


Section 551.088. To deliberate a test item or information related to a test item if the governmenial body believes that the
test item may be included in a test the governmental body administers to individuals who seek to obtain or renew a license or
certificate that is necessary to engage in an activity.

After discussion of any mafters in executive session, any final action or vote taken will be in public by the City Council.

City Gouncil shall have the right at anytime to seek legal advice in Executive Session from its Attorney on any
agenda item, whether posted for Executive Session or not.

I certify that the ébove notice of meeting was posted on the bulletin board in the Municipal Building, 308

West §an Antonio Street, Lockhart, Texas, on the &7  day of _iainasy 2018 at
23 TP - | further certify that the following News Media was propefly notified of this

meeting as stated above: Lockhart Post-Register

Uz&%ﬁ-@/‘ Vi S A g
Connie Constancio, TRMC
City Secretary
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**LOCKHART S 22.10 | S 42.10 S S 3283 $ 8048 |5 118.03 ' S 221.03
* BUDA, GOFORTH WS, AND TAYLOR BASE RATES INCLUDE NO WATER - T
** KYLE AND LOCKHART BASE RATES INCLL|IDE 2,000 GALLONS B )

Note Buda and Kyle have plans to raise water rates to cover expenses of new water

Taylor has Brazos River Water. ;




Net Debt Service
Guadalupe Bianco River Authority
City of Lockhart Portion 20%
GBRA-AWRA Project No Water Swap 80% Board Participation and 20% Low Interest
Assummes 2017 SWIRFT Rates Plus 0.00%
Capitalized interest Through 8/15/2022 For Low Interest Loans

Period Total Debt Interest Debt Service  Capitalized Net Debt

Ending Principal Interest Service Deferral Coverage Reserve Fund iInterest Fund Service
B/15/2021 $ 909,302 § 909,302 § (776,771) $ 132,531
8/15/2022 1,152,636 1,152,636 (984,639) 167,997
Bf15/2023 § 175,000 1,152,636 1,327,636 ({984,639) $ 132,764 $ 475,761
8f15/2024 176,000 1,151,148 1,327,148 (787,711} 132,715 672,152
8/15/2025 178,000 1,149,459 1,327,459 {787,711} 132,746 672,494
8/15/2026 180,000 1,147,501 1,327,501 {689,247) 132,750 771,004
Bf15/2027 182,000 1,145,287 1,327,287 {550,783) 132,729 869,232
8/15/2028 184,000 1,142,848 1,326,848 {443,087) 132,685 1,016,445
8/15/2029 187,000 1,140,125 1,327,125 {295,392) 132,712 1,164,446
8/15/2030 180,000 1,137,170 1,327,170 {147,696) 132,717 1,312,191
8/15/2031 193,000 1,133,978 1,326,978 132,698 1,459,676
8/15/2032 157,000 1,130,408 1,327,408 132,741 1,460,148
8/15/2033 201,000 1,126,350 1,327,350 132,735 1,460,084
8/15/2034 205,000 1,121,827 1,326,827 926,811 132,683 2,386,320
8/15/2035 210,000 1,116,346 1,326,846 926,811 132,685 2,386,341
8/15/2036 216,000 1,111,533 1,327,533 926,811 132,753 2,387,096
B/15/2037 221,000 1,105,895 1,326,895 926,811 132,689 2,386,395
8/15/2038 227,000 1,099,972 1,326,972 926,811 132,697 2,386,480
8/15/2039 234,000 1,093,775 1,327,775 926,811 132,778 2,387,363
8/15/204D 240,000 1,087,293 1,327,293 926,811 132,729 2,386,833
B/15/2041 1,571,000 1,080,549 2,651,549 265,155 2,916,704
8/15/2042 1,625,000 1,026,218 2,651,218 265,122 2,916,340
8/15/2043 1,683,000 967,485 2,650,485 265,049 2,915,534
8/15/2044 1,744,000 906,304 2,650,304 265,030 2,915,335
8/15/2045 1,308,000 842,895 2,650,895 265,089 2,915,984
8/15/2046 1,874,000 776,992 2,650,992 265,099 2,916,091
8/15/2047 1,943,000 706,857 2,649,857 264,986 2,914,843
8/15/2048 2,017,000 634,121 2,651,121 265,112 2,916,233
8/15/2049 2,092,000 558,777 2,650,777 265,078 2,915,855
8/15/2050 2,170,000 480,823 2,650,823 265,082 2,915,906
8/15/2051 2,251,000 399,950 2,650,950 265,095 § 332,478 2,583,567
8/15/2052 1,991,000 317,585 2,308,585 230,858 2,539,443
8/15/2053 2,066,000 242,524 2,308,524 230,852 2,539,377
8/15/2054 2,143,000 164,636 2,307,636 230,764 2,538,300
8/15/2055 2,224,000 83,845 2,307,845 230,734 1,555,294 983,336

$ 32,798,000 $ 31,545549 $ 64,343,540 3% 0 § 6228161 5 1,887,771 § 300,528 $ 68,383,410
Dec 19, 2017 12:04 pm Prepared by HilltapSecurities (raf) (Finance 8.000 GBRA:GBRA10) Page 1
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GBRA-AWRA Project No Water Swap 80% Board Participation and 20% Low Interest

Sources and Uses of Funds
Guadalupe Blanco River Authority
City of Lockhart Portion

