 $9,609,112 $46,612,980 $19,667,369 $66,280,349 $24,725,900 $91,006,249 $12,127,331 $103,133,580 $4,144,471 $107,278,051 $2,094,927 $109,372,979 $1,254,347 $110,627,325 $2,208,229 $112,835,555 $4,714,653 $117,550,208 $482,463 $118,032,671 $3,366,001 $121,398,672 $2,654,402 $124,053,073 $10,894,416 $134,947,489 $4,312,268 $139,259,757 $4,597,521 $143,857,278 $143,857,278 $143,857,278 $3,259,410 $140,597,868 $143,906,774 2032

2033 $37,013,065 $9,608,544 $46,621,609 $19,708,236 $66,329,845 $24,725,900 $91,055,746 $12,127,331 $103,183,077 $4,144,471 $107,327,548 $2,094,927 $109,422,475 $1,254,347 $110,676,822 $2,208,229 $112,885,051 $4,714,653 $117,599,704 $482,463 $118,082,167 $3,366,001 $121,448,168 $2,654,402 $124,102,570 $10,894,416 $134,996,985 $4,312,268 $139,309,253 $4,597,521 $143,906,774 $143,906,774 $143,906,774 $0 $143,906,774 $135,905,496 2033

2034 $28,962,221 $9,611,171 $38,573,392 $19,755,175 $58,328,567 $24,725,900 $83,054,467 $12,127,331 $95,181,798 $4,144,471 $99,326,269 $2,094,927 $101,421,196 $1,254,347 $102,675,543 $2,208,229 $104,883,772 $4,714,653 $109,598,426 $482,463 $110,080,888 $3,366,001 $113,446,889 $2,654,402 $116,101,291 $10,894,416 $126,995,707 $4,312,268 $131,307,975 $4,597,521 $135,905,496 $135,905,496 $135,905,496 $135,905,496 $135,957,057 2034

2035 $28,964,959 $9,610,576 $38,575,535 $19,804,593 $58,380,128 $24,725,900 $83,106,028 $12,127,331 $95,233,359 $4,144,471 $99,377,830 $2,094,927 $101,472,757 $1,254,347 $102,727,104 $2,208,229 $104,935,333 $4,714,653 $109,649,987 $482,463 $110,132,449 $3,366,001 $113,498,450 $2,654,402 $116,152,852 $10,894,416 $127,047,268 $4,312,268 $131,359,536 $4,597,521 $135,957,057 $135,957,057 $135,957,057 $135,957,057 $130,461,356 2035

2036 $23,414,868 $9,617,704 $33,032,572 $19,851,855 $52,884,427 $24,725,900 $77,610,327 $12,127,331 $89,737,659 $4,144,471 $93,882,129 $2,094,927 $95,977,057 $1,254,347 $97,231,403 $2,208,229 $99,439,633 $4,714,653 $104,154,286 $482,463 $104,636,749 $3,366,001 $108,002,750 $2,654,402 $110,657,151 $10,894,416 $121,551,567 $4,312,268 $125,863,835 $4,597,521 $130,461,356 $130,461,356 $130,461,356 $130,461,356 $130,528,829 2036

2037 $23,416,869 $9,627,480 $33,044,349 $19,907,551 $52,951,900 $24,725,900 $77,677,800 $12,127,331 $89,805,131 $4,144,471 $93,949,602 $2,094,927 $96,044,529 $1,254,347 $97,298,876 $2,208,229 $99,507,105 $4,714,653 $104,221,759 $482,463 $104,704,221 $3,366,001 $108,070,222 $2,654,402 $110,724,624 $10,894,416 $121,619,040 $4,312,268 $125,931,308 $4,597,521 $130,528,829 $130,528,829 $130,528,829 $130,528,829 $130,587,340 2037

2038 $23,420,370 $9,624,378 $33,044,748 $19,965,663 $53,010,411 $24,725,900 $77,736,311 $12,127,331 $89,863,643 $4,144,471 $94,008,113 $2,094,927 $96,103,041 $1,254,347 $97,357,387 $2,208,229 $99,565,617 $4,714,653 $104,280,270 $482,463 $104,762,733 $3,366,001 $108,128,734 $2,654,402 $110,783,135 $10,894,416 $121,677,551 $4,312,268 $125,989,819 $4,597,521 $130,587,340 $130,587,340 $130,587,340 $130,587,340 $115,695,868 2038

2039 $8,469,206 $9,625,933 $18,095,139 $20,023,800 $38,118,939 $24,725,900 $62,844,839 $12,127,331 $74,972,171 $4,144,471 $79,116,641 $2,094,927 $81,211,569 $1,254,347 $82,465,915 $2,208,229 $84,674,145 $4,714,653 $89,388,798 $482,463 $89,871,261 $3,366,001 $93,237,262 $2,654,402 $95,891,663 $10,894,416 $106,786,079 $4,312,268 $111,098,347 $4,597,521 $115,695,868 $115,695,868 $115,695,868 $115,695,868 $115,742,440 2039

2040 $8,469,954 $9,631,871 $18,101,825 $20,063,686 $38,165,511 $24,725,900 $62,891,411 $12,127,331 $75,018,743 $4,144,471 $79,163,213 $2,094,927 $81,258,141 $1,254,347 $82,512,487 $2,208,229 $84,720,717 $4,714,653 $89,435,370 $482,463 $89,917,833 $3,366,001 $93,283,834 $2,654,402 $95,938,235 $10,894,416 $106,832,651 $4,312,268 $111,144,919 $4,597,521 $115,742,440 $115,742,440 $115,742,440 $115,742,440 $115,804,059 2040

2041 $8,472,626 $9,641,918 $18,114,544 $20,112,586 $38,227,130 $24,725,900 $62,953,030 $12,127,331 $75,080,362 $4,144,471 $79,224,832 $2,094,927 $81,319,760 $1,254,347 $82,574,106 $2,208,229 $84,782,336 $4,714,653 $89,496,989 $482,463 $89,979,452 $3,366,001 $93,345,453 $2,654,402 $95,999,854 $10,894,416 $106,894,270 $4,312,268 $111,206,538 $4,597,521 $115,804,059 $115,804,059 $115,804,059 $115,804,059 $115,868,048 2041

2042 $8,474,026 $9,650,800 $18,124,826 $20,166,293 $38,291,119 $24,725,900 $63,017,019 $12,127,331 $75,144,351 $4,144,471 $79,288,821 $2,094,927 $81,383,749 $1,254,347 $82,638,095 $2,208,229 $84,846,325 $4,714,653 $89,560,978 $482,463 $90,043,441 $3,366,001 $93,409,442 $2,654,402 $96,063,843 $10,894,416 $106,958,259 $4,312,268 $111,270,527 $4,597,521 $115,868,048 $115,868,048 $115,868,048 $115,868,048 $115,918,198 2042

2043 $8,487,746 $9,635,990 $18,123,736 $20,217,533 $38,341,269 $24,725,900 $63,067,169 $12,127,331 $75,194,501 $4,144,471 $79,338,971 $2,094,927 $81,433,899 $1,254,347 $82,688,245 $2,208,229 $84,896,475 $4,714,653 $89,611,128 $482,463 $90,093,591 $3,366,001 $93,459,592 $2,654,402 $96,113,993 $10,894,416 $107,008,409 $4,312,268 $111,320,677 $4,597,521 $115,918,198 $115,918,198 $115,918,198 $115,918,198 $115,957,741 2043

2044 $8,488,427 $9,623,812 $18,112,239 $20,268,573 $38,380,812 $24,725,900 $63,106,712 $12,127,331 $75,234,043 $4,144,471 $79,378,514 $2,094,927 $81,473,441 $1,254,347 $82,727,788 $2,208,229 $84,936,017 $4,714,653 $89,650,671 $482,463 $90,133,133 $3,366,001 $93,499,134 $2,654,402 $96,153,536 $10,894,416 $107,047,952 $4,312,268 $111,360,220 $4,597,521 $115,957,741 $115,957,741 $115,957,741 $115,957,741 $116,004,124 2044

2045 $8,496,255 $9,613,959 $18,110,214 $20,316,981 $38,427,195 $24,725,900 $63,153,095 $12,127,331 $75,280,427 $4,144,471 $79,424,897 $2,094,927 $81,519,825 $1,254,347 $82,774,171 $2,208,229 $84,982,401 $4,714,653 $89,697,054 $482,463 $90,179,517 $3,366,001 $93,545,518 $2,654,402 $96,199,919 $10,894,416 $107,094,335 $4,312,268 $111,406,603 $4,597,521 $116,004,124 $116,004,124 $116,004,124 $116,004,124 $111,877,712 2045

2046 $4,315,500 $9,606,124 $13,921,624 $20,379,159 $34,300,783 $24,725,900 $59,026,683 $12,127,331 $71,154,015 $4,144,471 $75,298,485 $2,094,927 $77,393,413 $1,254,347 $78,647,759 $2,208,229 $80,855,989 $4,714,653 $85,570,642 $482,463 $86,053,105 $3,366,001 $89,419,106 $2,654,402 $92,073,507 $10,894,416 $102,967,923 $4,312,268 $107,280,191 $4,597,521 $111,877,712 $111,877,712 $111,877,712 $111,877,712 $98,021,248 2046

2047 $0 $20,444,319 $20,444,319 $24,725,900 $45,170,219 $12,127,331 $57,297,551 $4,144,471 $61,442,021 $2,094,927 $63,536,949 $1,254,347 $64,791,295 $2,208,229 $66,999,525 $4,714,653 $71,714,178 $482,463 $72,196,641 $3,366,001 $75,562,642 $2,654,402 $78,217,043 $10,894,416 $89,111,459 $4,312,268 $93,423,727 $4,597,521 $98,021,248 $98,021,248 $98,021,248 $98,021,248 $52,851,029 2047

2048 $0 $12,127,331 $12,127,331 $4,144,471 $16,271,802 $2,094,927 $18,366,729 $1,254,347 $19,621,076 $2,208,229 $21,829,305 $4,714,653 $26,543,959 $482,463 $27,026,421 $3,366,001 $30,392,422 $2,654,402 $33,046,824 $10,894,416 $43,941,240 $4,312,268 $48,253,508 $4,597,521 $52,851,029 $52,851,029 $52,851,029 $52,851,029 $40,723,697 2048

2049 $4,144,471 $4,144,471 $2,094,927 $6,239,398 $1,254,347 $7,493,745 $2,208,229 $9,701,974 $4,714,653 $14,416,627 $482,463 $14,899,090 $3,366,001 $18,265,091 $2,654,402 $20,919,493 $10,894,416 $31,813,908 $4,312,268 $36,126,176 $4,597,521 $40,723,697 $40,723,697 $40,723,697 $40,723,697 $36,579,227 2049

2050 $2,094,927 $2,094,927 $1,254,347 $3,349,274 $2,208,229 $5,557,503 $4,714,653 $10,272,157 $482,463 $10,754,620 $3,366,001 $14,120,620 $2,654,402 $16,775,022 $10,894,416 $27,669,438 $4,312,268 $31,981,706 $4,597,521 $36,579,227 $36,579,227 $36,579,227 $36,579,227 $34,484,299 2050

2051 $1,254,347 $1,254,347 $2,208,229 $3,462,576 $4,714,653 $8,177,229 $482,463 $8,659,692 $3,366,001 $12,025,693 $2,654,402 $14,680,095 $10,894,416 $25,574,510 $4,312,268 $29,886,778 $4,597,521 $34,484,299 $34,484,299 $34,484,299 $34,484,299 $33,229,953 2051

2052 $2,208,229 $2,208,229 $4,714,653 $6,922,883 $482,463 $7,405,345 $3,366,001 $10,771,346 $2,654,402 $13,425,748 $10,894,416 $24,320,164 $4,312,268 $28,632,432 $4,597,521 $33,229,953 $33,229,953 $33,229,953 $33,229,953 $31,021,723 2052

2053 $4,714,653 $4,714,653 $482,463 $5,197,116 $3,366,001 $8,563,117 $2,654,402 $11,217,519 $10,894,416 $22,111,934 $4,312,268 $26,424,202 $4,597,521 $31,021,723 $31,021,723 $31,021,723 $31,021,723 $26,307,070 2053

2054 $482,463 $482,463 $3,366,001 $3,848,464 $2,654,402 $6,502,865 $10,894,416 $17,397,281 $4,312,268 $21,709,549 $4,597,521 $26,307,070 $26,307,070 $26,307,070 $26,307,070 $25,824,607 2054

2055 $3,366,001 $3,366,001 $2,654,402 $6,020,402 $10,894,416 $16,914,818 $4,312,268 $21,227,086 $4,597,521 $25,824,607 $25,824,607 $25,824,607 $25,824,607 $22,458,606 2055

2056 $2,654,402 $2,654,402 $10,894,416 $13,548,817 $4,312,268 $17,861,085 $4,597,521 $22,458,606 $22,458,606 $22,458,606 $22,458,606 $19,804,205 2056

2057 $10,894,416 $10,894,416 $4,312,268 $15,206,684 $4,597,521 $19,804,205 $19,804,205 $19,804,205 $19,804,205 $8,909,789 2057

2058 $4,312,268 $4,312,268 $4,597,521 $8,909,789 $8,909,789 $8,909,789 $8,909,789 $4,597,521 2058

2059 $4,597,521 $4,597,521 $4,597,521 $4,597,521 $4,597,521 $0 2059

2060 2060

2061 2061

2062 2062
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STATE OF TEXAS § 
 § 
NORTH HARRIS COUNTY § 
   REGIONAL WATER AUTHORITY § 

TENTH SUPPLEMENTAL RESOLUTION AUTHORIZING ISSUANCE OF 
NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY SENIOR 
LIEN REVENUE BONDS; PRESCRIBING THE TERMS AND CONDITIONS 
THEREOF; PROVIDING FOR PAYMENT THEREOF AND THE SECURITY 
THEREFOR; MAKING OTHER PROVISIONS REGARDING SUCH BONDS; 
AND CONTAINING OTHER MATTERS RELATED THERETO 

BE IT RESOLVED AND ORDERED BY THE BOARD OF DIRECTORS OF NORTH 
HARRIS COUNTY REGIONAL WATER AUTHORITY:   

ARTICLE I 
 

FINDINGS AND DETERMINATIONS 

Section 1.1 Findings and Determinations.  It is hereby officially found and determined 
that: 

(a) Pursuant to a Master Resolution adopted on May 19, 2003 (the “Master 
Resolution”) the Board of Directors (the “Board”) of the North Harris County Regional 
Water Authority (the “Authority”) provided for the establishment of a financing program 
for revenue-supported obligations of the Authority issued to carry out the powers and 
authority conferred by the Act.   

(b) The Master Resolution authorized the adoption of Supplemental 
Resolutions (hereinafter defined) to provide for the authorization, issuance, sale and 
delivery, and to establish certain terms (including the form, characteristics, interest 
rate(s), and provisions of payment and redemption) of each series or installment of Senior 
Lien Obligations (hereinafter defined) issued thereunder.   

(c) The Board has previously authorized the issuance of the Previously Issued 
Senior Lien Obligations (hereinafter defined) pursuant to the Master Resolution. 

(d) The Board has determined that it is in the best interest of the Authority to 
issue a series of bonds as Senior Lien Obligations as herein provided, which Senior Lien 
Obligations shall be issued pursuant to the Master Resolution and particularly Section 3.4 
thereof. 

[End of Article I] 
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ARTICLE II 
 

AUTHORITY AND DEFINITIONS 

Section 2.1 Supplemental Resolution.  This Resolution is authorized pursuant to 
Sections 3.1 and 6.5 of the Master Resolution. 

Section 2.2 Definitions.  Capitalized terms used in this Resolution and not otherwise 
defined herein shall have the meanings assigned to such terms in Section 2.1 of the Master 
Resolution.  In addition, capitalized terms used in this Resolution and in the recitals hereto shall 
have the meanings set forth in Exhibit A 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 herein defined. 

Section 2.3 Rules of Construction.  For all purposes of this Resolution, unless the 
context requires otherwise, all references to designated Articles, Sections and other subdivisions 
are to articles, sections and other subdivisions of this Resolution.  References to any 
constitutional, statutory or regulatory provision means such provision as it exists on the date this 
Resolution is adopted by the Board and any future amendment thereto or successor provision 
thereof. 

Section 2.4 Interpretations.  All terms defined herein and all pronouns used in this 
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 Resolution and the Table of Contents of this 
Resolution have been inserted for convenience of reference only and are not to be considered a 
part hereof and shall not in any way modify or restrict any of the terms or provisions hereof.  
This Resolution and all the terms and provisions hereof shall be liberally construed to effectuate 
the purposes set forth herein and to sustain the validity of the Series 2018 Bonds and the validity 
of the lien on and pledge of the Net Revenues to secure the payment of the Series 2018 Bonds. 

[End of Article II] 
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ARTICLE III 
 

AUTHORIZATION AND TERMS OF THE SERIES 2018 BONDS 

Section 3.1 Authorization, Terms and Purpose.  In accordance with and subject to the 
terms, conditions and limitations established in the Master Resolution and this Resolution, a 
series of Bonds, which shall be designated as the “NORTH HARRIS COUNTY REGIONAL 
WATER AUTHORITY SENIOR LIEN REVENUE BONDS, SERIES 2018”, is hereby 
authorized to be issued in an aggregate principal amount of __________ MILLION __________ 
THOUSAND AND NO/100 DOLLARS ($____________).  The Series 2018 Bonds shall be 
issued for the purposes of (a) financing the design, acquisition, construction, expansion, 
improvement, renovation and equipment of the System; (b) funding a debt service reserve fund 
or a Reserve Fund Obligation; (c) funding capitalized interest; and (d) paying costs of issuance 
of the Series 2018 Bonds, all under and pursuant to the authority of the Act and all other 
applicable law.   

Section 3.2 Interest Payment Dates, Interest Rates and Maturities.   

(a) The Bonds shall be dated __________, 2018. The Bonds shall be issued in 
fully registered form, without coupons, in the denomination of $5,000 or any integral 
multiple thereof (an “Authorized Denomination”). The Bonds shall be numbered 
separately from R-l upward. 

(b) The Bonds shall mature on December 15 in the years and in the principal 
amounts and shall bear interest at the rates set forth in the following schedule: 

Year 
Principal 

Amounts ($) 
Interest 

Rates (%) Year 
Principal 

Amounts ($) 
Interest 

Rates (%) 
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      
      

(c) Interest shall accrue and be payable on each Bond respectively until its 
maturity or prior redemption, from the Issuance Date or the most recent interest payment 
date to which interest has been paid or provided for at the rates set forth above. Such 
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interest shall be payable semiannually until maturity or prior redemption on each Interest 
Payment Date, computed on the basis of a 360-day year of twelve 30-day months. 

(d) If interest on any Series 2018 Bond is not paid on any Interest Payment 
Date and continues unpaid for thirty (30) days thereafter, the Paying Agent/Registrar 
shall establish a new record date for the payment of such interest, to be known as a 
“Special Record Date.”  The Paying Agent/Registrar shall establish a Special Record 
Date when funds to make such interest payment are received from or on behalf of the 
Authority.  Such Special Record Date shall be fifteen (15) days prior to the date fixed for 
payment of such past due interest, and notice of the date of payment and the Special 
Record Date shall be sent by United States mail, first class, postage prepaid, not later than 
five (5) days prior to the Special Record Date, to each affected Registered Owner as of 
the close of business on the day prior to mailing of such notice. 

Section 3.3 Redemption Prior to Maturity.  The Bonds shall be subject to redemption 
before their scheduled maturity only as provided in this Section. 

(a) Mandatory Redemption.  The Bonds shall not be subject to mandatory 
redemption prior to their scheduled maturity. 

(b) Optional Redemption.  The Authority reserves the right and option to 
redeem Bonds maturing on and after December 15, 20__, in inverse order of maturity, in 
whole or in part before their respective scheduled maturity dates, on December 15, 20__, 
or on any date thereafter (such redemption date or dates to be fixed by the Authority), at a 
price equal to the principal amount of the Series 2018 Bonds so called for redemption 
plus accrued interest to the date fixed for redemption. The Authority, at least forty-five 
(45) days before the redemption date, shall notify the Paying Agent/Registrar of such 
redemption date and of the principal amount of Series 2018 Bonds to be redeemed. 

(c) Partial Redemption.   

(i) If less than all of the Series 2018 Bonds are to be redeemed, the 
Authority shall determine the maturity or maturities to be redeemed and shall 
direct the Paying Agent/Registrar to call by lot the Series 2018 Bonds or portion 
thereof, within such maturity or maturities and in such principal amounts for 
redemption. 

(ii) A portion of a single Series 2018 Bond of a denomination greater 
than $5,000 may be redeemed, but only in a principal amount equal to $5,000 or 
any integral multiple thereof. If such a Series 2018 Bond is to be partially 
redeemed, the Paying Agent/Registrar shall assign a separate number for each of 
$5,000 portion of Series 2018 Bonds and sell the portion or portions of the Series 
2018 Bonds to be redeemed by lot or by any other customary method that results 
in a random selection. 

(iii) Upon surrender of any Series 2018 Bond for redemption in part, 
the Paying Agent/Registrar, in accordance with the provisions of this Resolution, 
shall authenticate and deliver an exchange Series 2018 Bond or Bonds in an 
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aggregate principal amount equal to the unredeemed portion of the Series 2018 
Bond so surrendered, such exchange being without charge notwithstanding any 
provision herein to the contrary. 

(iv) The Paying Agent/Registrar shall promptly notify the Authority in 
writing of the principal amount to be redeemed of any Series 2018 Bond as to 
which only a portion thereof is to be redeemed. 

Section 3.4 Manner of Payment, Characteristics, Execution, and Authentication.  The 
Paying Agent/Registrar shall be the paying agent for the Series 2018 Bonds.  The Series 2018 
Bonds shall be payable, shall have the characteristics, shall be signed and executed, shall be 
sealed, and shall be authenticated, all as provided and in the manner indicated in the FORM OF 
SERIES 2018 BONDS attached hereto as Exhibit B.  The Series 2018 Bonds initially delivered 
shall also have attached or affixed thereto the registration certificate of the Comptroller of Public 
Accounts of the State of Texas.  If any person serving as an officer of the Authority, whose 
manual or facsimile signature shall appear on the Series 2018 Bonds, shall cease to be such 
officer before the authentication of the Series 2018 Bonds or before the delivery of any Series 
2018 Bond, such person’s manual or facsimile signature shall nevertheless be valid and sufficient 
for all purposes as if such person had remained in such office on the date of authentication or 
delivery of such Series 2018 Bond. 

If the date of payment of principal of or interest on any Series 2018 Bond is not a 
Business Day, then the date for such payment shall be the next succeeding Business Day, and 
payment on such date shall have the same force and effect as if made on the original date such 
payment was due. 

