
10-5"-
ORDINANCE NO.

AN ORDINANCE GRANTING A FRANCHISE TO TEXAS GAS SERVICE, A
DIVISION OF ONEOK, INC., RELATING TO THE DISTRIBUTION AND SALE
OF GAS IN THE CITY THROUGH THE USE OF PUBLIC STREETS,
EASEMENTS, AND RIGHTS-OF-WAY; AND REPEALING ORDINANCE NO.
86-0918-T.

BE IT ORDAINED BY THE CITY COUNCIL 0E THE CITY OF AUSTIN:
**J^f IK . ?J -.'• -~

&W & \ ys^r

PART 1. The council grants a franchise to Texas Gas ServieMCompany, a division ofi* P '̂;J%VONEOK, Inc., and its legal representatives, successors, les|ees|:and assigns, under the
following terms and conditions:

SECTION 1. Definitions.

1.1. For the purpose of this Ordinance the followihg|terms, phrases, words and
their derivatives shall have the meaning giveiitfherein. When|not|inconsistent with thef tGf -s^n^ .^^ 'v&y"^*

context, words used in the present tensef includeSthe future teri&e, words in the plural
m ^IPPX <IT .number include the singular number, words in ,the$singular number include the plural

<tf^\ H-& *f ^V7 i"P *«

number, and the use of any gendersshall bSapplicable£toiall! genders whenever the sense^ £fr'•'•*' *^ H r^ '̂1 '̂
requires. TheAyords "shall" and 'will" are mandatory ;and the word "may" is permissive.
«/ j * ̂  ^^v u it u • ^X^ • ^%i 4i-Words not defmed^shall be given:their common and?ordmary meaning.N ' * '

7sS&*'*$i^ V-**' V? .tv

1.2. "City" snallfmean the Cityjpf Austin, Texas, a municipal corporation in the
•* -isJfe&Kti •»!**!-"4. jws 7 * l l

State of Texas.

f TSTv^R^* ftS^

1.3. "CityfManager" shall\mean^the City Manager of the City, or his or her
authorized designate.

1.4. "City Pa£ks!feslmlkmeari and include all areas dedicated or used as a public
* !̂%Ĵ '̂ ??y

park, recreation area, scientific area, wildlife refuge or historic site.

1.5. "Company" shall mean Texas Gas Service Company, a division of ONEOK,
Inc., a corporation organized and existing under and by virtue of the laws of the State of
Oklahoma, authorized to transact and actually transacting business in the State of Texas,
its legal representatives, successors, lessees and assigns.

1.6. "Consumer" shall mean any person or organization within the corporate limits
of the City of Austin receiving and using gas from the Company for his or her own
appliances or equipment, whether or not the gas is billed directly to him or her, or to a
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second party. (For example, in the case of a rental unit where the utilities are part of the
rent, the landlord is a Customer and the tenant is a Consumer.)

}

1.7. "Corporate limits" shall mean all areas lying within the City limits and full
purpose annexed adjacent areas, as they may change from time to time.

1.8. "Council" shall mean the governing body of the City of Austin.

1.9. "Customer" shall mean any person or organization being billed for gas service
whether used by him or her, or by others.

1.10. "Director of Public Works" shall [mean the Director of the Public Works
hL

Department of the City, or successor in function!

1.11. "Distribution System," or "Austin Distribution System"|shall rriean, in its
entirety, all pipes, equipment and other appurtenan(^s|and any portioliftEereof, used or
necessary for the transporting and delivery of gas to customers and consumers within the
corporate limits of the City.

1.12. "Emergency" is defined as suaden andninforeseeable damage or malfunction
H*"i />fvfc^3\ &f

of a portion of the Company's Austin IDistributiorilSysterh that creates a threat to life,
* L •* tffSj®!,. *^PA A-sJ ^"A^efe.. ..,/S« *

health or property.

1.13. "Endiuser" is defmedjas an individualjcrfmsiness, other than a business that
generates electricitytfoE,resaleno wholesale or retail customers, that consumes natural gas
tJ J tfc^i;* v '\£*-%*£"Ĵ  ^^

during the pursuit of itsfpriyate or commerciaLpurposes.
^*^ +*? ' *T Ot ^^^^^V JF^

1.14. "Franchise" srlaikmean this Ordinance, and all rights and obligationsi-f*j n? •!.«*». mr ' f "

established herein^

1.15. "Gas*|shall mean^iatural gas and any synthetic gas distributed by the
Company through its?Distribution System.

^^SS^

1.16. "Gross Revenues" shall mean all revenue derived or received, directly or
indirectly, from the sale of gas to all classes of customers and consumers (excluding gas
sold to another gas utility in the City for resale to its customers within the City) within
the corporate limits of the City.

(1) "Gross Revenues" shall include:

(a) revenues derived from the following 'miscellaneous charges';
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(i) charges to connect, disconnect, or reconnect gas within the
City;

(ii) charges to handle returned checks from consumers within the
City;

(iii) such other service charges and charges as may, from time to
time, be authorized in the rates and charges on file with the
City; /

(b) receipts from any non-utility|^hon-regulatecLservices or products;

(c) gross receipts
transportation;

from sales Igross receipts from gas

(d) all revenues derived by theSgorripany from tne\transportation of
J T&3irf**vr ***$*&!ih, £W

Transport Gas through the Company's DistribufiorfeSystem within
K^- ^A^-^ "^P'jM

the City to end users located^witrii^the City (excluding any gas
transported to another^gas utility inf£he City for resale to its
customers within

(e) the value of Transport Gasjhranspprted by the Company for
Transport Custbmers%hat are notipublic entities as defined herein,

Lv'"$>'*X3 %Sf $J sfc^fe^B^
through ^the |System of thMCompariy located in the City's Public
Rights-of^Way ("Third PaW Sales") (excluding the value of any

/?#$8?fiS Ir̂ fte'
gas transported to another^gasnitility in the City for resale to its
customers witrtiiK the City), with the value of such gas to be
'ViJ^^Sv ^fi^'f^. v*>

.established by utillzingteither the purchase price ($/MMbtu) of the
^e53^g[̂  J '*B$3&y
Transport Gas as^reported to the Company by its Transport
custometsjor a price equal to the Houston Ship Channel Index of
prices ($/MMbtlf) for large packages of gas published each month
in Inside FI$R(£ 's Gas Market (or a successor publication or another
publication^agreed upon by the City and Company) as reasonably
neafetrTe'time that the transportation service is performed; and

(f) receipts from sales of materials, appliances or equipment.

(2) "Gross revenues" shall not include:

(a) the revenue of any person including, without limitation, an
Affiliate, to the extent that such revenue is also included in Gross
Revenues of the Company;

(b) sales taxes;
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(c) any interest income earned by the Company;

(d) all monies received from the lease or sale of real or personal
property, provided, however, that this exclusion does not apply to
the lease of facilities within the City's public rights-of-way;

(e) receipts for maintenance of appliances, machinery or equipment;

(f) receipts for compensation for damage to the Company's property;

(g) receipts for the generation ofeelectricity;
/*tfM3S3»*

(h) contributions in aid of construction;
V&fr fiW^^f^T(&-

(i) revenues billed but not ultimately^ollected^or received by the
Company. i|

1.17. "Public Easement" shall mean those^ublic easements^fieTd^ owned or
controlled by the City, the terms, conditions or limitations upon which are not
inconsistent with the construction or maintenance of a na tu ra l a s distribution system.

^— r J

1.18. "Public Entity" shall mean any politicaksubdivision of the State of Texas,
fe^K ffi ^VH&1\ PL v

any Federal, State, or County, government off ice ortaeency, any state supported public
£*$*?» V&? fli \&3&$$ '̂ J rf r

college or university, or any hospital^tharproviaes indigent health care under a contract
with a politicdlfsubdivision of tHeJitate.

