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WATER SYSTEM MASTER OPERATING AGREEMENT

THIS WATER SYSTEM MASTER OPERATING AGREEMENT (the “Agreement”) is
made as of January 24, 2003, by and among the LIVINGSTON COMMUNITY WATER
AUTHORITY = (the “Authority”) and the CHARTER TOWNSHIP OF BRIGHTON
(""Eﬁghton”), the TOWNSHIP OF GREEN OAK (“Green Oak™) and the TOWN‘SH-IP OF
HAMBURG (“Hamburg”), ‘all townships located in the County of Livingstbn (together the

“Townships”).

WHEREAS, the Townships have organized the Authority pursuant to the provisions of
Act 233, Michigan Public Acts of 1955, as amended (*“Act 233”) for the purpose, among other

things, of acquiring, owning, managing and operating a water supply system; and

WHEREAS, the Townships have concluded that the operation of a water supply system
is needed to promote and improve the health and welfare of the residents of the Townships, and
that such water supply system can most economically and efficiently be operated and maintained

by the Authority pursuant to the provisions of Act 233; and

WHEREAS, the Authority has entered into an Asset Purchase Agreement, dated as of
August 26, 2002, With the Livingston Community Water Company and Artisan Building
Company fér the purchase by the Authority of the water production system, wells, treatment
facilities, real property and related assets (the “Water System Assets”) owned and operated by

the Livingston Community Water Company and Artisan Building Company; and

WHEREAS, the Authority and the Téwnships entered into an Agreement Relating to

Acquisition of Water System, dated as of VAugust 26, 2002 (the “Acquisition Agreement”),



pursuant to which the parties agreed to enter into this Agreement providing for the ownership,

management and operation of the System following the acquisition of the Water System Assets

by the Authority; and

WHEREAS, the Authority, with the Townships’ consent, intends to construct certain

(such improvements, together with the original Water System Assets, are refen i to in this

Agréement as the “System”); and

WHEREAS, this Agreement will govern the System described hereafter and will set forth

the rights of the Authority and each of the Townships with respect thereto.

NOW, THEREFORE, in consideration of the premises and in order to provide for the
operation and maintenance of the System and for other related matters, the Authority and the

Townships agree as follows:

ARTICLE I
THE SYSTEM

Section 1.1  Approval of System. The Authority and the Togvnships approve and
agree to the operation and maintenance of the System under and pursuant to Act 233 and approve:
the designation of “Livingston Community Joint Water System” as the name of the System. The
Townshipé, b'y’way' of compliance with Section 29, Ar}icle V11, Michigan Constitution of 1963,
consént and agree t§ the establishment and location of fhe System within their corporate
boundaries in accofdance with the terms of this Agreement. The Townships further agree that, 'in

order to evidence and effectuate this agreement and consent, they will assist the Authority in



_obtaining all easements, licenses, rights-of-way and/or title to property necessary for completion

of the System.

Section 1.2 Ownership of the Svstem. The System and the Water System Assets,

including all local distribution lines used to distribute water to customers of the System, shall be

owned by the Authority.

Section 1.3 Additions and Improvements v the_ Svstem.

a. Township Additions. Any of the Townships may add to the System
within the boundaries of the service district of such Township as set forth in the Authority’s
Articles of Incorporation by the construction of additional water distribution lines (“Additional
Facilities™) so long as the Additional Facilities do not cause such Township to use more water
than it is entitled to use pursuant to this Agreement and provided that the design thereof is
compatible with the System: The design and construction of Additional Facilities must be
approved in advance by the Authority. Any Township constructing Additional Facilities shall be
required to dedicate such Additional Facilities to the Authority after such facilities are
_ constructed or, if required by the manner in which such facilities are financed, aftéf the bonds or
other obligations that are used to finance sﬁch facilities are retired. Payment of the costs of
construction of such Additional Facilities shall be the responsibility of the Townshipi

constructing them.

A , b . Improvements to the System. The Authority may, from time to time,

construct improvements to the System, including but not limited to the construction of water

storage facilities and water treatment facilities.



ARTICLE I
OPERATION OF THE SYSTEM

Section 2.1 Operation of the. System. The Authority hereby agrees to operate,
maintain, and administer the System as provided herein and undér Act 233. The Townships
intend that the custorners receiving water from the System and parties receiving fire protection
service from the System (the “Users of the System” or the “Users”) shall be responsible for
paying all the costs of the operation, maintenance, and administraﬁon of the System through the
Authority; The Townships acknowledge that the Authority may contract with third parties to
provide for the operation, maintenance and administration of the System.