Assumes 2017 SWIRFT Rates Plus 0.00%
Capitalized Interest Through 8/15/2022 For Low Interest Loans

Dated Date
Delivery Date

GBRA-AWRA Project

11/1/2020
11/1/2020

Mo Water Swap 30 GBRA-AWRA Project
Year Board No Water Swap 30
Sources: Participation Portlon  Year Low Int Portion Total
Bond Proceeds:
Par Amount 5 26,041,000 $ 6,757,000 32,798,000
$ 26,041,000 $ 6,757,000 32,798,000
GBRA-AWRA Project
No Water Swap 30  GBRA-AWRA Project
Year Board No Water Swap 30
Uses: Participation Portion  Year Low Int Portion Total
Project Fund Deposits:
Construction $ 13,690,998 & 3,423,250 17,114,248
Engineering 5,135,161 1,283,790 6,418,951
Land and ROW 673,200 168,300 841,500
TWA Acquisition 4,800,000 1,200,000 6,000,000
$ 24,299,359 $ 5,075,340 30,374,699
Other Fund Deposits:
Debt Service Reserve Fund $ 1,555,294 § 332,478 1,887,771
Capitalized Interest Fund 300,528 300,528
$ 1,555,294 $ 633,006 2,188,299
Delivery Date Expenses:
Cost of Issuance H 185,881 3 48,231 234,112
Other Uses of Funds:
Additional Proceeds $ 467 3§ 423 890
] 26,041,000 % 6,757,000 32,798,000

2054

Dec 19, 2017 12:04 pr Prepared by HilltopSecurities {raf)

{Finance B.000 GBRA:GBRA10) Page 2
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GONZALES CARRIZO WATER SUPPLY PROJECT
TREATED WATER SUPPLY AGREEMENT
BY AND BETWEEN
THE GUADALUPE-BLANCO RIVER AUTHORITY AND
CITY OF LOCKHART

This Gonzales Carrizo Water Supply Project Treated Water Supply Agreement
(“Agreement”) is made and entered into by and between the Guadalupe-Blanco River Authority
(*GBRA™), a Texas conservation and reclamation district organized under Article 16, Section 59
of the Texas Constitution, and City of Lockhart (“Customer”), a municipal corporation,
(collectively, the “Parties™). The Effective Date of this Agreement is

RECITALS

GBRA has leased the right to produce groundwater from 42,000 acres of land in
Gonzales and Caldwell counties, Texas.

GBRA is authorized by the Gonzales County Underground Water Conservation District,
pursuant to Production and Transportation Permit No. 01-13-01 to produce and transport out of
the District up to 15,000 acre-feet of leased groundwater from the land leased by GBRA, subject
to the restrictions and limitations in Production and Transportation Permit No. 01-13-01,

GBRA is financing the acquisition of groundwater leases and the construction of facilities
to pump, treat, and transport the groundwater from the well fields in Gonzales and Caldwell
counties to the Customer.

GBRA intends to contract with Alliance Regional Water Authority to jointly construct,
operate, and co-own groundwater treatment and transportation facilities to treat and transport the
groundwater for GBRA and Alliance, and GBRA anticipates such joint construction and co-
ownership will reduce the cost of the Project and of Alliance’s groundwater project.

GBRA anticipates completing the construction of the Project in 2023.

The Customer has determined that it needs an additional source of water to meet its retail
water demands in the future.

The Customer has determined that obtaining water from the Project is in the best interest
of the Customer.

GBRA and the Customer anticipate there will be other customers who will obtain water
from the Project and because of the unique circumstances of each customer, the agreements

regarding the Project and the supply of water may not be identical.

The Customer acknowledges that District Fees and Groundwater Lease Payments will
begin in January 2019, before the construction of the Project is completed and delivery of water

MY
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“Groundwater Lease Payments” means the payments for the right to produce
groundwater from 42,000 acres of land leased by GBRA in Gonzales and Caldwell counties.

“Operation, Maintenance, and Administrative Expenses” means the reasonable,
necessary, and actual costs incurred by GBRA for the operation, maintenance, and
administration of the Project, including without limitation:

(a) wages and salaries, employee benefits, chemicals, the purchase and carrying of
stores, materials, and supplies, power, supervisions, engineering, testing, auditing,
franchises, waste disposal charges and assessments, claims, insurance, contract operators
and all other items and expenses of a like or different nature reasonably required for the

efficient maintenance and operation of the Project and the performance of this
Agreement;

(b)  repairs and replacements of damaged, wom-out or obsolete parts or facilities of
the Project, and any relocations of pipelines, or replacements of wells;

(c) improvements and befterments to keep the Project in operation to render adequate
service to the Customers and to comply with the requirements of any rule, regulations, or
permit issued by any regulatory body having jurisdiction; and

(d) the reasonable and necessary costs of GBRA’s administration of the Project,
which shall be based upon a formula, to be set by the Board of Directors of GBRA in the
annual budget of GBRA, that fairly apportions GBRA’s administration costs.

“Permit” means Gonzales County Underground Water Conservation District’s Production
and Transportation Permit No. 01-13-01, as it may be amended from time to time,

“Point of Delivery” means the point or points at which GBRA will deliver to the
Customer the Annual Commitment, as generally described in Exhibit A attached hereto and
incorporated herein for all purposes.