1.19. "Service Aine" snail mean lines connected at or nearly at right angles to the
W^psv '̂̂ '-̂ a. „ .

Company's mains andji&ed to conveyfgas therefrom to the property line of customers
and/or consumers.

rr*S ^r^H^\1.20. "Sidewalk" is that poition^of a street which is not improved and maintained
wa?\ ^F -̂afe''.?1

for vehicular travelk

1.21. "Street'^olf^Mrey'' shall mean a publicly dedicated or maintained right-of-
-C&j&iii-.-ii-***.' f * °

way, a portion of which is open to use by the public for vehicular travel.

1.22. "Transport Gas" or "transported gas" shall mean gas owned or controlled by
a user or its designee (i.e., gas that is purchased or otherwise acquired by an end user
from someone other than the Company) and delivered by such user or its designee to the
Company at a point on the Company's Distribution System, such point of delivery to be
defined by the Company, and carried, delivered or transported through the Company's
system at a point of redelivery in the City by the Company to the user, for a fee. The
terms and conditions of the transportation arrangement, including but not limited to the
delivery point(s) of redelivery, measurement and location of title transfer, shall be as set
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forth in the contract entered into between the Company and the end user and/or the
Company's transportation tariffs on file with the Railroad Commission of Texas or other
appropriate regulatory authority.

1.23. "Unmetered Gas" shall mean that gas being moved under pressure from the
Company's main lines to the customers' and/or consumers' meter.

SECTION 2. Granting of Franchise.

2.1. There is hereby granted to the Company a non-exclusive Franchise to
maintain, construct, equip, extend, alter and otherwise establish arid operate in the City,
as now or hereafter constituted, works, systems, plants, lin£s(Jand all related facilities
(including those now in service) necessary or appropriate tojTellJfmanufacture and store,
distribute, transport, convey or otherwise cdrpuct, serve, supply and furnish the
inhabitants of the City and others, and to the Cifphj^henever the^City may desire to

•̂Oitv-'JEd!, "Li&r^ **V ^-

contract therefore, gas for light, fuel, power, heat arfdfany and all othef-luseful purposes,
and the said Company is hereby granted passage, right£of-way in, under, along and
across, the right to occupy and use in any-,and all lawfuliway during the life of this•>-~ >, s*Franchise any and all streets, avenues, public*easements, rights^f|way, alleys, highways,
sidewalks and bridges, of the City, beneath thefsurface of tluf same, as said streets,

£?<& $®^~''$$'i<~\^ iffi'

avenues, public easements, rights-ofrwaysj, alleys, highways, sidewalks, and bridges of
the City, now or may hereafter existff and fewfulfpurpdsemsjherein mentioned. Nothing in

'' *' M"^f
- w.this Franchise*|shaU grant th^Cpiripany the right tqfuse or operate a gas distribution

system owned"byithe,City, absejfttil&separate licenfejagreement supported by independent
consideration.

2.2. The Comparstiall be allowfffifejoperate and maintain all lines existing on theST r ^.
effective date of^tnis Franchise^within (pity Parks, or then existing on land hereinafter
designated or used as a City Parkvbut shall not undertake a major replacement of such

£??* \~-^%*M
lines or lay new^lrnes within saidiEity Park. In the event that the Company has no

WsgL /$ W J . .
feasible and prudent|alternative4o laying a new line or replacing a line which avoids a1 •̂ •..•fesiss 4j>h JO i *-*

City Park, and the cosfassociated therewith exceeds the cost of laying said line in whole
"H* "% V-1 f $*$?" . .

or in part within a City Park"by 15% or more, then the Company may directly petition the
City Council for permission to cross City Park lands. The petition must include the
Company's grounds for its assertion that there is no prudent or reasonable alternative to
replacing or laying a line in a City Park. Within ninety (90) days of the filing of said
petition, the City Council shall, in accordance with applicable law, including without
limitation, Texas Parks and Wildlife Code Chapter 26, either permit the Company to use
City Park land, or authorize the Company to, immediately upon completion of such
project, adjust its rates for gas service to permit recovery of such total excess costs plus
applicable financing charges at the then current prime rate over a period of three (3)
years, by surcharge,
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2.3. The construction, maintenance, and operation of the Company's Distribution
System and property of the Company subject to this Franchise shall be subject to
ordinances and regulations passed or approved by the City Council, to the extent that
such ordinances and regulations are not in conflict with the laws of the United States, the
State of Texas, or the orders, rules or regulations of the Railroad Commission of Texas or
other regulatory authority where such authorities have pre-emptive jurisdiction over the
subject matter of such City ordinances or regulations.

2.4. The initial term of this Franchise shall expire ten (10) years from the effective
date of this Franchise Ordinance, and shall include any period .between November 17,
2006 and the effective date of this Franchise Ordinance. The .Company agrees to provide,

H ''f- '̂̂ vno less than one (1) year before the expiratiorifpf the initiaj^term, written notice of its
intent to renew this Franchise for the second ten (M) yeafjterm. Athe end of the initial

sfC?• JiL <frtr ^4 2£% ($
ten (10) year term, the term shall be automaticallyfcnewed for onefaMtional ten (10)
year term, unless:

•^>i ' i \.

(a) the Company is in material-default underNthevterms, of this Franchisev ' * J j'*,$--±. ̂  X^k. s^^^r; -rH* ^^
r\ t* i •,, ,• ViV.&B^N , ., t-,̂ W&fcP*;;---X3< ,, ,-,.
Ordinance and written noUee"is%giv,en to the Company by the City; or

sg& jf^giiOV «r
(b) written notice of intent tofterminate ttti^Franchise at the expiration of the

/$$$$& Vfi&l $& ^i^y^i^ J

initial term is givenfto^the @ity bjfethe CdmjSany; or

notice oBintent to renegotiate/this Franchise at the expiration of
j -̂ tObSî &Î X. "̂*̂  ^^-VQ^ffi1^

the'initial ternris given^to the Company by the City.

2.4.1. Wfitteiknotices by thiipty or the Company specified in Section 2.4,
above, must be provided one^d^year before the expiration of the initial term. The notice
shall specify either the desireNtb^reneeotiate or the desire to terminate this Franchise, in

^x '"̂ SPSTi/which event thisfEranchise shalueither be renegotiated or terminated at the end of the
^rta. m ~*V/

initial term. Aftefireneeotiatiojf this Franchise may be extended for an additional ten
\^j^f^¥j£_ ^ ffi,-^/

(10) year term, whiefiwi%in|;lude ten (10) years from the date of the expiration of the
initial term. The party^thaPhas been provided notice of its intent to seek to renegotiate
the terms of this Franchise may withdraw its request prior to the expiration of the initial
term of the Franchise, in which event the Franchise shall be renewed automatically.

2.5. (A)(l) The Company shall not transfer this Franchise as part of a sale of
stock or assets involving the Company and some or all of its divisions and subsidiaries
without the written approval of the Council expressed by ordinance, and such approval
shall not be unreasonably withheld.
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(2) The Council may revoke this Franchise if the Company sells,
transfers, conveys or otherwise disposes of its rights or interests under this Franchise, or
attempts to do so, without the Council's prior written consent. All rights and interests of
the Company shall cease if this Franchise is revoked.

(3) A transfer in violation of this section is void.

(4) The Company may not assign this Franchise to evade fee payment.

