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THIS LIMITED OFFERING MEMORANDUM MUST NOT BE GIVEN TO ANY PERSON OTHER 
THAN THE POTENTIAL INVESTOR TO WHOM IT HAS BEEN DISTRIBUTED AND MUST NOT BE 
REPRODUCED IN ANY MANNER WHATSOEVER. NO POTENTIAL INVESTOR IS AUTHORIZED TO 
MAKE ANY FURTHER DISTRIBUTION OR REPRODUCTION OF THIS LIMITED OFFERING 
MEMORANDUM OR TO DISCLOSE ITS CONTENTS. 

The Bonds are being offered hereby only to “Qualified Institutional Buyers” (“QIBs”) within the meaning 
of Rule 144A under the Securities Act of 1933, as amended, which term includes both institutions and individuals 
meeting certain criteria of financial sophistication, net worth, knowledge and experience.  Initial purchasers will be 
required to provide an investor letter in substantially the form attached hereto as APPENDIX F. 

The statements and information contained herein under the captions “THE ISSUER” and “LITIGATION – the 
Issuer” have been obtained from the Issuer.  The other statements and information set forth herein have been obtained 
from the Borrower and other sources which are believed to be reliable.  Such information is not guaranteed as to accuracy 
or completeness and is not to be construed as a representation by the Placement Agents.  The information and expressions 
of opinion herein are subject to change without notice and neither delivery of this Limited Offering Memorandum nor any 
sale made hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of 
the Issuer or the Borrower since the date hereof.  This Limited Offering Memorandum is submitted in connection with the 
sale of the Bonds and may not be reproduced or used, in whole or in part, for any other purpose. 

The Issuer has not participated in the preparation of this Limited Offering Memorandum and has not verified the 
accuracy of the information contained herein and disclaims any responsibility for the accuracy and completeness thereof 
other than the information regarding the Issuer under the captions “THE ISSUER” and “LITIGATION – the Issuer” 
herein.  The Issuer’s approval of this Limited Offering Memorandum does not constitute approval of the information 
contained herein other than such aforesaid information concerning the Issuer. 

No person has been authorized to give any information or to make any representations other than those contained 
in this Limited Offering Memorandum in connection with the offering made hereby and, if given or made, such 
information or representations must not be relied upon.  Neither the delivery of this Limited Offering Memorandum nor 
any sale hereunder shall under any circumstances create any implication that there has been no change in the affairs of the 
Issuer or the Borrower since the date hereof.  This Limited Offering Memorandum does not constitute an offer to sell or 
the solicitation of an offer to buy, nor shall there be any sale of the Bonds by any person, in any jurisdiction in which it is 
unlawful for such person to make such offer, solicitation or sale. 

The descriptions of the terms and conditions of the agreements contained in this Limited Offering Memorandum 
are summaries of certain provisions of such agreements.  Such summaries do not purport to be complete and are qualified 
in their entirety by reference to the complete and final text of such agreements, which are available upon written or 
emailed request from the Trustee, BOKF, National Association, 100 Congress Avenue, Suite 250, Austin, Texas 78701, 
Attn:  Jose A. Gaytan Jr. (jgaytan@bankoftexas.com).  Prospective investors are encouraged to review the full text of such 
documents prior to making any investment decisions regarding the Bonds. 

Certain statements included or incorporated by reference in this Limited Offering Memorandum constitute 
forward-looking statements.  Such statements are generally identifiable by the terminology used such as “plan,” “expect,” 
“estimate,” “project,” “budget” or other similar words.  Such forward-looking statements include, but are not limited to, 
statements in “PROJECTED PROJECT REVENUES AND EXPENSES” and APPENDIX A – “INDEPENDENT ENGINEER’S 

REPORT.”  Such forward-looking statements refer to the achievement of certain results or other expectations or 
performance which involve known and unknown risks, uncertainties and other factors which may cause actual results, 
performance or achievements described to be materially different from any future results, performance or achievements 
expressed or implied by such forward-looking statements.  No assurance is given that actual results will meet the forecasts 
of the Borrower in any way, regardless of the level of optimism communicated in the information.  The Borrower is not 



 

 

obligated and has no plan to issue any updates or revisions to the forward-looking statements if or when its expectations, 
or events, conditions or circumstances on which such statements are based occur. 

