RESOLUTION NO. 2005-12-02

A RESOLUTION OF THE CITY OF WESTON, TEXAS, APPROVING A
DEVELOPMENT AGREEMENT PURSUANT TO SUBCHAPTER G,
CHAPTER 212 OF THE TEXAS LOCAL GOVERNMENT CODE BETWEEN
THE CITY OF WESTON AND HONEY CREEK PARTNERS, L.P., ATEXAS
LIMITED PARTNERSHIP AND WESTON LAND LTD., A TEXAS LIMITED
PARTNERSHIP GOVERNING DEVELOPMENT OF APPROXIMATELY
1,611.83 ACRES OF LAND, TO BE NAMED THE PARKS OF HONEY
CREEK, LOCATED JOINTLY WITHIN THE CITY’S TERRITORIAL LIMTS
AND EXTRATERRITORIAL JURISDICTION; PROVIDING FOR THE
CONTINUATION OF EXTRATERRITORIAL STATUS; PROVIDING FOR
FUTURE ANNEXATION OF THE LAND; PROVIDING FOR A
DEVELOPMENT PLAN; AUTHORIZING THE ENFORCEMENT OF LAND
USE AND DEVELOPMENT REGULATIONS OTHER THAN THOSE THAT
CURRENTLY APPLY WITHIN THE CITY; PROVIDING FOR THE DESIGN,
CONSTRUCTION, FINANCING, MAINTENANCE AND CONVEYANCE OF
COMPREHENSIVE ROAD AND UTILITY INFRASTRUCTURE
IMPROVEMENTS; SPECIFYING THE USES AND DEVELOPMENT OF
THE LAND AFTER ANNEXATION; PROVIDING CONDITIONS FOR
CONSENT TO THE CREATION OF A WATER DISTRICT; PROVIDING
FOR THE CREATION OF A PUBLIC SERVICE PLAN; PROVIDING FOR
MUTUAL CONSIDERATION BY THE PARTIES; PROVIDING FOR A
FINANCING MECHANISM BEYOND THE CURRENT FISCAL YEAR;
PROVIDING FOR ADDITIONAL NON-SUBSTANTIVE PROVISIONS;
-AUTHORIZING THE MAYOR TO EXECUTE THE AGREEMENT; AND
PROVIDING AN EFFECTIVE DATE.

WHEREAS, the City of Weston, Texas is a Type A general-law municipality located
in Collin County, created in accordance with the provisions of Chapter 6 of the Local
Government Code and operating pursuant to the enabling legislation of the State of Texas:

and

WHEREAS, Section 212.172 of the Texas Local Government Code authorizes a
municipality to make a written contract ("Development Agreement”) with an owner of land
that is located in the Extraterritorial Jurisdiction of the municipality to:

(1) guarantee the continuation of the extraterritorial status of the land and its
immunity from annexation by the municipality for a period not to exceed 15 years;

(2) extend the municipality's planning authority over the land by providing for a

development plan to be prepared by the landowner and approved by the municipality under
which certain general uses and development of the land are authorized;
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(3)  authorize enforcement by the municipality of certain municipal land use and
development regulations in the same manner the regulations are enforced within the

municipality's boundaries;

(4)  authorize enforcement by the municipality of land use and development
regulations other than those that apply within the municipality's boundaries, as may be
agreed to by the landowner and the municipality;

(5)  provide for infrastructure for the land, including:

(A) streets and roads;

(B) street and road drainage;

(C) land drainage; and

(D)  water, wastewater, and other utility systems;

(6) authorize enforcement of environmental regulations;

(7)  provide for the annexation of the land as a whole or in parts and to provide for
the terms of annexation, if annexation is agreed to by the parties;

(8)  specify the uses and development of the land before and after annexation, if
annexation is agreed to by the parties; or

(9) include other lawful terms and considerations the parties consider
appropriate; and

WHEREAS, the owner of land that is located in the Extraterritorial Jurisdiction of the
City, said land being further described in Exhibit “A" attached hereto (the “Land"),desires to
develop the Land and the development shall include, but not be limited to, the construction
and financing of certain water, sanitary sewer, drainage, road infrastructure and other
similar public infrastructure facilities and services; and

WHEREAS, the owner of the Land seeks the cooperation from the City to provide
treated water and wastewater services to serve the Land; and

WHEREAS, in order to provide the necessary infrastructure facilities and services to
the Land the owner desires to enter into a Development Agreement with the City; and

WHEREAS, in consideration for the foregoing the owner of the Land intends to
dedicate to the City those certain water, sanitary sewer, drainage, road infrastructure and
other similar public infrastructure improvements, agrees to future voluntary annexation of
the entire property, make available newly constructed infrastructure improvements to
current residents of the City, and provide other services and property as further described
_in the Development Agreement; and
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WHEREAS, the proposed Development Agreement shall include, but not be limited
to, development of the Land consisting of approximately 1,611.83 acres, to be named the
Parks of Honey Creek, located jointly within the City's territorial limits and extraterritorial
jurisdiction; provide for the continuation of extraterritorial status; provide for future
‘annexation of the Land; provide for a development plan; authorize the enforcement of land
use and development regulations other than those that currently apply within the city;
provide for the design, construction, financing, maintenance and conveyance of
comprehensive road and utility infrastructure improvements; specify the uses and
development of the Land after annexation; provide conditions for consent to the creation of
a Water District; provide for the creation of a public service plan; provide for mutual
consideration by the parties; provide for a financing mechanism beyond the current fiscal
year; and provide for additional non-substantive provisions; and

WHEREAS, the City Council has thoroughly reviewed the proposed Development
Agreement, attached hereto and incorporated herein as Exhibit "A”", and has determined
that the Development Agreement is in the best interests of the City of Weston and its
citizens; and

WHEREAS, the City Council desires to approve the Development Agreement
governing the future development of the Land and would direct the Mayor to execute the

Development Agreement on behalf of the City and the City Secretary to file a copy of the
fully executed Development Agreement in the real property records of the County.

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF WESTON, TEXAS:

SECTION 1.

That the Development Agreement, attached hereto and incorporated herein as
Exhibit "A” to this Resolution, is hereby in all things approved. A copy of the Development
Agreement shall be kept on file with the Office of the City Secretary.

SECTION 2.

That the Mayor of the City of Weston is hereby authorized to execute the

Development Agreement and the City Secretary is directed to file a copy of the fully

executed Development Agreement in the Collin County property records.
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SECTION 3.
That this Resolution shall be effective on and from its date of passage indicated
below and it is so resolved.

/
RESOLVED AND ENTERED this the /< é i::'a‘_»,ur of f/;f{,‘fm;ﬁf , 2005.

CITY OF WESTON
"'fx Z:{u. \' -' LS P i-’:.. .f':

Patti Harnngtcn MM”DR
ATTEST:

Jr M&// / ﬁéﬁ/

City Secretary
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DEVELOPMENT AGREEMENT
(City of Weston — The Parks of Honey Creek Project)

This Development Agreement (this “Agreement”) is made and entered into by and
between the City of Weston, Texas, a municipal corporation (the “Municpdity’), and Honey
Creek Partners, L.P., a Texas limited partnership and Weston Land Ltd, a Texas limited
patnership (collectively, the “Owne”) to be effective the 13" day of December, 2005 (the
“Effective Dae”).

WHEREAS, the Municipdity is a type A generd lawv municipdity located whally within
Collin County, Texas (the “County”), with an edimated population as of the Effective Dae of
less than 5,000; and

WHEREAS, the Owner is a Texas limited liability corporation, whose principd office is
located in Addison, Ddlas County, Texas, and

WHEREAS, Owne and Municipdity are individudly referred to as a “Party” and
collectively asthe “Parties’; and

WHEREAS, the Owner owns 1,611.83 acres of land, more or less, located wholly within
Coallin County, Texas, as more paticulaly illusrated in Exhibit “A” attached hereto and
incorporated herein for al purposes (the “Property”), and Owner proposes to develop the
Property into a master planned mixed use community to be known as “The Parks of Honey
Creek” (the “Project”); and

WHEREAS, approximately 1,554.13 acres of the Property (the “ETJ Tracts’) are located
wholly within the extrateritorid jurisdiction (“ETJ’), as such term is used in Chapter 42, Loca
Government Code, of the Municipdity, and are more particularly described by metes and bounds
in Exhibit “ B-1" attached hereto; and

WHEREAS, approximatdy 57.70 acres of the Property (the “In-City Tracts’) are located
wholly within the corporate boundaries of the Municipaity, and are more particularly described
by metesand boundsin Exhibit “ B-2" attached hereto; and

WHEREAS, a portion of the Property is located within water Certificate of Convenience
and Necessity (“*CCN”) No. 12330 issued to the Weston Water Supply Corporation (the “Weston
WSC”); however, only a smdl portion of the Property is currently served by the Weston WSC,;
and

WHEREAS, no portion of the Property is located within a sawer CCN; however, the
Municipdity has filed an gpplication with the Texas Commisson on Environmenta Qudity (the
“TCEQ”) for the issuance of a sewer CCN to include the area within the Municipdity’s current
corporate boundaries and the Property (the “ Sewer CCN”); and
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WHEREAS, the Propety is located within the planning area of (8 the North Texas
Municipd Water Didrict (the “NTMWD”), which is the wholesde treated water and wastewater
treatment service provider to the area of the Municipdity and Property, and (b) the outer limits
of the Greater Texoma Utility Authority; and

WHEREAS, the Municipdity has approached Coallin Grayson Municipd Alliance (the
“Alliancg’) about purchasing wholesde trested water through an existing water supply contract
between the Alliance and NTMWD; and

WHEREAS, the County has congructed, owns, and maintains certain roads located
within he ETJ Tracts, as well as certain roads that are located outside of the ETJ Tracts and the
Municipdity, and certain improvements thereto will be necessary for and benefit the Property;
and

WHEREAS, the County currently provides directly or indirectly certain essentid public
sarvices, conggting of police, fire protection, and emergency services in the area comprisng the
ETJ Tracts, and

WHEREAS, the Owner desires to develop the Property as a master planned mixed use
community represented initidly by the concept plan (the “Concept Plan”) shown on Exhibit “C”
attached hereto and incorporated herein for al purposes; and

WHEREAS, the Owner has agreed to impose certain redrictive covenants upon the
Property and to take other actions as set forth herein to optimize the longevity of the Project as a
viable development; and

WHEREAS, the Municipdity is agreegble to the Property being developed as a master
planned community within its corporate boundaries on the terms as set forth herein; and

WHEREAS, the Municipdity has further agreed to approve the Concept Plan, approve
find plats of the respective development phases in accordance with such Concept Plan, and to
take other actions to effectuate the Concept Plan for the benefit of Owner, the end use owners of
the lots within the Property and the public; and

WHEREAS, the Parties agree to provide for the annexation of the ETJ Tracts into the
Municipdity’s corporate boundaries and, subject to the terms and provisons of this Agreement,
the Owner has determined to submit on a voluntary basis the petition and other documentation
necessary to accomplish such annexation under Chapter 43, Local Government Code; and

WHEREAS, the Owner desires to creste one or more conservation and reclamation
digricts pursuant to Article XVI, Section 59 of the Texas Condtitution within the corporate limits
of the Municipdity to include dl of the Property to provide for water, sanitary sewer, drainage,
and road infrastructure to serve the Property; and

WHEREAS, the Owner intends to petition the County for the creation of a fresh water
supply digrict (the “Origind FWSD’) to include dl of the Property, and theresfter, upon the
terms and conditions as st forth herein, to provide for the divison of the Origind FWSD into
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additiona resulting fresh water supply didricts within the Municipdity’s corporate limits by
means of a series of digtrict divison eections pursuant to Chapter 53, Texas Water Code; and

WHEREAS, in the dternative, the Owner, a its eection, may petition the TCEQ for the
cregtion of one or more municipd utility didricts (the “Origind MUD” or the “Origind
MUDS’) or a water control and improvement digtrict (the “Origind WCID”) to include dl of the
Property, and thereafter, upon the terms and conditions as set forth herein, to provide for the
divison of the Origind WCID into additiond water control and improvement didricts within the
Municipdity’s corporate limits by means of a didrict divison eection pursuant to Chepter 51,
Texas Water Code; and