(B) Nothing in this Franchise may t?_ejconstrued to grant, renew, extend or
amend by estoppel or indirection any right, franchise or easement affecting the publicF*r wik •$&'%"
streets, highways, sidewalks, alleys, parks, puflic squares, ^public places or other real
property. Only the City Council shall have the|x>wer by ordimSice to grant, renew, and
extend a franchise to all service providers placingtor installing facilities or equipment in,
on or over the City rights of way and of all publicVutilit'ies of every&haracter- operating
within the city, and with the consent of the franchise|holder. The Company may not

* ' t̂ d*' NjfV** * \^ v*s*A** * *

transfer this Franchise except with the approval of ffie^City Council expressed by
ordinance. In consideration of the foregomg^and the authority of,the City to impose

J^K^^^?^^ ^^^•-•^ ^ffî ifreasonable regulations to insure safe, effieienllahd continuouslselyice to the public, the
C_P* * Fgtr ^:"-«k&^iJA ^&£%3&3F -*-

City and the Company have establishedfthe foll<|wing procedures regarding sale of the
Distribution System and transfer oLthe franchise.J XVvflii ¥*«.** i

the evenr<thef>Company expresses its intent by letter or contract to
r'JSVX v\ f J 1^*JV J$

sell its DistnButiSn^System located within the 6nW>f Austin, separate and apart from
other assets of the Company, tKen%lje^City may, within sixty (60) days of receiving such
notice, provide noticeSto^the Company|of itsjntent to exercise its option to commence
purchasing the Compariy's|Austin Distribution System in the manner provided in Section
18 of this Franchise. WhenihelCity has completed its purchase of the Company's Austin
Distribution System, the Cornpany^shall be released from its obligations or liabilities
under this Franchise.

does not elect to exercise its option to commence
> ' "^fes^S^^M '̂ "

purchasing the Company's'Austin Distribution System under Section 18 of this
Franchise, then the City shall commence an investigation to determine if the franchise
should be transferred to the entity to whom the Company intends to sell the Austin
Distribution System. The City's investigation of the proposed purchaser must be
completed within thirty (30) days from the date of receipt of notice from the Company.
The Company shall provide the City with any public information about the proposed
purchaser of its Distribution System that is within its possession, and that it may legally
provide, within seven (7) consecutive days of a written request from the City. Following
completion of the investigation and the City's determination of its desire to approve the
transfer of the franchise to proposed purchaser, the City shall approve such transfer by
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ordinance, under the same terms and conditions as this Franchise, within a time period
consistent with the requirements of the City Charter. Approval of the transfer of this
Franchise shall not be unreasonably withheld. The Company shall be released from its
obligations or liabilities under this Franchise upon the transfer thereof to the new
franchisee.

(3) In the event the City determines, for good cause, that it will not
approve the transfer of this Franchise to the proposed purchaser of the Austin
Distribution System, then the City must set forth its reasons for not approving the
transfer, and the Company shall not be releasedJfjjfo its obligations or liabilities under
this Franchise until such time as the City doesjrioV extend *br transfer the franchise to a

lk$" 1&% -̂ ffirtyP''

new franchisee. When the City makes its decision not tpfjxtend or to transfer the
Franchise to the purchaser of the Company's Austin Distritmtion\System, the City will
immediately begin negotiations with the Company andSthe purchaser in an effort to
address, in a timely manner, the City's reasons for nowextending the franchise.^

7 J ' J YV'il- -L*. ° i*S K.,Mtw At./

at̂  ^&- ";£*&. -™*»"

(4) Nothing in this Franchise shall be construed to limit the City's right to
"^IsfK

refuse to transfer or extend the franchise to the.proposed purchaser. #^^£=^TJT;&. I t *£•£!.'.&* ?&r

* ?,* ^$&F&&, ttinW
2.6. The separation of the utility and non^utility properties of the Company into

separate business organizations shall not\operateAtpftrigger the requirements of this
section. ^ J8* W # îS&r

PJ

SECTION 3r^mcceptanclBlCompanY aricfEffective Date.
frCtfr-

3.1. This Franchise shall oejlaccepted by the Company in writing, which
.A%#-*2&f-;.i' i&t ^i^P^J-^^v T^ly t*''

acceptance shall beifileclSwith the Citywitbtin sixty (60) days after the passage of thisr fw *-« </*<"•. "KS "̂ 10
Ordinance by theXCity Couricil^and wherFso accepted this Ordinance shall be a contract

Jnf *%t*V &*
duly executed byjand between tne,Qtv»and the Company.

3.2. The Cifey$by the granting of this Franchise, does not surrender or to any extent
lose, waive, imperiKMessen^fhe lawful powers and rights now or hereinafter vested in
the City under the Constitution and Statutes of the State of Texas and under the Charter
of the City to regulate the rates for services of the Company; and the Company, by its
acceptance of this Franchise, agrees that all such lawful regulatory power and rights as
the same may from time to time be vested in the City shall be in full force and effect and
subject to the exercise thereof by the City at any time and from time to time.

SECTION 4. Service.

4.1. Service shall be provided by means of the use of streets, alleys, Public
Easements, and other public rights-of-way. If additional Public Easements are necessary,
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they shall be the responsibility of the property owner requesting such service. All future
locations shall be in a space designated by the City. The Company shall not place its
facilities where the same will interfere with any existing cable television, electric, water,
street lights, fire lanes or communications lines, or obstruct or hinder in any manner the
various utilities serving the residents of the City.

4.2. The Company shall, as specified in its "Rules of Service," as are now, or as
shall in the future be approved by the City Council, or other regulatory authority having
jurisdiction, furnish service without unreasonable discrimination to all areas of the City.
The Company shall not deny service, or otherwjs^discriminate against applicants for
service, customers or consumers on the basis x>Prace, religion,|national origin, sex or
sexual orientation. The Company, and its successors and assign!, shall have the right to
adopt and enforce Rules of Service hereundegyiot inconsjsfent^with the law of this
Franchise Ordinance.

4.3. The City may require the Company to|maintain a Terminajdoif of Service
Policy in its Rules of Service that is identical to or*cbnsistent with that applied to

N î'«b. rr
• • 1 1 * . 1 --^*« . . * t * . - rmi *"t * . < * « X* -ifVw** . • . * * f*similarly situated City utility customers. ThetQty shall, commensurate with approval of

any such change in the Company's RuIes^SSeryice, proviSelfor the recovery of the
JjSj/ ss&iSliiX. ftfia.*1 «•

prospective cost impact associated with the change|ora;hanges.

4.4. The Company shall mairitainlits prqperty]and|equipment in good order and
condition consistent with the needs of the service, to be rendered therefrom, but may not
, 114i^f*S^ » • W^i^'i'.' i iff!w...« * ,1- T. '•be compelled to^/extend its ffacilities beyondlthe^/consumer s property line. It is

1 •iTtfi^iV-r*, JT^t^^lv^K^w XsYtf^ilr

recognized that the%ompany#shall|Tetain full title in and right to its personal property
whether or not same i^incorporatedMnlreal estate. The Company shall, at its own cost
and without expense^toSany of its customers or prospective customers wherever
permanent improvements areflocated orFthe premises of such current or prospective
customer and/oritonsurner, conftructo and maintain a service line of proper size and
capacity from itsifnain to the property line of each current or prospective customer and/or
consumer. The (Company shalFin every instance install all necessary lines moving
unmetered gas.

4.5. The Company's system and appurtenances shall be located, installed and
maintained so that, to the extent reasonably practicable, the facilities do not unreasonably
interfere with any improvements the City may deem proper to make, or unnecessarily
obstruct the free use of the streets, alleys, bridges, Public Easements or public property.

4.6. The City Council may, in its discretion, pursuant to the authority of the City
Charter, require a management audit of the Company's operations in the City. The costs
of such audit shall be borne by the Company but recoverable through its rates.
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4.7. The Company shall actively support the conservation of natural gas by
designing, implementing, monitoring, and evaluating such conservation programs. The
extent of the Company's specific participation in the conservation of natural gas shall be
determined by Ordinances that the Council may adopt, from time to time, during the term
of this Franchise, The Company shall work with the City to coordinate conservation
programs in a manner which will avoid unnecessary duplication and will enhance
benefits to the community. In working with the City, the Company shall attend meetings
of the Resource Management Commission or successor board or commission, at least
once every calendar quarter, for consideration of the Natural Gas Conservation Program.