Section 2.2  Initial Contributions for the Acquisition of the Water System Assets

and the Construction of the Phase I Improvements. Each Township has made an initial

capital contribution in the ‘amount of $1,033,334 to acquire the Water System Assets. The
- Townships further agree that the Phase I Improvements that are described on Exhibit A will be
constructed as promptly as possible by the Authority and the costs of the Phase I Improvements
will be paid be each Township issuing its own bonds and then paying to the Authority the
amount of such Township’s share of the Phase I Improvements.

The cost of the Phase I Improvements shall be allocated Based on fhe Cost Disftribution»

Method attached as Exhibit B. The parties hereto ggree that the costs of the Phase I
Irynprovemeflltsrwill not Be finalized until such time as the bids from the contractors are received
for the Phase I Improvements. At thé time such bids are received, the parties hereto will agree to
a revised Project Cost Estimate that will be substituted for the estimate set forth in Exhibit B.

The revised Project Cost Estimate will be computed from the as bid costs and at the same time a



revised distribution of costs for Exhibit B will be prepared based on the same methodology used
to prepare the Cost Distribution Method currently set forth in Exhibit B.

As set forth above, each Township will contribute a cash payment from bonds issued by
such Township to the Authority to pay for the Township’s portion of thé Phase I Improvements.
Such cash payments shall be due on a date determined by the parties hereto, which dat»e shall be

promptly after the bids are received from the contractors for the Phase I Improvements.

Section 2.3  Future Improvements and Contributions. The extent of improvements

to the System in the future shall be determined by the Authority and the Townships. The manner
in which future improvements will be financed, and ‘the manner in which bonds for future
improvements will be sold, will be determined by written agreement among the Authority and
the Townships at the time it becomes necessary to finance such future improvements. To the
extent any future improvements resﬁlt in additional capacity for the System, and provided that
each Township has paid for its share of the cost of increasing such water production capacity,
then the provisions of Section 3.2 below shall apply.

Section 2.4 Costs and Expenses. The parties agree that the Users of the system shall

pay for the Authority’s annual operating and maintenance costs.

Section 2.5 Rates; Use Ordinances. The rates and charges for Users of the System

shall be determined not less than 'annually by the Authority. The parties agree that each
Township shall bé ailowed to impose a surcharge ori‘»the connection fee for Users that connect to
the System within its boundaries and such suréharée shall be retained by, or retuned to, the -
Township for such Towﬁship’s costs with respect to the System. The Townships agfee to adopt

2 uniform use ordinance that governs the use of the System within each Township.



Section 2.6  Billing and Collections. The periodic billings for the water system

services will be the responsibility of the Authority.

Section 2.7 Books and Records. The Authority will cause to be maintained books
and records of the System in accordance with the provisions of Act 2, Michigan Public Acts of
1968, as amended. The Townships shall have access to inspect such books and records at

reasonable times and upon reasonable notice to the Authority.

ARTICLE 111
CAPACITY

Section 3.1  Allocation_of Capacity. Prior to any increase in the water production

capacity of the System as 1s described in Section 3.2 below, each Township shall be entitled to
use an equal one-third share of the water produced (the “Allocated Share”) of the System. Each
Township may use its allocated share as it determines appropriate and necessary, provided that

such use is consistent with the terms of Section 3.3 below.

Section 3.2  Future Capacity. If the System’s current water production capacity is

increased after the date of this Agreement, ‘and provided that each Township, on its own or
through the Users of the System located in such Township, has paid for its share of the cost of
increasing such water production capacity, then each Township shall be allocated and have full
access to a one-third sharé of the future capacity (the “Future Allocated Share™), provided that
eéch Township hasfulﬁlled all of its obligations under this Agreement and is not in breach of
this Agreement. Notwithstanding the foregoing, a Township may elect not to participate in the
cost éf expanding the capacity of the System in the future and in such even;t the parties shall ,

enter into an Amendment to this Agreement to reallocate the Future Allocated Share. Each



Township may use its Future Allocated Share as it determines appropriate and necessary,

provided that such use is consistent with the terms of Section 3.3 below.

Section 3.3  Sale of Allocated Share or Future Allocated Share. If any Township

does not use or intend to use a portion of its Allodated Share, or Future Allocated Share,\ it shall
not sell any such unused portion to any third-party outside of the physical boundaries of such
Township unless the following conditions have»been met: (2) the Commission of the Authority,

by a majority vote of all of the sitting members of the Commission of the Authority, coAnsent\’s to
such sale, (b) the Township Boa}'ds of Brighton, Green Oak and Hamburg each approve of such
sale (each individual Township Board approval shall be by majority vote), and (c) the
Commission of the Authority, prior to the vote in (b) above, determines the disposition of the
proceeds from any such sale. Any Township may sell any unused portion of its Allocated Share,
or Future Allocated Share, within the boundaries of the service area of such Township as set
forth in the Authority’s Articles of Incorporation, and as such Township determines 1s

appropriate and necessary, provided that such use is consistent with the terms of Section 3.3

 below.