WHEREAS, the Origind FWSD, the Origind WCID, and any Origind MUD are
hereinafter referred to as an “Origind Didrict”, and a didrict resulting from the divison of the
Origind FWSD or the Origina WCID are hereinafter referred to as a“Resulting Didrict”; and

WHEREAS, an Origind Didrict and any Resulting Didrict are sometimes hereinafter
referred to individudly as“Didrict” and collectively as “Didricts’; and

WHEREAS, subject to the terms and provisons of this Agreement, the Municipdity has
agreed to consent to the creation of an Origind Didrict and each of the Resulting Digdtricts to
include the Property within its corporate boundaries and such other additional property as may be
annexed into a Didrict with the consent of the Municipdity (which consent shdl not be
unreasonably withheld, conditioned or delayed) based upon certain conditions set forth herein;
and

WHEREAS, the Paties have determined that the Municipaity would be the entity best
suited to serve as the retall treated water provider and the retail sewer provider to the Property;
and shd| reasonably cooperate to achieve the Municipality’ slegd designation as such; and

WHEREAS, the Owner recognizes the need for a water supply and distribution system
and wastewater collection and trestment system to provide an adequate supply of trested water
and wastewater trestment; and a need for an adequate system of roads within and to provide
access to and egress from the Property on a dependable basis; and

WHEREAS, the Municipdity has recognized a public need to protect the scarce supply
of water and water qudity within its corporate limits and its extraterritoria jurisdiction, and the
Municipdity desres to effectuate the condruction and its ultimate acquistion of water and
wadewater facilities to serve the Municipdity, including the Property, as well as provide for a
sysem of roads (the adequacy of dl such facilities and roads to serve the Property shdl be
caculated by the Municipdity’ s engineer based upon data provided by Owner’s enginesr); and

WHEREAS, the parties further recognize the need to provide for certain essentid public
sarvices for the Project, including police protection, fire protection and emergency service, and
solid waste management; and

WHEREAS, subsequent to creation and subject to conducting of necessary dections, the

Didricts will be authorized: (a) to acquire, construct, and finance water supply and digtribution
feacilities and wadtewater collection and trestment facilities, and convey ownership thereof to the
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Municipdity; (b) to acquire, condruct, finance, operate, and maintain a system of roads and road
improvements, including drainage facilities () to acquire, condruct, and finance a fire
department and emergency medicad services, and (d) to perform other functions, including solid
waste management and peace officer services, and

WHEREAS, it is the express intent of the Municipaity and the Owner that, upon its due
cregtion, the Origind Didrict, and each Reaulting Didrict will become a Paty to this
Agreement, and the Municipaity’s consent to the credtion of an Origind Didrict is expresdy
subject thereto; and

WHEREAS, subject to the terms and conditions hereof, the Owner has agreed that
Owner and each Didrict will provide for the design, condruction, inddlation, and financing of
water supply and digtribution and sanitary sewage collection and trestment facilities and certain
roads and related drainage facilities which will serve the Property as described in Articles V' and
VI herein below; and

WHEREAS, the design, condruction, ingalation, and financing of such facilities will be
made in phases within each Didrict. Each Didrict will issue its bonds to acquire such utility and
road improvements and reimburse the Owner for its expenditures rdative to the acquisition and
condruction thereof, and will convey same to the Municipdity. Because each Didrict will
assume the financia respongbility of the Municipdity to provide water, sanitary sewer, and
dranage fadlities and roads and road improvements to the Property within the Municipdity,
each Didrict dedres to receve payments from the Municipaity, which payments shdl be gpplied
solely to the debt service requirements of the bonds to be issued by each Didrict for such water,
sanitary sewer, and drainage faciliies and roads. The Municipdity is amenable to such
arangement and acknowledges that the financid commitments of the Owner and the Didricts
bendfit the Municipdity generdly, as wel as the land within each Digtrict’s boundaries, promote
continuing and ordely economic deveopment within the Municipdity, and dlow the
Municipality to secure a superior long term source of water supply and waste trestment service
and/or facilities and roads without the Municipdity being obligated to expend its own funds or
issue its own bonds for such purpose; and

WHEREAS, the Owner has represented to the Municipdity that Owner and, to extent
permitted by law, the Didricts will paticipate in financing or providing for certain essentid
public services for the Project, including peace officer services, fire protection and emergency
sarvices, and solid waste management; and

WHEREAS, the Paties have the authority to enter into this Agreement including, but
not limited to, the authority granted by Section 212.172, Loca Government Code, Section
402.014, Local Government Code, Section 257.003, Transportation Code, Chapters 791 and
1471, Government Code, and Chapters 30, 49, and, where applicable, 51, 53, or 54, Texas Water
Code.

NOW THEREFORE, for and in condderation of the above recitds and the terms,

conditions and agreements dated in this Agreement and other good and vauable consderation,
the receipt and sufficiency of which are hereby acknowledged, the Parties agree as follows:
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Articlel. Purposes, Term and Consideration.

1.01 Purposes. The Paties desre to enter into this Agreement to provide for the
development of the Property on a mutualy acceptable bass, and making provisions for the water
and wastewater fadlities (the “Ondte Utility Fadilities’) and roads, roadway improvements, and
rlaed drainage (the “Ondte Roads’) to be located on the Property (collectively, “Ondte
Infragtructure”).  The term “Ongte Roads’ shdl dso include any County roads (including,
without limitation, al rights-of-way associated therewith) currently located within the Property
that may be conveyed to the Municipdity by operaion of law upon annexation of the Property,
and the reconfiguration and relocation (in whole or in part) of such County roads to the extent
required in order to conform with the Concept Plan. It is the further purpose of this Agreement
to provide for paticipation in the funding of congdruction of certain improvements located offste
necessary to bring wholesde water and wastewater service to the Property (the “Offdte Utility
Fadlities’), as well as the congruction of improvements to certain County roads (collectively,
“Offdte Road Improvements’) as determined in Artide V hereinbdow (the Offsite Utility
Fecilities and Offdte Road Improvements, collectivey, “Offgte Infragructure’) (Ongdte
Infrastructure and Offgte Infrastructure, collectively “Infrastructure’) to the extent such Offdte
Infrastructure is reasonably necessary for development of the Property and does not exceed the
dandards sat forth herein.  The Offdte Utility Facilities shdl condst of the following proposed
fadlities high sarvice pump dation and trunk water transmisson ling ground and eevated
water dorage facilities; wastewater trestment plant or other facilities approved by the Parties,
and mgor gravity trunk sewer lines that connect directly to the wastewater trestment plant or
other facilities gpproved by the Parties. It is the intent and purpose of the Parties, pursuant to the
terms and provisons of this Agreement, to agree on the development of the Property, provison
of Infradtructure, the provison of utility and other essentiad public services, and the other
following specific issues st forth herain.

1.02 Consderation. The covenants of, benefits to, and performances by, the Parties set
forth in this Agreement, the payments by the Parties provided herein, and the mutua promises
expressed herein, are good and vauable congderation for this Agreement, the suffidency of
which is hereby acknowledged by the Parties.

1.03 Initid Term

@ The initid term of this Agreement shdl be fifteen (15) years from the Effective
Date (the “Initid Term’).  Notwithstanding the foregoing, however, in the event that the
Property is not finaly annexed into the corporate boundaries of the Municipdity as contemplated
in Article 1ll bedow on or before December 31, 2006, this Agreement shdl automaticaly
terminate in al respects and dl Parties shdl be relieved of any and dl liability or obligation
hereunder. Each Party agrees to execute such further documents or instruments in recordable
form as may be reasonably requested from time to time by the other Paty to evidence the
termination of this Agreement pursuart to this Section 1.03(a).

(b) Within gx (6) months from the Didrict Cregtion Date (hereinafter defined) the
Owner shdl convey no less than 3.6 acres to Municipdity pursuant to Section 2.02 herein below.
In addition, the Owner shdl diligently proceed in good fath to complete the following actions
(collectively, “Owners Obligations’):
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@ secure Municipdity’s gpprovd of the “find pla” of the initid 150 lots
within the Property;

(i) dedicate an amount of land within the “find plat” of the initid 150 lots
within the Property for open space and park purposes in conformance with
the Concept Plan;

(i)  initiate Didrict condruction of the initid phase of the WWTP (hereinafter
defined) or enter into a binding financia guarantee with the Didrict in a
form reasonably acceptable to the Municipdity for payment therefor; and

(iv)  initiate Didrict acquigtion of retall water service sufficient for at leest 150
lots within the Property or enter into a binding financid guarantee with the
Didrict in a form reasonably acceptable to the Municipdity for payment
therefor.

(© On January 15, 2006, and on each July 15 and January 15 theresfter until such
time as Owner has fully performed Owner’s obligations, Owner shal issue a written report to
Municipdity regarding the status of performance of each of Owner’s Obligations.

1.04 Subsequent Terms. In the event that (&) construction of al Infrastructure has not
been completed, and (b) al persons who provided funds for the congruction of such
improvements on behdf of the Didricts have not been fully rembursed for dl digible
expenditures from bonds issued by the Didricts or from funds provided by the Municipdity, as
of the expiration of the Initid Term, then the term of this Agreement shdl be extended for an
additiond fifteen (15) year term (the “Firgt Subsequent Term”).  Similarly, in the event that the
conditions sat forth in (&) and (b) of this Section 1.04 have not been satisfied as of the expiration
of the Firs Subsequent Term, then the term of this Agreement shdl be extended for a third and
find fifteen (15) year term (the “Find Subsequent Term”).

Articlell. Development Plan; Building Permits.

201 Pamitted Land Use and Maximum Dendties. The lig of permitted land use
categories gpplicable to the Property and maximum development dendty permitted for each use
as st forth on the Concept Plan, as the same may be amended pursuant to Section 2.03(b) below,
shdl goply a dl times during the terms of this Agreement. The initid dlocation of permitted
land uses across the Property is shown on a “parced” bads on the Concept Plan. It is
acknowledged and agreed by the Parties that while the sze, configuration, and location of a
parcdl may be adjusted as the Property is platted, the list of permitted land use categories and the
maximum development densty permitted for each use as st forth in the Concept Plan may not
change except pursuant to Section 2.03(b) below.

2.02. Dedgnaion of Public Aress. The Concept Plan aso designates open spaces
coordinated throughout the Property. Open spaces, park areas, and school sites shal contain no
less than 250 acres within the Project, less any portion thereof necessary for road right-of-way or
other public use. Such open space shal be dedicated in phases as the Property is findly platted
by the Owner. A proposed fina plat for each phase of the Project shdl include an amount of
open space in conformance with the Concept Plan. Land located within the flood plain shal be
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consdered as qudified “open space” for purposes of satisfying the aforementioned 250 acre
requirement and shal be included in open space cdculations. Ownership of open spaces and
park areas shdl be dedicated to one or more public improvement digtricts (“PID” or “PIDS’) to
be created by Municipdity to include the Property pursuant to Chapter 372, Loca Government
Code, for the use and enjoyment of the general public. The PIDs shdl be responsble for the
maintenance and upkeep of al open spaces and park areas dedicated for the use and enjoyment
of the generd public. The Owner shdl convey to the Municipdity 3.6 acres of land as shown on
the Concept Plan and as more particularly described on Exhibit “D” attached hereto and made a
part hereof, for the location of certain municipa facilities, subject to (a) the creation of redtrictive
covenants limiting the use of such portion of the Property for certan stated municipd functions
only, and providing that any improvements condructed thereon will be conssent and
harmonious with the architecturd theme of the Project, and (b) the time period during which
congruction and completion of the municipd faciliies must be commenced and completed in
association with resdentia congtruction.  The 3.6 acres shal be gifted by Owner a no cost to the
Municipdity, and Owner shal bear any and dl associated costs and expenses in connection with
the City’s acquidtion of such 3.6 acres of land incdluding, but not limited to, any title insurance
premiums for any title policy desired by the Municipdity, any cost for any survey desred by the
Municipdity, any recording fees, norma and customary proration of taxes and the agreement by
the Municipdity to assume, be soley responsible for, any and al rollback taxes attributable to
the 3.6 acres of land and to indemnify and hold Owner harmless therefrom.