SECTION 5. Use of Streets and Public Easements.

5.1. The Company is hereby authorized, licensed and empowered to do any and all
it.- i , 11 i V$Kf ,A- "^ "%!H^>. , , ,things necessary and proper to be done and performedBin executing the powers and

Si" -̂̂  &*' S*li$$v $5
utilizing the privileges herein mentioned and graritedjby this Frahchise. provided the

, F;lHL ^fi^vJ^
same do not conflict with existing water pipes, sewefsf|electric poweMiries, telephone

° r r f^tf "<j vp-igV ">-"•'...- 7 f

lines, cable television lines and other authorized installations, and provided that all work
"X§ms>

done in said streets, avenues, Public Easements, RightsJof-Way,^ alleys, highways,j$°%?$®^ ^f^sL-'̂ '
sidewalks, and bridges by the Company^fsfralllbe done witnStoputmost diligence and
without unnecessary inconvenience to thejpubli^OT^individuals.Wurther, the Company'sJ jpL* //*«<*p>. fr f J
use of the foregoing shall be in accordance withvallMSity Ordinances and the "Standard

o c> j^lpjk ¥£3*. t$ >6"-* «-.-<.. .JK.-I

Specifications for Cuts in Public Rignts-ofiWay.Q'1 /f-Wk . »*»,--«* •* fin

f^-^^fs K ''lisa Kt$\v.~^W
5.2. The "mainlines of melCEompany shambeilaid in alleys, streets, and avenues,

^f"^ /'l^^fK "^^and other Public Easements, and wjien in streets and avenues, shall be laid parallel with
' * * l '

the curb line thereof, omn^such locaticqjs^as shall be most practical. The Company's main
lines shall be installetMrSfeplaced at aepths^which comply with all applicable state and

f y* • *~ ~o y&, Sl&iy*'
federal rules andfregulatioiis^establishin^ minimum safety standards for the design,
construction, maintenance and^operation of pipelines, provided, however, that in no case
shall any main Seilaid less tharifMfinches below the established street grade, without

Jl

permission of the Director of Public Works.
~ ^ ^

5.3. When the Company shall desire to lay any mains hereunder, and before
commencing its construction work, it shall submit to the Director of Public Works or
other proper authority an application for permit, and a map or plan showing the streets,
avenues, alleys, and other Public Easements wherein it proposes to construct its facilities.
The Director of Public Works or other proper authority, shall respond in writing to the
Company within ten (10) calendar days of the Company's submission either approving or
rejecting the plan and if a rejection, listing the reasons for such rejection. Actual
approval by the Director of Public Works or other proper authority shall constitute a
permit to the Company for the opening of all of the streets, avenues, alleys and other
public places shown on the map or plan, and for the construction or laying of the
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mainlines and other facilities or equipment by the Company. Provided, however, that it
shall not be necessary for the Company to secure a permit for the laying of service lines
from the mainline pipes of the Company to its customers and/or consumers. Nor shall the
Company be required to secure a permit in advance of excavation in the event of an
emergency, as defined herein, provided that the Company shall file with the Director of
Public Works no later than ten (10) days after the last day of such an emergency, the
information that the Company would have been required to pre-file had there not been an
emergency and detailed information that describes the circumstances of said emergency.

5.4. In furtherance of the public interest in saTety, health and public welfare and to
• • ^v-^fi^V1 jf\

facilitate the safe management of public right^of way, the construction, expansion,
reconstruction, excavation, use, maintenance and operation of the Company's
Distribution System and property is subject to al\generally applicable City requirements.
In addition to any other City requirements, the Oojtnpany|pjhall provide the City's Office
of Right of Way Management, or such other "fMeMs as the dity^ may! designate

. , , , , MW&*^ xf^S^yconstruction plans and maps showing the routmgllfof any new Construction and
construction plans, forty- five (45) days prior to the commencement of construction
which involves an alteration to the surface prwbeneath the surface oLthe public right-of-
way, to the extent generally required. The^Kbrripany shall not fegin'construction until the
plans and drawings have been approved in writmg by the ©ffice of Right of Way
Management; this approval shall Jiot be%unreasonablyv delayed. The Company shall

iSF^f^ t'^% M \^t^».fK!©3
participate in the Austin Utility Location (BoordinatiorilClommittee ("AULCC") meetings

0 N , r l W-̂ " M j f -".-»-" v s o
and coordinatethew construction with the AUL@C. The Company's facilities shall bear

"- ' -vthe identificatiommarjcs estabbfne^d^by the AUL(|<S|iFthe facilities are installed after the
AULCC establishe^iaentificatioSnar-ks.

5,5. In the event-ofsafcconflict between->tne provisions of this Section 5 and those of
J&- N?^* WV

City Code ChapteFi4-ll or'dther ordinance of general applicability that regulates the use
of City public rights-of-way, the^proyisions of the City Code shall govern

SECTION 6. Work by thefCity and Others,

6,1. City reserves^'the right to lay, and permit to be laid, sewer, cable television,
water, telephone and other pipelines, cables and conduits, and to perform and permit to
be performed any underground or overhead work that may be necessary or proper in,
across, along, over, or under any street, alley, highway, Public Easement, or public place
occupied by the Company. The City shall be liable to the Company only for any damage
to the facilities of the Company, the producing cause of which is the negligence of the
City or its employees.

6.2 If the City requires the Company to adapt or conform its Distribution System,
or in any way alter, relocate or change its property to enable any person, firm, corporation
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or entity (whether public or private), other than the City, to use the public ways, the
Company shall be entitled to reimbursement from the person, firm, corporation or entity
desiring or occasioning such change for any and all loss, cost or expense occasioned
thereby,

SECTION 7. Changes for Governmental Purposes.

7.1. If, during the period of this Franchise, the City shall elect to alter or change
the grade or alignment of any street, alley or other Public Easement, or any water pipe,
wastewater pipe, or any overhead or underground-structure within the corporate limits or

•/Pw îP1* f J'~h.

the extraterritorial jurisdiction of the City, so/as;5rto conflict witirthe facilities of ther-f \^\. f?y
Company, the Company shall remove or relocate, as necessaryWall of its facilities at its

¥\ *5T*r3&vown expense. Schedules for this work shall be developed by designated representatives of
the Company and the City. If such representativesreannotfagree orikhe schedule, the City

V-'*-K s'flx'^ ^iT& $ J

Manager, after consultation with the Company, shalllestablish a schedule. This schedule
^$ * '• "'V î-i "^ -£^"^""1 j&'&'ty

shall provide for a minimum of thirty (30) days to existebetween the tiineithe^schedule is
x ' Ly ""w«"̂ V ••*£!>•-••*'

furnished to the Company and the time that any specific w&rkto be done by the Company
covered in the schedule is to begin.