ARTICLE II
GONZALES CARRIZQ WATER SUPPLY PROJECT

2.1 Description of the Gonzales Carrizo Water Supply Project. The Gonzales Carrizo
Water Supply Project primarily consists of groundwater leases for the Carrizo Aquifer water in
Gonzales and Caldwell counties, facilities to pump, treat, and convey groundwater in and from
Gonzales and Caldwell counties, including but not limited to water treatment plant(s) and
associated facilities, and facilities to convey treated water through and to Gonzales, Guadalupe,
Caldwell, Hays, and Comal counties. The Project may also include storage and blending
facilities, and other facilities necessary or desirable for the supply of treated water to GBRA
customers. The Project also includes all lands and interests in lands necessary and desirable for
the construction, operation, and maintenance of the Project facilities.
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2.2 GBRA Responsibilities and Ownership.

(a) GBRA shall own the Project, including all facilities, land, and interest in
land comprising of the Project, and shall be responsible for the operation, maintenance, design,
permitting, financing, construction, expansions, extensions, and other modifications to the
Project to provide a long-term water supply on behalf of the Customer and other Project
participants. GBRA may co-own portions of the Project with other water suppliers.

(b) GBRA intends to seek financing through the Texas Water Development
Board and issue Bonds to finance the Project. Thereafter, GBRA may issue Bonds in the future,
at the times and in the amounts determined by GBRA, to refinance the Project and to repair,
extend and improve the Project as deemed necessary by GBRA.

2.3 Contingency.

(a) Notwithstanding any other requirements in this Agreement, this

Agreement is contingent on GBRA obtaining financing for the acquisition and construction of
the Project.

(b} If, by July 1, 2018, GBRA and Alliance have not executed a contract for
the joint construction, operation, and co-ownership of facilities to treat and transport GBRA’s

and Alliance’s groundwater, the Parties shall renegotiate the Customer’s participation in the
Project.

ARTICLE 111
WATER QUANTITY AND DELIVERY

3.1 Quantity. GBRA shall sell to the Customer and the Customer shall purchase the
Annual Commitment per year. Payments for the Annual Commitment shall be made pursuant to
Section 5.1 of this Agreement and shall include the charges described in Article IV. GBRA will
deliver up to the Annual Commitment, less de minimis losses associated with the transmission
and treatment of the water, to the Customer’s Point of Delivery. Notwithstanding the foregoing,
GBRA’s obligation to deliver up to the Annual Commitment to the Customer is subject to any
restrictions and limitations in the Permit, and in any financing requirements associated with the
Project.  On or before July 1 of each year, the Customer shall notify GBRA in writing the
amount of the Annual Commitment the Customer estimates it will need during the next Fiscal
Year. The purpose of the notification is to allow GBRA to prepare its operational budget for the
next Fiscal Year and effectively plan for the next Fiscal Year’s water supply demands, however,
the estimate is not intended to obligate the Customer to take the estimated amount or to limit the
Customer to the estimated amount, nor is the Customer’s failure to communicate the estimate by
the deadline a breach of this Agreement. The Customer agrees to communicate with GBRA on a
reguiar basis to inform GBRA of the Customer’s water supply requirements from the Project.

3.2 Quality. GBRA shall deliver to the Point of Delivery water of a quality that meets
or exceeds the drinking water standards of the Texas Commission on Environmental Quality, or
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its successor agency, or any other applicable regulatory agency for potable water and using a
disinfection method that makes the water suitable for blending with the Customer’s other water
supplies.

33 Source of Water. The water GBRA treats for delivery to the Customer under this
Agreement may be from any source or combination of sources that may be available to GBRA,
including, without limitation, groundwater, surface water from Canyon Reservoir under GBRA’s
Certificate of Adjudication 18-2074, run-of-river flows of the Guadalupe River or its tributaries

under existing, amended or new water rights, and water obtained from sources other than surface
waters of the Guadalupe River Basin.

3.4 Purpose of Use. Treated water delivered to the Customer under this Agreement
may only be used for municipal and industrial use. No water delivered to the Customer under
this Agreement may be used outside the boundaries of the Authorized Area of Use without prior
written consent by GBRA. No water delivered to the Customer under this Agreement may be
used to irrigate any golf course, unless it is first beneficially used for drinking water purposes.

3.5  Rate of Delivery. GBRA agrees to make the water available to the Customer
under this Agreement in the amounts required by the Customer up to a rate of delivery of water
which shall not exceed 1,860 gallons per minute at any instant in time. The Customer
acknowledges that delivery of water at such a rate constantly throughout a calendar year would
result in delivery of the Annual Commitment less de minimis losses during that year.

36 Measuring Equipment.

(a) Water Meter. GBRA shall furnish and install, at the Customer’s expense,
a meter or other equipment and devices at the Point of Delivery to measure quantity of water
delivered under this Agreement (the “Water Meter”). The Water Meter shall remain the property
of GBRA. GBRA shall operate and maintain the Water Meter in good operating condition.
GBRA shall provide the Customer with written notice at least ten (10) days in advance of any
replacement of the existing Water Meter. The written notice will include a description of the new
Water Meter that will be installed.

(b) Meter Reading. The reading, calibration and adjustment of the meters
described in this Section 3.6 shall be done only by the employees or agents of GBRA. The
results of each reading of the Water Meter shall be recorded in a journal or other record book
maintained in GBRA’s office and representatives of the Customer may inspect the same at any
time during reasonable business hours.