The Placement Agents have provided the following sentence for inclusion in this Limited Offering Memorandum.  
The Placement Agents have reviewed the information in this Limited Offering Memorandum in accordance with, and as 
part of, their responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this 
transaction, but the Placement Agents do not guarantee the accuracy or completeness of such information.  This is a 
private offering, made only by delivery of a copy of this Limited Offering Memorandum by the Placement Agents to 
QIBs.  The private offering is made only to QIBs for investment only. 

THE BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE 
COMMISSION UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), IN 
RELIANCE UPON THE EXEMPTION CONTAINED IN SECTION 3(a)(2) OF THE SECURITIES ACT.  THE 
INDENTURE HAS NOT BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN 
RELIANCE UPON AN EXEMPTION CONTAINED IN SUCH ACT. 

THE ORDER AND PLACEMENT OF MATERIALS IN THIS LIMITED OFFERING MEMORANDUM, 
INCLUDING THE APPENDICES, ARE NOT TO BE DEEMED TO BE A DETERMINATION OF RELEVANCE, 
MATERIALITY OR IMPORTANCE, AND THIS LIMITED OFFERING MEMORANDUM, INCLUDING THE 
APPENDICES, MUST BE CONSIDERED IN ITS ENTIRETY.  THE OFFERING OF THE BONDS IS MADE ONLY 
BY MEANS OF THIS ENTIRE LIMITED OFFERING MEMORANDUM. 

IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR OWN EXAMINATION 
OF THE ISSUER, THE BORROWER AND THE PROJECT, THE TRANSACTION DOCUMENTS AND THE TERMS 
OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED.  THE BONDS HAVE NOT BEEN 
APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE 
SECURITIES COMMISSION, NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE 
SECURITIES COMMISSION PASSED UPON THE ACCURACY OR COMPLETENESS OF THIS LIMITED 
OFFERING MEMORANDUM.  ANY REPRESENTATION TO THE CONTRARY MAY BE A CRIMINAL 
OFFENSE. 

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK) 
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LIMITED OFFERING MEMORANDUM 

$48,000,000 
Mission Economic Development Corporation 

Water Supply Revenue Bonds 
(Enviro Water Minerals Project) 

Series 2015 (Green Bonds) 

INTRODUCTION 

This Introduction contains only a summary of certain of the terms of the Bonds being offered and 
a brief description of this Limited Offering Memorandum.  A full review should be made of the entire 
Limited Offering Memorandum, including the cover pages and the Appendices and the documents 
summarized herein.  All statements contained in this Introduction are qualified in their entirety by 
reference to the entire Limited Offering Memorandum, and the Transaction Documents (as defined 
herein) which are available to prospective purchasers of the Bonds and may be obtained upon written or 
emailed request from the Trustee, BOKF, National Association, 100 Congress Avenue, Suite 250, Austin, 
Texas 78701, Attn:  Jose A. Gaytan Jr. (jgaytan@bankoftexas.com).  The descriptions and summaries of 
various documents hereinafter set forth do not purport to be comprehensive or definitive, and reference is 
made to each document for the complete details of its terms and conditions. Prospective investors are 
encouraged to review the full text of the Transaction Documents prior to making any investment decisions 
regarding the Bonds. 

General; Authorization 

This Limited Offering Memorandum contains certain information relating to the original issuance 
and delivery of the Mission Economic Development Corporation Water Supply Revenue Bonds (Enviro 
Water Minerals Project) Series 2015 (Green Bonds), in the aggregate principal amount of $48,000,000 
(the “Bonds”), as described further under “THE BONDS.” 

The Bonds will be issued pursuant to a Trust Indenture, dated as of December 1, 2015 (as 
originally executed or as it may from time to time be supplemented, modified or amended in accordance 
with the terms thereof, the “Indenture”), by and between the Mission Economic Development 
Corporation (the “Issuer”) and BOKF, National Association, DBA Bank of Texas, as trustee (the 
“Trustee”).  Principal of, premium, if any, and interest on the Bonds will be payable from loan 
repayments received by the Issuer and the Trustee from EWM P1, LLC (the “Borrower”), pursuant to a 
Loan Agreement, dated as of December 1, 2015 (as originally executed and as it may from time to time 
be supplemented, modified or amended in accordance with the terms thereof and of the Indenture, the 
“Loan Agreement”) and other Revenues (as defined herein) pledged under the Indenture.  Pursuant to the 
Indenture, the Issuer will assign its rights to receive payments under the Loan Agreement (except for 
Unassigned Issuer Rights (as defined herein)) to the Trustee as security for the payment of the principal 
of, and the premium, if any, and interest on, the Bonds.  Any Project Revenues (as defined herein) 
received by, or on behalf of, the Borrower will be required to be deposited into the Revenue Fund under 
the Depository Agreement (as defined herein), as described under “SECURITY FOR THE BONDS – 

