TOWN OF ADDISON, TEXAS
RESOLUTION NG RH-011

A RESOLUTION OF THE CITY CCOUNCIL OF THE TOWN OF
ABDDISON, TEXAS APPROVING A NEW JMEMORANMDLM OF
AGREEMENT FOR WHOLESALE TREATED WATER BETWEEN THE
TOWN AND THE CITY OF DALLAS; AUTHORIZING THE CITY
MANAGER TO EXECUTE THE AGREEMENT; PROVIDING AN
EFFECTIVE DATL,

WHERLEAS, the Town of Addison, Texas (the “CHEy™) 15 one o 23 governmenlal enlities
that obtain mreated water from the City of Dallas through the Dallas Water Urilities department
(“Dallas’; and

WHEREAS, wholesule treated water prices are caleubaled purswemt 10 g male-selbing
methodology established in a 1979 Memorandum ol Agreement, (<1979 MOA™) entered inio by
Trallas and its wholesale treated water customers to settle 8 wholesale treated water rate dispute.
the 1979 MOA being attached to all of Dallas® wholesale treated water contracts as an cxhibit;
and

WHEREAS, the City has a 30-vear water supply contract with Dallas that cxpires on
January &, 2012, and the 1979 MOA has provided the rate-setling methodalogy Tor that contrict,
but the 1979 MOA expired on Deceinber 17, 20409, and

WHIERFAS, the City and Dallas, logethey with represeniatives ol other whilesale treated
wiler custonners, have negotiated and reached g consensus on a new agreement providing for a
rate-setting mcthodology to replace the 1979 MOA (such new agrecment heing the 2010
MOA™), a true and correct copy of which is attached hercto as Exhibit A, and approval of the
20010 MOA s n the best inlevests of the Oty

NOYW, THEREFORE, BE I'T RESQLYED BY THE CITY COUNCIH. OF THE
TOWN OF ATHHSOMN:

Section 1. The above and loregonyg recilals are frue and comrect and are incorporaied
herein and made a part hereof,

Section 2, The 2010 MOA, a true and correct copy of which s altached horetn as
Cxhibit A, is hereby approved.  The City Manager is authernzed 1o execute the 2000 MOA on
behalf of the City.

Secetion 3. This Resolution shall take elTect upon ils pussage and approval.

Ol FICE OF FHE CI'TY SECRETARY RESQLUTHON M(y. R1iH111
Bape-lofl



PASSED AND APTROVED by the Cily Council ol the Town of Addison, Texas this the 22nd
dav of June, 2010,

)
P ey . e

(_ = Jog Chow, Mayor

ATTEST:
By: s 7:\‘[]_ e

Lea Dunn, City Sccrctary
APPROVED TO FORM:

g :

Byl ’?La:.\lV )

John Hill, City Attorney
OFFICE OF THE CITY SECRETARY RESOLUTION NO. R10-011

Page 2 of 2



FEXHIBIT A
TO RTSOLUTION N,

fAriach copp af 2008 MOA]

OFFICT OF THE CITY SECRETARY RESOLUTION NG, RL0-011
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Memorandurn of Agreement (MOA}
far
Wholesale Treated Water

Preamble:  The 14974 MOA seifled a rate dispute lawsuit between Dallas and its
Wholesale Treated Water Customers regarding the wholesale treafed water rate-setting
mathodology (“rate-setting methodology™), and as such has served the rate-setfing
. methodology procass well over the past 30 years. This amanded agreament recogmzes

that changes to the rate-setting methodology have accurred over this tmeframe, and
incorporates consensus changes between Oallas and its Whaolesale Treated Water
Customers, and as such will serve to govern the rate-setting methodolagy for the next 30
Years.