7.2. Whenever any such project isffunded, in>whole or intoart, with federal or state
I^A J^^^^v^. />•

highway monies, if the federal or^statelgovernmenfcr>royades compensation for utility
*-* *' * J $&&$$*• ^ i.*& $W * $£$h* ^rtf''*2 $•

adjustments, the City shall requestftliat compensation lpj|jc>vided to the Company by the
funding authority^ If the City'receives such requestediutility adjustment compensation, it
, i, , ,. ,u ~ 3 î is.1 Mt?A ^ J J ^shall dehversameHQithe Companyi|

fe-^A I?j*so< ^

23%^C

7.3. The City shalkallow in My|rate-setting proceeding, or shall support in any
11 . !• .!< ŝ€̂  .i w^.^ '̂ . . , , i, £ ,,appellate proceeding^as^reasonable an.raiecessary cost, amounts equal to all of the

capital facilities iff the cityffemnty andFstate capital improvement projects generally
affecting the Cit5||incurred or budgeted by the Company from the end of the test period
through the tweL^(12) monthsWter new rates are expected to be set, as known and
measurable changeMto the Company's rate base and cost of service. The Company's
reserve for depreciati^n^all|be adjusted by an amount equal to depreciation on such
increment of capital costs*r6f one-half of the known and measurable change period. The
Company in the alternative and at its sole option may choose to accept an addition to the
Company's rate base equal to two percent (2%) of the cumulative city, county, and state
capital improvement budgets affecting the Austin area. Either option shall be accepted,
adopted and otherwise supported by the City as meeting the Company's burden of proof
in support of such known and measurable changes.
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SECTION 8. Company Rules and Regulations, Jurisdiction.

8.1. The Company and its successors and assigns shall have the right to adopt and
enforce Rules of Service for service hereunder not inconsistent with the law or this
Franchise, and shall be subject to the original jurisdiction of the City or other regulatory
authorities having jurisdiction from time to time.

8.2. This Franchise shall be governed in accordance with and construed by the
laws of the State of Texas. If there is a dispute between the City and the Company on
any issue arising under this Franchise Ordinance orjthe operation of the Franchise created
thereunder, other than where an appeal is subiect|t(?the TexasxGas*lJtility Regulatory Act

w iTk/ft^ j o j
or subsequent regulatory authority, as it may be amended frdrnftime to time, the parties
agree that trial of such action shall be vestedtexclusively ^Ihe Travis County State
District Courts or in the United States District Courtrfor the>West]ll|District of.Texas.

SECTION 9. Curtailments.

9.1. The Company agrees to actively seek to provide4the^best mix of gas supply at
jSSR^ '̂t&v *^ff^\k, r/W r r J

the lowest prices consistent with its duty^tolgroyide safe andjfeliable services to its
customers. The Company shall make an annuaBreport to the^City of its gas supplyr J f$ p^*^ f V rr J
activities relating to Austin, and Jn addition .shalKSprovide such a report upon the

• , . , . , . /fev ra, /a v&vM . ... . . • .i_-circumstances in which it is requirgdrto undergo a management audit as set out in this
Franchise.

9.2. The Company shall exercise its besf efforts under reasonable terms and
,. - ^SfK "W^Kconditions, to maintain|an^adequate%upply oJ&matural gas to meet the requirements of

J .4£L>' -̂ -..sr. 1 .̂'v"* (-•*•*. «* '̂"f̂ " ^ *• • •! ^^iW^^^w^ * ^faiHr** ^w ' * i * • •residential consumersf hospitals and esserlt||Fgovernmental services within the municipal
limits of the City of

9.3. The Company's undertakings shall be subject to its ability, by use of due
diligence and normal^businessjmethods, to obtain and place in service the necessary
materials and facilities|S^orp6yer, the Company shall be excused from failure or delay in
performing such obligations** if and to the extent occasioned by an act of God, fire,
explosion, flood, act of a public enemy, contagion or contamination hazardous to human
life or health, legal restraints, labor difficulties, material shortages, interruption or
deficiency of gas supply not attributable to default of the Company or, without
limitations, any other cause or combination of causes not reasonably within the
Company's ability to anticipate or control. The Company shall notify the City promptly
and in no case less than thirty (30) days of its intent to utilize this provision of this
Franchise. In any case of shortage of gas supply due to any cause where the Company,
by reason thereof, is unable to furnish gas for all purposes, preference shall be as
specified in the curtailment procedure set forth in its Rules of Service.
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SECTION 10. Annexations by City.

The City shall notify the Company in writing of the annexation of any new
territory into the city limits of the City. Upon receipt of notice of annexation from the
City, the Company shall have sixty (60) days to begin collecting and paying the
Franchise Fee for any revenues received from the Company's customers and/or
consumers residing in the newly annexed territories.

SECTION 11. Fees, Rates.

11.1. Since the streets, rights-of-way. amPPublic Easements to be used by the
/~i • fjf ¥&&./*£'*'
Company in the operation of its system withinfthe boundariesjof the City are valuable
public properties acquired and maintained by the City at great\expense to its taxpayers,
and since the grant to the Company of the use oitsaid streets, rigfits^of-way, and Public

**r3fc&$X -e&>if̂  ' *—' *v.&;*'viSV fJH

Easements is a valuable property right without whienttffevCompany wpMd berfequired to
f̂ik '̂l̂ ^k "̂î &Kb, f$?%$

invest substantial capital in right-of-way costs and .acquisitions, and sineelthe City will
fey ASfifHfi?* '<«*«'> J

incur costs in regulating and administering the FrancHse%he Company shall, throughout
the term of this Franchise, pay the City tries-aggregate sumfeffjive percent (5%) of the
Company's total gross revenues (exclusive1of"trie\Texas LimitecfiSales Tax), collected for
gas utility and transportation services to|consumers|and customers within the corporate
limits of the City under the Compariy's|rates,^ffectiye from time to time, excepting
therefrom, however, the eross revemfes from gaslsold tStwCity for its own use, and the

£KN AL ftL*^**" tsi $$ ~^i^r'
value of Transport Gas transportedfby the Compiany for delivery to a customer other than

•4Sî t̂ \̂ l;:^^Ml. teKgkr $#
a public entity as^herein definedjbefore January 1%2010.

•• •> Tj3ifl;-̂ k l'!*w-,j;Ji')iSV •• *;>v >jf

11.1.1 Tnet,Gompany sfialkpayihe City the aggregate sum of 2.5% of the
j<£i?fcii' T?»i "*y^sr"v JQ.2* cjc1 c?

total value of Transport^Gas, that the Spmpany transported for delivery to a customer
& ^^Sv wi*other than a public entity, asgierein define!, between January 1, 2008 and December 31,M ^%3^> a*2009. Thereaften|the Company^sh_aU^pay the City the aggregate sum of 5% of the total

value of said transported gas for theremainder of the term of the Franchise.
Tr

11.2. The FrancRiserFeS7shall be paid quarterly to the City on or before the 15th• . r i j J
day of the second mofitPrfollowing the end of the quarterly period for which said
payment is due. The Franchise Fee payment shall be made via electronic funds transfer.
At the time said payment is made, the Company shall deliver to the City's Office of
Telecommunications and Regulatory Affairs or successor in function, a summary
statement indicating the derivation and calculation of such electronic funds transfer
payment. For purposes of determining such fee, the books of the Company shall at all
reasonable times be subject to inspection by the duly authorized representatives of the
City, subject to the City providing twenty (20) days written notice to the Company of its
intent to conduct such inspection. The inspection and audit shall be limited to the three
(3) years immediately preceding the date of the written notice. The expense of all audits
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and reviews of all Company records for the purpose of the operation of this Franchise
shall be paid by the Company and recovered in tariff on file for this Franchise.

11.2.1 In the event any quarterly payment is made after 5:00 p.m. on the date
due, the Company shall pay to the City a late payment charge of the greater of:

(a) $100, or

(b) Simple interest at 10% annual percentage rate of the total amount
past due.