Application of Funds Under the Depository Agreement.”  As used herein and further defined in 
APPENDIX C, the term “Revenues” refers to revenues pledged under the Indenture and the term “Project 
Revenues” refers to revenues of the Project that are required to be deposited in funds and accounts under 
the Depository Agreement, all as described in “SECURITY FOR THE BONDS” herein. 

THE BONDS ARE LIMITED OBLIGATIONS OF THE ISSUER PAYABLE SOLELY FROM 
THE REVENUES PLEDGED UNDER THE INDENTURE.  NEITHER THE STATE OF TEXAS (THE 
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“STATE”), THE CITY OF MISSION, TEXAS (THE “UNIT”), NOR ANY POLITICAL 
CORPORATION, SUBDIVISION OR AGENCY OF THE STATE SHALL BE OBLIGATED TO PAY 
THE PRINCIPAL OF, PREMIUM, IF ANY, OR THE INTEREST ON, THE BONDS, AND NEITHER 
THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE, THE UNIT OR ANY 
OTHER POLITICAL CORPORATION, SUBDIVISION, OR AGENCY THEREOF IS PLEDGED TO 
THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR THE INTEREST ON, THE 
BONDS.  THE ISSUER HAS NO TAXING POWER. 

Brief descriptions of the Issuer, the Project (as defined herein), the Bonds, the Loan Agreement, 
the Indenture, the Depository Agreement, the Industrial Water Processing Plant Lease effective 
November 1, 2015 (the “Land Lease Agreement”) by and between the Borrower, as tenant, and the City of 
El Paso (“El Paso”), as landlord, and the Project Documents (as defined below) are included in this 
Limited Offering Memorandum.  Certain definitions and summaries of the Indenture, the Depository 
Agreement, the Loan Agreement, the Leasehold Deed of Trust, Security Agreement and Assignment of 
Rents and Leases dated as of December 1, 2015 (the “Deed of Trust”) by and among the Borrower, 
Clifford Blount, as trustee, and the Trustee, as beneficiary, the Security Agreement dated as of December 
1, 2015 (the “Security Agreement”) from the Borrower to the Trustee and the Collateral Assignment of 
Contracts, Permits, Licenses and Plans dated as of December 1, 2015 from the Borrower to the Trustee 
(the “Collateral Assignment”) are set forth in APPENDIX C.  The descriptions herein of the Loan 
Agreement, the Indenture, the Depository Agreement, the Deed of Trust, the Security Agreement, the 
Land Lease Agreement and the other Transaction Documents are qualified in their entirety by reference to 
such documents, and the description herein of the Bonds is qualified in its entirety by reference to the 
forms thereof and the information with respect thereto included in the aforesaid documents.   

The Brine Agreement, Supply Agreement, Distributor Agreement, Operations, Maintenance and 
Management Agreement, KM Agreement (each as defined herein) are collectively referred to herein as 
the “Project Documents.”  The Borrower will collaterally assign its rights, title and interest in the Brine 
Agreement, Supply Agreement, Distributor Agreement, Operations, Maintenance and Management 
Agreement to the Trustee for the benefit of the Holders of the Bonds.   

The Project Documents, Loan Agreement, Indenture, Depository Agreement, Deed of Trust, 
Security Agreement, Land Lease Agreement, Collateral Assignment, 380 Agreement and 381 Agreement 
(each a property tax rebate agreement), Management Services Agreement, Construction Period 
Management Services Agreement, HCl & Caustic Soda Price Forecast & Supply Demand and the 
Insurance Report (each as defined herein) are collectively referred to herein as the “Transaction 
Documents.”  Copies of the Transaction Documents are available to prospective purchasers of the Bonds 
upon written or emailed request to the Trustee. 