2.03 Goveaning Reguldions.

@ Development of the Property shdl be governed by: (i) the Concept Pan; (ii) the
Municipdity’s Subdivison Ordinance as identified on Exhibit “E” attached hereto, as amended
by the provisons of Sections 205 and 2.07 bedow and Exhibit “H” attached hereto (the
“Amended Subdivison Regulaions’); (iii) the Municipdity’s Zoning Ordinance as identified on
Exhibit “F” attached hereto, as amended by the provisons of Sections 2.05 and 2.07 below and
Exhibit “H” attached hereto (the “Amended Development Regulations”); (iv) the Municipdity’s
building and technica condruction codes, as identified on Exhibit “G” attached hereto, as
amended by the provisons of Sections 2.05 and 2.07 below (the “Amended Building Codes’);
and (v) congruction plats and find plats for portions of the Property that are gpproved, from time
to time, by the Municipdity (the “Approved Plats’). The Concept Plan, Amended Subdivison
Regulations, Amended Development Regulations, Amended Building Codes, and Approved
Plats shdl herenafter be referred to collectively as the “Governing Regulaions.” Development
of the Propety shdl be governed exclusvely by the Governing Regulatiions, which may be
amended with respect to the Property without the prior written consent of Owner.
Notwithstanding the foregoing, those provisons of the Governing Regulations that may not be
amended by the Municipdity without the prior written consent of the Owner are specificaly st
forth in Sections 2.05 and 2.07 below and in Exhibit * H” attached hereto.

(b)  Subject to Section 2.03 (@), which shdl be contralling in al events, the following
shll apply:

0] No change in the Concept Plan that requires a change in zoning didtrict,
goecific use permit, specid exception, or variance to the technicd
requirements of the zoning ordinance, shdl be approved except in
accordance with the provisons of the Amended Development
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Regulaions.  Any gpplication for a change in zoning digrict standards
other than a request for a variance from the Municipdity’s Board of
Adjugment will ultimately indude condderation and action by the
Municipdity’s City Council.

(i) No change in the Concept Plan hat requires a minor plat, amended plat,
vecding pla, preiminary or find plat, devdopment plat, or replat, shal
be approved except in accordance with the Amended Subdivision
Regulations.  An gpplication for a change from subdivison standards will
utimady incdude condgderdtion and action by the Municipdity’s City
Coundil.

(i) The Owner agrees that the reasonableness of discretionary decisions by
the Municipdity’s advisory, quas-judicid, and legidative bodies, as they
rdlae to agpplications for amendment to land use and development
regulations sat forth herein, shal be governed by datutory and case law
goplicable to zoning, plating and regulatory adminigration ingde the
Municipdity’slimits

(© Devdopment of the Propety shdl adso be subject to ordinances that the
Municipdity is required to adopt, from time to time, by State or federa law; provided, however,
if such date or federd laws dlow the Municipdity to grant exemptions to such laws for which
the Property qudifies, then the Property shdl be exempt from such laws and the Municipdity
ghall take dl action necessary to evidence such exemptions. Notice of any ordinance required by
date or federd law shdl be given to Owner (together with a full-text copy of the proposed
ordinance) and shdl be conspicuoudy posted for sx months prior to its effective date (with full-
text copies avalable for didribution) in the Municipdity’s office where building permits are
cusomarily issued. Unless otherwise specificaly provided by date or federa law, the effective
date of any such ordinance shdl be sx months after the Municipdity gives written notice of the
ordinance to Owner. Any such ordinance shal only apply to prdiminary plans filed with the
Municipdity after the effective date of the ordinance.  Notwithstanding the foregoing, however,
nothing in this section conditutes a waver of Owner’s right to cam that Municipdity's
ordinance required by date or federd law: (A) does not apply to the Property based on the
“vested rights’ of Owner, whether such rights arise under Chapter 43, as amended, or Chapter
245, as amended, Texas Loca Government Code; (B) does not apply to the Property based on
any other legd or equitable theory, whether based on exigting or future common-law or state or
federd datutes, or (C) such application would condtitute an illegd exaction or a “taking” without

compensation.

(d) To the full extent permitted by law, the Municipdity agrees to teke dl actions
necessary to effectuate the land use and development of the ETJ Tracts after its annexation and
the InCity Tracts in accordance with the Concept Plan, induding the amendment of its
Comprehendve Plan and Amended Devel opment Regulations.

2.04 Building Permits Except for the temporary manufactured housng permitted by
Section 2.05, building permits shal be required for each habitable sructure congtructed within
the Propety and no dructure shdl be occupied until a building permit is issued. Building
permits shal be issued by an independent, certified and licensed inspector hired and paid for by
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the Municipdity (unless and until the Municipdity dects to bring such function “in-house’
pursuant to Section 2.05); provided, however, tha payment of building permit fees shdl be the
respongbility of the permit gpplicant. The inspector (whether independent or “in-houseg’) shdl
respond to an gpplication for a building permit within thirty (30) days from the date of filing.
The ingpector shal provide monthly written status reports to Owner, the Municipdity, and the
goplicable Didrict gating the number of gructures (identified by address) for which congtruction
began, and the number for which certificates of substantial compliance were prepared, during the
preceding week. Records of dl ingpections shdl be mantaned by the ingpector, and such
records shdl be avalable for copying by Owner, the Municipdity, and the applicable Didrict
during normd business hours. In the event any ingpection results in the “red-tegging” of a
structure for non-compliance and the builder/permittee fals to correct the non-compliance, the
Municipdity may enforce compliance and prevent the occupancy of the structure until the falure
has been corrected to the reasonable satisfaction of the inspector (and al costs and expenses
incurred by the Municipdity in connection with such enforcement action shal be pad by the
responsible builder/permittee).

The fees for building ingpections shdl not exceed the actua cost charged by the
ingpector, plus the amount of $50.00, which amount reasonably compensates the City for the
adminidrative expenses incurred to adminiger the permit. The Municipdity agrees to negotiate
in good fath with the ingpector to ensure tha the building ingpection fees to be charged by the
ingoector shdl be reasonable, consstent with industry standards, and competitive with fees
charged by other inspectors within the same service market.  The Owner shal have the right to
request the designation of additiond building inspectors in the event that the then current
ingpector is unable to process the building permit gpplications and perform inspections on a
timely bass or for the cause. The additiond independent contractor/inspector shal be a firm
mutually acceptable to the Parties. The Municipdity reserves the right a dl times to terminae
its contracts for building ingpection sarvices, and bring such function “in housg’. In this event,
the Municipality has sole discretion to hire employees of its choosing.

2.05 Temporary Manufactured Hous ng.

@ A maximum of five (5) HUD-cetified manufactured homes (“Manufactured
Housng’) within each Didrict are permitted a any given time as necessaxy for the creation and
adminidgration of each Didrict. Owner will notify the Municipdity at least 45 days prior to the
inddlation of each unit of Manufactured Housng. The Owner agrees tha location of
Manufactured Housing on the Property will be temporary and removed from a Didrict as
provided in subsection (b) bdow. The Governing Regulaions (including the plat approvd
process) do not apply to the Manufactured Housing authorized by this section.

(b) The inddlaion of HUD-certified manufactured homes within Property shal be
subject to the following:

() The Owner and occupats of the above-referenced HUD-certified
manufactured homes must not engage in or permit the open dorage of
materials on the Property. For the purposes of this Section 2.05, the open
dorage of “materiads’ includes, but is not limited to, any abandoned motor
vehicle, ice box, refrigerator, stove, glass, building materid, tralers
mobile machinery, equipment, building rubbish, weeds, dead trees, trash,
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and garbage. The prohibition on open storage shal apply regardless of
whether the materids are visble from a public right-of-way. Screening of
the materids shdl only be permitted in accordance with the provisons of
Section -105 of the Amended Development Regulations.

(i) Each HUD-certified manufactured home to be ingadled must be new and
without previous occupant(s). HUD-certified manufactured homes shal
not be relocated within the Property and dl replacement or additiond
HUD-certified manufactured homes necesstated for the creation and
adminigration of the Didrict shdl be new and without previous
occupant(s).  Notwithstanding the foregoing, the Owner may ingdl
previoudy occupied HUD-cetified manufactured homes of like-new
condition with the prior written consent of the City Adminidrator or
Mayor of the Municipdity, or their desgnated representative, which
consent shal not be unreasonably delayed or withheld.

@it)  Owner shdl use commercidly reasonable efforts to actively encourage the
use of exiding permanent foundation single family resdences owned by
Owner, when such homes are located within the gpplicable Didrict or
Didricts, in lieu of ingdling HUD-cetified manufactured homes. In
addition, Owner shdl use commercialy reasonable efforts to encourage
the cohabitation/sharing by potentid Didrict board members of HUD-
catified manufactured homes within each Didrict to minimize the number
of such homes.

(iv)  The location of each of the HUD-cetified manufactured homes shdl
require the prior written consent of the City Administrator or Mayor of the
Municipdity, or their desgnated representative, which consent shdl not
be unreasonably delayed or withheld. The City Adminigtrator or Mayor
ghdl condder the location of exiding utility infrastructure and roads as
wel as the need for HUD-cetified manufactured homes within esch
Didtrict crested.

(v) Owner and/or occupant shal landscape each lot or group of lots
containing HUD-ceatified manufactured homes and shdl a dl times
mantan the following minimum landscaping levds while a HUD-
certified manufactured home remains on the lot. All landscgping shdl be
drought tolerant and shdl include:

A. Planting drought tolerant grass to provide coverage for the entire lot
with the exception of the portion of the ot not included in driveway,
parking areaor within footprint of resdence;

B. Ingdling a least one “Canopy” tree, a minimum of four caliper inches
in diameter when measured twelve inches above grade, within the
required front yard setback. A Canopy tree shdl be limited to the
following trees. Eastern Red Cedar, Bad Cypress, Bur Oak, Chinese
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Pistache, Lacebark EIm, Pecan, Shumard Oak, Southern Live Oak, and
Texas Red Oak;

C. Landscaping twenty percent of the lot usng bushes, shrubs and/or
trees, a least forty percent of which must be ingaled within the front
yard setback;

D. Inddling a living screen a leest 9x feet (6') in height within the front
yard setback to partidly screen the HUD-certified manufactured home
from view from the public rignt-of-way. The living screen shdl be
mantained in such a manner to reasonably promote the intended
screening of the HUD- certified manufactured homes, and

E. Where water pressure is aufficent an irrigation sysem sufficient to
maintain the required landscgping will be provided to encourage the
hedlth and growth of the required planting e ements on the lot.

F. Where water pressure is insufficient to serve an irrigation system, the
Owner and/or occupant of the HUD-certified manufactured home shdl
ensure tha dl landscaping is manudly watered to mantain proper
hedth and growth. Any landscaping that does not survive during the
period in which a HUD-certified manufactured home is located on the
lot must be replaced within thirty (30) days of such event. Any
replacement landscaping must mest the minimum requirements st
forth herein.

G. Regardless of whether a HUD-cetified manufactured home remans
on the lot, the Canopy tree required herein must not be destroyed.
Owner may, however, relocate the tree to a different location within
the Property. All other landscaping requirements set forth in this
subparagraph (b) (other than the canopy tree requirement which shall
expredy survive) shdl automeicaly terminate and be of no further
force or effect with respect to any lot on which a HUD-cetified
manufactured home is located when the HUD-certified manufactured
home is removed from such lot.

H. All landcaping shdl comply with the vishility dandards of the
Amended Deveopment Regulaions and must be fully ingdled prior
to the occupancy of a HUD- certified manufactured home.

(vi) A HUD-catified manufactured home inddled pursuant to this section
must be removed from the Property within sixty (60) days from the date
on which the last remaining occupant ceases to serve on the board of
directors of the gpplicable Didtrict.