(¢) Meter Calibration.  GBRA will calibrate the Water Meter at least
annually. GBRA shall give the Customer reasonable notice of the date and time when any such
calibration shall occur, and at the request of the Customer, conduct the calibration in the
presence of the Customer. In addition to the annual calibration, the Customer shall have the right
to request that GBRA calibrate the Water Meter not more than once in each year, in the presence
of a representative of the Customer. If, upon any test, the percentage of inaccuracy of any
metering equipment is found to be in excess of five percent (5%), the registration thereof shall be

1
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corrected, and accounts adjusted, for a period extending back to the time when such inaccuracy
began, if such time is ascertainable; and if such time is not ascertainable, then for a period
extending back one-half (1/2) of the time elapsed since the last date of calibration, but in no
event further back than a period of six (6) months. If, for any reason, the Water Meter is out of
service or out of repair so that the amount of water delivered cannot be ascertained or computed
from the reading thereof, the water delivered through the period Water Meter is out of service or
out of repair shall be estimated and agreed upon by the Parties hereto upon the basis of the best
data available. For such purpose, the best data available shall be deemed to be the registration of
any check meter or meters if same have been installed and are accurately registering, Otherwise,
the amount of water delivered during such period may be estimated (a) by correcting the error if
the percentage of the error is ascertainable by calibration tests or mathematical calculation, or (b)
by estimating the quantity of water delivered by deliveries during the preceding period under
similar conditions when the Water Meter was registering accurately.

3.7 Title to and Responsibility for Water. Title to and responsibility for all water
made available by GBRA under this Agreement shall be in GBRA to the Point of Delivery, at
which point title shall pass to the Customer. The Customer and GBRA hereby agree to save and
hold each other harmless from all claims, demands, and causes of action which may be asserted
by anyone on account of the transportation, storage, delivery, processing and handling of such
water while title to and responsibility for the water remains in the other Party.

3.8 Reuse and Resale. The Customer agrees that, at all times during the term of this
Agreement, it shall not engage in, or seek regulatory approval to engage in, indirect reuse of
water delivered to the Customer under this Agreement, unless the Customer and GBRA
expressly agree to allow indirect reuse and prescribe the terms thereof in writing. As used in this
subsection, “indirect reuse” as used herein means the use for one or more beneficial purposes of
the water remaining after initial use at the time or after that water is discharged into a
watercourse, lake, or other body of state-owned water. The Customer shall not resell water
delivered to the Customer under this Agreement on a wholesale basis to any third party without
GBRA’s prior written consent. Notwithstanding the foregoing, the Customer shall not execute

any wholesale water supply contract that will jeopardize the tax exenipt status of the Bonds
issued for this Project.

3.9 Connection by GBRA: Responsibilities of Customer.

(a) Connection of the Customer’s water system to the Project at the Point of
Delivery shall be made by GBRA at the completion of the construction of the Project.
Connection shall be made in accordance with the plans, specifications, and requirements
prepared and adopted by GBRA and shall be accomplished by GBRA setting the Water Meter
and physically tying it to the Customer’s water system at the Point of Delivery. GBRA will
own, operate, and maintain the connecting facilities at the Point of Delivery.

(b) The Customer shall construct, maintain, and operate at its own costs and
expense, all facilities and equipment necessary to receive and take the treated water delivered
under this Agreement. Any facilities and equipment connecting to the Project must be
constructed with an air gap connection meeting GBRA’s standard specifications.
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3.10 Allocation of Water During Shortage. During conditions beyond GBRA’s
control when water cannot be supplied to meet the demands of all customers, the water to be
distributed shall be divided among all customers of the Project, pro rata, according to the amount
each may otherwise be entitled under their respective contracts with GBRA, subject to
reasonable conservation and drought management plans and requirements based on particular
purposes of use of the water, so that preference is given to no one and everyone suffers alike.

ARTICLE IV
RATES AND CHARGES

4.1 Gonzales Carrizo Debt Service Charge

(a) The Gonzales Carrizo Debt Service Charge is the amount to be charged to
the Customer during each Fiscal Year equal to the portion of the total principal and interest
requirements on all outstanding Bonds due during such Fiscal Year, plus a coverage factor not to
exceed 10% of such portion, that is allocated to the Customer by GBRA in accordance with this
Section and to be paid pursuant to the provisions of all applicable bond resolutions. Such
allocation shall be based on the percentage equal to the Customer's Annual Commitment divided
by the annual commitment of all customers that enter into an agreement with GBRA to receive
water from the Project (the “Customer’s Pro Rata Portion”) and taking into account preferences
the Customer elects to exercise with respect to the structure of the debt service for each series of
Bonds which differ from the structure of any other customer that enters into a similar agreement
with GBRA to receive water from the Project, if any. The Gonzales Carrizo Debt Service
Charge charged to the Customer, together with the similar charge that is charged to all other
customers that receive water from the Project (but excluding the not to exceed 10% coverage
amount charged to all customers), shall be sufficient to cover the annual debt service
requirements on the Bonds during each Fiscal Year. Following the delivery of a series of Bonds,
GBRA shall provide the Customer with a schedule showing the Gonzales Carrizo Debt Service
Charge for all outstanding Bonds to be paid by the Customer that will be applicable for each
Fiscal Year following the delivery of such series of Bonds. GBRA expects that such schedule
will not change unless additional Bonds are issued or additional funds are required to fund
deposits into a reserve account related to the Bonds (as described in Section 4.1(b) below), but
GBRA reserves the right to modify such schedule to correct any ambiguities or mistakes or
account for any other changes deemed necessary and appropriate.