The Project 

The Borrower’s water supply and chemical and mineral extraction project (the “Project”) will be 
a plant in El Paso, Texas to process brine water discharged from the existing Kay Bailey Hutchison 
Desalination Plant (the “KBH Plant”) owned by El Paso Water Utilities (“EPWU”).  The Borrower will 
charge EPWU a fee to process the brine water, which will be returned as drinking quality water to EPWU.  
During the processing, the Project will extract salts from the brine water to sell as caustic soda, 
hydrochloric acid, magnesium hydroxide and gypsum.  The caustic soda will be sold pursuant to the 
Supply Agreement and the hydrochloric acid will be sold pursuant to the Distributor Agreement.  The 
Project will be a zero liquid discharge plant and represents an environmentally friendly solution to brine 
water disposal issues and water conservation.  For more information regarding the Project see “THE 

PROJECT” below and the “INDEPENDENT ENGINEER’S REPORT” attached hereto as APPENDIX A. 
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Use of Bond Proceeds 

The proceeds of the sale of the Bonds will be loaned by the Issuer to the Borrower, pursuant to 
the Loan Agreement.  Such proceeds, together with other available funds, will be used to (i) to finance a 
portion of the cost of the acquisition, construction, improvement, installation and/or equipping of the 
Project, (ii) fund a Debt Service Reserve Fund (as defined herein), (iii) fund capitalized interest through 
April 30, 2017; and (iv) pay a portion of the costs of issuance of the Bonds. 

Security and Sources of Payment 

Payment of principal of, and the premium, if any, and interest on, the Bonds will be paid from 
certain Loan Payments (as defined herein) received by the Issuer and the Trustee from the Borrower 
pursuant to the Loan Agreement and other Revenues pledged under the Indenture, including but not 
limited to, income derived from the investment of moneys held under the Indenture under the 
circumstances set forth in the Indenture.  The Borrower’s obligations under the Loan Agreement will be 
secured by a Note (the “Note”) from the Borrower to the Issuer which the Issuer will assign to the Trustee 
as more fully described below. 

The Issuer will assign to the Trustee, as security for the Bonds, the Note and its interest in the 
Loan Agreement (except for Unassigned Issuer Rights), including its rights to the amounts payable under 
the Loan Agreement required from time to time to be deposited in the Bond Fund established under the 
Indenture.  The Borrower will be obligated under the Loan Agreement to make payments which are 
sufficient to pay when due the principal of, and premium, if any, and interest on, the Bonds.  The 
Borrower’s obligations to make such payments pursuant to the Loan Agreement will be absolute and 
unconditional and are not subject to any defense (other than receipt of payment by the Trustee).  In 
addition, the Borrower will assign a security interest in all of its assets, including all relevant contracts 
associated with the Project and the Borrower’s operations thereof. 

The obligation of the Borrower under the Loan Agreement to pay the Loan Payments will 
additionally be secured by certain collateral described in the Deed of Trust and the Security Agreement 
(see APPENDIX C – “SELECTED DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS – The Deed of 
Trust” and “– The Security Agreement”).  Such collateral includes the Borrower’s right, title and 
interest in the Project Site and the Project (including all real property, fixtures, equipment and personal 
property).  Pursuant to various collateral assignments, the Borrower’s contract rights in the Project 
Documents will be assigned for the benefit of the Bondholders.  Furthermore, all the Borrower’s rights, 
title and interest in any funds and accounts held under the Indenture and the Depository Agreement 
(except for the Construction Contingency Reserve Account and the Kinder Morgan Guarantee Account 
created therein) will be pledged to the Trustee. 

Pursuant to a Depository and Control Agreement, dated as of December 1, 2015 (the “Depository 
Agreement”), among the Borrower, the Trustee and BOKF, National Association, as Depository Bank and 
as Securities Intermediary (the “Depository Bank”), the Project Revenues will be paid directly to or 
transferred to the Depository Bank and deposited into the revenue fund established thereunder (the 
“Revenue Fund”).  Subject to the Depository Agreement, the Depository Bank shall make the following 
transfers from the Revenue Fund in the following order and priority.  Except as otherwise set forth in the 
Depository Agreement, the transfers set forth below shall take place: (i) in the case of the transfers 
described in First through Seventh below, on or before the fifteenth day of each calendar month; (ii) in the 
case of Tenth below, as described therein; and (iii) in the case of Eighth, Ninth and Eleventh below, on an 
annual basis (except that, solely with respect to Eleventh, transfers may be made on a quarterly basis as 
provided therein): 
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FIRST:  to the Land Lease Rent Account an amount equal to the amounts owed to the 
City of El Paso, Texas pursuant to the Land Lease Agreement for the next succeeding month. 