1. Purpese: Dallas is 4 regional water provider currantly providing treated water service
to Wholesale Treatad Water Customers located within Dallas’ established service area
in North Central Texas. The purposs of this agreement is to establish the rate-selling
methodolagy and formalize the mutual expectations of Daltas and its Wholasale
Treated Water Customers with respect to rate-setting methadaology. This rate-setting
methodology will provide the basis for datermining wholesale traated water rates after
lts effactive date,

2. Applicability: This agreement is subject to all applicable ordars, laws and regulations
of the City of Dallas, State of Texas and the United States. H any stote or federai
govermmental agency having jurisdiction  disapproves  any matorial pant of this
agreement during the tarm, the agreemeant is subject to cancellation by any party and
rengyatiation by Dallas and its Wholssale Treated Water Custamers,

3. Water System Policy: Dallas operates a water system to provide a reguiatory
compliant, safe and reliable waler supply, adequate for the current water use and
future growth of Dallas and ks Whaolesale Treated Water Cuslomers, and to avoid
subsidization of any class of customers.

Appendix A of this MOA, Caost of senvice terms may be addad, or the definilion of an
existing term amended, frem time to time, without the necessity of amending this
MOA. Additions and amendments will be raflected in the appendices attachad to the
annual cost of service studies.

b, Responsibilitjus:

g, Ballas is responsible for planning, finarcing, constructing, operating and
maintaining the water supply system to the axtent parmitted by avallable water
revenues, for devseloping cost of sarvice information to support wholosatla rate
changes, and for informing Whaolesale Treated Water Customers of wholesale
rate changes and othar pattinent utility infermatian.
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b Wholesale Treated Waler Customers are responsible for kesping Dallas
informed concerning their proiected water supply needs and operaling
regquirements for planning, managing and maintaining their retail systems to
promote water conservation and efficient system operation, and for paying
adequate rates to Dallas to cover the costs incurred by Dallas in providing

service to them.

6. Rate-Setting Methodology for Wholesale Treated Water:

a. Rewvenus requirements arae to be determined on a utitity basis, at criginal cost,
including construction work in progress,

h. Dallas is to receive a rate of return on rate base equal to embedded interest
rate on water revenue bonds, commercial paper and other debt instruments
plus 1.5 percent, which is agreed to be an adequate return to cover its costs
and risks and as compensation for cwnership and management responsibililies.

c. Al sxisting and future water supplises and associated facilities are o be
included in a2 common water rate base. Wholesale Treated Water Customers,
as @ class, shall pay their propotionate share of costs for water supply,
including that porticn held for future use. For the 2010 nost of service sludy,
wholesale trested water customers shall be allocated a percentage of tofal
reservoir costs based on a 10-year fulire use pereentage calouiated using a
24-year linear regression. This percentage shall be increagsed or decrggsed in
direct propartion to future changes in actual usage in conjunction with the cost
of service studies. (Dallas will pay the balance of water supply costs which are
nct atlocated to Wholesale Treated Water Custemers under the cast of service
allacation.) Allucation of casts other than water supply costs, including but not
limitad 1o nperations and maintenance costs, shall be based on current use,

d. Diroct reuse of troated wastewater effluent Is an Inside Datlas only cost and wili
be allocated to inside Dallas customers only. Indirect reuse of treated
wastewater effluent for lake avgmentation will be included as a cost and as a
benafit commaorn-to-ail.

a. Thars will be a two part wholasale treated water rate (volume and demand),
with allocation of costs in rate design so as o encourage gonservation and
officient operation of the waler systems of Dallas and its Wholesale Treated
Water Customers.

f. Atthe end of teh years from the Effective Date of the MOA, and each ten years
thareafier, the City of Dallas or a majority of the Wholesale Treated Water
Customers who are parties to this agreement may roguest a raview of the
above rate-setting methodology; and if so, the methodology shall be subject to
renagotiation.
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10,

11.

13

Wholssale Trealed Water Ratas:  After the effective date of this MOA, Dallas will

prepare a cosl of service study to suppoerl wholesale treated water rates and
allocations, and wii submit # to the Wholesale Treated Water Customers to review
and accepl prior to submission to the Dallas City Council. Except as noted herein, the
cost of service rate-setting principles will adhere to the 2009 cost of service sucy,
ncluding changes ihat have beon identified and implemented since thal date.