(b) In the event it becomes necessary for GBRA to make deposits into an
operating or debt service reserve fund established pursuant to a resolution authorizing a series of
Bonds which will not be funded with proceeds of a series of Bonds, GBRA shall promptly notify
the Customer of such event, and the Gonzales Carrizo Debt Service Charge charged to the
Customer shall thereafter be adjusted for each applicable Fiscal Year by an amount equal to the
Customer’s Pro Rata Portion of the additional amount required to be deposited into such
operating or debt service reserve fund.

4.2 Gonzales Carrizo Water Rate and Charpe

(a) The Gonzales Carrizo Water Rate is the rate per acre-foot of treated water
determined by the Board of Directors of GBRA to then be in effect for the commitment of
capacity in the Project. The GBRA Board of Directors may at any time and from time to time
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change the Gonzales Carrizo Water Rate. The Gonzales Carrizo Water Rate shall be sufficient to
cover Groundwater Lease Payments, the District Fees, and the fixed Operation, Maintenance,
and Administrative Expenses of the Project, as those payments, fees, and expenses are incurred.

(b) The Gonzales Carrizo Water Charge is equal to the Gonzales Carrizo
Water Rate multiplied by the Annual Commitment.

4.3 Gonzales Carrizo Delivery Rate and Charge.

(a) The Gonzales Carrizo Delivery Rate is the rate per 1000 gallons of water
determined by the GBRA Board of Directors to then be in effect for the delivery of water
through the Project. The GBRA Board of Directors at any time and from time to time may
change the Gonzales Carrizo Delivery Rate. The Gonzales Carrizo Delivery Rate shall be
sufficient to cover variable Operation, Maintenance, and Administrative Expenses related to the
delivery of water through the Project that are not otherwise included in the Gonzales Carrizo
Water Rate or the Gonzales Carrizo Debt Service Charge.

(b) The Gonzales Carrizo Delivery Charge per month shall be calculated by
multiplying the amount of Project water, expressed in thousands of gallons, delivered in the
month to the Customer at the Point of Delivery as measured by the Water Meter by the then-
current Gonzales Carrizo Delivery Rate.

4.4 Commencement of Payments.

(a) The assessment of the Gonzales Carrizo Water Charge shall commence
the month that GBRA begins paying any Groundwater Lease Payments, District Fees, or any
Operation, Maintenance, and Administrative Expenses of the Project, whichever is earlier, on the
Project from funds other than Bond proceeds.

(b) The assessment of the Gonzales Carrizo Delivery Charge shall commence
the month that GBRA begins to supply water to the Customer through the Project.

4.5  Notice of Rate Change. If GBRA desires to adjust the Gonzales Carrizo Debt
Service Charge, the Gonzales Carrizo Water Rate, or the Gonzales Carrizo Delivery Charge, it
shall, at Jeast sixty (60) days before the first day on which such adjustment is to become
effective, give written notice to the Customer; however, the failure to provide such notice shall
not invalidate the adjusted charge or rate.

ARTICLE V
PAYMENT OF CHARGES

5.1 Billing and Payment. GBRA will render bills to the Customer once each month
for the payments required by this Agreement. GBRA will bill the Customer and the Customer
shall pay GBRA one-twelfth of the Gonzales Carrizo Debt Service Charge and the Gonzales
Carrizo Water Charge each month during the year. GBRA will bill the Customer and the
Customer shall pay the Gonzales Carrizo Delivery Charge each month during the vear. Any
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prepayments shall be shown on the bill as a credit. GBRA shall, until further notice, render such
bills on or before the 10th day of each month and such bills shall be due and payable at GBRA's
office indicated below by the 20th day of each month or fifteen (15) days after such bill is
deposited into the United States mail, properly stamped, addressed and postmarked to the
Customer, whichever is later. GBRA may, however, by sixty (60) days written notice, change
the monthly date by which it shall render bills, and all bills shall thereafter be due and payable
ten (10) days after such date or fifteen (15) days after such bill is deposited into the United States
mail, properly stamped, addressed and postmarked to the Customer, whichever is later. The
Customer shall make all payments in such coin or currency of the United States of America as at
the time of payment shall be legal tender for the payment of public and private debts and shall
make payment to GBRA at its office in Seguin, Texas, or at such other place as GBRA may from
time to time designate by sixty (60) days written notice.

52 Source of Payments. The Parties agree and the Customer represents and covenants
that all moneys required to be paid by the Customer under this Agreement shall constitute
reasonable and necessary operating expenses of the Customer’s water, wastewater, gas, and
electric utility systems (“Customer’s System™), as authorized by the Constitution and the laws of
the State of Texas. All payments required to be made by the Customer to GBRA under this
Agreement shall be payable from income of the Customer’s System. GBRA shall never have the
right to demand payment by the Customer of any obligations assumed by or imposed upon it
under or by virtue of this Agreement from funds raised or to be raised by taxation and the
Customer’s obligation under this Agreement shall never be construed to be a debt of the
Customer of such kind as to require it under the Constitution and the laws of the State of Texas
to levy and collect a tax to discharge such obligation.