SECOND:  to the Administrative Fees Account an amount equal to the Borrower's related 
payment obligations under the Loan Agreement for the next succeeding month. 

THIRD:  to the Operation and Maintenance Expense Account an amount equal to the 
Budgeted Operating Expenses of the Borrower for the next succeeding month. 

FOURTH:  commencing on January 1, 2016, to the Debt Service Account an amount 
equal to the amount, if any, necessary to make the amount on deposit therein equal to the sum of 
(i)(a) not less than the product of one-sixth (1/6) of the amount of any interest of the Bonds 
Outstanding becoming due and payable on the succeeding January 1 or July 1, as applicable, 
multiplied by the number of months (starting at one) since the immediately preceding Interest 
Payment Date; provided that the Depository Bank shall first apply any funds remaining on 
deposit in the Capitalized Interest Account to satisfy such transfer, and (ii) commencing January 
1, 2018, not less than the product of one-sixth (1/6) of the amount of any principal or sinking fund 
payment of the Bonds Outstanding becoming due and payable on the succeeding January 1 or 
July 1, as applicable, multiplied by the number of months (starting at one) since the immediately 
preceding Principal Payment Date.    

FIFTH:  to the Debt Service Reserve Account the amount, if any, necessary to cause the 
amount therein to equal the Debt Service Reserve Fund Requirement. 

SIXTH:  to the Rebate Account, the amount, if any, as directed in writing by the 
Borrower in accordance with the terms of the Depository Agreement and Tax Certificate. 

SEVENTH:  to the Operation and Maintenance Reserve Account the amount, if any, 
necessary to cause the amount therein to equal the Operation and Maintenance Reserve 
Requirement. 

EIGHTH:  upon receipt of the Financial Statements, to the Additional Services Account, 
the amount, if any, shown in the Financial Statements as being billed during the preceding Fiscal 
Year for Additional Services (as defined in the Management Services Agreement) under the 
Management Services Agreement. 

NINTH:  provided that the Financial Statements identify that the Debt Service Coverage 
Ratio exceeds 1.05:1, to the Income Tax Account the amount, if any, necessary to cause the 
amount therein to equal the Income Tax Requirement. 

TENTH:  to the Major Maintenance Reserve Account, (i) on the 26th day of July, 
August, September, October, November and December in 2017, $108,333.33, (ii) commencing in 
January 2018, on the 26th day of each month, an amount equal to one-twelfth (1/12th) of the 
Major Maintenance Reserve Budget Amount, and (iii) following a distribution from the Major 
Maintenance Reserve Account that reduces the amount in the Major Maintenance Reserve 
Account to less than Major Maintenance Reserve Budget Amount (each such distribution, a 
“Major Maintenance Reserve Account Shortfall”), on the 26th day of each of the next succeeding 
three months, an amount equal to one-third (1/3rd) of the Major Maintenance Reserve Account 
Shortfall. 
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ELEVENTH:  if the Debt Service Coverage Ratio is less than 1.5:1, the Depository Bank 
shall, until the earlier of (i) the date on which the Debt Service Coverage Ratio exceeds 1.5:1 or 
(ii) the date on which the Debt Service Coverage Ratio exceeds 1:1 and the amount on deposit in 
the Supplemental Reserve Account is equal to the Debt Service Reserve Fund Requirement, 
transfer to the Supplemental Reserve Account an amount equal to the excess of Revenues for the 
past Fiscal Year over the payments required under “FIRST” through “TENTH” above. At the end 
of each Fiscal Year where the Debt Service Coverage Ratio exceeds 1:1 and the amount on 
deposit in the Supplemental Reserve Account is equal to the Debt Service Reserve Fund 
Requirement, the Depository Bank shall transfer the excess of Revenues for the preceding Fiscal 
Year over the payments required under “FIRST” through “TENTH” above to the Surplus 
Account; provided, however, that on each January 1, April 1, July 1 and October 1, if the 
Financial Statements identify that the Debt Service Coverage Ratio for the most recent two Fiscal 
Years exceeds 1.75:1, the Depository Bank shall transfer the excess of Revenues for the 
preceding three-month period over the payments required under "First" through "Tenth" above to 
the Surplus Account. 