11.3. The Franchise Fee shall be inf lieu of anlfJanB all other rentals or
*Y& •* ^S-fej i£JX

compensation or Franchise, license, privilege, instrument, occupation, excise or revenue
taxes or fees and all other exactions or charges (except ad^aloremlpropertv taxes, special

. f , , - , j u '^d^sffi - ^&i -r # iassessments for local improvements, and such other^eharges imposed^umformlv uponr ^& -TJJ\. ° r V^i^Ti. -fjio J rr* ip -.1 J • i wwjrtX.,, A-, XT, \ XVv^wt^sf.,persons, rirms or corporations then engaged in busmessMith the City), or^grrmts upon or
relating to the business, revenue, Franchise, gas lines, installations and systems, conduits,
storage tanks, pipes, fixtures and other facilities^of the Company and^all other property of

.̂ liiffjlK r "%!&***> jttfî  r r J
the Company and its activities, or anyipafStEereof, in the^di'ty^which relate to the

f\, ~^^w -«•<**•'
operations of the Company's gas Distribution Sysfern,

11.4. Said Franchise Fees sKall accrue tolthe GifWSnly so long as the City, after
ĵ?*). •&. rtS-*1'*" i?5t 1st ''H-**"

notice and thefbpportunity to\curei in the instance of/disagreement between the parties.
-*i-J?F J%^ •• %• &*^*i£j^fei V-4 %§f^^t ^j/ ^^

does not charge,^iey#y. require/orKollect any otherlfentals or compensation of franchise,0 7 -s™v • X * -If^E&î i*!, ^ <Jte«Bi .H-sf r ',. • -i .. . clicense, privilege, instruments occupation, inspection, excise or revenue taxes, tees or
other exactions or charges relating ^togthe operation of the Company's gas Distribution

*" ..... '̂  '̂0 ^ , ,-,., - r f - f i , • .System in the City as^aforesaid,
J J frir -̂ ttSKTSi..

11.5 The franchise Fee's^fjned in the Franchise Ordinance are a reasonable and
necessary operating expense of Company and may be fully recovered by Company by
collection from itsicustomers iiuthe City, whether asserted retroactively or prospectively,

« k .by revising its rate schedulesjassessing an additional charge to the monthly bills of its
customers within the City^a'dding an additional charge to the Company's purchased gas
adjustment clause for the City or in any legal manner approved by the City.

11.6. Company shall be allowed to fund, in the rate base, a reserve account to
provide for an orderly accumulation of funds necessary for payment of the Franchise
Fees specified in Sections 11.1 and 11.1.1.

11.7. (A) Each transportation customer of the Company shall disclose to the
Company the purchase price of said gas. Should the transportation customer fail or
refuse to disclose or furnish such purchase price to Company, Company shall establish
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same by utilizing a price equal to the Houston Ship Channel Index of prices ($/MMbtu)
for large packages of gas published each month in Inside FERC's Gas Market Report (or
a successor publication or another publication agreed upon by the City and Company) for
the period of time the transportation service is performed.

(B) The Company shall use all due diligence in collecting from customers
any and all fees required by this Franchise agreement, but shall not be responsible for
paying same to City if the Company's customer refuses to pay the fee imposed on the
purchase price of the Transport Gas transported, and remains delinquent in payment of
such fee for a period greater than sixty (60) days.jpte Company shall be responsible for
the uncollected fee on any gas thereafter transporte^througli|the rights of way of the City
to the Company's transportation customer, but in no event shSl|th"e customer be relieved.

T^Z^fc A ^t_ *• VV

11.8. (A) The City Council hereby expressly reserves^tKesjight, power, and
authority to fully regulate and fix the rates and chargegfor the servicekofsthe (gompany to
its consumers as provided by State law and the City ©Barter.

* •* * £ sif •tvfrttftfW**.

(B) The Company may from time to time propose changes in its general
jjfT £3rH i-J^ f̂tfc *-^Vf-^'^fc _J^uf ^*^ ^^

rates by filing an application with the Gity'Secretary for the%onsideration of the City
Council. Within a reasonable time consistent witnuaw, the City/Council shall afford the
Company a fair hearing with referenceito the application! and shall either approve or
A- *u Jr u '^f^i ¥a u &A ^&&P4m, ,, rr
disapprove the proposed changes orimake%uch order as/maybe reasonable.

^(CHnforder to ascertain any and alMacts, the City Council or its designate
u 11 u r 11 "*&*& j *33**̂ & - . ^W V u . , , ,, , , % .,shall have full power^and authonty^toanspect, or cause to be inspected, the books of the

<%~*i-4v N^>!"^\
Company, and to inventory and appraise, or cause to be inventoried, and appraised, the
property of the Com]my||and to compe||th&attendance of witnesses and the production
of books and records.

(D)lPhe City shallMtbt allow as to rates or services an unreasonable
%s>v'\ H v

preference or advantage to anyone within a service classification, nor allow the Company
to subject anyone rwitlnn^a|cfervice classification to any unreasonable prejudice or
discrimination. NeitherWairthe Company grant, directly or indirectly, any rebate, in the
form of money or any other thing of value, to any consumer in order to circumvent the
rate schedules filed with the City pursuant to this Franchise Ordinance.

(E) The City Council has authority to require the Company to allocate costs
of facilities, revenues, expenses, taxes, and reserves between the City and other
municipalities or unincorporated areas, consistent with State Law.

11.9. The Company agrees that the City may, at any time during the term of this
Agreement, at the expense of the Company, obtain expert assistance and advice in
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determining fair, just, and reasonable rates to be charged by the Company to its
consumers in the corporate limits of the City, and in determining the extent to which the
Company is complying with the terms and conditions of this Ordinance. The Company
agrees to pay reasonable expenses in connection therewith, or reimburse the City for the
same, which expense the Company shall be entitled to recover through rates and tariffs.

11.10. The Company shall file annually with the City's Chief Financial Officer, or
his designate, no later than four (4) months after the end of the Company's fiscal year,
annual audited statements of the Company. The certified public accountant preparing the
statement shall certify that the statement is in^atfcprdance with applicable generallyj A^"^* *. rr ° j

accepted accounting principles.

SECTION 12. Indemnity.

The Company shall indemnify, defend, and|save harmless tneJj*<City,|its agents,
officers and employees, against and from any andlallfelaims by or onlrjehalf of any

fif^ *m|?Y^K. '"^-fax*^ •*

person, firm, corporation, or other entity, arising fromMhe Company's construction,
operation or management of its transmissioa-or DistributionfSystern.yor arising from any

.-iF^^SiĴ V TSwsi?%s._ _j*v''
act of negligence of the Company, or anyjpfits/agents, contraetolrsfservants, employees,
or licenses, including a breach of the! Compahyjs obligation under this Franchise

f£? /./*., v \. ° £f

Agreement to provide the City information contaihed^in Britten reports that is free of
material misrepresentation, and fromfand^against allTcosfsf counsel fees, expenses and

Al\ . $v y&*r ten 3 "̂ w»" r

liabilities incurredjn or aboutmnyesuch claim oferoceeding brought thereon; except that
the indemnity"provfded for in tHisJffaragraph shalllnptlapply to any liability resulting from
,, 1 • wS^t, . ! IBpS&fWlW. • . £*R£rr*i'A. 't- £C' J 1 Tthe negligence or intentional acts onomissions or the City, its orncers and employees. In

^SKfe "v -̂̂
the event a claim allegedly arises fromvthe concurrent fault of both the City and the

any claim or cause of actiorrKwhich^may be asserted against the City relating to ort ifA i&iij '•''f̂ &yy
covering any niatter against whicWihe Company has agreed, as set forth above, to
indemnify, defendfabd save harmless the City. The Company reserves the right, but not

' ' - - . . -the obligation, to erngloy|sucn^attorneys? expert witnesses and consultants as it deems
necessary to defend againsVthe claim or cause of action. The Company shall have the
right to investigate, defend and compromise all claims referred to herein after conferring
with the City's Law Department. It is understood that it is not the intention of either the
City or the Company to create any liability, right or claim for the benefit of third parties
and this franchise ordinance is intended and shall be construed for the sole benefit of the
City and the Company.
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SECTION 13. Insurance.