2.06 Fees and Charges. Except to the extent otherwise specificaly set forth esewhere
herein, development of the Property will be subject to the payment to the Municipdity of al fees
and charges cusomarily applicable to the filing with, and review and gpprovd by, the
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Municipdity of condruction plats and find plas and to the review and gpprovd by the
Municipdity Engineer of engineering plans, as defined in the Amended Subdivison Regulations
(collectivey, the “Municipdity Fees’). The Municipdity Fees shdl be adopted by ordinance or
resolution and shal not exceed the same or smilar fees charged to develop property within the
Municipdity’s corporate limits. The Municipdity Fees may be amended, from time to time, so
long as the changes goply uniformly to the devdopment of property within the Municipdity’s
corporate limits.  All Digrict Ondte Infrastructure constructed pursuant to Municipdity-accepted
engineering plans shal be ingpected as required by the rules of the Texas Commisson on
Environmentd Qudity (“TCEQ”) so that the costs and expenses paid or incurred by Owner in
connection with such condruction will be remburssble to Owner from bonds issued by the
Didricts. The engineer for each Didrict shdl perform such inspections and file copies of its
reports with the engineers of the Municipdity for its review and comment. The engineer for the
Municipdity shdl bill the Municipdity on a “time and maerids’ bass and such fees and
expenses shdl be included within “Municipdity Fees’. The Municipdity Fees shdl not include
any impact fees (or other amilar capitd recovery fees, charges, or assessments of any kind)
payable in connection with the devdopment of the Property unless the Municipdity pays for
capitd improvements or fadlity expansons that are necesstated by or attributable to the
development of the Property, in which case the Municipaity may adopt impact fees to recover
such costs in accordance with Chepter 395 of the Texas Locd Government Code. The
Municipdity Fees shdl be the only fees or charges pad to the Municipdity in connection with
the development of the Property.

2.07 Director/Supervisor Qudifying Lots. Notwithstanding any other provison of this
Agreement to the contrary, the conveyance, from time to time, by metes and bounds or otherwise
of any portion of the Property to any person for the purpose of quaifying such person to be a
member of the Board of directors/supervisors of the Didrict shdl not be considered a subdivison
of land requiring aplat or otherwise requiring the gpprova of the Municipdlity.

Articlelll. Voluntary Annexation of the ETJ Tracts.

3.01 Annexation In contemplation of the agpprovd and execution of this Agreement
by the Paties, on a voluntary bass, the Owner has heretofore submitted petitions (the
“Annexaion Pditions”) to the Municipdity requesting the annexation of the ETJ Tracts into the
corporate boundaries of the Municipdity. The Owner acknowledges and agrees that it has
submitted the Annexaion Petitions to the Municipdity on a voluntary bass. The Owner and
Municipality acknowledge and agree tha as of the Effective Date hereof dl of the ETJ Tracts are
located within the Municipdity's ETJ. Upon the Effective Date hereof the Owner and the
Municipdity shall proceed with the annexation of the ETJ Tracts into the Municipdity’s
corporate limits. The Parties shal cooperate in good fath with each other in such annexation
process, including, but not limited to, the execution by the Owner and the Municipdity of such
further documents or instruments as may be reasonably requested from time to time by ether
party to properly effectuate such voluntary annexation.

3.02 Annexation Service Plan The parties agree that this Agreement shal serve as the
savice plan (the “Annexation Service Plan”) that provides for the extenson of full municipa
sarvices to the ETJ Tracts meeting the requirements of Section 43.065 of the Loca Government
Code. The parties further agree that the services and infrastructure to serve the ETJ Tracts to be
provided by the Owner are undertaken voluntarily. The parties acknowledge that this Agreement
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was negotiated at the public hearings held under 43.065 of the Local Government Code, that this
Agreement represents the mutua underdanding of the parties with respect to the matters
contained herein, and that no provision of any service has been deeted.

The City Council of the Municipdity finds and determines tha this proposed Service
Pan will not provide any fewer services, and it will not provide a lower leve of service in the
area proposed to be annexed than were in existence in the proposed area a the time immediately
preceding the annexation process.

Becaue of the differing characteristics of topography, land utilization and population
densty, the sarvice levels which may ultimately be provided in the newly annexed area may
differ somewhat from services provided other areas of the Municipdity. These differences are
specificdly dictated because of differing characterigics of the propety and the Municipdity will
undertake to perform consstent with this Agreement so as to provide the newly annexed area
with the same type, kind and qudity of service presently enjoyed by the citizens of the
Municipdity who reside in areas of Smilar topography, land utilization and population.

The City Council of the Municipdity hereby finds, declares and determines that the
acquistion and condruction of capitd improvements necessary for providing municipa services
adequate to serve the Roperty shal be accomplished by purchase, lease or other contract with, or
by succeeding to the assets of, the Didtrict.

3.03 Disannexation In the event that Owner is unable to secure an order creating an
Origind Didgtrict by December 31, 2006, from ether () the County Commissioners Court, or (b)
the TCEQ, the Municipdity undersands and acknowledges that the Owner consents to and shall
not oppose the disannexation of the Property from the Municipdity’s corporate limits pursuant to
Section 43.144 of the Locd Government Code. In addition, the Municipdity agrees that it shal
adopt the ordinance discontinuing the Property as a pat of the Municipdity not later than
January 15, 2007.

In this regard, the Municipdity hereby finds, determines, and declares that each of the
parcels that comprise the Property meets dl of the characteristics set forth in Section 43.144,
Loca Government Code. It is the express intent of the Parties that the Property not be included
within the Municipdity’s corporate limits should the creation of the Origind Didrict not occur
by December 31, 2006.

Upon the disannexation of the Property pursuant to this Section 3.03, this Agreement
ghdl autometicdly terminaie in dl respects and dl Paties shdl be rdieved of ay and dl
ligbility or obligations hereunder.

ArticlelV. Special District Creation Matters.

4.01 Origind Didrict Cregtion In contemplation of the annexation of the ETJ Tracts
by the Municipdity, the Owner intends to submit a Petition for Consant to the Creation of an
Origind Didrict to the Municipdity (the “Consent Petition”) to include the Property.
Immediately subsequent to the Municipdity’s adoption of the ordinance annexing the ETJ
Tracts, the Municipdity shal adopt an ordinance consenting to the creation of an Origind
Didrict (the “Didrict Consent Ordinance’) within its corporaie boundaries subgantidly in the
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form atached hereto as Exhibit “1” to include the Property. The conditions to the
Municipaity’s consent to the creation of an Originad Didrict are sat forth in such ordinance. The
Municipdity’s consent to the creation of an Originad Didrict shdl not be withdravn or modified,
and no further action by the City Council of the Municipdity shdl be required to evidence such
consent.  Upon demondtrated compliance with Section 4.02 of this Agreement, the Municipaity
shdl cooperate in good fath with Owner in the continued exisgence of an Origind Digtrict
incduding, but not limited to, the execution by the Municipdity of such further ordinances,
resolutions, documents, or indruments as may be requested from time to time by Owner, Callin
County Commissoners Court, an Origind Didlrict, the TCEQ, the Texas Attorney Generd, or
any othe governmentd agency or politicd subdivison having jurisdiction over an Origind
Didrict or any bonds issued by an Origind Didrict or any portion thereof. The Municipdity’s
consent to the creation of an Origind Didrict, as evidenced by this Agreement and the Didtrict
Consent Ordinance, is intended to fully satidfy dl requirements of the Loca Government Code,
Texas Water Code, and the TCEQ rules with respect to municipa consent for creation of a water
control and improvement didrict, fresh water supply didtrict or a municipa utility didrict within
the Municipdity’s corporate limits. An Origind Didrict shdl have the right to exercise dl the
rights, powers, and authority granted to it under the Congtitution and laws of the State of Texas
and of any gpplicable specid legidaion and under the rules of the TCEQ. In the event that the
Origind Didrict is created as a fresh water supply didtrict or a water control and improvement
digrict, such power and authority shal include the powers under Section 53.029 or 51.748,
Texas Water Code, as amended, respectively.  This Agreement, together with the adoption of the
Didrict Consent Ordinance will conditute the irrevocable and unconditiond consent of the
Municipdity to the cregtion of an Origina Didtrict and al subsequent Resulting Didtricts.

4.02 Joinder by Origind Didrict. Within 30 days from the date (“Didrict Creation
Date’) of the order of the Collin County Commissioners Court, or the TCEQ, as the case may be,
cregting an Origind Didrict and appointing its initid temporary board members, such Origind
Didrict shdl adopt and enter into a Joinder Agreement (the “Joinder Agreement”), subdantialy
in the form attached hereto as Exhibit “J”, by which it shal confirm and adopt the terms and
provisons hereof. Upon due agpprova and execution of the Joinder Agreement by the Origind
Didrict it shdl autometicaly become a “Paty” to this Agreement without any further action by
the Municipdity or Owner. An Originad Didrict shal provide a copy of the Joinder Agreement
to the Municpdity within 10 days from the date of Didrict goprovd thereof. Smilarly within
30 days from the date of the cregtion of any Resulting Didrict by divison dection conducted
pursuant to Section 53.029 or 51.749, Texas Water Code, each Resulting Didrict shal adopt and
enter into a Joinder Agreement, a copy of which shdl be provided to the Municipdity within 10
days from the date of Digtrict gpprova thereof.

4.03 Origind Didrict Dissolution The Municipdity acknowledges and agrees thet it
ghdl not dissolve an Origind Didrict or any Reaulting Didrict until (8 al Infrastructure planned
for dl phases of development within such Digtrict has been completed; and (b) dl persons who
provided funding on behdf of such Didrict for the acquistion and condruction of such
Infrastructure have been fully reimbursed for dl digible expenditures therefor from bonds issued
by such Didrict or the Municipdity has paid in cash to such persons dl amounts not previoudy
reimbursed for such dligible expenditures.

4.04 PID Creation. The Owner and Municipdity shdl cooperate in good fath with
eech other in the formation of one (1) or more PIDs as pat of the plan for providing certain
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essentid public services, the condruction and maintenance of certain amenities for the Project,
and, possbly, the congruction of certain roads or road improvements within the Property.
Accordingly, the Owner agrees to the execution and ddivery of such further documents or
ingruments as may be reasonably necessary to effectuate such plan, induding dl petitions and
supporting data necessary for the establishment of one (1) or more PIDs to include the Property
pursuant to Chapter 372, Loca Government Code.

ArticleV. Road Infrastructure Plan.

5,01 Gened. The paties recognize, acknowledge, and agree that efficient ingress and
egress and traffic management are important to the success of the Project and the hedth, safety
and wdfare of the current and future resdents of the Project and Municipdity. With this in
mind, the Concept Plan has been formulated to incorporate or otherwise be consstent with the
Municipdity’s Thoroughfare Plan, dated November 6, 2001, as amended by Exhibit “H”. The
Parties further recognize, acknowledge, and agree that there are certain County roads that will be
impacted by the Project; and that they agree to reasonably cooperate to address such impact on a
mutualy agreeable basis to the extent permitted by law.

5.02 Maintenance of Onste Roads. As of the Effective Dae, the ETJ Tracts contain,
or the Municipaity will otherwise annex, portions of CR170, CR171, CR206, and CR208 (the
“Annexed Roads’) as shown by the Concept Plan. Upon the annexation of the ETJ Tracts into
the Municipdity, by operaion of law the ownership and maintenance respongbility relating
thereto will be transferred to the Municipdity. The Municipdity and the Origind Didrict have
each found and determined that such roads benefit the Property and, therefore, the Municipdity
and Digrict.  The Concept Plan provides for the redignment of CR 170, CR 171, and CR 208
through the Project and, therefore, the Parties agree to reasonably cooperate in such effort. To
the extent that an Origind Didrict obtains the requiste authority under the Texas Water Code,
the Municipdity and Didrict shdl enter into an Interlocd Agreement pursuant to which the
Didrict shdl assume maintenance of the Annexed Roads, and provide for condruction of
mutualy agreed upon improvements for the redignment of CR 170, CR 171, and CR 208, and
dedication of reasonably required right of way. It is expresdy agreed and understood that until
such time as the Digrict may be dissolved by the Municipdity, it shdl be responsble for the cost
of maintenance of the Annexed Roads. Each year during the term hereof, the Municipaity and
Didrict agree to edtablish a mutudly acceptable annua budget for the mantenance of such
roads.

5.03 Improvement to Offdgte County Roads. The Parties agree to reasonably cooperate
with the County to identify improvements that will be needed to certain County roads located
outsde of the Property but that are determined by the Parties to be necessary and beneficia to
the anticipated phased development of the Property. To the extent that an Origind Didrict
obtains the requiste authority under the Texas Water Code, the Didrict shdl enter into an
Interloc Agreement with the County to paticipate to the extent permitted by law in the
acquidtion of the Offdte Road Improvements for the benefit of the County in support of the
anticipated phased development of the Property on a basis mutudly agreegble to the Parties, and
assign or convey such improvements to the County.