See “PLAN OF FINANCE,” “SECURITY FOR THE BONDS – Application of Funds Under the 
Depository Agreement” and APPENDIX C – “SELECTED DEFINITIONS AND SUMMARY OF LEGAL 

DOCUMENTS – The Depository and Control Agreement.” 

The Bonds will also be secured, to a limited extent, by a Debt Service Reserve Fund established 
under the Indenture (the “Debt Service Reserve Fund”).  The Debt Service Reserve Fund Requirement is 
defined under the Indenture to mean an amount equal to the maximum Annual Debt Service Requirement 
on the Bonds in the current or any future Bond Year.  Unless and until otherwise directed by an 
Authorized Representative, the Debt Service Reserve Requirement will be equal to the maximum Annual 
Debt Service Requirement on the Bonds of $4,246,275, and shall be fully funded on the date of issuance 
of the Bonds.   

For the benefit of the Holders of the Bonds, the Borrower will enter into the Collateral 
Assignment with the Trustee to assign all right, title and interest of the Borrower in all contracts, permits, 
licenses, plans and such other collateral specified therein relating to the Project to the Trustee not 
otherwise assigned by a separate instrument. 

The Bonds 

The Bonds will be delivered in fully registered form only and, when issued, will be registered in 
the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”).  
DTC will act as securities depository for the Bonds.  Ownership interests in the Bonds may be purchased 
in book-entry form only in denominations of $250,000 or any integral multiple of $5,000 in excess 
thereof.  Upon receipt of payments of principal of, premium, if any, and interest on the Bonds, DTC will 
in turn remit such principal, premium, if any, and interest to the participants in DTC for subsequent 
disbursement to the beneficial owners of the Bonds.  See “THE BONDS” and APPENDIX E – “DTC AND 

THE BOOK-ENTRY ONLY SYSTEM.” 

The Bonds are subject to mandatory redemption prior to their respective stated maturities.  
See “THE BONDS - Redemption.” 

Limited Obligations 

THE BONDS ARE LIMITED OBLIGATIONS OF THE ISSUER PAYABLE SOLELY FROM 
THE REVENUES PLEDGED UNDER THE INDENTURE.  NEITHER THE STATE, THE UNIT, NOR 
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ANY POLITICAL CORPORATION, SUBDIVISION OR AGENCY OF THE STATE SHALL BE 
OBLIGATED TO PAY THE PRINCIPAL OF, PREMIUM, IF ANY, OR THE INTEREST ON, THE 
BONDS, AND NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE, 
THE UNIT OR ANY OTHER POLITICAL CORPORATION, SUBDIVISION, OR AGENCY 
THEREOF IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR 
THE INTEREST ON, THE BONDS.  THE ISSUER HAS NO TAXING POWER. 

Continuing Disclosure 

Borrower.  The Borrower will covenant for the benefit of the Holders and beneficial owners of 
the Bonds to provide certain information to the Municipal Securities Rulemaking Board (the “MSRB”) (i) 
not later than 120 days after the end of each Fiscal Year of the Borrower (currently December 31), 
beginning December 31, 2016, (ii) not later than 60 days following the end of each fiscal quarter, 
beginning with the quarter ending March 31, 2016 and (iii) not later than 25 days after each month, 
beginning with the month ending January 31, 2016 and continuing through the commercial operation 
date.  The Borrower will covenant for the benefit of the Holders and beneficial owners of the Bonds to 
provide certain Project monthly operating data to the MSRB not later than 60 days after each fiscal 
quarter. The Borrower will also covenant for the benefit of the Holders and beneficial owners of the 
Bonds to provide a management discussion and analysis with the annual financial information, an annual 
budget, certain operating data and notice of the occurrence of certain enumerated events.  The specific 
nature of the undertaking by the Borrower is set forth in APPENDIX B – “FORM OF CONTINUING 

DISCLOSURE CERTIFICATE.” 

Issuer.  The Issuer has determined that no financial information or operating data concerning the 
Issuer is material to an evaluation of the offering of the Bonds or to any decision to purchase, hold or sell 
the Bonds and the Issuer will not provide any such information.  The Issuer shall have no liability to 
Holders or beneficial owners of the Bonds or any other person with respect to the continuing 
disclosure undertaking by the Borrower described above. 

RISK FACTORS 

Prospective purchasers of the Bonds should carefully consider the matters set forth below as well 
as other information contained in this Limited Offering Memorandum in evaluating an investment in the 
Bonds. 