Any portion of the text of any Series 2018 Bonds may be set forth on the reverse thereof, 
with an appropriate reference thereto on the face of the Series 2018 Bond.  The definitive Series 
2018 Bonds shall be printed, lithographed, engraved, or typewritten or produced by any 
combination of these methods, or produced in any other manner, all as determined by the officers 
executing such Series 2018 Bonds as evidenced by their execution thereof, but the initial Series 
2018 Bonds submitted to the Attorney General of Texas may be typewritten, photocopied, or 
otherwise reproduced. 

Section 3.5 Ownership.  The Authority, the Paying Agent/Registrar and any other 
person may treat the person in whose name any Series 2018 Bond is registered as the absolute 
owner of such Series 2018 Bond for the purpose of mailing payment of the principal and 
premium, if any, thereof, and for the further purpose of making payment of interest thereon, for 
the purpose of giving notice to the Owners of the Series 2018 Bonds, and for all other purposes, 
whether or not such Series 2018 Bond is overdue, and neither the Authority nor the Paying 
Agent/Registrar shall be bound by any notice or knowledge to the contrary.  All payments made 
to the person deemed to be the Owner of any Series 2018 Bond in accordance with this Section 
shall be valid and effectual and shall discharge the liability of the Authority and the Paying 
Agent/Registrar upon such Series 2018 Bond to the extent of the sums paid. 

Section 3.6 Registration, Transfer, and Exchange.  So long as any Series 2018 Bonds 
remain Outstanding, the Paying Agent/Registrar shall keep the Register at its principal corporate 
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trust office, in which, subject to such reasonable regulations as it may prescribe, the Paying 
Agent/Registrar shall provide for the registration and transfer of the Series 2018 Bonds in 
accordance with the terms of this Resolution. 

Each Series 2018 Bond shall be transferable only upon presentation and surrender thereof 
at the principal corporate trust office of the Paying Agent/Registrar, duly endorsed for transfer, 
or accompanied by an assignment duly executed by the Registered Owner or his authorized 
representative in form satisfactory to the Paying Agent/Registrar.  Upon due presentation of any 
Series 2018 Bond for transfer, the Paying Agent/Registrar shall authenticate and deliver in 
exchange therefor, within seventy-two (72) hours after such presentation, a new Series 2018 
Bond or Series 2018 Bonds, registered in the name of the transferee or transferees, in authorized 
denominations and of the same maturity and aggregate principal amount and bearing interest at 
the same rate as the Series 2018 Bond or Series 2018 Bonds so presented. 

Each Series 2018 Bond shall be exchangeable upon presentation and surrender thereof at 
the principal corporate trust office of the Paying Agent/Registrar for a Series 2018 Bond or 
Series 2018 Bonds of the same maturity and bearing interest at the same rate and in any 
authorized denomination, in an aggregate principal amount equal to the unpaid principal amount 
of the Series 2018 Bond or Series 2018 Bonds presented for exchange.  The Paying 
Agent/Registrar shall be and is hereby authorized to authenticate and deliver exchange Series 
2018 Bonds in accordance with the provisions of this Section.  Each exchanged or replaced 
Series 2018 Bond delivered by the Paying Agent/Registrar in accordance with this Section shall 
be entitled to the benefits and security of this Resolution to the same extent as the Series 2018 
Bond or Series 2018 Bonds in lieu of which such Series 2018 Bond is delivered. 

The Authority or the Paying Agent/Registrar may require the Owner of any Series 2018 
Bond to pay a sum sufficient to cover any tax or other governmental charge that may be imposed 
in connection with the transfer or exchange of such Series 2018 Bond.  Any fee or charge of the 
Paying Agent/Registrar for such transfer or exchange shall be paid by the Authority. 

Section 3.7 Book-Entry Only System.  The Series 2018 Bonds shall be initially issued 
in the form of a separate single fully registered bond for each of the maturities thereof.  Upon 
initial issuance, the ownership of each such Series 2018 Bond shall be registered in the name of 
Cede & Co., as nominee of DTC, and except as provided in Section 3.9 hereof, all of the 
Outstanding Series 2018 Bonds shall be registered in the name of Cede & Co., as nominee of 
DTC .  Upon delivery by DTC to the Paying Agent/Registrar of written notice to the effect that 
DTC has determined to substitute a new nominee in place of Cede & Co., and subject to the 
provision in this Resolution with respect to interest checks being mailed to the Owner at the 
close of business on the Record Date, the word “Cede & Co.” in this Resolution shall refer to 
such new nominee of DTC. 

With respect to Series 2018 Bonds registered in the name of Cede & Co., as nominee of 
DTC, the Authority and the Paying Agent/Registrar shall have no responsibility or obligation to 
any DTC Participant or to any person on behalf of whom such a DTC Participant holds an 
interest in the Series 2018 Bonds.  Without limiting the immediately preceding sentence, the 
Authority and the Paying Agent/Registrar shall have no responsibility or obligation with respect 
to (a) the accuracy of the records of DTC, Cede & Co. or any DTC Participant with respect to 
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any ownership interest in the Series 2018 Bonds, (b) the delivery to any DTC Participant or any 
other person, other than a Bondholder, as shown on the Register, of any notice with respect to the 
Series 2018 Bonds, including any notice of redemption or (c) the payment to any DTC 
Participant or any other person, other than an Owner, as shown in the Register of any amount 
with respect to principal of Series 2018 Bonds, premium, if any, or interest on the Series 2018 
Bonds. 

Except as provided in Section 3.9 of this Resolution, the Authority and the Paying 
Agent/Registrar shall be entitled to treat and consider the person in whose name each Series 
2018 Bond is registered in the Register as the absolute owner of such Series 2018 Bond for the 
purpose of payment of principal of, premium, if any, and interest on Series 2018 Bonds, for the 
purpose of giving notices of redemption and other matters with respect to such Series 2018 
Bond, for the purpose of registering transfer with respect to such Series 2018 Bond, and for all 
other purposes whatsoever.  The Paying Agent/Registrar shall pay all principal of Series 2018 
Bonds, premium, if any, and interest on the Series 2018 Bonds only to or upon the order of the 
respective Owners, as shown in the Register as provided in this Resolution, or their respective 
attorneys duly authorized in writing, and all such payments shall be valid and effective to fully 
satisfy and discharge the Authority’s obligations with respect to payment of principal of, 
premium, if any, and interest on the Series 2018 Bonds to the extent of the sum or sums so paid.  
No person other than an Owner shall receive a Series 2018 Bond certificate evidencing the 
obligation of the Authority to make payments of amounts due pursuant to this Resolution. 

The Paying Agent/Registrar and the Authority acting by and through an Authorized 
Representative, may enter into a Letter of Representations with DTC to implement the book-
entry only system of Series 2018 Bond registration described above and all prior acts of the 
Authorized Representatives in this regard are hereby ratified and confirmed. 

Section 3.8 Payments and Notices to Cede & Co.  Notwithstanding any other 
provision of this Resolution to the contrary, as long as any Series 2018 Bonds are registered in 
the name of Cede & Co., as nominee of DTC, all payments with respect to principal of, 
premium, if any, and interest on the Series 2018 Bonds, and all notices with respect to such 
Series 2018 Bonds shall be made and given, respectively, in the manner provided in the Letter of 
Representations. 

Section 3.9 Successor Securities Depository; Transfer Outside Book-Entry Only 
System.  In the event that the Authority or the Paying Agent/Registrar determines that DTC is 
incapable of discharging its responsibilities described herein and in the representation letter of 
the Authority to DTC, and that it is in the best interest of the beneficial owners of the Series 2018 
Bonds that they be able to obtain certificated Series 2018 Bonds, the Authority or the Paying 
Agent/Registrar shall (a) appoint a successor securities depository, qualified to act as such under 
Section 17(a) of the Securities and Exchange Act of 1934, as amended, notify DTC of the 
appointment of such successor securities depository and transfer one or more separate Series 
2018 Bonds to such successor securities depository or (b) notify DTC of the availability through 
DTC of Series 2018 Bonds and transfer one or more separate Series 2018 Bonds to DTC 
Participants having Series 2018 Bonds credited to their DTC account.  In such event, the Series 
2018 Bonds shall no longer be restricted to being registered in the Register in the name of Cede 
& Co., as nominee of DTC, but may be registered in the name of the successor securities 
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depository, or its nominee, or in whatever name or names Owners transferring or exchanging 
Series 2018 Bonds shall designate, in accordance with the provisions of this Resolution. 

Section 3.10 Cancellation.  All Series 2018 Bonds paid or redeemed in accordance with 
this Resolution, and all Series 2018 Bonds in lieu of which exchanged Series 2018 Bonds or 
replacement Series 2018 Bonds are authenticated and delivered in accordance herewith, shall be 
canceled and destroyed upon the making of proper records regarding such payment or 
redemption.  The Paying Agent/Registrar shall periodically furnish the Authority with 
certificates of destruction of such Series 2018 Bonds. 

Section 3.11 Replacement Series 2018 Bonds.  Upon the presentation and surrender to 
the Paying Agent/Registrar of a damaged or mutilated Series 2018 Bond, the Paying 
Agent/Registrar shall authenticate and deliver in exchange therefor a replacement Series 2018 
Bond of like maturity, interest rate, and principal amount, bearing a number not 
contemporaneously outstanding.  The Authority or the Paying Agent/Registrar may require the 
Owner of such Series 2018 Bond to pay a sum sufficient to cover any tax or other governmental 
charge that may be imposed in connection therewith and any other expenses connected 
therewith, including the fees and expenses of the Paying Agent/Registrar. 

If any Series 2018 Bond is destroyed, lost or stolen, the Authority, pursuant to the 
applicable laws of the State of Texas and in the absence of notice or knowledge that such Series 
2018 Bond has been acquired by a bona fide purchaser, shall execute and the Paying 
Agent/Registrar shall authenticate and deliver a replacement Series 2018 Bond of like maturity, 
interest rate, and principal amount, bearing a number not contemporaneously outstanding, 
provided that the Owner thereof shall have: 

(a) Furnished to the Authority and the Paying Agent/Registrar satisfactory 
evidence of the ownership of and the circumstances of the loss, destruction or theft of 
such Series 2018 Bond; 

(b) Furnished such security or indemnity as may be required by the Paying 
Agent/Registrar and the Authority to save them harmless; 

(c) Paid all expenses and charges in connection therewith, including, but not 
limited to, printing costs, legal fees, fees of the Paying Agent/Registrar and any tax or 
other governmental charge that may be imposed; and 

(d) Met any other reasonable requirements of the Authority and the Paying 
Agent/Registrar. 

If, after the delivery of such replacement Series 2018 Bond, a bona fide purchaser of the original 
Series 2018 Bond in lieu of which such replacement Series 2018 Bond was issued presents for 
payment such original Series 2018 Bond, the Authority and the Paying Agent/Registrar shall be 
entitled to recover such replacement Series 2018 Bond from the person to whom it was delivered 
or any person taking therefrom, except a bona fide purchaser, and shall be entitled to recover 
upon the security or indemnity provided therefor to the extent of any loss, damage, cost, or 
expense incurred by the Authority or the Paying Agent/Registrar in connection therewith. 
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If any such damaged, mutilated, destroyed, lost, or stolen Series 2018 Bond has become 
or is about to become due and payable, the Authority in its discretion may, instead of issuing a 
replacement Series 2018 Bond, authorize the Paying Agent/Registrar to pay such Series 2018 
Bond. 

Each replacement Series 2018 Bond delivered in accordance with this Section shall be 
entitled to the benefits and security of this Resolution to the same extent as the Series 2018 Bond 
or Series 2018 Bonds in lieu of which such replacement Series 2018 Bond is delivered. 

[End of Article III] 
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ARTICLE IV 
 

FORM OF SERIES 2018 BONDS 

Section 4.1 Form of Series 2018 Bonds.  The form of Series 2018 Bonds, Paying 
Agent/Registrar’s Authentication Certificate, Comptroller’s Registration Certificate and 
assignment shall be substantially as set forth in Exhibit B hereto, with such appropriate 
variations, omissions or insertions as are permitted or required by this Resolution and the Series 
2018 Bonds may have such numbers or other identifying marks of identification (including 
identifying CUSIP numbers) and such legends and endorsements thereon as may, consistent 
herewith, be approved by the Authorized Representative.  Errors or omissions in the printing of 
the numbers, or in the printing of the opinion or statement of insurance referred to in this Article, 
shall have no effect on the validity of the Series 2018 Bonds. 

Section 4.2 Printing of Opinion of Co-Bond Counsel.  A copy of the opinion of OLLP, 
Houston, Texas, and Radcliffe Bobbitt Adams Polley PLLC, Houston, Texas, Co-Bond Counsel, 
in such form as is delivered upon payment for the Series 2018 Bonds, may be printed on the 
reverse side of or otherwise attached to such Series 2018 Bonds or will be delivered to DTC if 
the Series 2018 Bonds are held in book-entry only form; and the use of the facsimile signature of 
the President or Secretary of the Board to certify to the correctness of such copy is hereby 
authorized. 

Section 4.3 Printing of Statement of Insurance.  The Board hereby authorizes the 
printing on any Series 2018 Bonds of any statement of insurance with respect to such Series 
2018 Bonds furnished by any Bond Insurer insuring such Series 2018 Bonds. 

[End of Article IV] 
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ARTICLE V 
 

SECURITY AND SOURCE OF 
PAYMENT FOR THE SERIES 2018 BONDS 

Section 5.1 Series 2018 Bonds Secured by Master Resolution.  The Series 2018 Bonds 
issued hereunder are equally and ratably secured, together with the Previously Issued Senior Lien 
Obligations and any Senior Lien Obligations issued hereafter, by (a) the 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 the Master Resolution) and (b) any 
other funds and sources pledged to the payment of Senior Lien Obligations pursuant to the 
Master Resolution, without preference, priority or distinction on account of series or installment, 
or the actual time or times of the authentication, delivery or maturity of such Series 2018 Bonds 
so that all such Series 2018 Bonds, together with the Previously Issued Senior Lien Obligations 
and any Senior Lien Obligations issued hereafter, at any time outstanding hereunder shall have 
the same right, lien and preference under and by virtue of the 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 simultaneously 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. 

Section 5.2 Augmentation of Coverage Fund Requirement.  As long as the Series 2018 
Bonds remain outstanding, the Coverage Fund Requirement shall equal the greater of (a) 25% of 
the maximum Annual Debt Service Requirements for the Outstanding Senior Lien Obligations 
and (b) the maximum Annual Debt Service Requirements for Outstanding Senior Lien 
Obligations minus Net Revenues.  In determining Net Revenues for purposes of clause (b), the 
Authority may use any of the following amounts:  (i) Net Revenues for the most recently 
completed Fiscal Year or for any consecutive twelve (12) month period out of the eighteen (18) 
month period immediately preceding the date on which the Coverage Fund Requirement is then 
being measured or (ii) Net Revenues as adjusted to give effect to (A) any increase in rates, fees 
or other charges of the Authority or the System, (B) the addition of territory to the Authority that 
was placed into effect or consummated prior to the adoption of the Supplemental Resolution 
authorizing Senior Lien Obligations then being issued (as if such increase or addition had been in 
effect or consummated throughout the period being considered), (C) any projected increase in 
Net Revenues associated with increased demand or the expansion of the System, as certified by 
or on behalf of the Authority or (D) any combination of (A), (B) and (C). 

[End of Article V] 
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ARTICLE VI 
 

CONCERNING THE PAYING AGENT/REGISTRAR 

Section 6.1 Acceptance.  [ZB, National Association, dba Amegy Bank, Houston, 
Texas], is hereby appointed as the initial Paying Agent/Registrar for the Series 2018 Bonds.  
Such initial Paying Agent/Registrar and any successor Paying Agent/Registrar, by undertaking 
the performance of the duties of the Paying Agent/Registrar hereunder and under the Master 
Resolution, and in consideration of the payment of fees and/or deposits of money pursuant to this 
Resolution, shall be deemed to accept and agree to abide by the terms of this Resolution and the 
Master Resolution. 

Section 6.2 Paying Agent/Registrar Agreement.  The registration of and payment of 
the principal of, premium, if any, and interest on the Series 2018 Bonds when due shall be 
effectuated pursuant to the terms of one or more Paying Agent/Registrar Agreements to be 
entered into by and between the Authority and the Paying Agent/Registrar, which shall be 
substantially in the form presented to the Board with this Resolution, the terms and provisions of 
which are hereby approved, and the President of the Board and the Secretary of the Board are 
hereby authorized to execute and deliver such Paying Agent/Registrar Agreement on behalf of 
the Authority in multiple counterparts. 

Section 6.3 Fiduciary Account.  All money transferred to the Paying Agent/Registrar 
under the Master Resolution and this Resolution (except sums representing the Paying 
Agent/Registrar’s fees) shall be held in a fiduciary account for the benefit of the Authority, shall 
be the property of the Authority, and shall be disbursed in accordance with the Master Resolution 
and this Resolution. 

Section 6.4 Bonds Presented.  Subject to the provisions of Section 6.5, all matured 
Series 2018 Bonds presented to the Paying Agent/Registrar for payment shall be paid without the 
necessity of further instructions from the Authority.  Such Series 2018 Bonds shall be canceled 
as provided herein. 

Section 6.5 Series 2018 Bonds Not Timely Presented.  Funds held by the Paying 
Agent/Registrar that represent principal of and interest on the Series 2018 Bonds remaining 
unclaimed by any Owner after the expiration of three (3) years from the date such funds have 
become due and payable (a) shall be reported and disposed of by the Paying Agent/Registrar in 
accordance with the provisions of Title 6 of the Texas Property Code, as amended, to the extent 
such provisions are applicable to such funds, or (b) to the extent such provisions do not apply to 
the funds, such funds shall be paid by the Paying Agent/Registrar to the Authority upon receipt 
by the Paying Agent/Registrar of a written request therefor from the Authority. 

The Paying Agent/Registrar shall have no liability to the Owners of the Series 2018 
Bonds by virtue of actions taken in compliance with this Section. 

Section 6.6 Paying Agent/Registrar May Own Series 2018 Bonds.  The Paying 
Agent/Registrar in its individual or any other capacity, may become the owner or pledgee of 
Series 2018 Bonds with the same rights it would have if it were not the Paying Agent/Registrar. 
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Section 6.7 Successor Paying Agent/Registrars.  The Authority covenants that at all 
times while any Series 2018 Bonds are Outstanding it will provide a legally qualified bank, trust 
company, financial institution, or other agency to act as Paying Agent/Registrar for the Series 
2018 Bonds.  If the Paying Agent/Registrar or its successor for any reason no longer acts as 
Paying Agent/Registrar hereunder, the Authority covenants that it will appoint a successor 
Paying Agent/Registrar to perform the duties of Paying Agent/Registrar hereunder.  Any 
successor Paying Agent/Registrar shall be either (a) a national or state banking institution or 
(b) a corporation organized and doing business under the laws of the United States of America or 
any state, which is authorized under such laws to exercise trust powers, and shall be subject to 
supervision or examination by federal or state authority, authorized to perform the fiduciary 
duties described by the Master Resolution and authorized by law to serve as a Paying 
Agent/Registrar hereunder. 

The Authority reserves the right to change the Paying Agent/Registrar for the Series 2018 
Bonds on not less than sixty (60) days written notice to the Paying Agent/Registrar, as long as 
any such notice is effective not less than sixty (60) days prior to the next succeeding principal or 
interest payment date on the Series 2018 Bonds.  Promptly upon the appointment of any 
successor Paying Agent/Registrar, the previous Paying Agent/Registrar shall deliver the Register 
or a copy thereof to the new Paying Agent/Registrar and the new Paying Agent/Registrar shall 
notify each Registered Owner, by first-class mail, postage prepaid, of such change and of the 
address of the new Paying Agent/Registrar.  Each Paying Agent/Registrar hereunder, by acting 
in that capacity, shall be deemed to have agreed to the provisions of this Resolution. 

[End of Article VI] 
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ARTICLE VII 
 

PROVISIONS CONCERNING SALE AND APPLICATION 
OF PROCEEDS OF SERIES 2018 BONDS 

Section 7.1 Issuance, Sale and Delivery of Series 2018 Bonds; Approval of Private 
Placement Memorandum.   

(a) The sale of the Bonds to the Texas Water Development Board (the 
“TWDB”) at a price of the par value thereof, is hereby approved.  It is hereby officially 
found, determined and declared that the above price and terms of sale of the Bonds are 
the most advantageous reasonable obtainable by the Authority. 

(b) The Bonds herein authorized shall be initially issued (i) as a single fully 
registered bond in the total principal amount of this series with principal installments to 
become due and payable as provided in Section 3.2 hereof and numbered T-1, or (ii) as 
one bond for each year of maturity in the applicable principal amount and denomination 
as referenced in Section 3.2 hereof and to be numbered consecutively from T-1 and 
upward (hereinafter called the “Initial Bond(s)”) and, in either case, the Initial Bond(s) 
shall be registered in the name of the initial purchaser(s) or the designee thereof. The 
Initial Bond(s) shall be the Bonds submitted to the Office of the Attorney General of the 
State of Texas for approval, certified and registered by the Office of the Comptroller of 
Public Accounts of the State of Texas and delivered to the TWDB. Any time after the 
delivery of the Bonds, the TWDB shall have the right to exchange such bonds as 
provided in Section 3.6 hereof without cost. 

(c) The Board hereby finds and determines that all representations and 
covenants set forth in the Master Resolution are true and correct as of the date of this 
Resolution and the Board ratifies and confirms such covenants and representations as if 
they were set forth herein. 

(d) The Board hereby approves the form and content of the Private Placement 
Memorandum prepared in connection with the sale of the Bonds and presented to the 
Board with this Resolution, together with such changes as may be approved by an 
Authorized Representative, and authorizes the distribution and delivery of the Private 
Placement Memorandum to the TWDB, as the purchaser of the Series 2018 Bonds.  An 
Authorized Representative of the Authority is authorized to execute such Private 
Placement Memorandum to evidence the approval thereof. 

Section 7.2 Approval, Registration, and Delivery.  The President of the Board and the 
Secretary of the Board are hereby authorized to have control and custody of the Series 2018 
Bonds and all necessary records and proceedings pertaining thereto pending their delivery to the 
TWDB, and the Authorized Representatives and other officers and employees of the Authority 
are hereby authorized, directed and instructed to make such certifications and to execute such 
instruments (including by printed facsimile signature) as may be necessary to accomplish the 
initial delivery of the Series 2018 Bonds and to assure the investigation, examination, and 
approval thereof by the Attorney General of Texas and the registration of the initial Series 2018 
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Bonds by the Comptroller of Public Accounts of the State of Texas. Upon registration of the 
Series 2018 Bonds, the Comptroller of Public Accounts of the State of Texas (or a deputy 
designated in writing to act for him) shall be requested to sign manually the registration 
certificate prescribed herein to be attached or affixed to each Series 2018 Bond initially delivered 
and the seal of the Comptroller of Public Accounts of the State of Texas shall be impressed or 
printed or lithographed thereon. Delivery of the Series 2018 Bonds is subject to the unqualified 
approving opinions as to the legality of the Series 2018 Bonds of the Attorney General of Texas 
and of Orrick, Herrington & Sutcliffe LLP, Houston, Texas and Radcliffe Bobbitt Adams Polley 
PLLC, Houston, Texas, Co-Bond Counsel. 