5.04 Onste Road Improvements. To the extent that an Origind Didrict obtains the
requiste authority under the Texas Waer Code, the Didrict shdl, to the extent reasonably
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commercidly feasble, acquire al of the public roads to be condructed within the Property
pursuant to the Concept Plan, and assign or convey such roads to the Municipdity.

5.05 Role of PIDs In the event that an Origind Didrict does not have the requisite
authority under the Texas Water Code, to acquire or reimburse a private party for roads or road
improvements and maintain same, the Parties agree to formulate a plan whereby a PID or PIDs
to be created to include the Property will finance the acquidtion, congtruction, and maintenance
of roads and road improvements within the Property.

ArticleVI. Utility Service Plan.

6.01 Generd. It b5 anticipated that development of the Project will occur in phases. It
is further anticipated tha other areas within the Municipdity’s corporate boundaries will aso
develop from time to time. Accordingly, it is understood and agreed that a reliable permanent
source of treated water supply and wastewater treatment will be needed by the Municipaity so
that utility capecities will be avalable a times and in amounts currently anticipated to be needed
to meet the requirements of the Project and other areas of the Municipdity as they deveop. It is
further recognized that as of the Effective Date, the Municipdity does not own any water supply
digribution facilities or wastewater collection or trestment improvements. However, the Parties
have agreed to reasonably cooperate to acquire and construct certain facilities, improvements and
permits (including, but not limited to, CCN's) for the Municipdity currently anticipated to be
necessary for the land within its corporate boundaries.

6.02 Wastewater Service.

(@ Retal Sevice. (i) The Municipdity has applied for the Sewer CCN to provide retall
sewer sarvice to the current area within the Municipdity and the Property. The Parties agree to
reasonably cooperate to secure the Sewer CCN and the Municipdity's desgnation as the
exclusve retall sawer service provider for the area within the Municipaity and the Property.
The Parties dso agree to provide for the congtruction of a wastewater treatment plant (“WWTP”)
with an initial phase of 300,000 gllons per day (“gpd’), and a final phase of 350,000 gpd. The
WWTP is currently proposed to be located approximately 1.6 miles east of the intersection of
FM 2478 and FM 170 at the intersection of FM 170 and Honey Creek. The Municipdity has
applied to the TCEQ for awaste discharge permit (“WWTP Permit”), and for the Sewer CCN.

(i) Pursuant to an “Agreement by and between City of Weston and Land Advisors,
LTD”, dated August 10, 2004 (the “Initid Developer Funding Agreement”), as subsequently
amended, the Owner has agreed to advance to the Municipdity al funds necessary for, among
other things, the preparation, filing, processing, and securing the issuance of the applicaions for
the WWTP Permit and Sewer CCN. Upon the creation of the Didtrict, the Rarties acknowledge
and agree that such funding obligation shal be assgned to and assumed by the Didrict. Further,
the Didrict shdl assume the responghility for the design and condruction of the WWTP on
behdf of the Municipdity in accordance with the process and procedures set forth in Article VII
hereof. Consequently, it is understood and agreed by the Owner and Municipdity that within 30
days from the Didrict Cregtion Date, the Owner and Didtrict shal enter into an Operating Cost
and Utility and Road Condruction/Acquidtion Fnancing Agreement (“Utility Infrastructure
Agreement”) substantialy in the form attached hereto as Exhibit “K”. The Parties acknowledge
and agree that the find form of the Utility Infrastructure Agreement will be revised to reflect the
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provisons of the Texas Waer Code pursuant to which the Origind Didrict was formaly
cregted, its Satutory authority and powers, and the facilities and improvements that it will
acquire and convey to the Municipdity, and County, if gpplicable Pursuant to the Utility
Infrastructure Agreement, Owner agrees to fund the costs of water, sanitary sewage, and
drainage facilities and roads and road improvements for the Property, and the Didtrict agrees to
acquire from Owner and reimburse Owner for such facilities and improvements for the benefit of
the Municipdity including, but not by way of limitation, the costs of securing the WWTP Permit
and Sewer CCN, as wdl as congruction of the initid phase of the WWTP, subject to the
dlocation of wastewater trestment capacity in the WWTP as st out in subparagraph (3)(iii)
below.

@)  The desgnated sanitary sewer capacity of the WWTP ultimaely permitted
pursuant to the WWTP Permit shal be dlocated asfollows:

(A) Hrd, cgpacity aufficent to save a maximum of 375 sngle-family
resdentid lots not within the Property but within the current corporate limits of the Municipdity
(in order to service both the exising sngle-family resdentid homes [“Exising Homes’] ad a
limited number of additiond sngle-family resdentid lots to be plaited within the portion of the
Municipdity commonly known as the exiding downtown aea) shdl be dlocated to the
Municipdity; and

(B)  Theredfter, dl remaining capacity of the WWTP shdl be dlocated to the
Property subject to the terms and conditions of the Utility Infrastructure Agreement.

(© In the event that any sanitary sewer cgpacity is needed by any other
property owner (other than Owner or its respective successors and assigns) in excess of the 375
sanitary sewer connections dlocated to the Municipdity pursuant to Section 6.02(a) (iii)(A)
above, such other property owner must obtain an amendment to the WWTP Permit (the “Permit
Amendment”) from TCEQ to permit additiond capacity beyond the then exiding permitted
capacity in order to provide same to such other property owner upon the other property owner’s
grict compliance with al requirements relating thereto at such other property owner’s sole cost
and expense.

(b) Future Wholesale Sarvice. In order to serve the ultimate needs of the Project and the
Municipdity, the Parties recognize and agree that it will be necessary for the Municipdity to
obtain permanent wastewater treatment service from the NTMWD. It is currently contemplated
that the condruction of an offgte sawer trunkline and other related improvements will be
required. The Owner and Municipdity agree to reasonably cooperate to establish the sze and
dignment of the offdte sanitary sewer trunk ling, as wdl as identify and Sze any necessary
related improvements. The sanitary sewer trunk line shdl be szed to accommodate flow not
only from the Project, but aso from certain areas within the Municipdity as mutudly agreed. As
further part of the process for securing permanent wastewater services from NTMWD, the
Municipdity’'s WWTP will be converted to a scaping plant for irrigation purposes, as wdl as to
reduce the required downstream trunk sanitary sewer line szing. The Parties agree to reasonably
cooperate in he securing of a contract with NTMWD to secure wastewater trestment service in
amounts and a times currently anticipated to be necessary to meet the needs of the Project and
the Municipdity, and to finance the necessay offdte sanitay sewer improvements.
Additiondly, dl of the paties will support the acquigtion of essements and properties
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reasonably necessary to implement the securing of such permanent wastewater services. It is
acknowledged and agreed that the Didricts shdl condruct such offgte sanitary sewer
improvements and convey them to the Municipdity in accordance with Article VII hereof.

6.03 Water Sarvice.

(@ Real Sevice. (i) Weston WSC is the holder of a water CCN that includes portions
of the area currently located within the Municipaity and portions of the Property.  Further,
Weston WSC currently owns and operates water supply and digtribution system (the “WWSC
System”) that serves a portion of the Municipdity. Further, North Collin County Water Service
Corporation (“NCCWSC”) currently owns and operates a water supply and distribution system
(the “NCCWSC Sysem”) to service, among other areas, a portion of the Municipdity. The
Parties dedre the Municipaity to be the exclusve retall water provider for dl of the areawithin
the Municipality, and agree to reasonably cooperate to achieve that end through: the purchase
and expanson of the WWSC System; or securing a dua certification agreement under Section
13.248, Texas Water Code, and construction of a separate water supply and digtribution system
to serve the Property.

(i) At such time as the Parties have mutualy agreed upon a plan and process for the
desgnation of the Municipdity as the retall water provider within the area of the Municipdity,
the Didricts shdl paticipate with the Municipdity in such effort, induding funding such
activities on a mutudly agreegble basis pursuant to the Utility Infrastructure Agreement and the
alocation of water supply capacity to the Property.

(b) Wholesde Service. In order to secure the currently anticipated ultimate needs of the
Project, the parties recognize and agree tha it will be necessary for the Municipaity to obtain
both interim and permanent trested water service from the NTMWD by means of participation in
the Collin-Grayson Alliance Project or by means of an dternaive water supply and transmisson
agreement. It is currently contemplated that the condruction of an offgte water transmisson line
and other rdated improvements including a pump dsation, ground storage tank, and eevated
gorage tank may be required. The Owner and Municipaity agree to reasonably cooperate to
edablish the sze and dignment of the offdte water transmisson line, as wel as, identify, Sze,
and locate the other functiondly related and necessary improvements. The offdte transmisson
line and related improvements shal be szed to serve not only the Project, but aso certain areas
within the Municipdity as mutudly agreed. The Parties agree to reasonably cooperate in the
securing of a contract with NTMWD or an dternative source mutualy agreesble to the Parties to
secure treated water service in amounts and a times currently anticipated to be necessary to meet
the needs of the Project, and to finance the necessary offdte transportation lines and related
improvements. It is acknowledged and agreed that pursuant to the Utility Infrastructure
Agreement, the Didricts shdl condruct such offdte water transmisson line and reated
improvements and convey them to the Municipdity subject to the dlocation of water supply

capacity to the Property.

6.04 Opeation, Maintenance, Billing, and Collecting. At such time a the
Municipdity becomes the retall water and sewer provider for the areas within the Municipdity,
it is acknowledged and agreed that the Municipadity may contract for operaion, maintenance,
billing, and collecting services.
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Article VII. Design, Congtruction, Financing, Conveyance
and Maintenance of Infrastructure.

7.01 Infragructure. Pursuant to Section 402.014 of the Local Government Code, the
Didtricts shdl acquire for the benefit of and convey to the Municipdity al water, sanitary sewer,
and dranage fadilities comprisng the Infredtructure to the extent tha the Municipdity is
providing such applicable services. Further, pursuant to Section 257.003, Transportation Code,
and Chapters 791 and 1471, Government Code, the Didtricts shall acquire and convey al Onste
Roads to the Municipdity, and dl Offdte Road Improvements to the County. The Didricts will
acquire the Infrastructure pursuant to the Utility Infrastructure Agreement with the Owner.

7.02 Pansand Specifications.

@ All Infrasructure shdl be desgned in accordance with sound  engineering
principles, and the applicable standards and specifications of the TCEQ, Municipdity (but only
as of the date hereof), and any other agency having jurisdiction. The find plans, specifications,
and the Didrict’'s engineer’s opinion of probable costs for the components of the Ongte
Infrastructure, shall be submitted to and approved by dl Parties (with such approva not to be
unreasonably withheld, conditioned or delayed) prior to advertisng for bids for the construction
thereof. The Paties agree that the Municipdity’'s engineer (“Municipdity’s Engineer”) shdl
design dl Offdte Infresructure.  As of the dae hereof, James Engineering, LLC is the
Municipdity’s Engineer. However, the Owner's engineer (“Owner’s Engineer”) shdl have the
right to review and comment upon such desgn. The Owne’s Engineer shdl be mutudly
acceptable to al Parties.

(b) No change in the find plans and specifications for the Infrastructure shdl be
effected or permitted except pursuant to written change order gpproved by dl Parties (with such
gpproval not to be unreasonably withheld, conditioned or delayed). Such change orders shall
clearly sate changes to be made and the increase or decrease in congruction codts effected
thereby. No subgtantid change shal be made without the prior consent of the TCEQ, if required
by the then applicable Rules of the TCEQ. It is understood and agreed that any change orders
are subject to the Rules of the TCEQ.