Effective Date: This MOA iy effective as of Decombar 17, 2008,

Decembear 16, 2039, and for such additional periods as the paries may muiustly agree
Lpon.

Approved changes: Changes in the rate-selting methodolegy or other conditions may

be made by mutual agreement of all partias at any time.

individual contracts: This MOA is considered a replacoment of and supersedas the
1979 MOA and shall aulemalically be incorporatad and becoms a part of alf existing
wholesale treated water contracts without any further aclion or approval on tho part of
the City or of the Wholesale Treated Water Customers. Rate-setting methodology for
individual contracts for wholesale treated water service betweaen Dallas and ifs
Wholesale Treated Water Customers wiil be consistent with this MOA. Dallas and its
Wholesale Treated Water Customers will honar their existing water servica contracts
untit such tme gs the contracts are amended or superseded by a new contract.
Contracts for new Wholesale Treated Water Customers will be consistent with this
MOA.

.Racoaniiion of MOA Participants: The MOA renegotiation process took place over

riany months during 2008 and 2010 and involved g number of mastings to discuss
ntsaible changes, revizions, and alternatives to the axistlng MOA. To that end, the
City of Dallas would iike to thank the individuats ilsted below for thelr cutstanding Input
and contributions in the MOA update and renegotiation process, without whosa heip
this revised document wouk! not have been possible. Participants are listed in
attached Appendix B.

Authorization io Act; By their signatures beiow, the representatives of Dallas and the
Wholasale Treated Waler Customaors slate that they are authorized to enter into this
MOCA. Dallas and the Wholesale Treated Water Customers wlll each provide
documentation that this MOA has been authorized by iis respective governing bady,

14, Counterparts:  This MOA may he executed n any nurmber of counterparts, each of

which shall be deemed an original and constitute one and the same instrument.
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EXECUTED as of the /€7 day of darsuz ., 2010, on behalf of Dallas by its City
Manager, duly authorized by Resolution Mo, @-/23/, adopted on the /Z2¥iday of

AV . 2010 and approved as to farm by its City Attarney.
APPROVED AS TO FORiM: CITY OF DALLAS
THOMAS P. PERKINS, JR. MARY K. SUBM
City Aftorney City Manager

o Bl e

ot

Page 4 of 31



EXECUTED as of thaozn/ﬁ#//{day of /LM~ . 2010, on behalf of the Town of
Addison by its City,Manager, duly authorized by Resolution No. 5{{52-- 2/ / _, adopted
on the & rl,«j{g ﬁay of “plvt b, 2010, and approved as to form by its City

Attﬂrney

TOWRN OF ADDISON

B:H/Q\ - (1 bc'ﬁmm -

Ron Whitehead, City Manager

ATTEST: APPROVED AS TO FORM:

By: _ / \m b (%M_,_R\A]FLH s
L unn, Gity Secretary ~._John Hill; City Attarney
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APPENDIX A
GLOSSARY OF TERMS

Allacation - The apportioning of the common-to-all cost of service.

Common-Tao-All - Facilities, and their assogiated cost, that are dedicated to providing
treated water service to both Dallas and Wholesale Treated Water Cusiomers.

Construction Werk in Progress (CWIP) - The utility's investrnent in facilities under
construction but not vet dedicated to service.

Demand Costs - Costs associated with providing facilities to meet peak retes of usge, or
dumand, placed on the system by the customers.

Pepreciation - Tho wearing ouf or loss in service value of property used in utility
operations.

Depreciation Rate - The rate of loss in service value, based on the éxpected service life
of propearty.

Depreciation Reserve - The accumulated amount of the loss in service value of praperty.

Direct Reuse — The use of treated wastewatser effluent from Dallas’ wastewaler treatment
plants for non-drinking water purpeses within the boundaries of the City of Dallas.

Embodded Intarest Rate - Annual interost expense expressed as a percentage of
average debt,

Indirect Reuse — The use of treated wastewater effluent from Dallag' wastewater
treatment plants for raw water supply augmentalion purposes.