ARTICLE IV
FINANCING POWERS OF THE AUTHORITY

Section 4.1  Issuance of Bonds. The Authority shall have all powers granted to it by
Act 233 to finance expansions or additions to the System, including the issuance of Authority
~ bonds as provided in Act 233 on the terms and conditions determined by the Authority.

~ ARTICLEYV
CHANGES IN TERRITORY

Section 5.1  Change in Territory. No change in the jurisdiction over territory in any

of the Townships shall in any manner impair the obligations of this Agreement. In the event all



or any part of the territory of any of the Townships is incorporated as a new city or is annexed to
or becomes a part of the territory of another municipality, the municipality into which such
territory 1s incorporated or to which such territory Iis annexed shall assume the prbper
proportionate share of the contractual obligations of such Townéhip(s) and right to capacity in

the System of such Township(s) from which such territory is taken in accordance with law.

ARTICLE V1
TERMINATION

Section 6.1 Termination. This Agreement shall remain in full force and effect until

the Agreement is terminated upon the mutual agreement of all parties.

ARTICLE VII
MISCELLANEOUS
Section 7.1  Miscellaneous.
a. Effective Date. This Agreement shall become effective after: (1) approval

by the legislative body of each of the Townships and by the Commission of the Authority, and
(i1) execution by the authorized officials of the parties.

b. Invalidity of Provisions. In the event that any one or more of the

provisions of this Agreement shall for any reason be held to be invalid, illegal or unenforceable

in afiy respect, such invalidity, illegality or unenforceability shall not affect any other prov_isidns

of this Agreement, but this Agreement shall be construed as if such invalid, | illegal or
unenforceable provisions had never been contained herein.

c. No Third-Party Beneficiaries. Except as expressly provided herein, this

Agreement does not create, and is not intended to create, by implication or otherwise, any direct



or indirect obligation, duty, promise, benefit or any other right in favor of any person other than

the parties.

d. Entire Agreement. This Agreement sets forth ‘the entire agreement
between the Authority and the Townships and supersedes any and all prior agreements or
understandings between them in any way related to the subject matter of this Agreement.

| €. Amendment. This Agreement may be amended only upon Wwriien
agreement of all of the parties hereto.

f. Assignment. This Agreement shall not be assignable by any party except
upon mutual agreement of all parties. This prohibition on assignment without prior consent is
not intended to limit the requirement of a municipality to assume a proportionate share of the
contractual obligations hereunder in the event of an annexation or incorporation as set forth in
Section 5.1 above.

g. Authority. Each party warrants and represents that the execution and

performance of this Agreement have been duly authorized by all necessary action and do not

contravene any policy, resolution or, controlling rule.

h. Governing Law. This Agreement shall be interpreted under the laws of
the State of Michigan.
1. Counterparts: This Agreement may be executed in several counterparts

each of w}uch shall be deemed one and the same agreement. 1t shall be binding upon and inure to.

the benefit of the parties to it and their respective successors and assigns. .

J. Captions and ‘B’ylines. The captions and bylines used in this Agreement

are for the convenience of reference only and in no way define, limit or describe the scope of

~ intent of any provision of this Agreement.



k. Use of the Sineular. The use in this Agreement of the singular shall be

deemed to be and include the plural (and vice versa) where applicable.
"IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and
delivered, by their respective duly aﬁthbrized officers, all as of the day and year first above

written.

CHART‘ R TOWNSHIP OF BRIGHTON TOWNSH™ OF GREEN OAK

/ : -~

By: /f"’ /// / ;‘

Its: Supervisor

By: %@M%JW

Its: Clerk Its: Clerk

TOWNSHIP OF HAMBURG

By:% A‘tw,{-«(p/ﬂ/ L mA

Its: Supervisor

KIS

LIVINGSTCN COMMUNITY WATER AUTHORITY

Its: Chairman ‘
By: wWale \*\i.h‘

Its: Secretary

10



EXHIBIT A

Description of Phase I Improvements

The Phase I Improveme:is shall consist of the transmission water mains within Green
Oak Township to provide water o the Hamburg and Brighton Township boundaries, one (1)
500,000 storage tank, a booster station and a 1.26 million gallon per day (maximum day)
capacity treatment facility with iron removal and membrane softening. The preliminary
Jocations of the water mains that are past of the Phase I Improvements are set forth in the
diagram presented by Tetra Tech to the Authority meeting on December 18, 2002, a copy of
which is attached on the following page. : -



(93]

EXISTING WELL
HOUSE SITE -

SATER KA e et v

LIVINGSTON COMMUNITY JOINT WATER AUTHORITY )
PRELIMINARY ASSESSMENT DISTRICT 1t

PHASE 1 WATER IMPROVEMENTS TETRA TECH MPS.

BRIGHTON, GREEN OAK, AND HAMBURG TOWNSHIPS
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