7.03 Contract Documents and Bonds, Sales Tax Exemption. Along with the plans and
gpecifications, the Didrict shdl submit to Owner and Municipdity for approvd (with such
gpprova not to be unreasonably withheld, conditioned or delayed) the form of contract proposed
to be used for dl construction services to be performed by one or more contractors for or on
behdf of the Didrict. Further, the Didrict shdl submit to Owner and Municipdity for gpprova
(with such approva not to be unreasonably withheld, conditioned or delayed) the form of the bid
documents to be used for the congruction of the Infrastructure. Such documents shdl dtate that
the Owner is the “Owne”, and the bid and congtruction contract documents shal be in a form
such that they conditute a “separated contract” pursuant to the laws of the State of Texas and the
rules of the Comptroller of Public Accounts of the State of Texas in order that dl tangible
personal property required to be purchased and incorporated into the Infrastructure will be
exempt from date sdes and use tax. In that regard, the Didrict shdl assst Owner in dotaining a
resde cetificae and shal require al contractors and subcontractors to obtain a Texas Limited
Sdes, Excise and Use Tax Pemit prior to execution of a condruction contract for the
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Infradiructure.  The Didrict will issue an exemption certificate or other appropriate document
when and as necessary to assure exemption from such sales and use tax.

The Didrict shdl further require al contractors to provide performance and payment
bonds comporting with the requirements of Section 53.201, e seq., Texas Property Code, as
amended, naming the Didlrict as the secured party in order to assure completion and payment.
The Didrict shdl dso require dl contractors to comply with any prevaling wage rate scde
heretofore or hereafter adopted by the Didrict and Municipaity pursuant to Chapter 2258, Texas
Government Code, as amended, and such requirement and any such prevaling wage rate scde
shdl be included in the construction contract documents.

The Didrict shdl file dl condruction plans and specifications, contract documents and
supporting engineering data with respect to the agpplicable components of the Infrastructure with
the TCEQ as and if required by the Rules of the TCEQ. The Didrict dso shdl record dl
congruction contracts and gpplicable payment and performance bonds in the rea property
records of Collin County, as and if required pursuant to the provisons of Chapter 53, Texas
Property Code, as amended.

7.04 Advetisement for Bids Subject to receipt of Didrict's and Municipdity’s
written gpprova of the find plans and specifications and form of bid and congruction contract
documents, the Owner shdl advertise for bids and let construction contracts in accordance with
Subchapter | of Chapter 49, Texas Water Code, as amended, and the Rules of the TCEQ, as
goplicable.  Upon receipt of bids, the Owner shdl submit same to the Didrict and Municipdity
together with a tabulation of the bids for review and approva prior to award of bid. After
agreement is reached between the Didrict, Owner, and Municipdity as to the award of the bid,
the Owner shdl submit the condruction contract to the Didrict and Municipdity for review and
goprova. Each Party agrees to issue its gpprova or reasons for disgpprova of a contract with
ressonable specificity within 15 days from receipt of the contract or its approvd shal
automatically be deemed to have been given for dl purposes hereunder. Each Paty dso agrees
that its gpprova shall not be unreasonably withheld, conditioned or delayed.

7.05 Condruction. The Owner shdl manage dl condruction 0 that it shdl be
peformed in a good and workmanlike manner and in accordance with the gpplicable Rules of
the TCEQ. All Infrastructure shal be congructed in dedicated public rights-of-way, utility
easements or gStes, or in easements or lands specificaly conveyed to the Didrict. The Owner
shdl provide such ingpection of the Infrastructure during congtruction as is reasonably deemed
necessty by the Municipdity’s Engineer.  Any change order to a contract for the congtruction of
Infrastructure or component thereof shal be subject to gpprova by the Didrict, Owner, and
Municipdity (which approvad shdl not be unreasonably withheld, conditioned or ddayed) and
shdl be filed with, and gpproved by, the TCEQ as and if required by the Rules of the TCEQ.
Any such change orders are subject to the Rules of the TCEQ.

Upon completion of the condruction of the Infrastructure, “as-built” drawings of the
Infrastructure on “mylars’ shdl be provided to the Owner, Didrict and Municipdity by the
engineer who dedgned the gpplicable portion of such Infragtructure.  The Municipdity’s
Engineer shdl provide a cetificae of subgtantid completion to the effect that the condruction
has been completed in accordance with the plans and specifications as approved by the Digtrict
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and the Municipdity and has been gpproved by dl required regulatory agencies having
jurisdiction, which certificate shall be addressed to both Municipdity and the Didtrict.

7.06 Conveyance of Infragtructure. Upon find acceptance of congtruction of each
phase of Infrastructure as provided in Section 7.05 above, ownership in such phase, as well as al
maintenance bonds and easements and rights-of-way relating thereto, shal be conveyed by the
Owner to the Didrict, and theresfter by Didrict to Municipdity by an appropriate legd
indrument in a form reasonably acceptable to the respective attorneys for both the Municipality
and the Didrict. Such conveyance shdl be in consderation for the other promises, covenants,
and agreements of the Municipdity set forth herein induding particularly, but not by way of
limitation, the Municipdity’s agreement to assume the responghility for the operation and
maintenance of the Infrastructure subject to Section 7.08 and to make payments pursuant to
Articde IX hereof. Notwithstanding the foregoing, upon fina acceptance of a phase of the
Offsgte Road Improvements, ownership of such phase, as well as dl mantenance bonds and
easements and rights-of-way, shdl be conveyed by the Owner to the Didrict, and theresfter by
Didtrict to the County at no cost to the County.

7.07 Funding Responghility. Subject to its right to rembursement pursuant to the
Utility Infragtructure Agreement, the Owner shal be responsble for the full and timey payment
of dl cods associaed with the design and condruction of the Infrastructure to the maximum
amount permitted by law. In the event that any component of the Infrastiructure (other than roads
or road improvements) is designed to serve aeas outsde of the Property, but within the
Municipdity, the Municipdity agrees that it will be respongble for such codts as herenafter
provided in Article IX hereof. Provided, that Owner shall be responsble for al such costs
relating to the Existing Lots subject to reimbursement pursuant to Article 1X hereof.

7.08 Mantenance. For a period of two (2) years from the date of acceptance of a
phee of Ongte Utility Fadlities or Offdte Utility Fadilities by the Municipdity, the Didrict
shdl reman obligated to and responsble for the mantenance thereof.  Theredfter, such
maintenance obligation and the cods associated therewith shdl be the sole responshility of the
Municipdity. For a period of four (4) years from the date of acceptance of the Onste Roads by
the Municipdity, the Didrict shdl reman obligated to and responsble for the maintenance
thereof. Thereafter, such maintenance obligation and costs associated therewith shall be te sole

responsibility of the Municipdlity.

7.09 Didrict Records. The Didrict shdl keep accurate records itemizing dl
condruction cods relative to the Infrastructure.  Municipdity shdl have the right to examine
such records at reasonable times and intervals.

ArticleVIII. Public Service Plan.

8.01 Genegral. The Paties recognize, acknowledge, and agree that certain essentia
public services, including police protection, fire protection, emergency services, and solid waste
management are important to the success of the Project, and the hedlth, safety, and wefare of the
current and future residents of the Project and Municipdity. The Parties aso recognize that the
Municipdity currently levies and collects ad vadorem taxes to fund certain of these services.
With this in mind, and subject to the limitations imposed by law, the Paties have agreed to
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formulaie a plan for the provison of these essentia public services and the equitable funding of
the costs thereof.

8.02 Fire Protection and Emergency Services. The Parties acknowledge and agree
that, initidly, the Didrict and the PIDs shdl assume primary responghility for the provison of
fire-fighting services within the Project. The Parties agree to proceed with the formulation of a
plan for the provison of fire-fighting services within the Didrict pursuant to which it and the
PIDs may contract with the Municipdity or other third paty to peform such services. The
Paties agree to employ a mutualy acceptable consultant to assst in the development of such
plan. The fire-fighting services plan must provide for a levd of services tha is not less than
those avalable in other parts of the Municipdity with land uses and population densities smilar
to those reasonably projected br the Project. Such plan will be formulated in cooperation with
the Didrict, PIDs and Municipdity and, if necessary, submitted to the TCEQ and Didtrict voters
for approval in accordance with Section 49.351, Texas Water Code. The fire-fighting plan dhall
identify al sources of funding including the assessment of mandatory PID fees, Didrict ad
vadorem taxes and Municipdity ad vaorem taxes payable by the resdents and property owners
within the Property. To the extent that Didrict bonds are authorized and sold to finance the fire-
fighting service plan, the Didrict shdl be authorized to levy to pay the principd and interest on
such bonds. The term “fire-fighting services’ shdl have the meaning set forth in section 49.351,
Texas Water Code, including medical emergency sarvices.  The fire-fighting sarvices plan shdll
be findized and dl regulatory approvals obtaned by no later than 30 days from the date of
goprova by the Municipdity of the find plat of the initid phase of the Project. Theresfter, to the
extent required, such plan shal be submitted to the qualified voters of the Didrict a the next
following permitted eection date.

8.03 Police Protection. The Parties acknowledge and agree that, initidly, the Didtrict
and the PID shdl assume primary respongbility for the provison of police and crime prevention
and control services within the Project. The Parties agree to proceed with the formulation of a
plan for the provison of police and crime prevention and control services within the Didrict that
will provide a mutualy acceptable level of services that will not be less than those currently
avalable in the other parts of the Municipdity with land uses and population densties smilar to
those contemplated by the Concept Plan. The Parties agree to employ a mutualy acceptable
consultant to asss in the devdopment of such plan. The police sarvice plan shdl be
implemented no later than the date that 150 houses have been completed and occupied within the
Project. The sarvice plan will identify dl sources of funding induding: () legdly avaladle
revenues of the Didrict permitted under Section 49.216, Texas Water Code; (b) assessments of
the PID; and (c) revenues of the Municipdity generated by the collection of fines from within the
Didtrict and Municipdity ad vaorem taxes.

8.04 Solid Wade Callection The Didrict shdl enter into an interlocd agreement with
the Municipdity pursuant to which the Didrict shdl agree to contract with the same contractor
as used by the Municipdity for solid waste collection services, unless a less expensive source of
savice is avalable. In such event, the Didrict and Municipdity shdl agree to promptly prepare
and <olicit proposds for such servicess  Findly, the Didrict agrees to contract with the
Municipdity for the billing and collection for such services.
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Articlel X. Monetary Consideration

9.01 Genegrd; Finding of Benefit and Adeguacy of Condderaion The Parties
acknowledge and agree that Didrict will provide for the acquistion and condruction of the
Infrastructure that serves and benefits the Property and other areas within the Municipdity and
convey ownership of portions of same to the Municipdity. The Municipdity hereby finds and
acknowledges that the financid commitments of the Owner and Didrict herein and under the
Utility Infrestructure Agreement benefit the Municipdity generdly, as wdl as the land within the
Didrict's boundaries, promote continuing and orderly economic development within the
Municipdity, and alow the Municipdity to secure a superior long term source of water supply
and wade trestment service and/or faciliies and a superior roadway system without the
Municipdity being obligated to expend its own funds or issue its own bonds for such purpose.
The Municipdity further recognizes and hereby finds and acknowledges that prior to the
issuance of bonds by the Didrict to acquire components of the Infrastructure for the benefit of
the Municipdity, and the actuad conveyance of such components to it, the Municipdity will
benefit from the financdd commitments of the Owner and Didrict. The Municipdity will secure
the WWTP Permit and Sewer CCN, as wdl as the design of components of the Infrastructure.
Consequently, planing for futwe devdopment within the Municipdity may commence
negotiations for wholesde water supply and wastewater trestment providers may be concluded;
and incresse in its ad valorem tax base will occur. Accordingly, the Municipdity agrees to make
certain payments to the Didtrict in consideration thereof as set forth within this Article IX.

9.02 Connection Fees. The Municipdity agrees to use dl reasonable efforts to recover
from future users located outsde of the Didrict the Didrict's cods, including engineering and
congruction, of the overszing of the water and sanitary sewer components of the Infrastructure
necessary to serve the areas outsde of the Didrict. In this regard, for each lot not located within
the Digtrict proposed to be served by such overszing funded by the Didrict, other than the
Exiging Lots, the Municipdity agrees to edablish and collect a fee in an amount that
aoproximates the cogt to the Didrict for providing the overszing. Such per lot cog shdl be
established based upon an engineering study gpproved by the Didrict, Owner, and Municipality
confirming such cogts, with such agpprova not to be unreasonably withheld. The Municipdity
agrees to collect such fee for each lot platted outside of the Didtrict as a condition to the approva
of a find pla contaning such lot. All fees collected by the Municipdity shdl be pad to the
Didrict within 60 days from date of recept thereof by the Municipdity. The connection fees
shdl be used solely to reimburse the amounts due to the Owner for funds advanced to or on
behdf of the Didrict in connection with the Infrastructure, either by direct payment to Owner or
by depost into the Didlrict’s bond debt service to amortize bonds issued or to be issued for such
reimbursement, as may be determined in the sole discretion of the Didtrict.