Inside Daillas - The group of retail treated water service customers, comprised aof
residential, commercial and industrial customers served by Dallas Waier Utilities.

Interest Expense - Payment made for the vse of borrowed funds.

Materlals & Supplies — Assets in inventory which are requited fo meet current
obligations and service responslbilities of the utility.

Maximum Day Demand - The maxlmum demand placed on the system over a 24-hour
period.

Maximum Hour Demand - The maximum demand glaced on ihe system over a
B80-minute perlod on the systerm's maximum day.

MGD - Million gatlons per day flow rate.

Dperating Expenses - Operation and maintonance charges incurred in operating a
utility.
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APPENIIX A
GLOSSARY OF TERMS
(PAGE 2 OF 2)

Original Cost - The amount of investmeant in facilities when first put intn service,

Rate Base - Total investment dedicated to providing utility service,

Rate of Return - The percentage of retum authorized {0 be earned on an investment
{e.g. a rale base).

Reservoir Capacity - The amuount of water available from a reservalr,

Reservoir Costs - Costs incurred in acquiting and maintaining an untreated water supply
system.

ROFC - Raic of flow contraller, A device limiting instantaneous flow rate t a specific
amaunt. Instantaneous flow rate for rate setting purposes is a per day setling.

Standby Service - Connection to wholesale treatad water customer which is not normalty
used, excluding bypass lines which are requirerd by Dallas Water Utilties as a part of an
active metering facility,

Test Peviod {or Test Year) - Selected to be representative of the peried of time cver
which the new rates are expacted 1o be in effect,

Treated Water - Raw water that has passed the purlfication proness.

Lnacecounted for Water - Water produced bul not billed to customars that result from
metering inaccuracies, system leakage, and miscellaneous unmetered uses,

Volume Costs - Costs that tend 1o vary directly with the amount of water produced and
sold.

Water Supplies and Assoclated Facilities — Dallas’ water supsly system, including, but
niot imited to, all reservoirs, indirect reuse water, and all system infrastructure.

Whaolesale Cost of Service - The sum total of: (1) operating expense, (2} depraciation
expense, and (3} return on investment. Depreciation expense and rate of return ara on
the ofiginal cost of investment |ess accumulated depreciation, capltallzed Interest and

cantributed capital.

Wholesale Treated Water Customers — The group of water customers of the City of
Crallas which currently have a whiclesale treated water confract with Dallas,

Working Capital - Assels (funds) which are required to meet current obligations and
service respansihitities of the UtHity,
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Addison:

Carraliton:

Cadar Hill:

The Calony:

Coppeil:

Dallas Fort Worth Airport:

Daltas County W.C A[.D. 86,

Denton:

DeSoto:

Buncanvilla:

Farmers Branch:

Flower found:

Glenn Heights:

Grand Pralric:

Grapevine:

irving.

Lewisville:

APPENDIX B

MOA WORKING GROUP
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Randy Morawvec
Lauran Clark

Bob Scoft

Lori lwanickk
David Ganas
Futh Antabi-Gulen
Tod Mealrina

Chad Beach
Kim Tichen

Jarry Danmis
Roberl Rodriquez
Red Taylor
illiam Freeman

Tim Fisher

Isom Cameron
Tem Johnson

Frark Trando
Richard Summaorlin
Denris Schwarlz

Charles Cox
Mark Pavageaux

Chuck Springer
Kenneth Parr

Judy Bell

Ron McCuller
Doug Gl

Rarmana Chinnakaifla
Kent Conkls

Aimee Kaslik
David Cardanas

Carole Bassinger



Red Qak;

Richard=on:

University Pari:

Upper Trinity Raglonal Waker District:

Dallas:
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Charles Brewer

Kent Plail
Keith Dagen

Kent Austn

Tom Taylor
Larry Pailarson

Jo ML {dody) Puckett

Bobby Praytor

Charles Stringer

Terry Lowery

Denis Qualls

Jacquelineg Culkon

Tonia Barrix

Melissa Paschall-Thormpson
Erica Robinson

tarta Salazar