Section 7.3 Application of Proceeds of Series 2018 Bonds.  The proceeds of the Series 
2018 Bonds, upon the receipt thereof, shall be applied in the following manner and in the 
amounts directed by an Authorized Representative: 

(a) Interest Account.  First, there shall be credited to the “Interest Account,” 
which account is within the Interest and Sinking Fund, the amounts, if any, received as 
accrued and capitalized interest on the Series 2018 Bonds to apply to the payment of 
interest on the Series 2018 Bonds as the same becomes due. 

(b) Reserve Fund.  Second, there shall be credited to the Reserve Fund an 
amount sufficient to satisfy the portion of the Reserve Fund Requirement required to be 
deposited and maintained pursuant to Section 4.4 of the Master Resolution (whether 
through a deposit of money, purchase of a Reserve Fund Obligation or a combination 
thereof). 

(c) Construction Fund.  Third, proceeds from the sale of the Series 2018 
Bonds shall be applied to establish a Construction Fund.  Proceeds of the Series 2018 
Bonds deposited to the Construction Fund shall be used for the purposes set forth in 
Section 3.1 of this Resolution.  Any proceeds of the Series 2018 Bonds remaining after 
making all such deposits and payments shall be deposited into the Interest and Sinking 
Fund. 

Notwithstanding the above and foregoing, immediately following the delivery of 
the Series 2018 Bonds and prior to the deposit of the proceeds from the sale of such 
Series 2018 Bonds as described above, such proceeds shall be held in trust and in escrow 
pursuant to the written escrow agreement described below pending written authorization 
to release said proceeds.   

A “Special Escrow Deposit Agreement” by and between the Authority and ZB, 
National Association, dba Amegy Bank, Houston, Texas, attached hereto as Exhibit C 
and incorporated herein by reference as a part of this Resolution for all purposes, is 
hereby approved as to form and content, and the President and Secretary of the Board are 
hereby authorized and directed to execute such Agreement in substantially the same form 
and content herein approved.   
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Section 7.4 Bond Insurance Policy.  A statement relating to municipal bond insurance, 
if applicable, provided by a Bond Insurer may be printed on or attached to each Series 2018 
Bonds.   

Section 7.5 Surety Policies.  In order to provide for the deposit of the Reserve Fund 
Requirement in the Reserve Fund in connection with the issuance of the Series 2018 Bonds, an 
Authorized Representative is authorized to solicit bids for the purchase of one or more Reserve 
Fund Obligations for such Fund and, to the extent that the purchase of one or more Reserve Fund 
Obligations is determined by an Authorized Representative to provide an economic benefit, 
negotiate the purchase of such Reserve Fund Obligation(s) from one or more Credit Agreement 
Providers.  An Authorized Representative is further authorized to negotiate the terms of any 
related reimbursement or similar agreement and to execute and deliver such agreement(s); 
provided, however, that any interest due on any repayment obligation of the Authority under any 
of the foregoing documents by reason of payments made under a Reserve Fund Obligation may 
not exceed the Highest Lawful Rate of interest which may be paid by the Authority at the time of 
the delivery of the Reserve Fund Obligation. 

Section 7.6 Related Matters.  To ensure that the Authority shall satisfy in a timely 
manner all of its obligations under the Master Resolution, this Resolution, and any Credit 
Agreements, the Authorized Representatives and all other appropriate officers and agents of the 
Authority are hereby authorized and directed to take any action determined by an Authorized 
Representative to be reasonably necessary to provide for the issuance and delivery of the Series 
2018 Bonds, including without limitation, executing by manual or facsimile signature and 
delivering on behalf of the Authority all certificates, consents, receipts, requests, notices, 
agreements, and other documents as may be reasonably necessary to satisfy the Authority’s 
obligations under the Master Resolution, this Resolution, and any Credit Agreements, and paying 
costs incurred in connection with the issuance of the Series 2018 Bonds, and to direct the transfer 
and application of funds of the Authority consistent with the provisions of the Master Resolution 
and this Resolution.  If requested by the Attorney General of Texas or his representatives, an 
Authorized Representative or Bond Counsel may authorize such ministerial changes in the 
written text of this Resolution as are necessary to obtain the Attorney General’s approval and as 
he determines are consistent with the intent and purposes of this Resolution. 

[End of Article VII] 
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ARTICLE VIII 
 

TAX EXEMPTION 

Section 8.1 Covenants to Maintain Tax Exemption. 

(a) Definitions.  When used in this Section, the following terms have the 
following meanings: 

(i) “Code” means the Internal Revenue Code of 1986, as amended by 
all legislation, if any, effective on or before the Issue Date. 

(ii) “Computation Date” has the meaning stated in section 1.148-1(b) 
of the Regulations. 

(iii) “Gross Proceeds” has the meaning stated in section 1.148-1(b) of 
the Regulations. 

(iv) “Investment” has the meaning stated in section 1.148-1(b) of the 
Regulations. 

(v) “Issue Date” for the Series 2018 Bonds or other obligations of the 
Authority is the respective date on which such obligations of the Authority are 
first delivered against payment therefor. 

(vi) “Nonpurpose Investment” has the meaning stated in section 
1.148-1(b) of the Regulations. 

(vii) “Proceeds” has the meaning stated in section 1.148-1(b) of the 
Regulations. 

(viii) “Rebate Amount” has the meaning stated in section 1.148-3 of the 
Regulations. 

(ix) “Regulations” means the temporary or final Income Tax 
Regulations applicable to the Series 2018 Bonds issued pursuant to sections 141 
through 150 of the Code.  Any reference to a section of the Regulations shall also 
refer to any successor provision to such section hereafter promulgated by the 
Internal Revenue Service pursuant to sections 141 through 150 of the Code and 
applicable to the Series 2018 Bonds. 

(x) “Yield of” 

(A) any Investment shall be computed in accordance with 
section 1.148-5 of the Regulations, and 

(B) the Series 2018 Bonds shall be computed in accordance 
with section 1.148-4 of the Regulations. 
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(b) Not to Cause Interest to Become Taxable.  The Authority shall not use, 
permit the use of or omit to use Gross Proceeds or any other amounts (or any property the 
acquisition, construction or improvement of which is to be financed directly or indirectly 
with Gross Proceeds) in a manner which, if made or omitted, respectively, would cause 
the interest on any Series 2018 Bonds to become includable in the gross income, as 
defined in section 61 of the Code, of the owner thereof for federal income tax purposes.  
Without limiting the generality of the foregoing, unless and until the Authority shall have 
received a written opinion of counsel nationally recognized in the field of municipal bond 
law to the effect that failure to comply with such covenant will not adversely affect the 
exemption from federal income tax of the interest on any Series 2018 Bond, the 
Authority shall comply with each of the specific covenants in this Section. 

(c) No Private Use or Private Payments.  Except as permitted by section 141 
of the Code and the regulations and rulings thereunder, the Authority shall, at all times 
prior to the last stated maturity of the Series 2018 Bonds, 

(i) exclusively own, operate, and possess all property the acquisition, 
construction, or improvement of which is to be financed or refinanced directly or 
indirectly with Gross Proceeds of the Series 2018 Bonds and not use or permit the 
use of such Gross Proceeds or any property acquired, constructed, or improved 
with such Gross Proceeds in any activity carried on by any person or entity other 
than a state or local government, unless such use is solely as a member of the 
general public, or 

(ii) not directly or indirectly impose or accept any charge or other 
payment for use of Gross Proceeds of the Series 2018 Bonds or any property the 
acquisition, construction or improvement of which is to be financed or refinanced 
directly or indirectly with such Gross Proceeds other than taxes of general 
application and interest earned on investments acquired with such Gross Proceeds 
pending application for their intended purposes. 

(d) No Private Loan.  Except to the extent permitted by section 141 of the 
Code and the regulations and rulings thereunder, the Authority shall not use Gross 
Proceeds of the Series 2018 Bonds to make or finance loans to any person or entity other 
than a state or local government.  For purposes of the foregoing covenant, Gross Proceeds 
are considered to be “loaned” to a person or entity if (1) property acquired, constructed or 
improved with Gross Proceeds is sold or leased to such person or entity in a transaction 
which creates a debt for federal income tax purposes, (2) capacity in or service from such 
property is committed to such person or entity under a take-or-pay, output, or similar 
contract or arrangement, or (3) indirect benefits, or burdens and benefits of ownership, of 
such Gross Proceeds or such property are otherwise transferred in a transaction which is 
the economic equivalent of a loan. 

(e) Not to Invest at Higher Yield.  Except to the extent permitted by 
section 148 of the Code and the regulations and rulings thereunder, the Authority shall 
not, at any time prior to the earlier of the final stated maturity or final payment of the 
Series 2018 Bonds, directly or indirectly invest Gross Proceeds of such Series 2018 
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Bonds in any Investment (or use such Gross Proceeds to replace money so invested), if as 
a result of such investment the Yield of all Investments allocated to such Gross Proceeds 
whether then held or previously disposed of, exceeds the Yield on the Series 2018 Bonds. 

(f) Not Federally Guaranteed.  Except to the extent permitted by 
section 149(b) of the Code and the regulations and rulings thereunder, the Authority shall 
not take or omit to take any action which would cause the Series 2018 Bonds to be 
federally guaranteed within the meaning of section 149(b) of the Code and the 
regulations and rulings thereunder. 

(g) Information Report.  The Authority shall timely file with the Secretary of 
the Treasury the information required by section 149(e) of the Code with respect to the 
Series 2018 Bonds on such forms and in such place as such Secretary may prescribe. 

(h) Payment of Rebate Amount.  Except to the extent otherwise provided in 
section 148(f) of the Code and the regulations and rulings thereunder, the Authority shall: 

(i) account for all Gross Proceeds (including all receipts, expenditures 
and investments thereof) on its books of account separately and apart from all 
other funds (and receipts, expenditures and investments thereof) and shall retain 
all records of such accounting for at least six years after the final Computation 
Date.  The Authority may, however, to the extent permitted by law, commingle 
Gross Proceeds of the Series 2018 Bonds with other money of the Authority, 
provided that the Authority separately accounts for each receipt and expenditure 
of such Gross Proceeds and the obligations acquired therewith, 

(ii) calculate the Rebate Amount with respect to the Series 2018 
Bonds, not less frequently than each Computation Date, in accordance with rules 
set forth in section 148(f) of the Code, section 1.148-3 of the Regulations, and the 
rulings thereunder.  The Authority shall maintain a copy of such calculations for 
at least six years after the final Computation Date, 

(iii) as additional consideration for the purchase of the Series 2018 
Bonds by the initial purchaser thereof and the loan of the money represented 
thereby, and in order to induce such purchase by measures designed to ensure the 
excludability of the interest thereon from the gross income of the owners thereof 
for federal income tax purposes, pay to the United States the amount described in 
paragraph (2) above at the times, in the installments, to the place, in the manner 
and accompanied by such forms or other information as is or may be required by 
section 148(f) of the Code and the regulations and rulings thereunder, and 

(iv) exercise reasonable diligence to assure that no errors are made in 
the calculations and payments required by paragraphs (2) and (3), and, if such 
error is made, to discover and promptly to correct such error within a reasonable 
amount of time thereafter (and in all events within one hundred eighty (180) days 
after discovery of the error), including payment to the United States of any 
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additional Rebate Amount owed to it, interest thereon and any penalty required by 
the Regulations. 

(i) Not to Divert Arbitrage Profits.  Except to the extent permitted by 
section 148 of the Code and the regulations and rulings thereunder, the Authority shall 
not, at any time prior to the earlier of the final stated maturity or final payment of the 
Series 2018 Bonds, enter into any transaction that reduces the amount required to be paid 
to the United States pursuant to Subsection (h) of this Section because such transaction 
results in a smaller profit or a larger loss than would have resulted if the transaction had 
been at arm’s length and had the Yield of the Series 2018 Bonds, not been relevant to 
either party. 

(j) Not Hedge Bonds.  The Authority did not invest more than 50 percent of 
the Proceeds of the original bonds refunded by the Series 2018 Bonds in Nonpurpose 
Investments having a guaranteed yield for four years or more.  On the Issue Date of each 
series of the original bonds refunded by the Series 2018 Bonds, the Authority reasonably 
expected that at least 85 percent of the spendable proceeds of such bonds would be used 
to carry out the governmental purpose of such bonds within three years after the 
respective Issue Date of such bonds. 

[End of Article VIII] 
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ARTICLE IX 
 

CONTINUING DISCLOSURE UNDERTAKING 

Section 9.1 Annual Reports.  The Authority shall provide annually to the MSRB, in an 
electronic format as prescribed by the MSRB, within six months after the end of each fiscal year, 
financial information and operating data with respect to the Authority of the general type 
described in Exhibit D hereto.   Any financial statements so to be provided shall be (1) prepared 
in accordance with such accounting principles as the Authority may be required to employ from 
time to time pursuant to State law or regulation and (2) audited, if the Authority commissions an 
audit of such statements and the audit is completed within the period during which they must be 
provided. If the audit of such financial statements is not complete within 12 months after any 
such fiscal year end, then the Authority shall file unaudited financial statements within such 12-
month period and audited financial statements for the applicable fiscal year, when and if the 
audit report on such statements becomes available.  

If the Authority changes its fiscal year, it will notify the MSRB of the change (and of the 
date of the new fiscal year end) prior to the next date by which the Authority otherwise would be 
required to provide financial information and operating data pursuant to this Section. 

The financial information and operating data to be provided pursuant to this Section may 
be set forth in full in one or more documents or may be included by specific reference to any 
document that is available to the public on the MSRB’s internet website or filed with the SEC. 

Section 9.2 Event Notices.  The Authority shall notify the MSRB, in a timely manner 
(not in excess of ten (10) business days after the occurrence of the event), of any of the following 
events with respect to the Series 2018 Bonds: 

(a) Principal and interest payment delinquencies; 

(b) Non-payment related defaults, if material; 

(c) Unscheduled draws on debt service reserves reflecting financial 
difficulties; 

(d) Unscheduled draws on credit enhancements reflecting financial 
difficulties; 

(e) Substitution of credit or liquidity providers, or their failure to perform; 

(f) Adverse tax opinions, the issuance by the Internal Revenue Service of 
proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 
5701-TEB) or other material notices or determinations with respect to the tax status of the 
Series 2018 Bonds, or other material events affecting the tax status of the Series 2018 
Bonds; 

(g) Modifications to rights of Bondholders, if material; 
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(h) Bond calls, if material, and tender offers;  

(i) Defeasances; 

(j) Release, substitution, or sale of property securing repayment of the Series 
2018 Bonds; if material; 

(k) Rating changes;  

(l) Bankruptcy, insolvency, receivership, or similar event of the Authority;  

(m) The consummation of a merger, consolidation, or acquisition involving the 
Authority or the sale of all or substantially all of the assets of the Authority, other than in 
the ordinary course of business, the entry into a definitive agreement to undertake such an 
action, or the termination of a definitive agreement relating to any such actions, other 
than pursuant to its terms, if material; and  

(n) The appointment of a successor or additional trustee or the change of 
name of a trustee, if material. 

As used in clause (l) above, the phrase “bankruptcy, insolvency, receivership or similar 
event” means the appointment of a receiver, fiscal agent or similar officer for the Authority in a 
proceeding under the United States Bankruptcy Code or in any other proceeding under state or 
federal law in which a court or governmental authority has assumed jurisdiction over 
substantially all of the assets of the Authority, or if jurisdiction has been assumed by leaving the 
Board and official or officers of the Authority in possession but subject to the supervision and 
orders of a court or governmental authority, or the entry of an order confirming a plan of 
reorganization, arrangement or liquidation by a court or governmental authority having 
supervision or jurisdiction over substantially all of the assets or business of the Authority. 

The Authority shall also notify the MSRB, in an electronic format as prescribed by the 
MSRB, in a timely manner, of any failure by the Authority to provide financial information or 
operating data in accordance with this Section by the time required by this Section. 

All documents provided to the MSRB pursuant to this Section shall be accompanied by 
identifying information as prescribed by the MSRB. 

Section 9.3 Limitations, Disclaimers, and Amendments.  The Authority shall be 
obligated to observe and perform the covenants specified in this Article for so long as, but only 
for so long as, the Authority remains an “obligated person” with respect to the Series 2018 
Bonds within the meaning of the Rule, except that the Authority in any event will give the notice 
required by Section 9.2 of any Series 2018 Bond calls and defeasance that cause the Authority to 
be no longer such an “obligated person.” 

The provisions of this Article are for the sole benefit of the Owners and beneficial owners 
of the Series 2018 Bonds, and nothing in this Article, express or implied, shall give any benefit 
or any legal or equitable right, remedy, or claim hereunder to any other person.  The Authority 
undertakes to provide only the financial information, operating data, financial statements, and 
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notices which it has expressly agreed to provide pursuant to this Article and does not hereby 
undertake to provide any other information that may be relevant or material to a complete 
presentation of the Authority’s financial results, condition, or prospects or hereby undertake to 
update any information provided in accordance with this Article or otherwise, except as 
expressly provided herein.  The Authority does not make any representation or warranty 
concerning such information or its usefulness to a decision to invest in or sell Series 2018 Bonds 
at any future date. 

UNDER NO CIRCUMSTANCES SHALL THE AUTHORITY BE LIABLE TO THE 
OWNER OR BENEFICIAL OWNER OF ANY SERIES 2018 BOND OR ANY OTHER 
PERSON, IN CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN 
PART FROM ANY BREACH BY THE AUTHORITY, WHETHER NEGLIGENT OR 
WITHOUT FAULT ON ITS PART, OF ANY COVENANT SPECIFIED IN THIS ARTICLE, 
BUT EVERY RIGHT AND REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT, 
FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION 
FOR MANDAMUS OR SPECIFIC PERFORMANCE. 

No default by the Authority in observing or performing its obligations under this Article 
shall constitute a breach of or default under this Resolution for purposes of any other provision 
of this Resolution. 

Nothing in this Article is intended or shall act to disclaim, waive or otherwise limit the 
duties of the Authority under federal and state securities laws. 

The provisions of this Article may be amended by the Authority from time to time to 
adapt to changed circumstances that arise from a change in legal requirements, a change in law, 
or a change in the identity, nature, status or type of operations of the Authority, but only if (1) the 
provisions of this Article, as so amended, would have permitted an underwriter to purchase or 
sell Series 2018 Bonds in the primary offering of the Series 2018 Bonds in compliance with the 
Rule, taking into account any amendments or interpretations of the Rule to the date of such 
amendment, as well as such changed circumstances, and (2) either (a) the Owners of a majority 
in aggregate principal amount (or any greater amount required by any other provision of this 
Resolution that authorizes such an amendment) of the Outstanding Series 2018 Bonds consent to 
such amendment or (b) a person or entity that is unaffiliated with the Authority (such as 
nationally recognized bond counsel) determines that such amendment will not materially impair 
the interests of the Owners and beneficial owners of the Series 2018 Bonds.  If the Authority so 
amends the provisions of this Article, it shall include with any amended financial information or 
operating data next provided in accordance with Section 9.1 an explanation, in narrative form, of 
the reasons for the amendment and of the impact of any change in the type of financial 
information or operating data so provided.  The Authority may also amend or repeal the 
provisions of this Article if the SEC amends or repeals the applicable provisions of the Rule or a 
court of final jurisdiction enters judgment that such provisions of the Rule are invalid, and the 
Authority also may amend the provisions of this Article in its discretion in any other manner or  
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circumstance, but in either case only if and to the extent that the provisions of this sentence 
would not prevent an underwriter from lawfully purchasing or selling Series 2018 Bonds in the 
primary offering of the Series 2018 Bonds. 

 

[End of Article IX] 
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ARTICLE X 
 

MISCELLANEOUS 

Section 10.1 Compliance with the Texas Water Development Board’s Rules and 
Regulations.  The Authority will comply with all of the requirements contained in the resolution 
or resolutions adopted by the TWDB with respect to the issuance of the Series 2018 Bonds.  In 
addition, in compliance with the TWDB’s State Water Implementation Revenue Fund for Texas 
(“SWIRFT”) Loan Program Rules, the Authority agrees and covenants:   

(a) Any loan proceeds from the Series 2018 Bonds that are determined to be 
surplus proceeds remaining after completion of one or more of the projects described in 
Section 3.1 hereof shall be used for the following purposes as approved by the Executive 
Administrator: (1) deposit into the Interest and Sinking Fund or other debt service 
account for the payment of interest or principal on the Series 2018 Bonds owned by the 
TWDB; or (2) eligible costs for a project as authorized by the Executive Administrator. 

(b) The Authority shall indemnify, hold harmless and protect the TWDB from 
any and all claims, causes of action or damages to the person or property of third parties 
arising from the sampling, analysis, transport, storage, treatment and disposition of any 
contaminated sewage sludge, contaminated sediments and/or contaminated media that 
may be generated by the Authority, its contractors, consultants, agents, officials and 
employees as a result of activities relating to the project, to the extent permitted by law. 

(c) The Authority shall report to the TWDB the amounts of project funds, if  
any, that were used to compensate historically underutilized businesses that worked on 
the project, in accordance with 31 TAC § 363.1312. 

 
(d) The TWDB will purchase the Series 2018 Bonds, acting through the 

TWDB’s designated trustee, and the Series 2018 Bonds shall be registered in the name of 
Cede & Co. and closed in book-entry form in accordance with 31 TAC Section 
363.42(c)(1). 

 
(e) Neither the Authority nor a related party thereto will acquire any of the 

TWDB’s Source Series Bonds in an amount related to the amount of the Series 2018 
Bonds to be acquired from the Authority by the TWDB. 

(f) Payments of principal and interest on the Series 2018 Bonds will be made 
to the TWDB via wire transfer at no cost to the TWDB. 