53  Payments Unconditional. The Customer recognizes that any debt instruments
relating to the Project, including the Bonds, will be payable from and secured by pledges of the
sums of money to be received by GBRA from the Customer under this Agreement and from
other customers under similar contracts. In order to make such debt instruments marketable at
the lowest available interest rate, it is to the mutual advantage of GBRA and the Customer that
the Customer’s obligation to make the payments required hereunder be, and the same is hereby,
made unconditional. So long as any part of such debt instruments are outstanding and unpaid, all
sums payable hereunder to GBRA shall be paid by the Customer without set-off, counterclaim,
abatement, suspension or diminution. So long as any part of such debt instruments are
outstanding and unpaid, the Customer shall have no right to terminate this Agreement or be
entitled to the abatement of any payment or any reduction thereof, and the obligations hereunder
of the Customer shall not be otherwise affected for any reason (including but not limited to the
inability of GBRA to deliver water under this Agreement), it being the intention of the Parties
that, so long as any portion of such debt instruments are outstanding and unpaid, all sums
required to be paid by the Customer to GBRA shall continue to be payable in all events and the
obligations of the Customer hereunder shall continue unaffected, unless the requirement to pay
the same is reduced or terminated pursuant to an express provision of this Agreement. It is
specifically provided, however, that this Section shall not prevent the Customer from exercising
any rights related to breach of this Agreement by GBRA.
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54  Covenant to_Maintain Sufficient Income. The Customer agrees to fix and
maintain rates and collect charges for the facilities and services provided by Customer’s System
as will be adequate to permit the Customer to make prompt payment of all expenses of Operating
and maintaining the Customer’s System, including payments under this Agreement, and to make
prompt payment of the interest on and principal of any debt instruments of the Customer
payable, in whole or in part, from the revenues of the Customer’s System. The Customer further
agrees to comply with all of the provisions of the ordinances, resolutions, orders or indentures
authorizing its debt instruments which are payable, in whole or in part, from the revenues of the
Customer’s System.

55  Continuing Disclosure Agreement. If GBRA is required by 17 C.F.R. §
240.15¢2-12 (“Municipal Securities Disclosure Rule™), as that rule may be amended from time-
to-time by the Securities and Exchange Commission, to enter into a “Continuing Disclosure
Agreement” with the Customer to fulfill GBRA’s obligations under the Municipal Securities
Disclosure Rule, the Customer and GBRA agree to execute a Continuing Disclosure Agreement.
The form of such Continuing Disclosure Agreement shall be approved by GBRA's bond counsel
in order to comply with the then-current requirements of the Municipal Securities Disclosure
Rule. Similarly, if the Municipal Securities Disclosure Rule does not technically apply to the
imtial purchaser of a series of Bonds but such initial purchaser otherwise requires GBRA to
provide continuing disclosure from the Customer, the Customer and GBRA agree to execute an
agreement detailing the continuing disclosure information to be provided by the Customer. The

form of such agreement shall be approved by GBRA's bond counsel in order to comply with the
requirements of such initial purchaser.

5.6 Delinquency of Payment. All amounts due and owing to GBRA by the Customer
shall be billed and paid monthly, and if not paid when due, bear interest at the maximum post-
judgment interest rate as set out in Section 304.002, Texas Finance Code, or any successor
statute from the date when due until paid, provided that such rate shall never be usurious or
exceed the maximum rate as otherwise permitted by law. If any amount due and owing by the
Customer is placed with an attorney for collection by GBRA and GBRA prevails, then the
Customer shall pay to GBRA, in addition to all other payments provided for by this Agreement,
including interest, GBRA’s reasonable collection expenses, including court costs and attorney’s
fees. The Customer further agrees that GBRA may, at its option, discontinue delivering treated
water until all amounts due and unpaid are paid in full with interest as herein specified. Any
such discontinuation shall not, however, relieve the Customer of its unconditional obligation to
make the payments required hereunder, as provided by Section 5.3 of this Agreement. The
Customer agrees that GBRA may, at its option, terminate this Agreement for the Customer’s
failure to pay due and unpaid amounts, and, notwithstanding anything to the contrary in Section
5.3, if GBRA terminates this agreement for default in payments, the unconditional obligation to
make the future payments shall terminate except that the Customer shall continue to be obligated
to make payments for amounts due and unpaid at the time of termination, which shall survive the
termination of the Agreement. Notwithstanding anything in this Agreement to the contrary, the
Parties agree that the Customer’s default under this Section 5.6 shall not result in termination of
this Agreement until thirty (30) days after the date that the Customer receives written notice from
GBRA specifying the default and the requirements to cure the same,
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ARTICLE VI
TERM AND TERMIATION

6.1 Term.

(a) This Agreement shall be in force and effect until the latter of 11:59 p.m.
Central time on December 31, 2058, or as it may be extended pursuant to subsection (b) and (c)
below (“Termination Date™).

(b) Unless written notice to terminate this Agreement is provided by either
Party to the other Party at least 365 days before the Termination Date, this Agreement shall
automatically renew for an additional ten (10) year period. Unless notice is provided as
described in this subsection (b), this Agreement will automatically renew for successive renewal
periods of ten (10) years, not to exceed four such renewal periods in the aggregate.

(c) Notwithstanding subsections (a) and (b) of this Section, if all the Bonds
(including principal and interest) will not be fully paid by the Termination Date then the
Termination Date shall be extended to December 31 of the year in which the Bonds are to be
paid. Any extension by GBRA pursuant to this subsection shall be effective as of the date that
GBRA gives the Customer written notice of the extension.