Notwithgtanding anything to the contrary contained or implied esawhere herein, no
portion of the Property or any lot or parcd now or heregfter platted thereon shal be required to
pay avy utlity connection or “hook-up” fees, subsequent user or connection fees, charges or
taxes now or heresfter assessed by the Municipdity relating to the Infrastructure.

9.03 Franchise Fees. The Paties agree to develop and implement a plan for the
establisment, assessment, and collection of franchise fees in accordance with gpplicable law
including, but not by way of limitation, Section 181.901, Utilities Code, for the location of
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fecilities of gas, telephone, light, power, and certain other service providers within the Streets and
public grounds of the Municipdity, induding the area within the Didrict. The Municipdity’s
franchise fee plan shdl provide that Municipdity shdl collect such franchise fees and dlocate
and pay to the Didrict 80% of any franchise fees collected within the Didrict within 60 days
following receipt thereof by Municipdity. The franchise fees shdl be gpplied as follows  firg,
to meet the Didrict's adminisrative needs, second, to meet the Didrict’'s Infrastructure
mantenance responghbilities; and third, to reimburse the amounts due to the Owner for funds
advanced to or on behdf of the Didrict in connection with the Infrastructure, either by direct
payment to Owner or by depost into the Didrict's bond debt service fund to amortize bonds
issued or to be issued for such reimbursement, as may be determined in the sole discretion of the
Didtrict.

9.04 Incidentd Income. In the event that the Municipdity should ever redize any
incidentd income from the Infragtructure or any portion thereof which are unrdated to the
primary function and services origindly intended to be provided by such facilities or gpplicable
portion thereof (such as, by way of example and not limitation, any income received by the
Municipdity for a lease or license of a portion of a water tower for cdlular and/or satdlite relay
or transmisson facilities or for dgnage) other than regulaiory permit fees or other smilar fees
collected by the Municipdity in the performance of a governmenta function as opposed to a
proprietary function, the Municipdity shdl dlocate and pay to the Didrict eighty percent (80%)
of any such incidenta income collected within sixty (60) days following receipt thereof by the
Municipdity. The portion of incidental income pad to the Didrict by the Municipdity shdl be
goplied as follows  firs, to meet the Didrict's adminidrative needs, second, to meet the
Didrict's Infrastructure maintenance responghilities, and third, to reimburse the amounts due to
the Owner for funds advanced to or on behdf of the Didrict in connection with the
Infrastructure, either by direct payment to Owner or by depost into the Didrict’'s bond debt
sarvice fund to amortize bonds issued or to be issued for such rembursement, as may be
determined in the sole discretion of the Didrict.

9.05 Ad Vdorem Taxes. In condderation of the Didrict's agreeing to acquire and
congruct, for the benefit of the Municipdity, the water, sanitary sewer, and drainage components
of the Infrastructure necessary to provide service for the area within the Didrict, which is dso
within the Municipdity, the Municipdity agrees to pay to the Didrict an annud amount (the
“Annuad Tax Payment”) equa to 100% of the amount of ad valorem taxes collected by the
Municipdity on al taxable red propety or interest therein (including minera interests) located
within the boundaries of the Didrict, as they may be expanded from time to time after
deducting: (@) an amount (the “Base Tax Amount”) caculated by multiplying the Municipdity’s
then current ad vaorem tax rate by the tota taxable red property or interest therein (including
minerd interests) as of January 1 of the year following the Didrict Cregtion Date; (b) an amount
equding the amount of the Municipdity’s ad vadorem taxes, if any, budgeted to be pad by the
Municipdity for essential public services pursuant to Sections 8.02 and 8.03 hereof (collectivey,
“Annua  Adminidrative Expensg’); and (c) that portion of the Municipdity’s codts of ad
vadorem tax collection soldy rdaing specificdly to the Annud Tax Payment. All such funds
pad by the Municipdity to the Didrict shdl be mantaned and deposted into an interest and
gnking fund account of the Didrict and shal be expended soldy for the purpose of paying
interest and paying or prepaying principd on the Didrict's bonded indebtedness relating to the
water, sanitary sewer, and drainage components of the Infrastructure.  The Municipdity’s
payment obligation to the Didrict shdl begin in the year following the year in which the Didrict
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was crested. Any paty hereto shal have the right to request a review and andyss of the
operation of this section and particularly the formula set forth herein for arriving a the amount of
the Municipdity’s payment. If such a review is requested the paties agree to review and
andyze this section and in good fath negotigte any changes thereto which the review and
andysis reveaswould befair.

9.06 Temindion of the Municipdity's Obligation to Pay. The Municipdity’s
obligation to pay pursuant to Section 9.05 hereof shdl terminate after the Didrict's bonds are
fully discharged.

9.07 Supplementd Tax By Didrict. The parties to this Agreement recognize that the
payment by the Municipdity pursuant to Section 9.05 hereof is not likey to be sufficient to
enable the Didrict to pay the principd and interest on its bonds and establish and maintain the
interest and sinking (debt service) fund and any reserve fund required by the Didrict's order
authorizing the issuance of its bonds and that it will be necessary for the Didrict to levy a
supplemental ad vaorem tax for such purposes.

9.08 Munidpdity Tax Levy. Municipdity will use its best efforts to edablish its
annud tax lewy in a timdy manner s0 tha the Didrict may have an opportunity to consider
Municipdity’'s tax levy a a factor in edablishing the Didricts awnud tax levy. The
Municipdity shal use its best efforts to collect such taxes as they become due. The payment
required by Section 9.05 hereof shal be made on March 1 and September 1 of the year following
the year the Municipdity’s taxes were levied. Along with each semi-annud payment, the
Municipdity shdl provide a report that indicates the total tax levy for esch year, dong with the
datus of collection of current taxes and delinquent taxes, including al pendties and interest. It is
the intent of the Parties that each payment made by the Municipdity shdl include taxes for the
current and al prior years delinquent taxes as same may be collected from timeto time.

Within 45 days from the Didrict Cregtion Dae, the Municipdity shdl adopt an
Ordinance levying an ad vadorem tax in support of this Agreement subgtantidly in the form as
attached hereto as Exhibit “L”.

9.09 Didrict Maintenance Tax. The Didrict may levy a mantenance tax as provided
by Chapter 49, Texas Water Code, and the Texas Property Tax Code, in addition to its tax levies
for debt service on the Didtrict’s bonds.

9.10 Limits of Municdpdity's Lidbility. Unless the Municipdity dissolves the Didrict
and assumes the assets and ligbilities of the Didrict, the bonds or any other obligations of the
Didrict shdl never become an obligation of the Municipdity. The Municipdity’s obligations
under this Agreement shdl be limited to the amount required to be paid by the Municipdity
pursuant to Sections 9.02, 9.03, 9.04, and 9.05 herein.

9.11 Municipd Records. The Municipdity shdl keep accurate records rdative to the
collection of al fees, incidentd income, and ad vaorem taxes to be pad to the Didrict pursuant
to this Article IX. Didrict and Owner shdl have the right to examine such records at reasonable
times and intervas.
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Article X. Additional Provisons.

10.01 Redtds. The recitds contained in this Agreement are true and correct as of the
Effective Date and form the basis upon which the Parties negotiated and entered into this
Agreement.

10.02 Veded Rights. Notwithganding anything to the contrary contained or implied
esawhere herein, this Agreement shdl conditute a “permit” as defined in Chepter 245, Locd
Government Code that is deemed filed with the Municipdity on the Effective Date. The
expiration or ealier termination of this Agreement shdl not affect any rights resulting from
Chapter 245, Loca Government Code.

10.03 Assgnment by the Municipdity. The Municipdity shdl have the right to assgn
its rights and obligations under this Agreement to any politicd subdivison or governmentd
entity of the State of Texas (“Municipdity Assigneg’) without the consent of Owner provided:
(@ the Municipdity remains a Paty to this Agreement a dl times (b) the assgnment is in
writing executed by the Municipdity and its assgnee (c) the assgnment incorporates this
Agreement by reference and binds the Municipdity’s assgnee to perform (to the extent of the
obligations assgned) in accordance with this Agreement; and (d) a copy of the executed
assgnment is provided to dl the Parties. From and after the effective date of any assgnment by
the Municipdity, Owner agrees to look soldy to the Municipdity’s assignee for performance of
the obligations assigned, and the Municipdity shdl be rdeased from such peformance. No
assgnment by the Municipdity shdl rdesse the Municipdity from any lidbility to Owner that
aox from an event of default by the Municipdity (or from any falure by the Municipdity
which, if not cured, would condtitute an event of default) that occurred prior to the effective date
of the assgnment. The Municipdity’s assgnee shdl become a Paty to this Agreement when a
copy of the executed assgnment has been provided to dl the Parties.

10.04 Assgnment by Owner. Owner shdl have the right to assign this Agreement or
any pat of this Agreement or any right, title or interest of Owner under this Agreement to any
person or entity (“Owner Assgnee’) without the consent of the Municipdity provided: () the
assgnment is in writing executed by Owner and its assgnee; (b) the assgnment incorporates this
Agreement by reference and binds the Owner Assgnee to peform (to the extent of the
obligations assgned) in accordance with this Agreement; and (C) a copy of the executed
assgnment is provided to al the Paties. From and after the effective date of any assgnment by
Owner, the Municipdity agrees to look solely to the Assignee for performance of the obligations
assigned, and Owner shdl be rdeased from such performance.  No assgnment by Owner shall
rdlease Owner from any liadbility to the Municipdity that arose from an event of default by
Owner (or from any falure by Owner which, if not cured, would conditute an event of default)
that occurred prior to the effective date of the assgnment. Each Owner Assignee shall become a
Paty to this Agreement when a copy of the executed assgnment has been provided to dl the
Parties.

10.05 Assgnment by Origind Didrict. Origind Didrict shdl have the right to assgn
this Agreement or an interest hereunder to any Resulting Didrict with respect to the portion of
the Property located within such Resulting Didrict and obligations relating thereto without the
consent of the Municipdity or Owner provided: (8 the assgnment is in writing executed by
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Origind Didrict and its assgnee (b) the assgnment incorporates this Agreement by reference
and binds the Reallting Didrict to peform (to the extent of the obligaions assgned) in
accordance with this Agreement; and (c) a copy of the executed assgnment is provided to dl the
Patiess From and after the effective date of any assgnment by Origind Didrict, the
Municipdity and Owner agree to look soledly to the Reaulting Didrict for performance of the
obligations assgned, and Origind Didrict shdl be rdessed from such peformance.  No
assgnment by Origind Didrict shdl rdesse Origind Didrict from any ligbility to the
Municipdity that arose from an event of default by Origind Didrict (or from any falure by
Origind Didrict which, if not cured, with or without notice or any lgpse of time, would
condiitute an event of default) that occurred prior to the effective date of the assgnment. A
Reaulting Digrict shadl become a Paty to this Agreement when a copy of the executed
assgnment has been provided to dl the Parties.

10.06 Encumbrance by the Municipdity. The Municipdity is prohibited from pledging,
granting a lien in, granting a security interet in, or otherwise encumbering in any way any right,
title or interest of the Municipdity under this Agreement that would impair its ability to make the
payments contemplated by Article IX of this Agreement without the prior written consent of
Owner. Any atempted pledge, grant of security interest or lien, or encumbrance by the
Municipdity in violation of ths section shdl be null and void and shdl conditute an immediate
event of default by the Municipdity without notice or opportunity to cure.

10.07 Encumbrance by Owner. Owner shdl have the right to pledge, grant a lien or
security interest in, or otherwise encumber any right, title or interex of Owner under this
Agreement for the benefit of any lender (a “Lender”) without the consent of, but with notice to,
the Municipdity. The pledge, grant of lien or security interest, or encumbrance by Owner for the
benefit of a Lender shdl not obligae the Lender to perform any obligations under this
Agreement and shdl not create any ligbility of the Lender to the Municipdity. If there is an
event of default by Owner under this Agreement, any Lender shdl have the right, but not the
obligation, to cure such event of default, which cure shal not obligate the Lender to perform any
other obligations under this Agreement and shal not creste any other ligbility of the Lender to
the Municipdity. A Lender is not a Party to this Agreement unless this Agreement is amended
to designate the Lender as a Party.