(g) As provided by Sections 4.11 and 4.12 of the Master Resolution, moneys 
in any Fund established by the Master Resolution or this Resolution may, at the option of 
the Authority, be invested in Eligible Investments and all uninvested moneys on deposit 
in, or credited to, any such Fund shall be secured by the pledge of security as provided by 
law for governmental entities and political subdivisions of the State of Texas.   
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Section 10.2 Further Proceeding.  To satisfy in a timely manner all of the Authority’s 
obligations under this Resolution, the President or the Vice President and Secretary of the Board 
and all other appropriate officers, agents and representatives of the Authority are hereby 
authorized and directed to take all other actions that are reasonably necessary to provide for the 
issuance of the Series 2018 Bonds, including, without limitation, executing and delivering on 
behalf of the Authority all certificates, consents, receipts, requests and other documents as may 
be reasonably necessary to satisfy the Authority’s obligations under this Resolution and to direct 
the transfer and application of funds of the Authority consistent with the provisions of this 
Resolution. 

Section 10.3 Legal Holidays.  In any case where the date of maturity of interest on or 
principal of the Series 2018 Bonds or the date fixed for redemption of any Series 2018 Bonds 
shall be in the Authority a legal holiday or a day on which the Paying Agent/Paying 
Agent/Registrar for the Series 2018 Bonds is authorized by law to close, then payment of interest 
or principal need not be made on such date but may be made on the next succeeding day not in 
the Authority a legal holiday or a day on which such Paying Agent Paying Agent/Registrar is 
authorized by law to close with the same force and effect as if made on the date of maturity or 
the date fixed for redemption and no interest shall accrue for the period from the date of maturity 
or redemption to the date of actual payment. 

Section 10.4 Unavailability of Authorized Publication.  If, because of the temporary or 
permanent suspension of any newspaper, journal or other publication, or, for any reason, 
publication of notice cannot be made meeting any requirements herein established, any notice 
required to be published by the provisions of this Resolution shall be given in such other manner 
and at such time or times as in the judgment of the Authority or of the Paying Agent/Paying 
Agent/Registrar (or paying agent) for the Series 2018 Bonds shall most effectively approximate 
such required publication and the giving of such notice in such manner shall for all purposes of 
this Resolution be deemed to be in compliance with the requirements for publication thereof. 

Section 10.5 No Recourse Against Authority Officials.  No recourse shall be had for the 
payment of principal of or interest on any Series 2018 Bonds or for any claim based thereon or 
on this Resolution against any official of the Authority or any person executing any Series 2018 
Bonds. 

Section 10.6 Severability.  If any Section, paragraph, clause or provision of this 
Resolution shall for any reason be held to be invalid or unenforceable, the invalidity or 
unenforceability of such Section, paragraph, clause or provision shall not affect any of the 
remaining provisions of this Resolution. 

Section 10.7 Open Meeting.  It is hereby found, determined and declared that a 
sufficient written notice of the date, hour, place and subject of the meeting of the Board at which 
this Resolution was adopted was posted at a place convenient and readily accessible at all times 
to the general public at the offices of the Authority for the time required by law preceding this 
meeting, as required by the Open Meetings Act, Chapter 551, Texas Government Code, as 
amended, and that this meeting has been open to the public as required by law at all times during 
which this Resolution and the subject matter thereof has been discussed, considered and formally 
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acted upon.  The Board further ratifies, approves and confirms such written notice and the 
contents and posting thereof.  

[End of Article X] 
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PASSED AND APPROVED THE _____ day of __________, 2018. 

   
President, Board of Directors 
North Harris County Regional Water Authority 

ATTEST: 
 
 
  
Secretary, Board of Directors 
North Harris County Regional Water Authority 
 
(AUTHORITY SEAL) 
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EXHIBIT A 
 

DEFINITIONS 
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DEFINITIONS 

“Authority” shall mean the North Harris County Regional Water Authority (and, where 
appropriate, the Board thereof) and any successor to the Authority.   

“Authorized Denominations” shall mean $5,000 or any integral multiple thereof. 

“Authorized Representative” shall mean the General Manager or the Financial Assistant 
of the Authority, the President, Vice President or Treasurer of the Board, or any officer or other 
employee of the Authority at the time designated to act on behalf of the Board by written 
certificate of the Secretary of the Board or the General Manager and containing such officer’s or 
employee’s specimen signature. 

“Board” means the Board of Directors of the North Harris County Regional Water 
Authority. 

“Bond Insurer” means any insurance company insuring payment of municipal bonds and 
other similar obligations if such bond or obligations so insured by it are eligible for a rating by a 
Rating Agency, at the time of the delivery of a municipal bond insurance policy, in one of its two 
highest rating categories. 

“Business Day” means any day other than (a) a Saturday or Sunday, (b) a day on which 
banking institutions in the city or cities in which the designated office of any Fiscal Agent or 
Credit Agreement Provider are located and authorized by law or executive order to close, (c) any 
day on which the Federal Reserve Bank of Dallas is closed, (d) a day on which the a securities 
depository for a Series or Installment of Bonds is closed or (e) a day on with the New York 
Stock Exchange, or any successor securities exchange, is closed. 

“Code” shall mean the Internal Revenue Code of 1986, as amended. 

“Dated Date” means __________, 2018. 

“Dollars” or “$” means lawful currency of the United States of America.  

“DTC” shall mean The Depository Trust Company (a limited purpose trust company), 
New York, New York, until any successor depository shall have become such pursuant to the 
applicable provisions of this Resolution and, thereafter, “DTC” shall mean the successor 
depository.  Any depository shall be a securities depository that is a clearing agency under 
federal law operating and maintaining, with its participants or otherwise, a book entry system to 
record ownership of beneficial interests in Series 2018 Bonds, and to effect transfer of Series 
2018 Bonds, in book entry form. 

“Highest Lawful Rate” shall mean the maximum net effective interest rate permitted by 
law to be paid on obligations issued or incurred by the Authority in the exercise of its borrowing 
powers (prescribed by Chapter 1204, Texas Government Code, as amended, or any successor 
provision). 
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“Interest Payment Date” means the date or dates upon which interest on the Series 2018 
Bonds is scheduled to be paid until their respective dates of maturity or prior redemption, such 
dates being June 15 and December 15 of each year, commencing ________, 20__.   

“Letter of Representations” means the Blanket Letter of Representations between the 
Authority and DTC, or another such Letter of Representations if determined necessary by an 
Authorized Representative, each as amended or supplemented from time to time. 

“Master Resolution” shall mean the “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”, adopted by the Board on May 19, 2003, as the same may 
be amended or supplemented from time to time as permitted thereby. 

“MSRB” means the Municipal Securities Rulemaking Board. 

“Owner” or “Registered Owner,” when used with respect to any Series 2018 Bond, shall 
mean the person or entity in whose name such Series 2018 Bond is registered in the Register.  
Any reference to a particular percentage or proportion of the Owners of the Series 2018 Bonds 
shall mean the Owners at a particular time of the specified percentage or proportion in aggregate 
principal amount of all Series 2018 Bonds then Outstanding. 

“Paying Agent/Registrar” shall mean ZB, National Association, dba Amegy Bank, 
Houston, Texas, and its successors in that capacity. 

“Previously Issued Senior Lien Obligations” means the Authority’s previously issued and 
outstanding Senior Lien Obligations.  As of the date of adoption of this Resolution, the following 
Previously Issued Senior Lien Obligations are outstanding:   

 North Harris County Regional Water Authority Senior Lien Revenue Bonds, 
Series 2008;  

 North Harris County Regional Water Authority Senior Lien Revenue Refunding 
Bonds, Series 2013;  

 North Harris County Regional Water Authority Senior Lien Revenue Refunding 
Bonds, Series 2014;  

 North Harris County Regional Water Authority Senior Lien Revenue Bonds, 
Series 2015;  

 North Harris County Regional Water Authority Senior Lien Revenue and 
Refunding Bonds, Series 2016;  

 North Harris County Regional Water Authority Senior Lien Revenue Bonds, 
Series 2016A; and 
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 North Harris County Regional Water Authority Senior Lien Revenue Bonds, 
Series 2017.   

“Rating Agency” means Moody’s Investors Service and Standard & Poor’s Rating 
Services, a Standard & Poor’s Financial Services LLC business, and their respective successors. 

“Register” shall mean the books of registration kept by the Paying Agent/Paying 
Agent/Registrar in which are maintained the names and addresses of and the principal amounts 
registered to each Owner of Series 2018 Bonds. 

“Resolution” shall mean this Tenth Supplemental Resolution and all amendments and 
supplements hereto. 

“Rule” means SEC Rule 15c2-12, as amended from time to time. 

“SEC” means the United States Securities and Exchange Commission. 

“Series 2018 Bonds” shall mean the North Harris County Regional Water Authority 
Senior Lien Revenue Bonds, Series 2018. 

“Source Series Bonds” means TWDB’s bonds that are issued to provide financing for the 
loan from TWDB to the Authority. 

“TWDB” means the Texas Water Development Board. 
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EXHIBIT B 
 

FORM OF SERIES 2018 BOND 
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FORM OF SERIES 2018 BOND 
 

UNITED STATES OF AMERICA 
STATE OF TEXAS 

 
NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY 

SENIOR LIEN REVENUE BOND 
SERIES 2018 

NUMBER DENOMINATION 
1R-____________ $_______________ 
REGISTERED REGISTERED 

2INTEREST RATE: DATED DATE: 2MATURITY DATE: 2CUSIP NO.: 

________% __________, 2018 ___________, ____ _________ 

Registered Owner:  

Principal Amount:  DOLLARS 

3NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY, a governmental 
agency and a body politic and corporate and a defined district created under the Constitution and 
laws of the State of Texas (herein the “Authority”), for value received, hereby promises to pay, 
to the Registered Owner identified above or registered assigns, solely from certain pledged 
revenues and funds as hereinafter specified and from no other source, on the Maturity Date 
specified above, upon presentation and surrender of this bond at the principal corporate trust 
office of the “Paying Agent/Registrar,” initially ZB, National Association, dba Amegy Bank, 
Houston, Texas, in any coin or currency of the United States of America which on the date of 
payment of such principal is legal tender for the payment of debts due the United States of 

                                                 
1 The initial Bond shall be numbered T-1. 

2 Omitted from the initial Bond. 

3 The first sentence of the Initial Bond shall read as follows: 

NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY, a governmental agency and a body politic 
and corporate and a defined district created under the Constitution and laws of the State of Texas (herein the 
“Authority”), for value received, hereby promises to pay, to the Registered Owner identified above or 
registered assigns, solely from certain pledged revenues and funds as hereinafter specified and from no other 
source, in each of the years, in the Maturity Amounts and at the interest rates set forth in the below schedule, 
upon presentation and surrender of this bond at the principal corporate trust office of the “Paying 
Agent/Registrar,” initially ZB, National Association, dba Amegy Bank, Houston, Texas, in any coin or 
currency of the United States of America which on the date of payment of such principal is legal tender for the 
payment of debts due the United States of America: [Insert information regarding years of maturity, Maturity 
Amounts and yield], and to pay, solely from such pledged revenues and funds, interest thereon at the Interest 
Rate shown above, calculated on the basis of a 360-day year composed of twelve 30-day months, from the 
later of __________, 2018, or the most recent interest payment date to which interest has been paid or duly 
provided for. 
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America, the Principal Amount identified above (or so much as shall not have been paid upon 
prior redemption), and to pay, solely from such pledged revenues and funds, interest thereon at 
the Interest Rate shown above, calculated on the basis of a 360-day year composed of twelve 30-
day months, from the later of __________, 2018 or the most recent interest payment date to 
which interest has been paid or duly provided for.  Interest on this bond is payable on each June 
15 and December 15, beginning ________, 20__, until the maturity or redemption date of this 
bond or until the Authority’s obligation with respect to this bond has been satisfied.  Interest on 
this bond shall be payable by check mailed by the Paying Agent/Registrar to the Registered 
Owner of record as of the last day of the month next preceding the interest payment date as 
shown on the books of registration kept by the Paying Agent/Registrar.   

THIS BOND IS ONE OF A DULY AUTHORIZED SERIES OF BONDS (herein the 
“Series 2018 Bonds”) originally issued in the aggregate principal amount of $____________ 
pursuant to a Master Resolution (the “Master Resolution”), as supplemented by a Tenth 
Supplemental Resolution (the “Tenth Supplemental Resolution” and, together with the Master 
Resolution, the “Resolution”), both adopted by the Board of Directors of the Authority for the 
purpose of (a) financing the design, acquisition, construction, expansion, improvement, 
renovation and equipment of the System; (b) funding a debt service reserve fund or a Reserve 
Fund Obligation; (c) funding capitalized interest; and (d) paying costs of issuance of the Series 
2018 Bonds, under and pursuant to the authority of the Constitution and laws of the State of 
Texas, including Article XVI, Section 59, Texas Constitution, 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), and all other applicable law.   

THIS BOND, TOGETHER WITH THE PREVIOUSLY ISSUED SENIOR LIEN 
OBLIGATIONS and any Senior Lien Obligations issued in the future, are special obligations of 
the Authority that are equally and ratably payable from and secured by a first lien on the “Gross 
Revenues” as collected and received by the Authority from the imposition and collection of 
certain fees within the territory of the Authority and the collection of certain revenues from the 
operation and ownership of the Authority’s System (as defined and provided in the Master 
Resolution), which Gross Revenues are required to be set aside for and pledged to the payment 
of the Series 2018 Bonds and all additional obligations issued on a parity therewith (subject only 
to the prior use of such Gross Revenues to pay Operation and Maintenance Expenses in 
accordance with the Master Resolution).  The Master Resolution requires that Gross Revenues be 
deposited in certain funds established therein, including funds maintained for the payment of the 
Series 2018 Bonds and all additional obligations issued on a parity therewith, as more fully 
described therein.  The Gross Revenues remaining after payment of Operation and Maintenance 
Expenses are also referred to in the Resolution as the “Net Revenues”.  This bond and the series 
of which it is a part, together with the interest thereon, are payable solely from such Net 
Revenues and do not constitute an indebtedness or general obligation of the Authority. 

THE SERIES 2018 BONDS MATURING ON AND AFTER December 15, 20__ are 
subject to redemption at the option of the Authority prior to their scheduled maturity on 
December 15, 20__, or any date thereafter, in inverse order of maturity, in whole or in part with 
funds derived from any available and lawful source (but if less than all the Series 2018 Bonds of 
a single maturity are called for redemption, those bonds called shall be selected by lot or other 
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customary random method by the Paying Agent/Registrar), at a price of par plus accrued interest 
to the date fixed for redemption. 

SERIES 2018 BONDS MAY BE REDEEMED IN PART only in integral multiples of 
$5,000.  If a Series 2018 Bond subject to redemption is in a denomination larger than $5,000, a 
portion of such Series 2018 Bond may be redeemed, but only in integral multiples of $5,000.  In 
selecting portions of Series 2018 Bonds for redemption, the Paying Agent/Registrar shall treat 
each Series 2018 Bond as representing that number of Series 2018 Bonds of $5,000 
denomination which is obtained by dividing the principal amount of such Series 2018 Bond by 
$5,000.  Upon surrender of any Series 2018 Bond for redemption in part, the Paying 
Agent/Registrar, in accordance with the provisions of the Resolution, shall authenticate and 
deliver in exchange therefore a Series 2018 Bond or Series 2018 Bonds of like maturity and 
interest rate in an aggregate principal amount equal to the unredeemed portion of the Series 2018 
Bond so surrendered. 

NOTICE OF ANY REDEMPTION identifying the Series 2018 Bonds or portions thereof 
to be redeemed shall be sent by United States mail, first-class, postage prepaid, to the Registered 
Owners thereof at their addresses as shown on the books of registration kept by the Paying 
Agent/Registrar not less than thirty (30) days before the date fixed for such redemption.  By the 
date fixed for redemption, due provision shall be made with the Paying Agent/Registrar for the 
payment of the redemption price of the Series 2018 Bonds called for redemption.  If such notice 
of redemption is given, and if due provision for such payment is made, all as provided above, the 
Series 2018 Bonds which are to be so redeemed thereby automatically shall be redeemed prior to 
their scheduled maturities, they shall not bear interest after the date fixed for redemption, and 
they shall not be regarded as being outstanding except for the purpose of being paid by the 
Paying Agent/Registrar with the funds so provided for such payment. 

WITH RESPECT TO ANY OPTIONAL REDEMPTION of the Bonds, unless all 
prerequisites to such redemption required by the Resolution have been met, including moneys 
sufficient to pay the principal of and premium, if any, and interest on the Bonds to be redeemed 
having been received by the Paying Agent/Registrar prior to the giving of notice of such 
redemption, such notice shall state that said redemption may, at the option of the Authority, be 
conditional upon the satisfaction of all prerequisites and receipt of such moneys by the Paying 
Agent/Registrar on or prior to the date fixed for such redemption, and if such prerequisites to the 
redemption and sufficient moneys are not received, such notice shall be of no force and effect, 
the Authority shall not redeem such Bonds and the Paying Agent/Registrar shall give notice, in 
the manner in which the notice of redemption was given, to the effect that the Bonds have not 
been redeemed. 

THE AUTHORITY HAS RESERVED THE RIGHT to issue additional revenue bonds 
and other obligations, subject to the restrictions contained in the Master Resolution, which bonds 
may be secured by a lien on a parity with, or subordinate and inferior to, the lien on the Net 
Revenues securing this bond and the series of which it is a part. 

THE SERIES 2018 BONDS ARE TRANSFERABLE only upon presentation and 
surrender thereof at the principal corporate trust office of the Paying Agent/Registrar, duly 
endorsed for transfer or accompanied by an assignment duly executed by the registered owner or 
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his authorized representative, subject to the terms and conditions of the Tenth Supplemental 
Resolution. 

THE SERIES 2018 BONDS ARE EXCHANGEABLE at the principal corporate trust 
office of the Paying Agent/Registrar for Series 2018 Bonds in the principal amount of $5,000 or 
any integral multiple thereof, subject to the terms and conditions of the Tenth Supplemental 
Resolution. 

THE PAYING AGENT/REGISTRAR IS NOT REQUIRED to accept for transfer or 
exchange any Series 2018 Bond called for redemption during the fifteen (15) days prior to 
mailing of any notice of redemption; provided, however, that such limitation shall not apply to 
the transfer or exchange by the registered owner of the unredeemed portion of a Series 2018 
Bond called for redemption in part. 

THE REGISTERED OWNER HEREOF shall never have the right to demand payment 
out of any funds raised or to be raised by taxation.  The Authority has no taxing power to pay 
debt service. 

REFERENCE IS HEREBY MADE TO THE RESOLUTION, a copy of which is on file 
in the office of the Paying Agent/Registrar, and to all of the provisions of which the Registered 
Owner of this bond by the acceptance hereof hereby assents, for definitions of terms; the 
description of and the nature and extent of the security for the Series 2018 Bonds; the priority for 
the application and use of the income and revenues of the System; the Net Revenues pledged to 
the payment of the principal of and interest on the Series 2018 Bonds; the nature and extent and 
manner of enforcement of the lien and pledge securing the payment of the Series 2018 Bonds; 
the terms and conditions for the issuance of additional revenue obligations, including additional 
Senior Lien Obligations; the terms and conditions for amending the Resolution; the terms and 
conditions relating to the transfer or exchange of this bond; the rights, duties, and obligations of 
the Authority and the Paying Agent/Registrar; the terms and provisions upon which the liens, 
pledges, charges and covenants made therein may be discharged at or prior to the maturity of this 
bond, and deemed to be no longer Outstanding thereunder; and for the other terms and provisions 
thereof.  Capitalized terms used herein, unless otherwise defined, have the same meanings 
assigned in the Resolution. 

IT IS HEREBY DECLARED AND REPRESENTED that this bond has been duly and 
validly issued and delivered; that all acts, conditions, and things required or proper to be 
performed, exist, and be done precedent to or in the issuance and delivery of this bond have been 
performed, existed, and been done in accordance with law; that the Series 2018 Bonds do not 
exceed any statutory limitation; and that provision has been made for the payment of the 
principal of and interest on this bond and all of the Series 2018 Bonds by the aforesaid first lien 
on and pledge of the Net Revenues. 

THIS BOND shall not be valid or obligatory for any purpose or be entitled to any benefit 
under the Resolution unless this bond either (i) is registered by the Comptroller of Public 
Accounts of the State of Texas or (ii) is authenticated by the Paying Agent/Registrar by due 
execution of the authentication certificate manually endorsed hereon.  Such duly executed 
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certificate of authentication shall be conclusive evidence that this bond was delivered by the 
Paying Agent/Registrar under the provisions of the Resolution. 

 IN WITNESS WHEREOF, the Authority has caused its corporate seal to be impressed or 
placed in facsimile hereon and has in the Resolution directed this bond to be signed by the 
President and countersigned by the Secretary of the Board of Directors by their printed facsimile 
signatures. 

NORTH HARRIS COUNTY REGIONAL WATER 
AUTHORITY 
 
 
   
President, Board of Directors 

(AUTHORITY SEAL) 

   
Secretary, Board of Directors 
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[FORM OF COMPTROLLER’S REGISTRATION CERTIFICATE] 

The following form of Comptroller’s Registration Certificate shall be attached or affixed 
to each of the Series 2018 Bonds initially delivered. 

THE STATE OF TEXAS § 
 § REGISTER NO. _________________ 
OFFICE OF THE COMPTROLLER § 
    OF PUBLIC ACCOUNTS § 

I hereby certify that there is on file and of record in my office a certificate of the Attorney 
General of the State of Texas to the effect that this bond and the proceedings for the issuance 
hereof have been examined by him as required by law, that he finds that it has been issued in 
conformity with the Constitution and laws of the State of Texas and that it is a valid and binding 
special obligation of the North Harris County Regional Water Authority, payable from the 
revenues and other funds pledged to its payment by and in the proceedings authorizing the same, 
and I do further certify that this bond has this day been registered by me. 

WITNESS MY SIGNATURE AND SEAL OF OFFICE this ______________________ 
____________________. 

   
Comptroller of Public Accounts 
of the State of Texas 

[SEAL] 
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[FORM OF AUTHENTICATION CERTIFICATE] 

The following form of Authentication Certificate shall appear on each of the Series 2018 
Bonds. 

AUTHENTICATION CERTIFICATE 

Registration Date: ___________________ 

This bond is one of the Bonds described in and delivered pursuant to the within-
mentioned Master Resolution; and, except for the Bonds initially delivered, this bond has been 
issued in conversion of and exchange for or replacement of a bond, bonds or a portion of a bond 
or bonds of an issue which originally was approved by the Attorney General of the State of 
Texas and registered by the Comptroller of Public Accounts of the State of Texas. 

ZB, NATIONAL ASSOCIATION,  
DBA AMEGY BANK  
 
 
 
By:   
 Authorized Signature 



 

B-9 
 4126-3074-8691.1 
 

[FORM OF ASSIGNMENT] 

The following form of assignment shall appear on each of the Series 2018 Bonds. 