The Company will maintain a level of insurance in consideration of the Company's
obligations and risks undertaken pursuant to this Franchise that is consistent with best
industry practices. Such insurance may be in the form of self-insurance to the extent
permitted by applicable law, under an approved formal plan of self-insurance maintained
by the Company in accordance with sound accounting and risk-management practices. A
current certificate shall be provided to the City. The Company shall be responsible for
paying all self-insurance retention and insurance deductibles associated with the payment
of any claim arising from activities conducted undeflfthis Franchise.

•* C3 jt",n"-xf Lv^F

*4?
SECTION 14. Equal Employment Opportunity.

14.1. The Company shall adhere to equal employment practices within the City of
Austin, and to all federal, state and local rules anffelaws pertainirfgfto discrimination,

V '̂̂ rS^ .̂ ^^ :£•&•&:£ •'*Hi_ ^jtef

equal employment and affirmative action.

14.2. The Company shall provide equal employme'nttopportunity to minorities,f J i J^'^V-J^K -i + Natofctfc •**. r ^^ •/ "
* -:R ^TJ"r^V ^^*?-N"i s a*F>^

women and the physically disabled at alPlevels^ and in alHpnases of operation. In
t̂ f 'iP'tP' '*'H^

addition, the Company shall promulgate ah affirmative action policy which shall cover, in
^& if^^v *\ ^addition to employment: training^hef granting of||internships, purchasing, and the

employment of subcontractors.

14.3. ^Company shall makesall reasonablelefforts to comply with its affirmative
i*^*1*- *--̂ <L_#;3S.«s!x. Sr̂ "?^ * J

action commitments^

SECTION 15. Forfeiture and Termination.

15.1. In addition to alPother,rjghts and powers retained by the City under this
*N31\ 't*&'f£^P:f

Franchise or otherwise, the City reserves the right to declare this Franchise forfeited and
VC îSk, jW "Sj?

to terminate the Franchise and all' rights and privileges of the Company hereunder in the
V'̂ '-̂ S.- '̂&event of a materialloreachgof its terms and conditions. A material breach by the

T ĵ;1^̂ -;̂

Company shall include, BuPsfiall not be limited to, the following:

(A) Failure on more than three (3) occasions to pay when due the Franchise
Fee prescribed by Section 11 hereof. Failure to pay a single installment of the Franchise
Fee in full (including late payment charges in accordance with §11.2.1) within thirty
(30) days after the due date, in the absence of a bona fide dispute communicated to the
City in writing on or before the due date of the applicable Franchise Fee installment, is a
material breach.

(B) Failure to materially provide the services provided for in this Franchise
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Ordinance;

(C) Material misrepresentation of fact in the application for or negotiation of
the Franchise; and

(D) Conviction of any director, officer, employee or agent of the Company
of the offense of bribery or fraud connected with or resulting from the awarding of this
Franchise to the Company.

15.2. The foregoing shall not constitute a^riiaterial breach if the violation occurs
&iW<?'i"&* '\

without fault of the Company or of its employees*br occurs|as a^result of circumstances
beyond its control. Company shall not be excused by merefeeonomic hardship or bv

U SfS'̂ *V.malfeasance or the malfeasance of its directors, officers, or employees.
' w.,k. ' >arr •S:V!,,BJS.

V^fTj'i^t jflklSr NT j<*^ £=l

15.3. In order for the City to declare forfeiture; the City shall\make a written
demand that the Company comply with any such provision, rule, order,^pj|determination
under or pursuant to this Franchise. If the violation bylthe Company continues for a

1. •/ ^^jj-;^?;^ -1 •'

period of forty-five (45) days following suchrwritten demana%without written proof that
jtf*'?'J^ '̂'̂ V. ^-'!«-?^s~-«^ '̂

the corrective action has been taken or is%eirig|actively antexpeditiously pursued to
completion, the Council may take undef consideration the issue of termination of theL J £'4* <flVrt>l*K f&*iFranchise. The City shall cause to be^served uponHfietdompany. at least twenty (20) days

£*®m ^^ & %:!^W -̂prior to the date of such a Councililmeetine, ajwrittenlnotice of intent to request such
^\ fv S^" fe\ ^ '*^v^

termination andithe time andYplace of the meeting. Public notice shall be given of the
,/«^l%,,. ,t. ^A.. , -J^C^meeting and*issue;which the Council is to consider-M/0 *WWA. jtr^^tiaMk Na?flir

15.4. The Council shall heaSand consider the issue, shall hear any person
-rf<££^£ js:V. "S^ r̂̂ t -?fi>^

interested therein, ami^snaindetermine. iniits^aiscretion. whether or not any violation by
j&!T ^ ?. MX. * iffflî jr ' ^ J

the Company has.occurred.

15.5. If tfiekCouncil shalllUetermine that the violation by the Company was the
fault of the Company&and withinfits control, the Council may declare the Franchise of the

* ^y,1fj<>- ,S''af
Company forfeited vana|temuna'ted, or the Council may grant to Company a period of
time for compliance. Nothing herein shall be deemed a waiver of the Company's right to
pursue all available legal remedies.

SECTION 16. Change of Control.

Upon the foreclosure or other judicial sale of all or a substantial part of the
Distribution System within the corporate limits of the City, or upon the leasing of all or a
substantial part of the Distribution System, the Company shall notify the City of such
fact, and such notification shall be treated as a notification that a change in control of the
Company has taken place and the provisions of this Franchise governing the consent of
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the Council to such changes in control of the Company shall apply.

SECTION 17. Receivership and Bankruptcy.

17.1. The Council shall have the right to cancel this Franchise one hundred twenty
(120) days after the appointment of a receiver or trustee to take over and conduct the
business of the Company, whether in receivership, reorganization, bankruptcy or other
action in proceeding, whether voluntary or involuntary, unless such receivership or
trusteeship shall have been vacated prior to the expiration of said one hundred twenty
(120) days, or unless;

17.2. Within one hundred twenty (HO) days afteMKis or her election or
ii w -!•">appointment, such receiver or trustee shall have\|ully compliefd\with all the provisions of

this Franchise and remedied all defaults thereundemor

17.3. Such receiver or trustee, within one hunared twenty (120Wdays; shall have
|j>B*r *̂"̂ ! V*&* L-*t«'»

executed an Agreement, duly approved by the court having jurisdiction, whereby the
receiver or trustee assumes and agrees to tjejbound by eachgand eyety provision of this
Franchise granted to the Company.

SECTION 18. Purchase.

18.1. j t h e Franchisees renewed pursuant tg! the terms of section 2.4 of this
Agreement,^Ke^Gity shall hay^the option toffmrehase the Company's Distribution
System within the (§ity»of AusfirTatkany time afte?the end of the fifth year of the second

*£/*<*,&., »-3 :'(.?,& '
ten year term.

18.2. The^ollowmg%£|conditiqns precedent to the exercise of City's option to
purchase: flj

18.2:teThe City must provide the Company with written notice of the City's
intention to exercisefcitswoption to purchase the Company's property devoted to the

"*^&*0%^z~fe~ "^b'l&ffl1'

Distribution System. ^^^^

18.2.2. Within thirty (30) days after receipt of the notice of intention to
exercise its option, the Company shall make a written offer ("Offer") stating the cash
price at which the Company is willing to close the purchase and sale of the Distribution
System., Within ninety (90) days of the receipt of the Offer, the City must give written
notice to the Company (a) that the Offer is rejected and the appraisal procedures set forth
in Section 18.3 are to be initiated, (b) that the City agrees to purchase the Distribution
System for cash at the cash price stated in the Offer, or (c) withdraw its notice of intent to
exercise its purchase option.
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• 18.2.3. If the City agrees to purchase the Distribution System at the price
stated in Company's Offer, the parties shall negotiate the terms of a definitive purchase
agreement in good faith. Closing shall take place within thirty days after satisfaction of
all conditions precedent to the sale in the purchase agreement are satisfied, or at such
other time upon which the parties may mutually agree.