6.2 Rights after Termination. Except as specifically provided otherwise in this
Agreement, all of the rights and obligations of the Parties under this Agreement shall terminate

upon termination of this Agreement, except that such termination shall not affect any rights or
liabilities acerued prior to such termination.

ARTICLE VII
OTHER PROVISIONS

7.1 Water Conservation and Drought Contingency Plans. The Customer agrees to
provide to the maximum extent practicable for the conservation of water, and agrees to design,
construct, operate and maintain its facilities in a manner that will prevent waste of water. The
Customer shall develop and implement a water conservation plan or water conservation
measures and a drought contingency plan using the elements of Chapter 288 of the TCEQ’s rules
that are applicable to the Customer and its uses, and that are consistent with GBRA’s water
conservation and drought contingency plans for wholesale customers in accordance with the
provisions of Section 3.10. Such plans, at a minimum, shall comply with all minimum standards
that may be required or recommended by the Texas Water Development Board (TWDB) and the
TCEQ. If the Customer intends to resell the water to another wholesale customer, the Customer
shall require the successive customer in the resale to implement water conservation and drought
contingency plans in accordance with the applicable provision of Chapter 288 of the TCEQ’s

rules and the applicable provisions of GBRA’s water conservation and drought contingency
plans.

7.2 Regulatory Requirements. This Agreement is subject to all applicable federal,
state, and local laws and any applicable ordinances, rules, orders, and regulations of any local,
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state, or federal governmental authority having jurisdiction. This Agreement is specifically
subject to all applicable sections of the Texas Water Code and the rules of the TCEQ, or any
successor agency subject to Section 7.10 below regarding severability and provided that changes

in the law shall not be applied retroactively to amend this Agreement unless retroactivity is
required by law.

7.3 Interest in Gonzales Carrizo Water Supply Project. The Customer is not entitled
to any equity interest in GBRA’s Project for any reason including, without limitation, the
payments made to GBRA under this Agreement.

7.4 Remedies. It is not intended hereby to specify (and this Agreement shall not be
considered as specifying) an exclusive remedy for any default by either Party, but all such other
remedies existing at law or in equity shall be cumulative including, without limitation, specific
performance may be availed of by either Party. The prevailing Party shall be entitled to any
reasonable attorney’s fees, court costs or other expenses incurred in bringing or defending any
suit alleging such default or claim.

7.5 Actual Damages. No Party shall be liable or have any responsibility to the other
for any indirect, special, consequential, punitive or delay-related or performance-related damages
including, without limitation, lost eamings or profits. Such limitation on liability shall apply to
any claim or action, whether it is based on whole or in part on agreement, negligence, strict
liability, tort, statute or other theory of liability.

7.6 Assignability. No Party may assign its rights or obligations under this Agreement
without first obtaining the written consent of the other Party, which consent shall not be
unreasonably withheld or delayed. Further, the Customer may not assign its rights or obligations
under this Agreement if such assignment is prohibited by the Project’s Bonds or would alter the
tax-exempt status of those Bonds.

7.7 Entire Agreement. This Agreement constitutes the entire agreement between the
Parties, and supersedes any prior understanding or oral or written agreements between the Parties
respecting the subject matter of this Agreement.

7.8 No Third Party Beneficiaries. This Agreement does not create any third party
benefits to any person or entity other than the signatories hereto and their authorized successors
in interest, and is solely for the consideration herein expressed.

7.9 Due Authorization and Binding Obligation. This Agreement has been duly
authorized, executed and delivered by all necessary action of the Parties. This Agreement, and
the terms, covenants, and conditions herein contained, shall inure to the benefit of and be binding
upon the heirs, personal representatives, successors, and assigns of each of the Parties hereto.

7.10  Severability. If any provision of this Agreement shall be held or deemed to be or
shall, in fact, be invalid, inoperative or unenforceable as applied in any particular case in any
jurisdiction or jurisdictions, or in all jurisdictions because it conflicts with any provisions of any
Constitution, statute, administrative rule, regulation or finding, rule of public policy, or for any
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other reason, this Agreement shall remain in effect and be construed as if the invalid, inoperative,
or unenforceable provision had never been in the Agreement, and such circumstances shall not
have the effect of rendering the provision in question invalid, inoperative or unenforceable in any
other case or circumstance, or of rendering any other provision or provisions of this Agreement
invalid, inoperative or unenforceable to any extent whatever,

7.11  Waiver and Amendment. Failure to enforce or the waiver of any provision of this
Agreement or any breach or nonperformance by either Party shall not be deemed a waiver by the
other Party of the right in the future to demand strict compliance and performance of any
provision of this Agreement. No officer or agent of GBRA is authorized to waive or modify any
provision of this Agreement. No modifications to or recession of this Agreement may be made
except by a written document signed by all Parties” authorized representatives.

7.12  Force Majeure. If for any reason of force majeure, either Party is rendered
unable, wholly or in part, to carry out its obligations under this Agreement, then that Party shall
give notice of the reasons in writing to the other Party within a reasonable time after the
occurrence of the force majeure event. The obligation of the Party giving the notice, so far as it
is affected by the force majeure, shall be suspended during the continuance of the inability then
claimed, but for no longer period, but only so long as the Party giving notice uses its best efforts
to mitigate the impact and remedy the condition which constitutes the force majeure. The term
“force majeure” as used in this Agreement shall mean acts of God, strikes, lockouts, or other
industrial disturbances, acts of public enemy, order or actions of any kind of government of the
United States or the State of Texas, or any civil or military authority, insurrection, riots,
epidemics, landslides, lighting, earthquakes, fires, hurricanes, storms, floods, washouts,
droughts, arrests, restraints of government and people, civil disturbances, explosions, breakage or
accident to dams, machinery, pipelines, canals, or other structures, partial or entire failure of
water supply including pollution (accidental or intentional), and any other cause not reasonably
within the control of GBRA or the Customer.