ASSIGNMENT 

For value received, the undersigned hereby sells, assigns, and transfers unto 

   
 (Please print or type name, address, and zip code of Transferee) 

   
 (Please insert Social Security or Taxpayer Identification Number of Transferee) 

the within bond and hereby irrevocably constitutes and appoints _____________ attorney to 
transfer said bond on the books kept for registration thereof, with full power of substitution in the 
premises. 

DATED: 
 
   

 
 
   
 Registered Owner 

Signature Guaranteed: 
 
   
 
 
   
Notice:  Signature must be guaranteed by a 
member firm of the New York Stock 
Exchange or a commercial bank of trust 
company. 

NOTICE:  The signature above must 
correspond to the name of the registered owner 
as shown on the face of this certificate in every 
particular, without any alteration, enlargement 
or change whatsoever. 
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EXHIBIT C 

FORM OF SPECIAL ESCROW DEPOSIT AGREEMENT 
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EXHIBIT D 

ANNUAL FINANCIAL STATEMENTS AND OPERATING DATA 

The financial information and operating data with respect to the Authority to be provided 
annually in accordance with Section 9.1 of the Resolution are as specified below. 

Annual Financial Statements and Operating Data 
 

1. The Authority’s audited financial statements for the most recently concluded fiscal year 
and, to the extent that such statements are not completed and available, unaudited 
financial statements for such fiscal year. 
 

2. Financial information and operating data for the Authority that conforms substantially to 
such information and data set out in the tables appearing under the captions 
“INVESTMENTS” and “FINANCIAL DATA,” except for “Historical Debt Service 
Coverage (unaudited),” in the Official Statement for the Authority’s Senior Lien Revenue 
and Refunding Bonds, Series 2016. 

Accounting Principles 

 The accounting principles referred to in such section are the accounting principles 
described in the notes to the financial statements referred to in paragraph 1 above. 
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PRIVATE PLACEMENT MEMORANDUM DATED ________, 2018 

NEW ISSUE BOOK-ENTRY-ONLY  

On the date of initial delivery of the Obligations (defined below), Co-Bond Counsel (shown on page ii) will render its 

opinion substantially in the form attached in APPENDIX C - FORM OF OPINION OF CO-BOND COUNSEL.   

$__________ 

NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY  

SENIOR LIEN REVENUE BONDS, SERIES 2018 

(the “Obligations”) 

Dated: ________, 2018 Due: December 15  

Interest Date: 

 

 

Record Date: 

 Interest on the Obligations will be payable on June 15 and December 15 each year, 

commencing ________, 20__ (each an “Interest Payment Date”).  The Obligations 

will bear interest at the rates per annum set forth in “APPENDIX A - MATURITY 

SCHEDULE.”   

The close of business on the last business day of the calendar month immediately 

preceding the applicable Interest Payment Date. 
 

Date Interest Accrues:  Each Bond shall bear interest from the Delivery Date thereof or the most recent 

Interest Payment Date to which interest has been paid or provided for at the rates per 

annum set forth in “APPENDIX A - MATURITY SCHEDULE.” 

Redemption:  The Obligations are subject to redemption prior to maturity as provided herein.  See 

“THE OBLIGATIONS - Redemption Provisions” herein.   

Authorized 

Denominations: 

 The Obligations are being issued as fully registered bonds in denominations of 

$5,000, or any integral multiple thereof.  

Paying Agent /Registrar:  The paying agent (“Paying Agent /Registrar”) for the Obligations is ZB, National 

Association, dba Amegy Bank, Houston, Texas. 

Book-Entry-Only System  Upon initial issuance, the ownership of the Obligations will be registered in the 

registration books of the Issuer kept by the Paying Agent/Registrar, in the name of 

Cede & Co., as nominee of The Depository Trust Company, New York, New York 

(“DTC”) to which principal, redemption premium, if any, and interest payments on 

the Obligations will be made.   The purchasers of the Obligations will not receive 

physical delivery of bond certificates.  Principal of, interest, and premium if any, on 

the Obligations will be payable at the designated office of the Paying Agent/Registrar 

in Houston, Texas as the same become due and payable.  

Issuer:  NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY.   

Official Action:  TENTH SUPPLEMENTAL RESOLUTION, dated ________, 2018. 

Purpose:  See “APPENDIX B - OFFICIAL ACTION.” 

Security for the 

Obligations: 

 See “APPENDIX B - OFFICIAL ACTION.”  

Ratings:    See “OTHER INFORMATION - Ratings” 

Delivery Date:  ________, 2018.  

   

See “APPENDIX A - MATURITY SCHEDULE” for Principal Amounts, Maturities, Interest Rates, 

Prices or Yields, and Initial CUSIP Numbers 
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NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY  

 

BOARD OF DIRECTORS 

 

Alan J. Rendl  President 

Kelly P. Fessler  Vice President 

Lenox A. Sigler  Secretary 

Ron Graham  Assistant Secretary 

James D. Pulliam  Treasurer 

 

 

CONSULTANTS 

 

Orrick, Herrington & Sutcliffe LLP and Radcliffe Bobbitt Adams Polley PLLC, Co-Bond Counsel 

 

    RBC Capital Markets, LLC and The GMS Group, L.L.C., Co-Financial Advisor 

 

            ZB, National Association, dba Amegy Bank, Houston, Texas, Paying Agent/Registrar 
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Private Placement Memorandum 

relating to 

$__________ 

 NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY  

SENIOR LIEN REVENUE BONDS, SERIES 2018  

(the “Obligations”) 

 

INTRODUCTION 

This Private Placement Memorandum, including the cover page and appendices, contains brief descriptions 

of the Issuer, provides certain information with respect to the issuance by the Issuer, and summaries of certain 

provisions of the Obligations pursuant to the Official Action.  Except as otherwise set forth herein, capitalized terms 

used but not defined in this Private Placement Memorandum have the meanings assigned to them in the Official 

Action.  See “APPENDIX B – “FORM OF OFFICIAL ACTION” attached hereto.  

APPENDIX A contains the maturity schedule for the Obligations. APPENDIX B contains the Official 

Action and a description of the purpose for the proceeds of the Obligations.  APPENDIX C contains a copy of the 

proposed opinion of Co-Bond Counsel with respect to the Obligations.  The summaries of the documents contained 

in the forepart of this Private Placement Memorandum are not complete or definitive, and every statement made in 

this Private Placement Memorandum concerning any provision of any document is qualified by reference to such 

document in its entirety. 

THE OBLIGATIONS 

General Description 

The Obligations are being issued in the aggregate principal amount set forth in APPENDIX A of this 

Private Placement Memorandum and will mature and be subject to redemption prior to maturity as described therein.  

The Obligations are being issued as fully registered bonds in denominations of $5,000, or any integral multiple 

thereof.  The Obligations will be dated as of ________, 2018, and will mature on the dates referenced thereon, and 

will bear interest at the rates per annum set forth in “APPENDIX A - MATURITY SCHEDULE.” 

Interest on the Obligations is payable semiannually on each Interest Payment Date, and will be calculated 

on the basis of a 360-day year consisting of twelve 30-day months.  Principal of and the redemption price with 

respect to the Obligations will be payable to the Owners upon presentation and surrender at the principal office of 

the Paying Agent/Registrar. 

Purpose 

See “APPENDIX B - FORM OF OFFICIAL ACTION.” 

 

Authority for Issuance  

The Obligations are issued pursuant to Chapter 1209, Acts of the 76th Texas Legislature 1999 (Regular 

Session) as amended by Chapter 1296, Acts of the 77th Texas Legislature 2001 (Regular Session), as amended, and 

the Official Action adopted by the Issuer.   

Security for the Obligations  

See “APPENDIX B - FORM OF OFFICIAL ACTION.”  

Redemption Provisions 

On December 15, 20__, or on any date thereafter, the Obligations maturing on and after 

December 15, 20__ may be redeemed prior to their scheduled maturities, in inverse order of maturity, upon the 
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written direction of the Issuer, with funds provided by the Issuer, at par plus accrued interest to the date fixed for 

redemption as a whole, or in part, and if less than all of a maturity is to be redeemed the Paying Agent/Registrar will 

determine by lot the Obligations, or portions thereof within such maturity to be redeemed (provided that a portion of 

a Bond may be redeemed only in Authorized Denominations). 

Notice of Redemption; Selection of Obligations to Be Redeemed 

See “APPENDIX B - FORM OF OFFICIAL ACTION.”  

The Paying Agent/Registrar, so long as a Book-Entry-Only System is used for the Bonds, will send any 

notice of redemption of the Bonds, notice of proposed amendment to the Order or other notices with respect to the 

Bonds only to DTC. Any failure by DTC to advise any DTC participant, or of any DTC participant or indirect 

participant to notify the beneficial owner, shall not affect the validity of the redemption of the Bonds called for 

redemption or any other action premised on any such notice. Redemption of portions of the Bonds by the Issuer will 

reduce the outstanding principal amount of such Bonds held by DTC. 

Book-Entry-Only System 

The information in this caption concerning The Depository Trust Company, New York, New York (“DTC”) 

and DTC’s book entry system has been obtained from DTC and the Issuer makes no representation or warranty nor 

takes any responsibility for the accuracy or completeness of such information. 

DTC will act as securities depository for the Obligations.  The Obligations will be issued as fully-registered 

securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be 

requested by an authorized representative of DTC.  One fully-registered certificate will be issued for each maturity 

of the Obligations and deposited with DTC. See APPENDIX B - “FORM OF OFFICIAL ACTION.” 

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New 

York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the 

Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, 

and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 

1934. DTC holds and provides asset servicing for over 3.6 million issues of United States and non-United States 

equity issues, corporate and municipal debt issues, and money market instruments (from over 100 countries) that 

DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among 

Direct Participants of sales and other securities transactions in deposited securities, through electronic computerized 

book-entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical 

movement of securities certificates. Direct Participants include both United States and non-United States securities 

brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly 

owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for 

DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered 

clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also 

available to others such as both United States and non-United States securities brokers and dealers, banks, trust 

companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct 

Participant, either directly or indirectly (“Indirect Participants”). DTC has a Standard & Poor’s rating of “AA+.” The  

DTC Rules applicable to its Participants are on file with the SEC. More information about DTC can be found at 

www.dtcc.com. 

TAX MATTERS 

Opinion 

Bond Counsel will deliver its opinion on the date of delivery of the Obligations substantially in the form as 

attached in “APPENDIX C - FORM OF OPINION OF CO-BOND COUNSEL.”  
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OTHER INFORMATION 

Forward Looking Statements 

The statements contained in this Private Placement Memorandum, including the cover page, appendices, 

and any other information or documents provided by the Issuer, that are not purely historical, are forward-looking 

statements, including statements regarding the Issuer’s expectations, hopes, intentions, or strategies regarding the 

future.  Holders and beneficial owners of the Obligations have placed reliance on forward-looking statements.  All 

forward looking statements included in this Private Placement Memorandum are based on information available to 

the Issuer on the date hereof.  It is important to note that the Issuer’s actual results could differ materially from those 

in such forward-looking statements.  

Ratings  

No application has been made to any ratings agency or municipal bond insurance company for 

qualification of the Obligations for ratings or municipal bond insurance, respectively, nor is it anticipated the 

Issuer would have received an investment grade rating had one been applied for. 

Settlement of Purchase of Obligations 

The Texas Water Development Board (the “Board”) and the Issuer intend for the delivery of the 

Obligations to be facilitated through the book-entry-only system of DTC. See “THE OBLIGATIONS - Book-Entry-

Only System.”  In connection with the delivery of the Obligations, a settlement agent may be used to effect the 

delivery of the Obligations.  If such a settlement agent is used, such settlement agent (i) is being used solely to 

facilitate book-entry delivery of the Obligations, (ii) will be acting solely as a “Clearing DTC Participant” and not as 

an “underwriter” (each as defined in Section 2(a)(l 1) of the U.S. Securities Act of 1933, as amended, (iii) is not 

acting as a fiduciary or municipal advisor to the Board or the Issuer with regard to the Obligations and, accordingly, 

has no fiduciary duty to either the Board of the Issuer under Federal or state securities laws, and therefore is not 

required by federal or state law to act in the best interests of the Board or the Issuer, (iv) in providing information to 

either the Board or the Issuer, is not providing “advice” within the meaning of Section 15B of the Securities 

Exchange Act of 1934, as amended, and that the information provided has not been relied on by either the Board or 

the Issuer in the issuance of the Obligations and (v) has not provided any legal, accounting, regulatory or tax advice 

to the Issuer. 

LITIGATION 

General 

On the date of delivery of the Obligations to the initial purchasers thereof, the Issuer will execute and 

deliver a certificate to the effect that, except as disclosed herein, no litigation of any nature has been filed or is 

pending, as of that date, to restrain or enjoin the issuance or delivery of the Obligations or which would affect the 

provisions made for their payment or security or in any manner questioning the validity of the Obligations.   

The Issuer 

There is no litigation, proceeding, inquiry, or investigation pending by or before any court or other 

governmental authority or entity (or, to the best knowledge of the Issuer, threatened) that adversely affects the 

power, authority or obligation of the Issuer to deliver the Obligations, the security for, or the validity of, the 

Obligations or the financial condition of the Issuer.   

CONTINUING DISCLOSURE OF INFORMATION 

In the Official Action, the Issuer has agreed for the benefit of the holders and beneficial owners of the 

Obligations to provide certain updated financial information and operating data, and timely notice of specified 

events, to the Municipal Securities Rulemaking Board through the Electronic Municipal Market Access System.  

The Issuer is required to observe the agreement for so long as it remains obligated to advance funds to pay the 

Obligations.  SEE APPENDIX B - “FORM OF OFFICIAL ACTION.” 
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Compliance with Prior Undertakings 

On September 24, 2014, the Issuer provided notice to the MSRB of a rating change affecting its Series 

2005 Bonds that resulted from a March 18, 2014 upgrade of a municipal bond insurance company insuring such 

bonds, of which the Issuer had no prior notice.  On July 14, 2016, the Issuer provided notice to the MSRB of a rating 

change affecting its outstanding Parity Bonds that resulted from an October 14, 2014 upgrade of the rating assigned 

to its Parity Bonds by S&P. 

MISCELLANEOUS 

Any statements made in this Private Placement Memorandum involving matters of opinion or of estimates, 

whether or not so expressly stated, are set forth as such and not as representations of fact, and no representation is 

made that any of the estimates will be realized.  Neither this Private Placement Memorandum nor any statement that 

may have been made verbally or in writing is to be construed as a contract with the owners of the Obligations. 

The information contained above is neither guaranteed as to accuracy or completeness nor to be construed 

as a representation by the Issuer.  The information and expressions of opinion herein are subject to change without 

notice and neither the delivery of this Private Placement Memorandum nor any sale made hereunder is to create, 

under any circumstances, any implication that there has been no change in the affairs of the Issuer or the Issuer from 

the date hereof. 

The Private Placement Memorandum is submitted in connection with the sale of the securities referred to 

herein to the Texas Water Development Board on the Delivery Date and may not be reproduced or used, as a whole 

or in part, for any other purpose. 

ADDITIONAL INFORMATION 

The Private Placement Memorandum speaks only as of its date and the information contained herein is 

subject to change.  Descriptions of the Obligations and the Official Action and any other agreements and documents 

contained herein constitute summaries of certain provisions thereof and do not purport to be complete.  This Private 

Placement Memorandum was approved by the Issuer. 
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APPENDIX A 

MATURITY SCHEDULE 

 

Maturity Date 

(December 15) 

Principal 

Amounts ($) 

Interest 

Rates (%) CUSIP No. 

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    

    
 

(Interest accrues from Delivery Date) 
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APPENDIX B 

FORM OF OFFICIAL ACTION 
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APPENDIX C 

FORM OF OPINION OF CO-BOND COUNSEL 

 

________, 2018 

WE HAVE ACTED as Co-Bond Counsel for the North Harris County Regional Water Authority (the 

“Authority”) in connection with an issue of bonds (the “Bonds”) described as follows: 

NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY SENIOR LIEN REVENUE 

BONDS, SERIES 2018, dated ________, 2018, in the aggregate principal amount of 

$__________ maturing on December 15 in each year from 20__ through 20__, inclusive.  The 

Bonds are issuable in fully registered form only, in denominations of $5,000 or integral multiples 

thereof, bear interest, are subject to redemption prior to maturity and may be transferred and 

exchanged as set out in the Bonds and in the Tenth Supplemental Resolution to the Master 

Resolution, as amended (the “Supplemental Resolution,” and together with the Master Resolution, 

the “Resolution”), adopted by the Board of Directors of the Authority (the “Board”) authorizing 

their issuance.   

WE HAVE ACTED as Co-Bond Counsel for the sole purpose of rendering an opinion with respect to the 

legality and validity of the Bonds under the Constitution and laws of the State of Texas and with respect to the 

exclusion of interest on the Bonds from gross income under federal income tax law. In such capacity we have 

examined the Constitution and laws of the State of Texas, federal income tax law and a transcript of certain certified 

proceedings pertaining to the issuance of the Bonds, as described in the Supplemental Resolution. The transcript 

contains certified copies of certain proceedings of the Authority; certain certifications and representations and other 

material facts within the knowledge and control of the Authority, upon which we rely, and certain other customary 

documents and instruments authorizing and relating to the issuance of the Bonds.  We have also examined executed 

Bond No. R-1 of this issue.   

WE HAVE NOT BEEN REQUESTED to examine, and have not investigated or verified, any original 

proceedings, records, data or other material, but have relied upon the transcript of certified proceedings.  We have 

not assumed any responsibility with respect to the financial condition or capabilities of the Authority or the 

disclosure thereof in connection with the sale of the Bonds. 

BASED ON SUCH EXAMINATION, it is our opinion as follows: 

(1) The transcript of certified proceedings evidences complete legal authority for the issuance of the 

Bonds in full compliance with the Constitution and laws of the State of Texas presently in effect; 

the Bonds constitute valid and legally binding limited obligations of the Authority enforceable in 

accordance with the terms and conditions thereof; and, the Bonds have been authorized and 

delivered in accordance with law; 

(2) The Bonds, together with any prior and future additional Senior Lien Obligations issued under the 

Master Resolution, are secured by and payable solely from the Net Revenues and the special funds 

of the Authority described in the Resolution; and 

(3) The Authority is authorized to impose and collect Pumpage Fees and System revenues in the 

amounts imposed and required by the Resolution. 

THE RIGHTS AND REMEDIES OF THE OWNERS of the Bonds are subject to, and may be limited by, 

laws heretofore or hereafter enacted relating to bankruptcy, insolvency, reorganization, moratorium or other similar 

laws affecting the rights of creditors of political subdivisions and the exercise of judicial discretion in appropriate 

cases.  The Bonds are secured solely by a lien on and pledge of the Net Revenues and do not constitute a general 

obligation of the Authority.  The Authority may not impose an ad valorem tax, and the owners of the Bonds shall 
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never have the right to demand payment of the principal of or interest on the Bonds out of any funds raised or to be 

raised by ad valorem taxation.   

THE AUTHORITY HAS RESERVED THE RIGHT in the Master Resolution, and the Master Resolution 

permits the Authority, to issue from time to time additional Senior Lien Obligations which are equally and ratably 

secured on parity with the Bonds by a pledge of and lien on the Net Revenues.  The Authority has also reserved the 

right to issue other obligations secured by a lien on the Net Revenues that is junior and subordinate to the lien on the 

Net Revenues with respect to the Bonds and any additional Senior Lien Obligations. 

ALSO BASED ON OUR EXAMINATION AS DESCRIBED ABOVE, it is our further opinion that, the 

Bonds are not private activity bonds and that, subject to the restrictions hereinafter described, interest on the Bonds 

is excludable from gross income of the owners thereof for federal income tax purposes under existing law and is not 

subject to the alternative minimum tax on individuals or, except as hereinafter described, corporations.  The opinion 

set forth in the first sentence of this paragraph is subject to the condition that the Authority comply with all 

requirements of the Internal Revenue Code of 1986, as amended (the “Code”), that must be satisfied subsequent to 

the issuance of the Bonds in order that interest thereon be, or continue to be, excluded from gross income for federal 

income tax purposes.  The Authority has covenanted in the Resolution to comply with each such requirement.  

Failure to comply with certain of such requirements may cause the inclusion of interest on the Bonds in gross 

income for federal income tax purposes to be retroactive to the date of issuance of the Bonds.  The Code and the 

existing regulations, rulings and court decisions thereunder, upon which the foregoing opinions of Co-Bond Counsel 

are based, are subject to change, which could prospectively or retroactively result in the inclusion of the interest on 

the Bonds in gross income of the owners thereof for federal income tax purposes.  If such representations are 

determined to be inaccurate or incomplete or the Authority fails to comply with the foregoing provisions of the 

Resolution, interest on the Bonds could become includable in gross income from the date of original delivery, 

regardless of the date on which the event causing such inclusions occurs. 

INTEREST ON the Bonds owned by a corporation (other than an S corporation, a regulated investment 

company, a real estate investment trust (REIT), a real estate mortgage investment conduit (REMIC) or a financial 

asset securitization investment trust (FASIT)) will be included in such corporation’s adjusted current earnings for 

purposes of calculating such corporation’s alternative minimum taxable income.  A corporation’s alternative 

minimum taxable income is the basis on which the alternative minimum tax imposed by the Code is computed.  

EXCEPT AS DESCRIBED ABOVE, we express no opinion as to any federal, state or local tax 

consequences under present law, or future legislation, resulting from the ownership of, receipt or accrual of interest 

on, or the acquisition or disposition of, the Bonds.  Prospective purchasers of the Bonds should be aware that the 

ownership of tax-exempt obligations, such as the Bonds, may result in collateral federal income tax consequences to, 

among others, financial institutions, life insurance companies, property and casualty insurance companies, certain 

foreign corporations doing business in the United States, certain S corporations with Subchapter C earnings and 

profits, individual recipients of Social Security or Railroad Retirement benefits, taxpayers who are deemed to have 

incurred or continued indebtedness to purchase or carry tax-exempt obligations, taxpayers owning an interest in a 

FASIT that holds tax-exempt obligations and individuals otherwise qualified for the earned income tax credit.  For 

the foregoing reasons, prospective purchasers should consult their own tax advisors as to the consequences of 

investing in the Bonds. 

OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change.  Such opinions are 

further based on our knowledge of facts as of the date hereof.  We assume no duty to update or supplement our 

opinions to reflect any facts or circumstances that may thereafter come to our attention or to reflect any changes in 

any law that may thereafter occur or become effective.  Moreover, our opinions are not a guarantee of result and are 

not binding on the Internal Revenue Service; rather, such opinions represent our legal judgment based upon our 

review of existing law that we deem relevant to such opinions and in reliance upon the representations and 

covenants referenced above. 