18.3. Upon initiation of the appraisal procedures set forth in this section, the
Company and the City shall each appoint an appraiser within thirty (30) days after
delivery of the written election for appraisal under^Section 18.2. The appraisers shall be
experienced in the evaluation of gas distribution^systems, anlLneith^r appraiser shall have
worked for either the City or the Companyf within fiveftS:) years of the date of

v\. l£iS ^^jL

appointment or be otherwise disqualified from^rendering independent judgment. The
City and the Company shall each immediately proyide^the name^mailing address and
telephone number of its appointee to the other pftty^The appointeH^appraisers shall
agree on the appointment of a third appraiser with likelqualifications. <m?^^-

18.3.1 Within thirty (30) daysjafter appointment^ the^third appraiser and
after no less than least fifteen (15) days writtenfnotice to the parties, the appraisers shall

f j ^ljr^3;£*5lt ~*?*v&y

commence their determination of the appraisal valueiof the Distribution System.rrfes»i ĵ M-sik . £r J

18,3.2. Within ninet||(J90) days a|ter th|^cg|hmencenient of the appraisal
process, the appraisers shall each Me with the Oity ana the Company a written proposed

r^riw-JSt'ifiV te^S*1 $4 "̂ S*- ^4"J

decision on the appraised valueffiricluding detailedWritten findings explaining the basis
\^ i^~h \. f%t£. ***"£$zi?iifo*. ^^ \&t-~™:'*%^ *-? M- t^

of the proposed valuation. The'factors for the appraisers to consider in arriving at a fair
"" îî ^V ^-^>.

market value for the\(Bornpany's facilities shall include, but not be limited to, the
.^rff^dV^r^X *- * VWhiJfrvTt Arf

following:

(A)l the book valuekpLthe assets constituting the Company's Distributionv *'& ° J

^System withinlffie City of Austin;

(B) tne^'aeemnldPcondition of the physical plant and equipment;
"**'S;}S'̂ 3^^&'

(C) the discounted future revenue stream generated from the customer
base; and

(D) the remaining useful life of the Company's Distribution System
within the City of Austin.

18.4. Closing shall be held at a mutually agreeable location one hundred twenty
(120) days after the City's receipt of the Offer ninety (90) days after the final decision of
the appraisers becomes final. At the closing, the City shall pay in the case the cash price
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stated in the Offer or the final appraisal value, as appropriate.

18.5. The time periods specified in this section may be modified or extended only
by a writing duly authorized and executed by both the City and the Company. Such
authorization shall not be unreasonably withheld, provided that any such request shall be
made in writing and received by the other party within a reasonable time prior to the
expiration of the time period sought to be extended.

18.6. In the event the City decides not to purchase the Company's Distribution
System or the City is financially unable to clplse the purchase of the Company's
Distribution System within the time set forth herein, the Gity's^purchase right shall be
deemed waived and the City shall reimburse tfie Company formal! the Company's costs
and expenses expended in preparing for the purchase transactiph

SECTION 19. Severability.

19.1. If any word, phrase or one or more provisibhsjof this Franchise are held to
"%|w!\

be void, voidable, or unenforceable by a courUof competenHurisdiction in a final judicial
J^TB^^O/^^ ^^"Sii^ti^- *&ffi'

action, the word(s), phrase(s), or provisi<jn(f)^afejsevered from|the^remaining provisions
of the Franchise. Such a word, phrase, Q5provisibn|shall not affect the legality, validity,
or constitutionality of the remaining portions M^tftis^ Franchise. The City and the

/S^Ws W^ &$ "W"̂ -̂Company enter jnto this FranchiseVand eacn of its provisions regardless of any provision
W>\ i\ IK^*"" US IF"1*"?*''that is held to/be^illeeal, invalid^prfunconstitutiorial, provided, however, that the City and

,, ^ |ipXi , t . , &^J#l * * *U • A U *U'the Company each%reserves thetenght to termmatejthe Agreement authorized by this
r J *'̂ **^ /'̂ ^vlV'Jft, ^^*X^Franchise Ordinance^fvany provilion^ set out herein is held to be illegal, invalid or

unconstitutional.

19.2. Nothing hereincontainedihall be construed as granting any exclusive
tm ° W4wfsa* yar o a j

Franchise or righfe|

SECTION 20. Interpretation.

The use of captions-5'ir headings for the various sections of this Ordinance are for
convenience of parties only and do not reflect the intent of the parties. The rule of
interpretation to resolve ambiguities in a contract against the party drafting such contract
shall not apply to this Franchise.

SECTION 21. Dispute Resolution.

21.1. If a dispute arises out of or related to the Franchise, or the breach thereof, the
parties agree to negotiate prior to prosecuting a suit for damages. However, this section
does not prohibit the filing of a lawsuit to toll the running of a statute of limitations or to
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seek injunctive relief. Either party may make a written request for a meeting between
representatives of each party within fourteen (14) calendar days after receipt of the
request or such later period as agreed by the parties. Each party shall include, at a
minimum, one (1) senior level individual with decision-making authority regarding the
dispute. The purpose of this and any subsequent meeting is to attempt, in good faith, to
negotiate resolution of the dispute. If within thirty (30) calendar days after such meeting,
the parties have not succeeded in negotiating a resolution of the dispute, they will
proceed directly to mediation as described below. Negotiation may be waived by a
written Agreement signed by both parties, in which event the parties may proceed
directly to mediation as described below.

21.2. If the efforts to resolve the dispute through negotiation fail, or the parties
waive the negotiation process, the parties may sjdect, within|th;irty^30) calendar days, a
mediator trained in mediation skills to assist witftresolutiSn of theldispute. Should they

^E^SJv jfiOS '̂ "^B '̂V'C M
choose this option, the City and the Company agreeltmaet in good faitEm the selection of
the mediator and to give consideration to qualifiedimdividuals nominated to act as

*-* > iw*- XIM,',.<««. -stij-if

mediator. Nothing in the Franchise prevents the partieslfrom relying on the skills of a
^SPlflSK.person who is trained in the subject mattezwof the disputelbrva contract interpretation

* •* .B*j#>2t>!*i£!»* l ^tewvjSt .ff-f I

expert. If the parties fail to agree on apriediator within thirty/(30) calendar days of
W "*€fe^V *pp

initiation of the mediation process, the riiediatorshall be selected by the Travis County
* t>#* jf-y«& T.Vh ~*&* M£f J **

Dispute Resolution Center (DRC).

21.3 Me^parties agree^tofparticipate infmediation in good faith for up to thirty
-?3Qp !&«£:•*=:. -*-y ^^ fe&i-^S^. \ Ei^T)^ & f

(30) calendar daysMrom thefclate\ of the firstcmediation session. The City and the
-v*1 .̂- V t't;'iCt!£T:~iF''?\ ^fe^jr^fS^

Company will sharelcosts of tfte mediator selected to mediate the dispute, equally.

PART 2. In compliarice-iwith Article> iiM(Franchises and Public Utilities). Section 3
r&' |̂,»^ ^W"

(Ordinance Granting Franchise) of the Gity Charter, the Company shall bear the expense
of publishing thelfull text of tnis/JOKJinance in a newspaper of general circulation in the
City within five days after each oflthe three readings of this ordinance.

PART 3. If any oNhe^erms.ofithis ordinance conflict with the City Charter, the terms of
A £ irJsl"*'* V^j^ijC^dF

the Charter prevail.

PART 4. Ordinance No. 86-0918-T is repealed on the effective date of this ordinance.
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PART 5. This ordinance takes effect on

PASSED AND APPROVED

, 2006.

,2006
Will Wynn

Mayor

APPROVED: ATTEST:
David Allan Smith

City Attorney
ShirlepA. Gentry

,Cityiplerk
^SSi***1*^
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