7.13  Captions. The sections and captions contained herein are for convenience and
reference only and are not intended to define, extend or limit any provision of this Agreement.

7.14  Necessary Documents and Actions. Each Party agrees to execute and deliver all
such other and further instruments and undertake such actions as are or may become necessary or
convenient to effectuate the purposes and intent of this Agreement. In particular, and without
limiting the broader meaning of the preceding sentence, the Customer agrees to timely provide
GBRA with all records, financial and operating information of the Customer reasonably
requested by GBRA in connection with the issuance of Bonds to be provided to rating agencies,
municipal bond insurance companies, potential purchasers of the Bonds (including the Texas
Water Development Board), or other third parties.

7.15  Applicable Law and Venue. This Agreement shall be construed and enforced in
accordance with the laws of the State of Texas. The obligations contained within this Agreement
are performable in Hays County, Caldwell County, Comal County or Guadalupe County, Texas.
Any action in law or equity brought to enforce or interpret any provision of this Agreement shall
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be brought in a court of competent jurisdiction with venue in Hays County, Caldwell County,
Comal County or Guadalupe County, Texas.

7.16  Negotiation by Counsel. The Parties acknowledge that each Party and its counsel
have reviewed and revised this Agreement, and agree that the normal rule of construction to the
effect that any ambiguities are to be resolved against the drafting Party shall not be employed in
the interpretation of this Agreement or any amendments or exhibits hereto.

7.17  Counterparts and Electronic Transmissions. This Agreement may be executed in
one or more counterparts, each of which shall for all purposes be deemed to be an original and
all of which shall constitute the same instrument. In making proof of this Agreement, it shall not
be necessary to produce or account for more than one such counterpart. A telecopied or emailed
electronically transmitted facsimile of an execcuted counterpart of this Agreement shall be
sufficient to evidence the binding agreement of each Party to the terms hereof. However, each
Party agrees to promptly deliver to the other Party an original, duly executed counterpart of this
Apgreement.

7.18  Lepal Construction. Whenever context requires, the singular will include the
plural and the neuter will include the masculine or feminine gender, and vice versa.

7.19  Notices. Any notice or payment required or permitted hereunder shall be in
writing and shall be deemed to be delivered on the date received if delivered by hand to the
address shown hereinafter for the Customer or GBRA, as appropriate, or such notice shall, if
deposited in the mail, be deemed to be delivered, whether actually received or not, on the first
business day after having been deposited in the United States mail, postage prepaid, registered or
certified mail, return receipt requested, addressed to the Customer or GBRA, as appropriate, at
the address shown hereinafter. For purposes of notice, the addresses of and the designated
representative for receipt of notice for each of the parties shall be as follows:

For GBRA:

Guadalupe-Blanco River Authority
Attention: General Manager/CEQ
933 E. Court Street

Seguin, Texas 78155

For the Customer:

City of Lockhart

Attention: General Manager
308 W. San Antonio St.
P.O. Box 239

Lockhart, Texas 78644
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The Parties hereto shall have the right from time to time to change their respective addresses, and
each shall have the right to specify as its address any other address within the United States of
America by at least five (5) days’ written notice to the other Party.

720 Business Days. In the event that any date or any period provided for in this
Agreement shall end on a Saturday, Sunday or legal holiday, the applicable period shall be
extended to the first business day following such Saturday, Sunday or legal holiday. As used
herein, the term “legal holiday” means any state or federal holiday for which financial
institutions or post offices are generally closed in the State of Texas.
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GUADALUPE-BLANCO RIVER AUTHORITY

By:

Kevin Patteson, General Manager

Date:

ATTEST:

STATE OF TEXAS

§

§
COUNTY OF GUADALUPE §

BEFORE ME, the undersigned, a Notary Public in and for said State, on this day
personally appeared Kevin Patteson, General Manager and CEQ of the GUADALUPE-
BLANCO RIVER AUTHORITY, known to me to be the persons whose name is subscribed to
the foregoing instrument and acknowledged to me that the same was the act of the
GUADALUPE-BLANCO RIVER AUTHORITY, a conservation district and political
subdivision, and that he executed the same as the act of such entity for the purposes and
consideration therein expressed, and in the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the day of
, 20

Notary Public
The State of Texas

Notary Seal
&
I.D. No.
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CITY OF LOCKHART

By:

Lew White, Mayor

Date:

STATE OF TEXAS §

§

COUNTY OF CALDWELL §
BEFORE ME, the undersigned, a Notary Public in and for said State, on this day
personally appeared Lew White, Mayor of CITY OF LOCKHART, known to me to be the
persons whose name is subscribed to the foregoing instrument and acknowledged to me that the

same was the act of the CITY OF LOCKHART, a municipal corporation, and that he executed

the same as the act of such entity for the purposes and consideration therein expressed, and in the
capacity therein stated..

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the day of
, 20

Notary Public
The State of Texas

Notary Seal
&
I.D. No.
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EXHIBIT A

POINT OF DELIVERY
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