 



Project Location
   

County: Harris

Primary: Y

   

Can you locate your project to a specific address?: Y

   

Project Address: 12550 Water Works Way

Project City: Humble

Project State: TX

Project ZIP: 77396-3880
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Project Schedule
   

a) Requested loan closing date: 11-15-2018

b) Estimated date to submit environmental planning documents.: 12-31-2015

c) Estimated date to submit engineering planning documents.: 12-31-2015

d) Estimated date for completion of design.: 06-30-2024

e) Estimated Construction start date for first contract.: 01-11-2016

f) Estimated Construction end date for last contract: 06-30-2024



Population and Water Demand Projections

2020 2030 2040 2050 2060 2070 2020 2030 2040 2050 2060 2070
NHCRWA 731,265 780,933 821,599 856,170 886,651 914,489 123,598 129,683 134,863 139,655 144,379 148,850
Jersey Village 7,723 7,790 7,936 8,096 8,272 8,465 1,746 1,733 1,742 1,764 1,799 1,841
The Woodlands 16,144 17,484 19,174 20,436 21,378 22,083 3,873 4,150 4,520 4,800 5,014 5,177
Tomball 12,742 13,457 14,110 14,677 15,182 15,644 3,210 3,345 3,474 3,595 3,714 3,826
Total 767,874 819,664 862,819 899,379 931,483 960,681 132,427 138,911 144,599 149,814 154,906 159,694

Total Demand (MGD) 118 124 129 134 138 143

Total Surface Water (MGD) 35 74 103 107 111 114

Total Groundwater (MGD) 83 50 26 27 28 29

Population Demand (Acre-Feet per Year)

 



Cost Estimates
   



TWDB-1201

Revised 11/22/2010

Uses

TWDB 2018 

Funds

TWDB 2019 

Funds

TWDB 2020 

Funds

TWDB 2021 

Funds

TWDB 2022 

Funds

TWDB 2023 

Funds

Total TWDB 

Cost

Other 

Funds

Total Cost

Construction 

Construction $0 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal Construction $0 $0 $0 $0 $0 $0 $0 $0 $0

Basic Engineering Fees 

Planning + $0 $0 $0 $0 $0 $0 $0 $0 $0

Design $0 $0 $0 $0 $0 $0 $0 $0 $0

Construction Engineering $0 $0 $0 $0 $0 $0 $0 $0 $0
Basic Engineering Other 

**________________ $0 $0 $0 $0 $0 $0 $0 $0 $0
Subtotal Basic Engineering 

Fees $0 $0 $0 $0 $0 $0 $0 $0 $0

Special Services

Application $0 $0 $0 $0 $0 $0 $0 $0 $0

Environmental $0 $0 $0 $0 $0 $0 $0 $0 $0

Water Conservation Plan $0 $0 $0 $0 $0 $0 $0 $0 $0

I/I Studies/Sewer Evaluation $0 $0 $0 $0 $0 $0 $0 $0 $0

Surveying $0 $0 $0 $0 $0 $0 $0 $0 $0

Geotechnical $0 $0 $0 $0 $0 $0 $0 $0 $0

Testing $0 $0 $0 $0 $0 $0 $0 $0 $0

Permits $0 $0 $0 $0 $0 $0 $0 $0 $0

Inspection $0 $0 $0 $0 $0 $0 $0 $0 $0

O&M Manual $0 $0 $0 $0 $0 $0 $0 $0 $0

Project Management (by 

engineer) $0 $0 $0 $0 $0 $0 $0 $0 $0

Pilot Testing $0 $0 $0 $0 $0 $0 $0 $0 $0

Water Distribution Modeling $0 $0 $0 $0 $0 $0 $0 $0 $0
Special Services  Other 

**__________ $0 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal Special Services $0 $0 $0 $0 $0 $0 $0 $0 $0

Other

Administration $0 $0 $0 $0 $0

Land/Easements Acquisition $0 $0 $0 $0 $0 $0 $0 $0 $0
Water Rights Purchase (If 

Applicable) $0 $0 $0 $0 $0
Capacity Buy-In  (If 

Applicable) $69,408,784 $72,691,899 $21,717,518 $14,285,135 $4,761,711 $4,761,711 $187,626,758 $0 $187,626,758

Project Legal Expenses $0 $0 $0 $0 $0 $0 $0 $0 $0

Other **  $0 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal Other Services $69,408,784 $72,691,899 $21,717,518 $14,285,135 $4,761,711 $4,761,711 $187,626,758 $0 $187,626,758

Fiscal Services $0

Financial Advisor $817,800 $856,400 $257,900 $171,300 $58,400 $58,900 2,220,700$       $0 $2,220,700

Bond Counsel $899,580 $942,040 $283,690 $188,430 $64,240 $64,790 2,442,770$       $0 $2,442,770

Issuance Cost $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 300,000$          $0 $300,000

Bond Insurance/Surety $0 $0 $0 $0 $0 $0 -$                  $0 $0

Fiscal/Legal $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 300,000$          $0 $300,000

Capitalized Interest $5,233,920 $5,994,800 $1,934,250 $1,370,400 $496,400 $530,100 15,559,870$     $0 $15,559,870

Bond Reserve Fund $4,416,120 $4,744,456 $1,475,188 $1,008,957 $353,904 $367,536 12,366,161$     $0 $12,366,161

Loan Origination Fee $0 $0 $0 $0 $0 $0 -$                  $0 $0

Other **  Contingency 903,796$            310,405$            21,454$              5,778$                5,345$                6,963$                1,253,741$       $0 $1,253,741

Subtotal Fiscal Services $12,371,216 $12,948,101 $4,072,482 $2,844,865 $1,078,289 $1,128,289 $34,443,242 $0 $34,443,242

Contingency

Contingency $0 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal Contingency $0 $0 $0 $0 $0 $0 $0 $0 $0

TOTAL COSTS $81,780,000 $85,640,000 $25,790,000 $17,130,000 $5,840,000 $5,890,000 $222,070,000 $0 $222,070,000

Other ** description must be entered

+ For Planning applications under the EDAP Program, please break down Planning costs as follows:

0

0

0

0

0 0 0Total Planning Costs

PROJECT BUDGET - NHCRWA SUPPLEMENTAL FUNDING FOR EXPANSION OF NORTHEAST WATER PURIFICATION PLANT

Category A

Category B

Category C

Category D

 



WRD-253d 
10/17 

All boxes on this form must be filled out for the application to be administratively complete. Items may be marked as 
N/A if appropriate. 

Texas Water Development Board 
Water Project Information 

A. Project Name B. Project No. C. County 
 

D. Program(s)   E. Date F. Regional Planning Group (A-P) 

G. Water Project Description: (Multiphase project, new or expansion; plant, well, storage, pump station, distribution system, etc) 
 
 
 
 

 
Attach map of service area affected by Project or other documentation. 

H. Is an Inter Basin Transfer potentially involved? 
 Yes ☐ No ☐ 

I. Is project located in a Groundwater District (If yes, identify District by name)? 
Yes ☐       No ☐ 

J. Service Area Projected 
Population for at least a 20 year 
period: 
(if different from Planning Area, 
discuss in separate attachment) 
 

    Current Population Projected Population 

Year:      20           2020 2025 2030 2035 2040 

Population:       

Project Design Year: 
(Year for which project will be sized)              20   Design Population: 

(Population served by project on the design year)  

K. Is the proposed project included in a current Regional Water Plan? Yes ☐ No ☐ Don’t Know ☐ 
             (If Yes, please specify on what page in the Regional Water Plan - Regional Water Plan Page Number:      

L. What type of water source is associated directly with the proposed project?  Surface Water ☐ Groundwater ☐ Reuse ☐ 

M. Will the project increase the volume of water supply? Yes ☐ No ☐ 

N. What volume of water is the project anticipated to deliver/ treat per year?    Acre-Feet/Year 
O. Current Water Supply Information 
Surface Water Supply Source / Provider Names Certificate No. Source County Annual Volume and Unit 

Groundwater Supply Aquifer Well Field location Source County Annual Volume and Unit 

Reuse Water Certificate No.  Annual Amount Used and Unit 

P. Proposed Water Supply Associated Directly with the Proposed Project 
Surface Water Supply Source / Provider Names Certificate No. Source County Annual Volume and Unit 

Groundwater Supply Aquifer Well Field location Source County Annual Volume and Unit 

Reuse Water Certificate No. Annual Amount Used and Unit 

Q. Consulting Engineer Name Telephone No. E-mail address 

R. Applicant Contact Name, Title Telephone No. E-mail address 

 

4/11/2018

■

Michael V. Reedy, P.E.

Northwest Harris County (within boundaries of NHCRWA)

Harris

Harris

Harris

Harris

881,099

27 MGD

793,769

Harris

■

Northwest Harris County (within boundaries of NHCRWA)

See City of Houston Application

See City of Houston Application

117,623

Additional Funding for Expansion of NEWPP

mevans@nhcrwa.org

Lake Houston/City of Houston

Lake Houston/City of Houston

Gulf Coast Aquifer

■

N/A

Mark Evans, Planning and Governmental Affairs Director

862,819

H

819,664

56 MGD

713-204-0994

27 MGD

767,874

105 MGD

5-B-TRET-004-(1-6)

mvr@freese.com

281-440-3924

45

■

841,242

Gulf Coast Aquifer

■

SWIFT

 



Property Rights
   

a) Does the applicant currently own all the property rights, groundwater permits and surface water

rights needed for this project?: Y

   

b) If all property rights, groundwater permits, and surface water rights, needed for this project have

not yet been acquired, identify the rights and/or permits that will need to be acquired and provide

the anticipated date by which the applicant expects to have acquired such rights and/or permits.

   
Type of Permit

Water Right
Entity from which
the right must be

acquired

Acquired by lease
or full ownership

Expected
acquisition date

Permit / Water
Right ID No.



 





No groundwater rights associated with this project. 

 



Permits & Easements
   

Are any major permits necessary for completion of the project?: N

   

Has the applicant obtained all necessary land and easements for the project?: Y

   



See City of Houston Application for Site Certificate. 

 



Environmental Determination
   

Has a Categorical Exclusion (CE), Determination of No Effect, Finding of No Significant Impact

(FONSI), Record of Decision (ROD), or any other environmental determination been issued for

this project?: N

CE/DNE
   

Is the project potentially eligible for a CE/ Determination of No Effect (DNE) because it involves

only minor rehabilitation or the functional replacement of existing equipment?: N

Adverse Environmental/Social Impacts
   

Are there potentially adverse environmental or social impacts that may require mitigation or

extensive regulatory agency or public coordination (e.g. known impacts to properties eligible for

listing on the National Register of Historic Places; potentially significant public controversy; need

for an individual permit from the U.S. Army Corps of Engineers)?: N

Associated PIF(s)
   

PIF number(s):

   

PIF ID #12576

Additional Attachments
   

The following documents are attached after this page:

   

The following documents are attached after this page:

   

Engineering Consultant Contracts.pdf

Bond Rating for Document Status.pdf



TWDB Application for Financial Assistance 
Part A – General Information 

6. Applicant’s Consultants 
(in addition to previously submitted a. through f.) 

 
 
g.  AEI Engineering, Inc. 
Nancy Blackwell, P.E., President  
Tom Matkin, P.E., Vice President 
616 Cypress Creek Pkwy., Suite 250  
Houston, TX 77090-3037  
281/350-7027 FAX 281/350-7035  
Email: tmatkin@aeiengr.com  
Email: nblackwell@aeiengr.com  
 
 
h.  ARCADIS U.S., Inc.  
Edward Quiroz, Project Manager  
11490 Westheimer, Suite 600  
Houston, TX 77077  
281/497-6900 (main) FAX 281/496-2936  
281/509-6414 (Edward Quiroz)  
Email: edward.quiroz@arcadis-us.com  
 
 
i.  Binkley & Barfield, Inc.  
Larry M. Barfield, P.E., President  
1710 Seamist Drive  
Houston, TX 77008-3189  
713/869-3433 FAX 713/869-6702  
Email: lmb@binkleybarfield.com  
 
 
j.  Brown & Gay Engineers, Inc. 
Dave Scholler, P.E., Senior Project Manager  
10777 Westheimer, Suite 400  
Houston, TX 77042  
281/558-8700 FAX 281/558-9701  
Direct: 713/488-8148  
Email: dscholler@browngay.com  
 
 
k.  Costello, Inc.  
Samuel Kruse, Jr., P.E.  
9990 Richmond Avenue Suite 450, North Building  
Houston, Texas 77042  
713/783-7788 Fax: 713/783-3580  
Email: skruse@coseng.com  

 



 
 
 
l.  Dannenbaum Engineering Corporation  
James D. Dannenbaum, P.E., Chairman of the Board  
Wayne Ahrens, P.E., Chief Operating Officer  
3100 W. Alabama  
Houston, TX 77098  
713/520-9570 FAX 713/527-6404 [James]  
713/527-6378 FAX 713/527-6338 [Wayne]  
Email: jdd@dannenbaum.com  
Email: w.ahrens@dannenbaum.com  
 
  
m.  IDS Engineering Group  
Jeff Ross, P.E., Senior Vice President  
13430 Northwest Freeway, #700  
Houston, TX 77040  
713/462-3178 FAX 713/462-1631  
Email: jeross@idsengineeringgroup.com 
 
  
n.  Jacobs Engineering Group Inc.  
Wendell L. "Buddy" Barnes, P.E., FSAME, Operations Manager  
832/351-7954 FAX 832/351-7700  
Vernon Webb, P.E., Manager of Projects  
281/983-2357 FAX 832/351-7766  
5995 Rogerdale Road  
Houston, TX 77072  
Mobile: 713/248-8257 (Buddy Barnes)  
Mobile: 832/473-2162 (Vernon Webb)  
Email: Wendell.Barnes@jacobs.com  
Email: Vernon.Webb@jacobs.com  
 
 
o.  Jones & Carter, Inc.  
Tobin Synatschk, P.E., Water Practice Leader  
David Warner, P.E. (281/363-4039)  
6335 Gulfton, Suite 100  
Houston, TX 77081  
713/777-5337 FAX 713/777-5976  
Email: tsynatschk@jonescarter.com  
Email: dwarner@jonescarter.com  
 
 
 
 
 



 
p.  Klotz Associates, Inc.  
D. Wayne Klotz, P.E., President  
Ralph Cox, P.E., Vice President  
1160 Dairy Ashford Street, Suite 500  
Houston, TX 77079  
281/589-7257 FAX 281/589-7309  
Email: wayne.klotz@klotz.com  
Email: Ralph.cox@klotz.com  
 
 
q.  LBG-Guyton Associates  
W. John Seifert, Jr., P.E., Principal  
11111 Katy Freeway, Suite 400  
Houston, TX 77079  
713/468-8600 FAX 713/468-4956  
Email: jseifert@lbgguyton.com  
 
 
r.  Sander Engineering Corporation 
Dennis Sander, P.E.  
1250 W Sam Houston Pkwy S, Ste 400  
Houston, Texas 77042  
713/784-4830 Fax: 713/784-4052 
Email: dsander@sandereng.com  
 
 
s.  Zarinkelk Engineering Services, Inc.  
Giti Zarinkelk, P.E.  
617 Caroline Street  
Houston, Texas 77002  
832/242-2426 Fax: 832-242-2445  
Email: giti.zarinkelk@zarinkelk.com 







































































































































































































































































































































































































































































































































































































































































































































































































4/10/2018 by AE

Issue Dated Par Amount Outstanding Moodys S&P Fitch Kroll

Sr Lien Rev Bds Ser 2017 11/1/2017 $391,715,000 $391,715,000 

Sr Lien Rev Bds Ser 2016A 11/1/2016 $195,050,000 $195,050,000 

Sr Lien Rev & Ref Bds Ser 2016 8/1/2016 $258,125,000 $258,125,000 AA- A+

Sr Lien Rev Bds Ser 2015 12/1/2015 $80,435,000 $78,405,000 

Sr Lien Rev Ref Bds Ser 2014 11/1/2014 $72,510,000 $65,815,000 A1 AA-

Sr Lien Rev Ref Bds Ser 2013 2/1/2013 $106,320,000 $91,420,000 A1 AA-

Sr Lien Rev Bds Ser 2008 8/15/2008 $238,115,000 $5,815,000 A1 AA-

NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY
Bond Ratings

 



HR

NORTH HARRIS COUNTY REGIONAL WATER AUTHORITY
Bond Ratings



Associated PIF PDF
   

The following document is for associated PIF #12576
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OLA ID 880702
PIF No. 12576
Entity Name: North Harris Co Regional WA
Project Name: Additional Funding for NEWPP

Expansion

 



General Information
   

Project Information   

 

Funding Type: SWIFT 

Contact Information
   

County: Harris

   

Service Area
   

Population Served: 938,598

Project Description
   

Project Name: Additional Funding for NEWPP Expansion

   

Where can Project be found in the most recent Regional Water Plan?

The project is described on page #: : See Attachment A

The capital cost is listed on page #:: See Attachment A

Entity Contact Information Engineering Firm Contact Information
Name of Entity: North Harris Co Regional WA Name of New Entity:
Prefix: Mr. Prefix: Mr.
First Name: Mark First Name: Michael V.
Last Name: Evans Last Name: Reedy
Addr 1: 3648 Cypress Creek Parkway Addr 1: 10497 Town and Country Way
Addr 2: Ste 110 Addr 2: Ste 600
City: Houston City: Houston
State: TX State: TX
Zip: 77068-3609 Zip: 77024-1133
Phone: (281) 440-3924 Phone: (713) 600-6828
Fax: (281) 440-4104 Fax: (713) 600-6801
Suffix: Suffix: P.E.
OrgName: OrgName:
DeptName: DeptName:
Title: Planning & Governmental Affairs Director Title: Vice President
Email: mevans@nhcrwa.com Email: mvr@freese.com

Firm Name: Freese and Nichols, Inc.
Make Changes: Y Make Changes: Y
No Entity TxWISE Id No Engineering TxWISE Id



   

Region: H - REGION H

   

Phase(s) Applied For

Planning: Y

Acquisition: Y

Design: Y

Construction: Y

   

Emergency

Applicant/entity's water supply will last less than 180 days.: N

Applicant has received or applied for Federal emergency funding.: N

None of the above.: Y

   

Agricultural Efficiency Project?: N

   

Estimated average annual residential water bill: $488

Annual Median Household Income: $77,750

   

Project will produce water: Y

Project will conserve water: N

Please provide the volume of water anticipated to be produced or conserved by the project per

decade:

   

Project will address water loss: N

   

Description of Proposed Project Components: Expansion of the City of Houston (COH) water

treatment capacity is required to meet increasing customer demands resulting from projected

increases in regional population.  The COH is among the largest providers of surface water to

customers in Region H.  The COH currently treats water from Lake Houston and Lake Livingston

at three treatment plants prior to distribution to customers.  The three plants are the Northeast

Water Purification Plant (NEWPP), the East Water Purification Plant (EWPP), and the Southeast

Water Purification Plant (SEWPP).  The expansion of the NEWPP will

accommodate Houston customers including the needs of the four Regional Water Authorities

(North Harris County Regional Water Authority, West Harris County Regional Water Authority,

Central Harris County Regional Water Authority, and North Fort Bend Water Authority).  This

application addresses the needs of the North Harris County Regional Water Authority (NHCRWA).

The NHCRWA intends to purchase an additional 113 MGD of treated water capacity from the

COH out of the expanded NEWPP for use in implementing the NHCRWA’s Groundwater

Reduction Plan (GRP).  Treated water purchased from the COH will be conveyed to water districts

2020 2030 2040 2050 2060 2070
74394 115942 143360 143360 143360 143360



and cities in the NHCRWA service area through a proposed delivery system (Second Source Line,

Initial Phase of NHCRWA 2025 Transmission System, and the NHCRWA 2025

Distribution System) for which the NHCRWA is seeking TWDB funds through separate

applications.

 

See Attachment B for further information and background for the NHCRWA. 



ATTACHMENT C 
 

REGIONAL PROJECT WORKSHEET 

 



Texas Water Development Board 

State Water Implementation Fund for Texas (SWIFT) 
 

Abridged Application Regional Project Worksheet 
 

 

Applicant:  North Harris County Regional Water Authority 

Project Name:  Additional Funding for NEWPP Expansion 

Instructions:  List all entities (aside from the applicant) that will be served by the proposed project. Use the “Rural” 

column to indicate the entities serving populations of 10,000 or fewer. 

Press “Tab” to add new rows as needed. 