10.08 Authority. The Municipdity represents and warrants that this Agreement has
been approved and duly adopted by the City Council of the Municipaity in acordance with al
goplicable public meeting and public notice requirements (including, but not limited to, notices
required by the Texas Open Meetings Act) and that the individud executing this Agreement on
behdf of the Municipdity has been authorized to do so. Owner represents and warrants that this
Agreement has been approved by appropriate action of Owner and that the individua executing
this Agreement on behdf of Owner has been authorized to do so.

10.09 Recordation. Pursuant to the requirements of Section 212.172(f), Loca
Government Code, this Agreement shdl be recorded in the deed records of Collin County,
Texas. This Agreement shal be binding upon: () the Paties, (b) Assignees, (c) Lenders; (d) the
Property; and (e) future owners of al or any portion of the Propety (“Successors’).
Notwithgtanding the foregoing, however, this Agreement shdl not be binding upon, and shdl not
conditute any encumbrance to title as to, any end-buyer of a fully developed and improved lot
within the Property except for land use and development regulations that apply to specific lots.
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For purposes of this Agreement: (A) the term "end-buyer” means any owner, tenant, user, or
occupant; (B) the term "fully developed and improved lot" means any lot, regardiess of the use,
for which a find pla has been gpproved by the Municipdity; and (C) the term “land use and
development regulaions that goply to specific lots’ mean the Governing Regulations gpplied in
accordance with this Agreement. A Successor is not a Paty to this Agreement unless this
Agreement is amended to designate the Successor as a Party.

10.10 No Third Paty Beneficiaries. This Agreement only inures to the benefit of, and
may only be enforced by, the Parties and their permitted assignees. Except for any permitted
assignee, no other person or entity shdl have any right, title, or interest under this Agreement or
otherwise be deemed to be a third- party beneficiary of this Agreement.

10.11 Entire Agreement; Amendment; Severability. This Agreement, induding dl of
the agreements, petitions, ordinances, orders, and other documents attached as exhibits hereto,
conditutes the entire agreement between the Parties and supersedes dl prior agreements and
understandings, whether ora or written, concerning the subject matter of this Agreement.
Except as provided in Section 4.02, this Agreement shdl not be modified or amended except in
writing signed by the Parties. If any provison of this Agreement is determined by a court to be
unenforceable, the unenforcesble provison shdl be deeted from this Agreement, the
unenforcegble provison shdl, to the extent possble, be rewritten to be enforcegble and to give
effect to the intent of the Parties, and the remainder of this Agreement shdl remain in full force
and effect and shdl be interpreted to give effect to the intent of the Parties.

10.12 Events of Default. Except for the immediate events of default described by this
Agreement, no Paty shdl be in default under this Agreement until: (&) written notice of the
dleged falure to perform has been given, which notice shdl describe in reasonable detall both
the nature of the aleged falure and the action required to cure; and (b) the recipient of the notice
has faled to cure such default (&) within ten (10) days in the event of a monetary default, or
(b) within thirty (30) days in the event of a non-monetary default; provided, however, in the
event that such non-monetary default is not ressonably capable of being cured within sad thirty
(30) day period but the recipient of the notice commences action within such thirty (30) day
period which is reasonably caculated and anticipated to effectuate such cure and thereafter
continues with reasonable diligence to prosecute the curing of such default, for so long theresfter
as the recipient of such notice continues to diligently prosecute such action to completion. A
default by a Paty shdl only gpply to the defaulting Party; and no default by one Paty shdl
conditute a default by any other Party (i.e, there are no cross defaults as among the Parties). In
addition, a default by a Party with respect to a particular tract of land within the Property shal
only apply to the defaulting Party with respect to the particular tract; and no default with respect
to a paticular tract shal conditute a default with respect to any other land within the Property
regardiess of ownership (i.e, there are no cross defaults among different tracts of land within the

Property).

10.13 Remedies for Default. If a Party is in default under this Agreement, the non+
defaulting Paty, as its sole and exclusve remedies shdl be entitted to injunctive relief,
mandamus relief, and/or specific performance. A nondefaulting Party shdl not have the right to
terminate this Agreement as a remedy for default or to suspend or be relieved of the nont
defaulting Party’s continuous performance of its obligations hereunder. No default under this
Agreement in whole or in pat shdl affect, in any way the obligations of the Parties, including
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but not limited to: (a) the obligations, if any, of the Municipality to provide services to developed
portions of the Property or portions of the Property then under development; (b) the vdidity or
effectiveness of any consent given by the Municipdity in this Agreement or the Didrict Consent
Ordinance to the creation of the Origind Didrict; (c) the continued existence of the Didricts
within the Municipdity; (d) the performance by the Didricts of any of ther functions including,
but not limited to, the issuance of their bonds;, or (e) the terms and provisions of Section 10.02
above.

Notwithstanding the foregoing, the Municipdity shdl have a continuing right to pursue
crimind violations of City ordinances in the designated municipa court for the Municipdity.

Further notwithstanding the foregoing, neither the falure of the City to annex the
Property by December 31, 2006, pursuant to Section 1.03(a) hereof nor the inability of the
Owner to secure the creation of an Origind Didtrict by such date pursuant to Section 3.03 hereof
shdl conditute an event of default hereunder; but each shdl neverthedess result in the automatic
termination of this Agreement unless otherwise agreed by the Paties. In the event of the
termination of this Agreement pursuant to ether Section 1.03(8) or Section 3.03 hereof, the
Municipdity shal have no liddility to Owner for any sums advanced to or on behdf of the
Municipdity under the Initid Developer Funding Agreement.

10.14 Notices. Any notice or other communication required by this Agreement to be
given, provided, or delivered to a Paty shdl be in writing addressed to the Parties as sat forth
below. Notices shdl be consdered “given” for purposes of this Agreement: (a) if by Certified
Mail, five busness days after deposted with the U.S. Posta Service, Cetified Mail, Return
Receipt Requested; (b) if by private delivery service (eg., FedEx or UPS), on the date ddivered
to the notice address as evidenced by a receipt signed by any person at the notice address; or (C)
if by any other means (including, but not limited to, FAX and Email), when actuadly received by
the Party at the notice address.

MUNICIPALITY:

Attn.  Mayor

City of Weston

P.O. Box 248

Weston, Texas 75097
TEL: (972) 382-1001
FAX: (972) 382-8409

With a copy to:

Attn:  Mr. Bryn Meredith

Taylor, Olson, Adkins, Srdla& Elam
6000 Western Place, Suite 200

1-30 & Bryant-Irvin Road

Fort Worth, Texas 76107

TEL: (817) 332-2580

FAX: (817) 332-4340
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OWNER:

Attn:  Mr. Dan Tomlin, I, President
Land Advisors, Ltd.

4265 Kellway Circle

Addison, Texas 75001

TEL: (972) 239-0707

FAXL (972) 788-4247

With a copy to:

Attn: - Mr. Mark V. Murray
2200 One Galleria Tower
13355 Nod Rd. L.B. 48
Dallas, Texas 75240-6657
TEL: (972) 419-7109
FAX: (972) 419-8329

Each Party has the right to change, from time to time, its notice addresses by giving a least 10
days written notice to the other Parties. If any time period provided in this Agreement ends on a
Saturday, Sunday, or legad holiday, the period shdl be extended to the first busness day
following such Saturday, Sunday or legd holiday.

10.15 Time. Time is of the essence in the performance by the Parties of their respective
obligations under this Agreement.

10.16 Applicsble Lav _and Excdusve Venue. This Agreement shal be interpreted in
accordance with the laws of the State of Texas Exclusve Venue shdl be in Cdllin County,
Texas.

10.17 Non-Waiver. If a Paty fals to ingst on drict peformance of any provison of
this Agreement, such failure shal not be deemed a waver by such Party of its right to indst on
drict performance of such provison in the future or drict performance of any other provison of
this Agreement.

10.18 Further Documents. Each Party shal, upon request of the other Party, execute
and deiver such further documents and perform such further acts as may reasonably be
requested to effectuate the terms of this Agreement and achieve the intent of the Parties.

10.19 Force Majeure. In the event a Party is unable, due to force mgeure, to perform its
obligations under this Agreement, then the obligations affected by the force mgeure shdl be
temporarily suspended.  Within fifteen (15) busness days &fter the occurrence of a force
maeure, the Party claming the right to temporarily suspend its performance based on the force
maeure, shdl give written notice to dl the Parties, including a complete and detalled explanation
of the force mgeure and a description of the action that will be taken to remedy the force
mgeure and resume full performance at the earliet posshle time. The term “force mgeure’
ghdl include events or circumstances that are not within the reasonable control of the Party
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whose performance is suspended and that could not have been avoided by such Party with the
good faith exercise of due diligence and reasonable care.

10.20 Governmental Powers: Waivers of Immunity. By its execution of this
Agreement, the Municipality does not waive or surrender any of its governmental powers,

immunities, or rights except as follows:

(a) The Municipality waives its governmental immunity from suit and immunity from
liability as to any action brought by a Party to pursue the remedies available under
this Agreement, but only to the extent necessary to pursue such remedies.
Mothing in this section shall waive any claims, defenses or immunities that the
Municipality has with respect to suits against the Municipality by persons or
entities other than a Party to this Agreement.

(b)  Nothing in this Agreement is intended to delegate or impair the performance by
the Municipality of its governmental functions, and the Municipality waives any
claim or defense that any provision of this Agreement is unenforceable on the
grounds that it constitutes an impermissible delegation or impairment of the
Municipality’s performance of its governmental functions.

10.21 Exhibits. The exhibits attached to this Agreement are incorporated as part of this
Agreement for all purposes as if set forth in full in the body of this Agreement.

ATTEST: . CITY OF WESTON
‘! A / [ s .-ri
vy YA Gprunits,
City Secretary ” .- Mayor ﬂ
APPROVED AS TO FDk}\d AND
LEGALITY ’
City Attorney -

HONEY CREEK PARTNERS, L.P.,

a Texas iinjitﬁmership
B}r; ¥ ] P)—w

Name: Jon Ba}less 0
Title: General Partner
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WESTON LAND LTD.,
a Texas limited partnership

By: Land Advisors Ltd.
a Texas limited partnership
Its General Partner

By: Land Advisors Management, L.L.C.
a Texas limited liability company
Its sole General Partner

.
e

By: -
D. O. Tomlin, 111
President

STATE OF TEXAS

il GO LR

COUNTY OF COLLIN

/ T s instrument was acknowledged before me on Jﬂ‘fir VA !E '; d 72006, by
/ B GRAENN i {AJ, Mayor for City of Weston, a municipal corporation, on ‘behalf of said
mummpa] cnr;mralmn i

B ot o gz M ﬂ/{{@

iy Commiasion Expires
February 26, 2009 Notary Public in and for T Iv XAS

STATE OF TEXAS §
. o §
county oF L0 0eu> 3

260
This instrument was acknowledged before me n\/ i ( { f’l i’““‘gﬁﬁﬁ by Jon Bayless,
General Partner for Honey Creek Partners, L.P., a Texas ]lﬂ'l]tﬁpﬂ]‘tl’lemhlpj on behalf of said

partnership.

VANGIE UMUNDUM
MY COMMISSION EXPIRES

,-f’/mw ud L“‘Hﬁ

NﬁaqpﬁblicmandfmTEx,as
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STATE OF TEXAS §

COUNTY OF __ Lablons &

This instrument was acknowledged before me on ;f_l!= Q«B@é b}r D. O.
Tomlin, 111, President of Land Advisors Management, L.L.C_, a Tex limited liability company,
as Sole General Partner of Land Advisors, Ltd., a Texas 11rmtf:d partnership, as General Partner
of Weston Land Ltd., a Texas limited partnership, on behalf of said partnership.

] f:_ .I . . | . .:.a
VANGIEUMUNDUM [} {/ AVt éﬁ Wetin (_f,g__,f,r\
MY COMMISSIONEXPIRES || Notary Public in and for TE X A 8

Septamber 15, 2000
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