Entity Name Rural 

1.  Bammel UD Yes 

2.  Bilma PUD Yes 

3.  Bridgestone MUD No 

4.  Charterwood MUD Yes 

5.  City of Jersey Village Yes 

6.  City of Tomball No 

7.  City of Waller Yes 

8.  CNP UD No 

9.  Cy-Champ PUD Yes 

10.  Cypress Creek UD Yes 

11.  Cypress Forest PUD Yes 

12.  Cypress Hill MUD 1 Yes 

13.  Cypress-Klein UD  Yes 

14.  Cypresswood UD Yes 

15.  Dowdell PUD Yes 

16.  Emerald Forest UD Yes 

17.  Encanto Real UD Yes 

18.  Faulkey Gully MUD Yes 

19.  Fountainhead MUD Yes 

20.  Grant Road PUD Yes 

21.  Harris County FWSD 52 Yes 

22.  Harris County FWSD 61  No 

23.  Harris County ID 18 Yes 

24.  Harris County MUD 001 Yes 

25.  Harris County MUD 016 Yes 

26.  Harris County MUD 018 Yes 

27.  Harris County MUD 024 Yes 

28.  Harris County MUD 025 Yes 

29.  Harris County MUD 026 No 

30.  Harris County MUD 043 Yes 



Texas Water Development Board 

State Water Implementation Fund for Texas (SWIFT) 
 

Abridged Application Regional Project Worksheet 

31.  Harris County MUD 044 Yes 

32.  Harris County MUD 048 Yes 

33.  Harris County MUD 069 Yes 

34.  Harris County MUD 082 No 

35.  Harris County MUD 086 Yes 

36.  Harris County MUD 104 Yes 

37.  Harris County MUD 109 Yes 

38.  Harris County MUD 118 Yes 

39.  Harris County MUD 168 No 

40.  Harris County MUD 170 Yes 

41.  Harris County MUD 180 Yes 

42.  Harris County MUD 191 Yes 

43.  Harris County MUD 202 Yes 

44.  Harris County MUD 211 Yes 

45.  Harris County MUD 220 Yes 

46.  Harris County MUD 222 Yes 

47.  Harris County MUD 230 Yes 

48.  Harris County MUD 231 Yes 

49.  Harris County MUD 233  Yes 

50.  Harris County MUD 248 Yes 

51.  Harris County MUD 249 Yes 

52.  Harris County MUD 273 Yes 

53.  Harris County MUD 275 Yes 

54.  Harris County MUD 280 Yes 

55.  Harris County MUD 281 Yes 

56.  Harris County MUD 282 Yes 

57.  Harris County MUD 286 Yes 

58.  Harris County MUD 316 Yes 

59.  Harris County MUD 322 Yes 

60.  Harris County MUD 354 Yes 

61.  Harris County MUD 358 Yes 

62.  Harris County MUD 360 Yes 

63.  Harris County MUD 364  Yes 

64.  Harris County MUD 365 Yes 

65.  Harris County MUD 367  Yes 

66.  Harris County MUD 368 No 

67.  Harris County MUD 383 Yes 

68.  Harris County MUD 387  Yes 

69.  Harris County MUD 389 Yes 

70.  Harris County MUD 391 Yes 

71.  Harris County MUD 396 Yes 



Texas Water Development Board 

State Water Implementation Fund for Texas (SWIFT) 
 

Abridged Application Regional Project Worksheet 

72.  Harris County MUD 397 Yes 

73.  Harris County MUD 401 Yes 

74.  Harris County MUD 416 Yes 

75.  Harris County MUD 454 Yes 

76.  Harris County MUD 468 Yes 

77.  Harris County MUD 480 Yes 

78.  Harris County WCID 091 Yes 

79.  Harris County WCID 092 Yes 

80.  Harris County WCID 099 Yes 

81.  Harris County WCID 109 Yes 

82.  Harris County WCID 110 Yes 

83.  Harris County WCID 113 Yes 

84.  Harris County WCID 114 Yes 

85.  Harris County WCID 116 Yes 

86.  Harris County WCID 119 Yes 

87.  Harris County WCID 132 Yes 

88.  Harris County WCID 136 Yes 

89.  Harris County WCID 155 (Partial) Yes 

90.  Harris Montgomery County MUD 386 No 

91.  Heatherloch MUD Yes 

92.  Hunter's Glen MUD Yes 

93.  Inverness Forest ID Yes 

94.  Klein PUD Yes 

95.  Kleinwood MUD Yes 

96.  Lake Forest UD Yes 

97.  Louetta North PUD Yes 

98.  Louetta Rd. UD Yes 

99.  Malcomson Road UD Yes 

100.  Meadowhill Regional MUD  Yes 

101.  Memorial Hills UD Yes 

102.  Mills Road MUD Yes 

103.  North Park PUD Yes 

104.  Northampton MUD Yes 

105.  Northgate Crossing MUD 1 Yes 

106.  Northgate Crossing MUD 2  Yes 

107.  Northwest Freeway MUD Yes 

108.  Northwest Harris County MUD 05 No 

109.  Northwest Harris County MUD 06 Yes 

110.  Northwest Harris County MUD 09 Yes 

111.  Northwest Harris County MUD 10 Yes 

112.  Northwest Harris County MUD 15 Yes 



Texas Water Development Board 

State Water Implementation Fund for Texas (SWIFT) 
 

Abridged Application Regional Project Worksheet 

113.  Northwest Harris County MUD 19 Yes 

114.  Northwest Harris County MUD 20 Yes 

115.  Northwest Harris County MUD 21 Yes 

116.  Northwest Harris County MUD 22 Yes 

117.  Northwest Harris County MUD 23 Yes 

118.  Northwest Harris County MUD 24 Yes 

119.  Northwest Harris County MUD 28 Yes 

120.  Northwest Harris County MUD 29 Yes 

121.  Northwest Harris County MUD 30 Yes 

122.  Northwest Harris County MUD 32 Yes 

123.  Northwest Harris County MUD 36 Yes 

124.  Northwest Park MUD Yes 

125.  Oakmont PUD Yes 

126.  Ponderosa Forest UD Yes 

127.  Post Wood MUD Yes 

128.  Prestonwood  Forest UD Yes 

129.  Reid Road MUD 1 Yes 

130.  Reid Road MUD 2 Yes 

131.  Richey Road MUD Yes 

132.  Shasla PUD Yes 

133.  Spring Creek Forest PUD Yes 

134.  Spring West MUD  Yes 

135.  Tattor Road MUD Yes 

136.  Terranova West MUD  Yes 

137.  Timber Lane UD No 

138.  Timberlake ID Yes 

139.  West Harris County MUD 01 Yes 

140.  West Harris County MUD 09 Yes 

141.  West Harris County MUD 10 Yes 

142.  West Harris County MUD 11 Yes 

143.  West Harris County MUD 15 Yes 

144.  West Harris County MUD 21 Yes 

145.  Westador MUD Yes 

146.  White Oak Bend MUD Yes 

147.  Woodcreek MUD Yes 

 



Readiness to Proceed to Construction
   

   

Preliminary planning or design work (30% of total project) has been completed or is not required.:

N

   

Applicant is prepared to begin implementation or construction within 18 months of application

deadline.: Y

   

Applicant has acquired all water rights associated with the proposed project, or none will be

required.: Y



Estimated Costs
   

TWDB Requested Amount

   

Low-Interest Loan Amount: $222070000.00

   

Deferred Loan Amount: 

   

Board Participation Amount: 

   

Local Contribution Amount: 

   

Other Amount: $551760000.00

Other Desc: Prior SWIFT Commitments

   

Total Estimated Project Costs: $773830000.00

Anticipated Debt Service for 2018 Loan Closing is anticipated to be:: LEVEL



ATTACHMENT D 
 

PROJECT FUNDING DETAILS 

 



TWDB-1201

Revised 11/22/2010

Uses

TWDB 2018 

Funds

TWDB 2019 

Funds

TWDB 2020 

Funds

TWDB 2021 

Funds

TWDB 2022 

Funds

TWDB 2023 

Funds

Total TWDB 

Cost

Other 

Funds

Total Cost

Construction 

Construction $0 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal Construction $0 $0 $0 $0 $0 $0 $0 $0 $0

Basic Engineering Fees 

Planning + $0 $0 $0 $0 $0 $0 $0 $0 $0

Design $0 $0 $0 $0 $0 $0 $0 $0 $0

Construction Engineering $0 $0 $0 $0 $0 $0 $0 $0 $0
Basic Engineering Other 

**________________ $0 $0 $0 $0 $0 $0 $0 $0 $0
Subtotal Basic Engineering 

Fees $0 $0 $0 $0 $0 $0 $0 $0 $0

Special Services

Application $0 $0 $0 $0 $0 $0 $0 $0 $0

Environmental $0 $0 $0 $0 $0 $0 $0 $0 $0

Water Conservation Plan $0 $0 $0 $0 $0 $0 $0 $0 $0

I/I Studies/Sewer Evaluation $0 $0 $0 $0 $0 $0 $0 $0 $0

Surveying $0 $0 $0 $0 $0 $0 $0 $0 $0

Geotechnical $0 $0 $0 $0 $0 $0 $0 $0 $0

Testing $0 $0 $0 $0 $0 $0 $0 $0 $0

Permits $0 $0 $0 $0 $0 $0 $0 $0 $0

Inspection $0 $0 $0 $0 $0 $0 $0 $0 $0

O&M Manual $0 $0 $0 $0 $0 $0 $0 $0 $0

Project Management (by 

engineer) $0 $0 $0 $0 $0 $0 $0 $0 $0

Pilot Testing $0 $0 $0 $0 $0 $0 $0 $0 $0

Water Distribution Modeling $0 $0 $0 $0 $0 $0 $0 $0 $0
Special Services  Other 

**__________ $0 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal Special Services $0 $0 $0 $0 $0 $0 $0 $0 $0

Other

Administration $0 $0 $0 $0 $0

Land/Easements Acquisition $0 $0 $0 $0 $0 $0 $0 $0 $0
Water Rights Purchase (If 

Applicable) $0 $0 $0 $0 $0
Capacity Buy-In  (If 

Applicable) $69,408,784 $72,691,899 $21,717,518 $14,285,135 $4,761,711 $4,761,711 $187,626,758 $0 $187,626,758

Project Legal Expenses $0 $0 $0 $0 $0 $0 $0 $0 $0

Other **  $0 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal Other Services $69,408,784 $72,691,899 $21,717,518 $14,285,135 $4,761,711 $4,761,711 $187,626,758 $0 $187,626,758

Fiscal Services $0

Financial Advisor $817,800 $856,400 $257,900 $171,300 $58,400 $58,900 2,220,700$       $0 $2,220,700

Bond Counsel $899,580 $942,040 $283,690 $188,430 $64,240 $64,790 2,442,770$       $0 $2,442,770

Issuance Cost $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 300,000$          $0 $300,000

Bond Insurance/Surety $0 $0 $0 $0 $0 $0 -$                  $0 $0

Fiscal/Legal $50,000 $50,000 $50,000 $50,000 $50,000 $50,000 300,000$          $0 $300,000

Capitalized Interest $5,233,920 $5,994,800 $1,934,250 $1,370,400 $496,400 $530,100 15,559,870$     $0 $15,559,870

Bond Reserve Fund $4,416,120 $4,744,456 $1,475,188 $1,008,957 $353,904 $367,536 12,366,161$     $0 $12,366,161

Loan Origination Fee $0 $0 $0 $0 $0 $0 -$                  $0 $0

Other **  Contingency 903,796$            310,405$            21,454$              5,778$                5,345$                6,963$                1,253,741$       $0 $1,253,741

Subtotal Fiscal Services $12,371,216 $12,948,101 $4,072,482 $2,844,865 $1,078,289 $1,128,289 $34,443,242 $0 $34,443,242

Contingency

Contingency $0 $0 $0 $0 $0 $0 $0 $0 $0

Subtotal Contingency $0 $0 $0 $0 $0 $0 $0 $0 $0

TOTAL COSTS $81,780,000 $85,640,000 $25,790,000 $17,130,000 $5,840,000 $5,890,000 $222,070,000 $0 $222,070,000

Other ** description must be entered

+ For Planning applications under the EDAP Program, please break down Planning costs as follows:

0

0

0

0

0 0 0Total Planning Costs

PROJECT BUDGET - NHCRWA SUPPLEMENTAL FUNDING FOR EXPANSION OF NORTHEAST WATER PURIFICATION PLANT

Category A

Category B

Category C

Category D
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ATTACHMENT A 

SECTION 1. APPLICANT INFORMATION 

REFERENCES TO 2016 REGION H REGIONAL WATER PLAN 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



SECTION 1.  APPLICANT INFORMATION 

The applicant project can be found in the 2016 Region H Regional Water Plan in the following: 

 

Chapter 5 – Water Management Strategies 

 Table 5-4 WMS and Key Project Relationships – page 5-18 

 Table 5-5 Key Project Overview – page 5-21 

Appendix 5-A – Water Management Strategy Tables 

 Table 5-A3 Scoring for Key Projects – page 5-A-11 

 Table 5-A4 Water Management Strategy and Project Relationships – page 5-A-14 

 Table 5-A10 Project Costs Summary – page 5-A-99 

 Table 5-A11 Project Cost Summary (Unit Cost) – page 5-A-133 

Appendix 5-B – Project Technical Memoranda 

 Northeast Water Purification Plant Expansion – pages 5-B-TRET-004-1 through 5-B-TRET-004-6 

Appendix 5-DB – DB17 Reports 

 Recommended Projects Associated with Water Management Strategies – page 10 of 23 

 

Capital costs associated with the applicant project can be found in the 2016 Region H Water Plan in 
the following: 

 

Chapter 5 – Water Management Strategies 

 Table 5-5 Key Project Overview – page 5-21 

Appendix 5-A – Water Management Strategy Tables 

 Table 5-A10 Project Costs Summary – page 5-A-99 

Appendix 5-B – Project Technical Memoranda 

 Northeast Water Purification Plant Expansion – pages 5-B-TRET-004-1 through 5-B-TRET-004-6 

Appendix 5-DB – DB17 Reports 

 Recommended Projects Associated with Water Management Strategies – page 10 of 23 
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5-18 Region H 2016 Regional Water Plan 

Water Management Strategy* WMS Project Name 

New / Expanded Contract With BRA 
Allens Creek Reservoir 

BRA System Operation Permit (Region G Project) 

New / Expanded Contract With BWA BWA Treatment Plant Expansion 

New / Expanded Contract With BWA - Brackish 
Groundwater BWA Brackish Groundwater 

New / Expanded Contract With CLCND CLCND West Chambers System 

New / Expanded Contract With COH 

City of Houston GRP 

City of Houston Treatment Expansion 

COH Northeast Water Purification Plant Expansion 

Luce Bayou Interbasin Transfer 

San Jacinto Basin Regional Return Flows 

TRA to COH Transfer 

New / Expanded Contract With GCWA GCWA Reclaimed Water from COH 

New / Expanded Contract With LNVA WUG Infrastructure Expansion (WUG-level projects) 

New / Expanded Contract With SJRA 

Lake Livingston to SJRA Transfer 

San Jacinto Basin Regional Return Flows 

SJRA GRP 

NFBWA Grand Lakes Reuse Grand Lakes Reclaimed Water System 

NFBWA GRP 

City of Houston Reuse 

COH Northeast Water Purification Plant Expansion 

Luce Bayou Interbasin Transfer 

NFBWA GRP 

NFBWA Phase 2 Distribution Segments 

San Jacinto Basin Regional Return Flows 

TRA to COH Transfer 

WHCRWA/NFBWA Transmission Line 

NHCRWA GRP 

City of Houston Reuse 

COH Northeast Water Purification Plant Expansion 

COH, NHCRWA, and CHCRWA Shared Transmission 

Luce Bayou Interbasin Transfer 

NHCRWA Distribution Expansion 

NHCRWA GRP 

NHCRWA Transmission Line 

San Jacinto Basin Regional Return Flows 

TRA to COH Transfer 

Old Galveston Road Transmission Improvements Old Galveston Road Transmission Improvements 

Panorama Village And Shenandoah Joint GRP Panorama Village and Shenandoah Joint GRP 

Pearland SWTP 

Allens Creek Reservoir 

GCWA Reclaimed Water from COH 

Pearland Surface Water Treatment Plant 

Porter SUD Joint GRP 
City of Conroe Reuse 

Porter SUD Joint GRP 



November 2015 Chapter 5 – Water Management Strategies 

Region H 2016 Regional Water Plan 5-21 

Project 
Potential 
Volume1 

(ac-ft) 

Capital Cost 
($) 

Unit Cost ($/ac-ft) 
Start 

Decade Start 
Decade 2070 

Reuse           

City of Conroe Reuse4 3,694 $0  $0  $0  2020 

City of Houston Reuse 197,467 $78,121,149  $56  $12  2040 

City of Pearland Reuse 1,154 $5,895,808  $517  $90  2020 

GCWA Reclaimed Water from COH 33,712 $56,379,232  $187  $47  2020 

Grand Lakes Reclaimed Water System 661 $13,148,843  $2,276  $612  2020 

Montgomery County MUDs #8 and #9 Reuse 1,680 $15,351,774  $1,360  $595  2020 

San Jacinto Basin Regional Return Flows4 150,994 $0  $0  $0  2020 

SJRA Conroe Reuse Project4 6,807 $0  $0  $0  2020 

Wastewater Reclamation for Municipal Irrigation 38,940 $103,454,114  $290  $161  2030 

Surface Water Development           

Allens Creek Reservoir 99,650 $316,226,894  $321  $33  2020 

BRA System Operation Permit4 25,350 $0  $0  $0  2020 

Dow Reservoir and Pump Station Expansion 80,000 $255,865,694  $303  $36  2020 

Freeport Seawater Desalination 11,200 $132,937,747  $2,454  $1,461  2040 

Treatment           

BWA Treatment Plant Expansion 8,400 $15,951,976  $353  $194  2020 

City of Houston Treatment Expansion 116,258 $288,529,429  $386  $183  2040 

CLCND West Chambers System 2,800 $24,657,839  $1,354  $617  2020 

COH Northeast Water Purification Plant Expansion 358,400 $1,263,612,418  $784  $489  2020 

Pearland Surface Water Treatment Plant 22,400 $112,947,347  $839  $230  2020 

Other Infrastructure           

Brazos Saltwater Barrier 72,396 $55,771,408  $69  $5  2020 

1.  Volumes listed in this table represent the maximum anticipated volume associated with the projects rather than new increments of 
yield.  Volumes shown in this table may overlap and are not necessarily additive. 

2.  Insufficient information to determine cost. 
3.  Includes brackish groundwater projects implemented under Expanded Use of Groundwater.  Costs vary by WUG. 
4.  Costs included under associated infrastructure projects. 
5.  Supply generated through expanded use of existing infrastructure.  Cost estimated to be minimal. 

 

5.5.5 Selected WMS and Project Costs 

The total capital costs identified for the 2016 Region H RWP total $10,878,701,123.  These costs are 
distributed over the planning period as shown in Figure 5-5.  Figure 5-5 also includes the annual costs 
anticipated over each decade of the plan.  Detailed costs by project are shown in Table 5-A10 and 
Table 5-A11 in Appendix 5-A. 
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Region H 2016 Regional Water Plan 5-A-11 
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REUS‐010 
Wastewater Reclamation for 
Municipal Irrigation 

4  5  3  5  2  3  3  5  3  5  3 

Surface Water Development                       

SWDV‐001  Allens Creek Reservoir  5  5  3  4  3  4  4  4  4  2  5 

SWDV‐002 
BRA System Operation 
Permit 

5  4  3  3  2  2  2  5  5  5  3 

SWDV‐003 
Dow Reservoir and Pump 
Station Expansion 

4  5  4  4  2  5  4  5  5  3  4 

SWDV‐004 
Freeport Seawater 
Desalination 

1  3  3  3  3  3  3  5  2  3  3 

SWDV‐005 
Lake Somerville 
Augmentation 

3  4  3  3  2  3  3  4  3  4  4 

SWDV‐006 
Little River Off‐Channel 
Reservoir 

4  4  3  3  2  2  3  3  3  2  4 

SWDV‐007  Lone Star Lake  1  5  4  1  2  3  2  2  2  2  3 

Treatment                       

TRET‐001 
BWA Water Treatment Plant 
Expansion 

4  3  3  5  3  4  3  5  5  4  5 

TRET‐002 
City of Houston Treatment 
Expansion 

4  3  3  4  3  3  3  5  3  4  5 

TRET‐003 
CLCND West Chambers 
System 

1  3  4  3  2  4  3  5  4  4  3 

TRET‐004 
COH Northeast Water 
Purification Plant Expansion 

2  3  3  4  3  5  4  4  5  4  5 

TRET‐005 
Pearland Surface Water 
Treatment Plant 

2  5  3  4  2  4  3  5  4  5  3 

Other Infrastructure                       

OTHR‐001  Brazos Saltwater Barrier  5  5  5  2  2  4  2  4  3  3  5 
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5-A-14 Region H 2016 Regional Water Plan 

Project 
Project 

Type 
Associated WMS 

CITY OF HOUSTON TREATMENT EXPANSION ‐ PHASE 2  WMS 

CITY OF HOUSTON GRP 

COH REUSE 

EAST TEXAS TRANSFER 

NEW / EXPANDED CONTRACT WITH COH 

CLCND WEST CHAMBERS SYSTEM  WMS  NEW / EXPANDED CONTRACT WITH CLCND 

COH NORTHEAST WATER PURIFICATION PLANT EXPANSION  WMS 

CHCRWA GRP 

CITY OF HOUSTON GRP 

COH REUSE 

NEW / EXPANDED CONTRACT WITH COH 

NFBWA GRP 

NHCRWA GRP 

WHCRWA GRP 

COH, NHCRWA, AND CHCRWA SHARED TRANSMISSION  WMS 

CHCRWA GRP 

CITY OF HOUSTON GRP 

NHCRWA GRP 

CONROE BRACKISH GROUNDWATER DESALINATION  WMS  CONROE BRACKISH GROUNDWATER DESALINATION 

DOW RESERVOIR AND PUMP STATION EXPANSION  WMS  DOW RESERVOIR AND PUMP STATION EXPANSION 

EAST TEXAS TRANSFER  WMS  EAST TEXAS TRANSFER 

FORT BEND MUD 25 GRP  WMS  FORT BEND MUD 25 GRP 

FORT BEND WCID 2 GRP INFRASTRUCTURE  WMS  FORT BEND WCID 2 GRP 

FREEPORT SEAWATER DESALINATION  WMS  FREEPORT SEAWATER DESALINATION 

GCWA REUSE FROM COH  WMS 

ADDITIONAL SUPPLY FROM GCWA 

NEW / EXPANDED CONTRACT WITH GCWA 

PEARLAND SWTP 

GRAND LAKES RECLAIMED WATER SYSTEM  WMS  NFBWA GRAND LAKES REUSE 

GROVETON WELL DEVELOPMENT  WMS  GROVETON GROUNDWATER EXPANSION 

INDUSTRIAL CONSERVATION, AUSTIN COUNTY  WUG  INDUSTRIAL CONSERVATION 
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Region H 2016 Regional Water Plan 5-A-99 

Table 5‐A10 – Project Cost Summary (Sponsor‐Level Data) 

Project Name 
Proj.
Level 

Sponsor 
Capital Cost

($) 

Annual Cost ($/year) 

2020  2030  2040  2050  2060  2070 

ALLENS CREEK RESERVOIR  WMS 
BRAZOS RIVER AUTHORITY   $94,868,068    $6,906,835    $6,906,835    $6,906,835    $6,906,835    $994,625    $994,625  

HOUSTON  $221,358,826    $16,115,949    $16,115,949    $16,115,949    $16,115,949    $2,320,790    $2,320,790  

BRA SYSTEM OPERATION PERMIT  WMS  BRAZOS RIVER AUTHORITY   $‐     $‐      $‐     $‐     $‐     $‐     $‐   

BRAZOS SALTWATER BARRIER  WMS  DOW CHEMICAL USA   $55,771,408    $5,025,714    $5,025,714    $358,800    $358,800    $358,800    $358,800  

BWA BRACKISH GROUNDWATER DEVELOPMENT  WMS  BRAZOSPORT WATER AUTHORITY   $34,016,950    $6,718,216    $6,718,216    $3,871,700    $3,871,700    $3,871,700    $3,871,700  

BWA CONVENTIONAL TREATMENT EXPANSION  WMS  BRAZOSPORT WATER AUTHORITY   $15,951,976    $2,963,331    $2,963,331    $1,628,480    $1,628,480    $1,628,480    $1,628,480  

CHCRWA GRP  WMS 
CENTRAL HARRIS COUNTY 
REGIONAL WATER AUTHORITY 

 $‐     $‐      $‐     $‐     $‐     $‐     $‐   

CHCRWA TRANSMISSION AND INTERNAL 
DISTRIBUTION 

WMS 
CENTRAL HARRIS COUNTY 
REGIONAL WATER AUTHORITY 

 $23,207,659    $1,915,660    $1,915,660    $208,000    $208,000    $208,000    $208,000  

CITY OF CONROE REUSE PROJECT  WMS  CONROE   $‐     $‐      $‐     $‐     $‐     $‐     $‐   

CITY OF HOUSTON GRP  WMS  HOUSTON   $‐     $‐      $‐     $‐     $‐     $‐     $‐   

CITY OF HOUSTON REUSE  WMS  HOUSTON   $78,121,149    $‐      $‐     $8,813,733    $8,813,733    $2,276,607    $2,276,607  

CITY OF HOUSTON TREATMENT EXPANSION ‐ PHASE 1  WMS  HOUSTON  $183,404,685    $‐      $‐     $28,901,793    $28,901,793    $13,554,612    $13,554,612  

CITY OF HOUSTON TREATMENT EXPANSION ‐ PHASE 2  WMS  HOUSTON  $105,124,744    $‐      $‐     $‐     $‐     $16,476,272    $16,476,272  

CLCND WEST CHAMBERS SYSTEM  WMS 
CHAMBERS‐LIBERTY COUNTIES 
NAVIGATION DISTRICT 

 $24,657,839    $3,790,051    $3,790,051    $1,726,700    $1,726,700    $1,726,700    $1,726,700  

COH NORTHEAST WATER PURIFICATION PLANT 
EXPANSION 

WMS 

CENTRAL HARRIS COUNTY 
REGIONAL WATER AUTHORITY 

 $18,715,506    $4,162,841    $4,162,841    $2,596,740    $2,596,740    $2,596,740    $2,596,740  

HOUSTON  $192,837,642    $42,892,370    $42,892,370    $26,755,845    $26,755,845    $26,755,845    $26,755,845  

NORTH FORT BEND WATER 
AUTHORITY 

$266,358,201    $59,245,355    $59,245,355    $36,956,679    $36,956,679    $36,956,679    $36,956,679  

NORTH HARRIS COUNTY 
REGIONAL WATER AUTHORITY 

$462,850,625   $102,950,649   $102,950,649    $64,219,619    $64,219,619    $64,219,619    $64,219,619  

WEST HARRIS COUNTY REGIONAL 
WATER AUTHORITY 

$322,850,444    $71,810,776    $71,810,776    $44,794,867    $44,794,867    $44,794,867    $44,794,867  

COH, NHCRWA, AND CHCRWA SHARED 
TRANSMISSION 

WMS 

CENTRAL HARRIS COUNTY 
REGIONAL WATER AUTHORITY 

 $10,365,344    $855,600    $855,600    $92,900    $92,900    $92,900    $92,900  

HOUSTON   $32,870,079    $2,630,638    $2,630,638    $212,000    $212,000    $212,000    $212,000  

NORTH HARRIS COUNTY 
REGIONAL WATER AUTHORITY 

$107,089,958    $8,839,667    $8,839,667    $959,800    $959,800    $959,800    $959,800  

CONROE BRACKISH GROUNDWATER DESALINATION  WMS  CONROE   $40,691,342    $4,801,167    $4,801,167    $1,807,027    $1,807,027    $1,807,027    $1,807,027  



November 2015 Appendix 5-A – Water Management Strategy Tables 

Region H 2016 Regional Water Plan 5-A-133 

Table 5‐A11 – Project Cost Summary (Unit Cost) 

Project Name 
Proj. 
Level 

Unit Cost ($/ac‐ft) 

2020  2030  2040  2050  2060  2070 

ALLENS CREEK RESERVOIR  WMS  $231  $231  $231  $231  $33  $33 

BRA SYSTEM OPERATION PERMIT  WMS  $0  $0  $0  $0  $0  $0 

BRAZOS SALTWATER BARRIER  WMS  $69  $69  $5  $5  $5  $5 

BWA BRACKISH GROUNDWATER DEVELOPMENT  WMS  $600  $600  $346  $346  $346  $346 

BWA CONVENTIONAL TREATMENT EXPANSION  WMS  $353  $353  $194  $194  $194  $194 

CHCRWA GRP  WMS  $0  $0  $0  $0  $0  $0 

CHCRWA TRANSMISSION AND INTERNAL DISTRIBUTION  WMS  $409  $409  $44  $44  $44  $44 

CITY OF CONROE REUSE PROJECT  WMS  $0  $0  $0  $0  $0  $0 

CITY OF HOUSTON GRP   WMS  $0  $0  $0  $0  $0  $0 

CITY OF HOUSTON REUSE  WMS  $0  $0  $229  $195  $46  $40 

CITY OF HOUSTON TREATMENT EXPANSION ‐ PHASE 1  WMS  $0  $0  $386  $386  $181  $181 

CITY OF HOUSTON TREATMENT EXPANSION ‐ PHASE 2  WMS  $0  $0  $0  $0  $399  $399 

CLCND WEST CHAMBERS SYSTEM  WMS  $1,354  $1,354  $617  $617  $617  $617 

COH NORTHEAST WATER PURIFICATION PLANT EXPANSION  WMS  $784  $784  $489  $489  $489  $489 

COH, NHCRWA, AND CHCRWA SHARED TRANSMISSION  WMS  $83  $83  $9  $9  $9  $9 

CONROE BRACKISH GROUNDWATER DESALINATION  WMS  $857  $857  $323  $323  $323  $323 

DOW RESERVOIR AND PUMP STATION EXPANSION  WMS  $303  $303  $36  $36  $36  $36 

EAST TEXAS TRANSFER  WMS  $0  $0  $145  $145  $15  $15 

FORT BEND MUD 25 GRP  WMS  $0  $282  $282  $40  $40  $40 

FORT BEND WCID 2 GRP INFRASTRUCTURE  WMS  $800  $800  $571  $343  $343  $343 

FREEPORT SEAWATER DESALINATION  WMS  $0  $0  $2,454  $2,454  $1,461  $1,461 

GCWA REUSE FROM COH  WMS  $187  $187  $47  $47  $47  $47 

GRAND LAKES RECLAIMED WATER SYSTEM   WMS  $2,276  $2,276  $612  $612  $612  $612 

GROVETON WELL DEVELOPMENT  WMS  $1,277  $1,277  $136  $136  $136  $136 

LAKE LIVINGSTON TO SJRA TRANSFER  WMS  $0  $0  $0  $311  $311  $32 
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REGION H PROJECT ANALYSIS 
TECHNICAL MEMORANDUM 

Project Name: Northeast Water Purification Plant Expansion 
  

Project ID: TRET-004 
  

Project Type: Existing Surface Water Source 
  

Potential Supply Quantity 
(Rounded): 

358,400 ac-ft/yr 
(320 mgd) 

  

Implementation Decade: 2020 (Phase 1 in 2021, Phases 2, 3, and 4 in 2025) 
  

Development Timeline: 9 years 
  

Project Capital Cost: $1,263,612,418 (Sept. 2013) 
  

Unit Water Cost 
(Rounded): 

$784 per ac-ft (during loan period) 
$489 per ac-ft (after loan period) 

PROJECT DESCRIPTION 

The Northeast Water Purification Plant (NEWPP) is an 80 MGD facility located in northeast Harris 
County.  The plant diverts water from nearby Lake Houston and treats it for use by the City of Houston 
(COH), North Harris County Regional Water Authority (NHCRWA), and Central Harris County Regional 
Water Authority (CHCRWA).  The facility serves as the sole source of treated surface water for 
NHCRWA and CHCRWA, enabling them to meet the groundwater reduction requirements of the 
Harris-Galveston Subsidence District (HGSD). 

The NEWPP will continue to serve these users with treated surface water as their demands and 
conversion requirements increase over time.  An increased level of conversion will be needed in order 
to allow the three current customers to meet their conversion requirement of 80 percent by 2025.  In 
addition, the West Harris County Regional Water Authority (WHCRWA) and North Fort Bend Water 
Authority (NFBWA) will rely on water from this plant in order to meet their 2025 conversion 
obligations.  Meeting these future conversion targets will require the combined benefit of the 
individual authority Groundwater Reduction Plans (GRPs) and their associated infrastructure, the 
expanded NEWPP, and the Luce Bayou transfer project. 

 PROJECT ANALYSES  

The project analyses for NEWPP Expansion include evaluations of the potential supply to be created, 
environmental factors involved in the project, permitting and development considerations, and an 
analysis of project cost. 

Supply Development 

The projected plant capacity was developed based on estimated needs by the project participants.  
These shares are shown blow in Table 1. 
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Table 1 – NEWPP Prorata Shares 

Participant Prorata Share 
NHCRWA 113.00 
CHCRWA 4.88 
NFBWA 68.50 

WHCRWA 82.42 
COH 51.20 

TOTAL 320.00 
 

The expansion is expected to be developed in two phases.  The first will begin in 2018 to add an 80 
MGD module to the existing plant.  Second, third, and fourth phases will begin in 2019 to add an 
additional three 80 MGD modules for a total of 320 MGD for the expansion. 

 Environmental Considerations 

The NEWPP site was fully acquired during the development of the initial-phase project.  Impacts will 
be associated with the development of property that was disturbed during the construction of the 
initial project.  Improvements to the intake structure and pipeline conveyance to the plant may also 
involve mitigation efforts. 

 Permitting and Development 

Permitting requirements for this project are subject to the scope of the initial permitting process 
conducted for the NEWPP site.  Infrastructure constructed outside of theses permits will require 
additional permitting efforts. 

 Cost Analysis 

Costs for the proposed expansion were provided by COH.  These were adapted to meet regional 
planning requirements for presentation of project costs and are shown believe in Table 2. 
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Table 2 – Northeast Water Purification Plant Expansion Costs 

 

 PROJECT EVALUATION 

Based on the analysis provided above, the NEWPP Expansion project was evaluated across eleven 
different criteria for the purpose of quick comparison against alternative projects that may be 
incorporated into the Regional Water Plan.  The results of this evaluation can be seen in the table 
below. 

ITEM DESCRIPTION QUANTITY UNIT UNIT PRICE TOTAL

PROJECT CAPITAL COST SUMMARY

1 1 LS $1,020,310,000 $1,020,310,000

2 1 LS $112,210,000 $112,210,000

3 1 LS $0 $0

4 1 LS $0 $0

5 1 LS $131,092,418 $131,092,418

PROJECT CAPITAL COST

ITEM DESCRIPTION

ANNUAL COST SUMMARY 2020 2030 2040 2050 2060 2070

1 DEBT SERVICE $105,738,241 $105,738,241 $0 $0 $0 $0

2 OPERATION AND MAINTENANCE (O&M) $175,323,750 $175,323,750 $175,323,750 $175,323,750 $175,323,750 $175,323,750

3 PUMPING ENERGY COSTS $0 $0 $0 $0 $0 $0

4 PURCHASE COST OF WATER $0 $0 $0 $0 $0 $0

TOTAL ANNUAL COST $281,061,991 $281,061,991 $175,323,750 $175,323,750 $175,323,750 $175,323,750

ITEM DESCRIPTION

ANNUAL COST SUMMARY 2020 2030 2040 2050 2060 2070

1 ANNUAL COST $281,061,991 $281,061,991 $175,323,750 $175,323,750 $175,323,750 $175,323,750

2 YIELD 358,400 358,400 358,400 358,400 358,400 358,400 

3 UNIT COST $784 $784 $489 $489 $489 $489

TOTAL UNIT COST $588

ITEM DESCRIPTION QUANTITY UNIT UNIT PRICE TOTAL

CONSTRUCTION COST SUMMARY

1 1 LS $104,450,000 $104,450,000

2 1 LS $860,810,000 $860,810,000

3 1 LS $55,050,000 $55,050,000

PROJECT COST

ITEM DESCRIPTION QUANTITY UNIT UNIT PRICE TOTAL

OPERATION AND MINTENANCE (O&M) COST SUMMARY

1 2.5 % $104,450,000 $2,611,250

2 1.0 LS $172,162,000 $172,162,000

3 1.0 % $55,050,000 $550,500

ANNUAL OPERATION AND MAINTENANCE COST

OPINION OF PROBABLE CONSTRUCTION COST

OTHER

$175,323,750

WATER TREATMENT PLANTS

PUMP STATIONS

OTHER

ANNUAL TOTAL

ENVIRONMENTAL - STUDIES AND MITIGATION

INTEREST DURING CONSTRUCTION

PUMP STATIONS

ANNUAL TOTAL

January 10, 2015

CONSTRUCTION COST

ENGINEERING, FINANCIAL, AND LEGAL SERVICES AND CONTINGENCIES

LAND AND EASEMENTS

WATER TREATMENT PLANTS

$1,263,612,418

$1,020,310,000
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CRITERIA RATING EXPLANATION 

Cost 2 High project cost 

Location 3 Conveyance required to make water supply available to 
intended users.  This is planned under other projects. 

Water Quality 3 No known issues related to water quality. 

Environmental 
Land and Habitat 4 Expansion to be constructed on existing plant site. 

Environmental Flows 3 
No direct impact to environmental flows although water 
diverted for treatment at the NEWPP may reduce flows and 
wastewater  

Local Preference 5 Substantial support for project development. 

Institutional 
Constraints 4 Property acquired and preliminary steps under way. 

Development 
Timeline 4 Project development timeline of less than 10 years. 

Sponsorship 5 Sponsors identified and engaged in project development. 

Vulnerability 4 Minor risks from natural and man-made disasters associated 
with source availability. 

Impacts on Other 
Projects 5 

NEWPP expansion is a significant piece of the overall water 
supply project for Harris and Fort Bend Counties as the means 
of treating water delivered by Luce Bayou before transmission 
to regional water authority customers. 

 

The NEWPP Expansion is not anticipated to affect acreage or vulnerable species.  The NEWPP 
Expansion will not directly impact environmental flows and is not anticipated to impact agricultural 
land or production. 

WATER USER GROUP APPLICATION 

The NEWPP Expansion project was evaluated on a basis of several criteria to determine the Water 
User Groups (WUGs) to which it may be applied.  Consideration was given to the proximity of the 
project to identified needs, the volume of the supply made available, the quality of the water 
provided, and the unit cost of the project as well as other factors that may relate to the auditability 
of the project to the WUGs served.   
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CRITERIA WUG SUITABILITY 

Proximity 
Treated water from the NEWPP expansion can be made available to meet 
demands in the immediate vicinity of the plant or conveyed through 
additional projects to other demand areas. 

Size 
The expansion provides a sizable amount of treated surface water for use 
throughout the greater Houston area.  The total volume is divided among 
project participants. 

Water Quality The project provides treated surface water for potable uses such as for 
meeting municipal demands. 

Unit Cost The unit cost of this project makes it an acceptable project for municipal and 
other potable water demands. 

Other Factors The participants in this project have been identified and are moving forward 
with project development. 
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LOCATION MAP 



Sponsor Name Is 
Sponsor a 

WWP?

Project Name Project Description Capital Cost Online 
Decade

HARRIS COUNTY WCID 
#1

N WATER LOSS REDUCTION, HARRIS COUNTY WCID 
#1

 WATER LOSS CONTROL $516,480 2020

HARRIS COUNTY WCID 
#133

N MUNICIPAL CONSERVATION, HARRIS COUNTY 
WCID #133

 MUNICIPAL CONSERVATION CAPITAL COST 
(DOES NOT INCLUDE METER REPLACEMENT 

OR WATER LOSS)

$301,990 2020

HARRIS COUNTY WCID 
#133

N WUG INFRASTRUCTURE EXPANSION 
(GROUNDWATER) - HARRIS COUNTY WCID #133 - 

PHASE 1

 MULTIPLE WELLS/WELL FIELD $1,866,551 2030

HARRIS COUNTY WCID 
#133

N WUG INFRASTRUCTURE EXPANSION 
(GROUNDWATER) - HARRIS COUNTY WCID #133 - 

PHASE 2

 MULTIPLE WELLS/WELL FIELD $1,080,966 2050

HARRIS COUNTY WCID 
#74

N MUNICIPAL CONSERVATION, HARRIS COUNTY 
WCID #74

 MUNICIPAL CONSERVATION CAPITAL COST 
(DOES NOT INCLUDE METER REPLACEMENT 

OR WATER LOSS)

$353,050 2020

HARRIS COUNTY WCID 
#74

N WATER LOSS REDUCTION, HARRIS COUNTY WCID 
#74

 WATER LOSS CONTROL $594,240 2020

HARRIS COUNTY WCID 
#74

N WUG INFRASTRUCTURE EXPANSION 
(GROUNDWATER) - HARRIS COUNTY WCID #74

 MULTIPLE WELLS/WELL FIELD $2,057,703 2030

HARRIS COUNTY WCID 
#96

N MUNICIPAL CONSERVATION, HARRIS COUNTY 
WCID #96

 MUNICIPAL CONSERVATION CAPITAL COST 
(DOES NOT INCLUDE METER REPLACEMENT 

OR WATER LOSS)

$911,940 2020

HEDWIG VILLAGE N MUNICIPAL CONSERVATION, HEDWIG VILLAGE  MUNICIPAL CONSERVATION CAPITAL COST 
(DOES NOT INCLUDE METER REPLACEMENT 

OR WATER LOSS)

$765,210 2020

HEMPSTEAD N MUNICIPAL CONSERVATION, HEMPSTEAD  MUNICIPAL CONSERVATION CAPITAL COST 
(DOES NOT INCLUDE METER REPLACEMENT 

OR WATER LOSS)

$120,900 2020

HEMPSTEAD N WATER LOSS REDUCTION, HEMPSTEAD  WATER LOSS CONTROL $3,451,010 2020

HEMPSTEAD N WUG INFRASTRUCTURE EXPANSION 
(GROUNDWATER) - HEMPSTEAD

 SINGLE WELL $1,866,551 2060

HILLCREST N MUNICIPAL CONSERVATION, HILLCREST  MUNICIPAL CONSERVATION CAPITAL COST 
(DOES NOT INCLUDE METER REPLACEMENT 

OR WATER LOSS)

$53,090 2020

HILLCREST N WATER LOSS REDUCTION, HILLCREST  WATER LOSS CONTROL $372,200 2020

HILSHIRE VILLAGE N MUNICIPAL CONSERVATION, HILSHIRE VILLAGE  MUNICIPAL CONSERVATION CAPITAL COST 
(DOES NOT INCLUDE METER REPLACEMENT 

OR WATER LOSS)

$108,480 2020

HITCHCOCK N MUNICIPAL CONSERVATION, HITCHCOCK  MUNICIPAL CONSERVATION CAPITAL COST 
(DOES NOT INCLUDE METER REPLACEMENT 

OR WATER LOSS)

$144,420 2020

HITCHCOCK N WATER LOSS REDUCTION, HITCHCOCK  WATER LOSS CONTROL $1,144,110 2020

HOLIDAY LAKES N MUNICIPAL CONSERVATION, HOLIDAY LAKES  MUNICIPAL CONSERVATION CAPITAL COST 
(DOES NOT INCLUDE METER REPLACEMENT 

OR WATER LOSS)

$38,270 2020

HOUSTON Y ALLENS CREEK RESERVOIR  CONVEYANCE/TRANSMISSION PIPELINE; 
PUMP STATION; RESERVOIR CONSTRUCTION

$221,358,826 2028

HOUSTON Y CITY OF HOUSTON REUSE  PUMP STATION; CONVEYANCE/TRANSMISSION 
PIPELINE

$78,121,149 2040

HOUSTON Y CITY OF HOUSTON TREATMENT EXPANSION - 
PHASE 1

 WATER TREATMENT PLANT EXPANSION $183,404,685 2040

HOUSTON Y CITY OF HOUSTON TREATMENT EXPANSION - 
PHASE 2

 WATER TREATMENT PLANT EXPANSION $105,124,744 2060

HOUSTON Y COH NORTHEAST WATER PURIFICATION PLANT 
EXPANSION

 WATER TREATMENT PLANT EXPANSION $192,837,642 2021

HOUSTON Y COH, NHCRWA, AND CHCRWA SHARED 
TRANSMISSION

 CONVEYANCE/TRANSMISSION PIPELINE $32,870,079 2025

HOUSTON Y EAST TEXAS TRANSFER  CONVEYANCE/TRANSMISSION PIPELINE; 
PUMP STATION

$388,064,210 2040

HOUSTON Y LUCE BAYOU TRANSFER  CONVEYANCE/TRANSMISSION PIPELINE; NEW 
SURFACE WATER INTAKE; PUMP STATION

$360,004,806 2020

HOUSTON Y MUNICIPAL CONSERVATION, HOUSTON  MUNICIPAL CONSERVATION CAPITAL COST 
(DOES NOT INCLUDE METER REPLACEMENT 

OR WATER LOSS)

$227,698,870 2020

HOUSTON Y OLD GALVESTON ROAD TRANSMISSION 
IMPROVEMENTS

 CONVEYANCE/TRANSMISSION PIPELINE $99,886,253 2020

HOUSTON Y WATER LOSS REDUCTION, HOUSTON  WATER LOSS CONTROL $701,968,780 2020
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ATTACHMENT B 
 

ADDITIONAL INFORMATION AND BACKGROUND ON NHCRWA

 



The North Harris County Regional Water Authority (NHCRWA) is a special purpose political subdivision of 
the State of Texas created in 1999.  The NHCRWA has jurisdiction over an approximately 338 square 
mile area, largely comprised of County-Other as defined by the Texas Water Development Board 
(TWDB), located in northwest Harris County.  The NHCRWA has the statutory power to conserve, 
preserve, protect, recharge, and prevent waste of groundwater including, but not limited to, the power 
to acquire or develop surface water supplies; to acquire, construct, operate, and maintain a water 
treatment or supply system; to store, transport, treat, and sell water to others; to allocate water among 
participants in its Groundwater Reduction Plan (GRP); to coordinate water services; and to exercise the 
power of eminent domain.  Based on the Region H Regional Water Plan, the NHCRWA area is expected 
to experience significant growth throughout the planning cycle, from approximately 750,000 people in 
2020 to approximately 940,000 by 2070.  This growth in population will result in significant increased 
water demands.  The NHCRWA was created to develop and implement the strategies for complying with 
the Harris-Galveston Subsidence District's Regulatory Plan.  The NHCRWA’s GRP establishes the 
framework and plans for the implementation of projects to optimize groundwater and surface water 
supplies and ensuring a sustainable water supply for the population served by the NHCRWA. 
 
 



Submittal
   

I, Michael V. Reedy, Vice President, as the designated authorized representative of the North

Harris Co Regional WA, hereby approve and authorize the submission of this project information

form to the Texas Water Development Board.   I certify that all information contained herein is true

and correct to the best of my knowledge.  I understand the failure to submit a complete project

information form by the stated deadlines may result in the withdrawal of the form without review.

   

Submitted by: Michael V. Reedy, Vice President

Telephone Number: (713) 600-6828

Submitted date: 2018-02-01 13:53:19.22
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