The paragraphs below discuss certain risks assumed by the holders of the Bonds.  None of the 
risk factors described herein or therein are intended to be a complete enumeration of all risks associated 
with the Project, the Borrower or the purchase of the Bonds. 

Limited Recourse 

The Bonds will be limited obligations of the Issuer payable solely from the Revenues pledged 
under the Indenture, which consists principally of the Loan Payments to be made by the Borrower that 
currently derive almost entirely from the sales under the Project Documents.  In addition, the Revenues 
under the Indenture will include the Debt Service Reserve Fund, unexpended proceeds from the sale of 
the Bonds, investment income thereon and certain other funds and interests pledged by the Issuer under 
the Indenture.  Bondholders may suffer a loss on the Bonds if such Revenues are insufficient to pay 
amounts due on the Bonds.  The Bonds are further secured by the Deed of Trust, which provides a Deed 
of Trust on the Project Site and a mortgage on the Project improvements as well as a security interest in 
the collateral pledged in support thereof, a Security Agreement and assignment of the Borrower’s rights 
under the Project Documents.  The Borrower is not expected to have any significant assets other than 
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those pledged to secure its obligations under the Loan Agreement.  THE BONDS ARE NOT 
SECURED BY A LEGAL OR EQUITABLE PLEDGE OF, OR LIEN OR CHARGE UPON, ANY 
PROPERTY OF THE ISSUER OR ANY OF ITS INCOME OR RECEIPTS EXCEPT THE 
REVENUES PLEDGED UNDER THE INDENTURE AS DESCRIBED HEREIN.  NEITHER THE 
STATE, THE UNIT, NOR ANY POLITICAL CORPORATION, SUBDIVISION OR AGENCY 
OF THE STATE SHALL BE OBLIGATED TO PAY THE PRINCIPAL OF, PREMIUM, IF ANY, 
OR THE INTEREST ON, THE BONDS, AND NEITHER THE FAITH AND CREDIT NOR THE 
TAXING POWER OF THE STATE, THE UNIT OR ANY OTHER POLITICAL 
CORPORATION, SUBDIVISION, OR AGENCY THEREOF IS PLEDGED TO THE PAYMENT 
OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR THE INTEREST ON, THE BONDS.  THE 
ISSUER HAS NO TAXING POWER. 

New Process Technology – First Commercial Scale Plant 

The Borrower is a development stage company that is developing a new technology and trying to 
introduce a new and different process technology which poses many engineering and process flow risks 
and difficulties.   If the Borrower is not be able to successfully address such risks and difficulties it could 
materially harm its business and operating results.  

Third-Party Contract Risk  

The viability of the Project and the Borrower’s ability to make payments in respect of the Bonds 
depends highly on the performance by third parties (e.g., Brenntag Southwest, Inc., Jones-Hamilton Co., 
EPWU, Veolia, KM and El Paso under the related Project Document or the Land Lease Agreement, as 
appropriate) of their obligations under such agreements.  If the parties to the Project Documents do not 
perform their obligations, or are excused from performing their obligations because of nonperformance by 
the Borrower or due to force majeure events, the Borrower may not be able to replace such counterparties 
on substantially equivalent terms and conditions (if at all) and the Borrower’s ability to make payments in 
respect of the Bonds may be adversely affected.   

The Project Documents expire prior to the final maturity of the Bonds.  There can be no assurance 
that the terms of the Project Documents will be extended or that the Borrower will be able to enter into 
replacement contracts on substantially similar economic terms (if at all).  A failure to extend or replace 
any Project Document could negatively impact the Borrower’s ability to make payments in respect of the 
Bonds. 

This Limited Offering Memorandum includes limited or no financial or operational information 
about the counterparties to the Project Documents.  As a result, in making an investment decision with 
respect to the Bonds, a purchaser can have no assurance, based on the information contained herein, that 
any third party or its guarantor, if any, will have the capability to meet its financial obligations (including 
the payment of any liquidated or other damages) under the Project Documents to which it is a party.  
Moreover, there can be no assurance that any such damages will be sufficient to compensate the Borrower 
for any shortfall in Project Revenues or increase in costs attributable to the default in respect to which 
such damages or other payments are being paid. 

Permitting Risk 

The permits that have been obtained require that certain conditions be satisfied and maintained 
throughout the term of such permits.  Failure to satisfy and maintain any such permit conditions or other 
applicable requirements could prevent the operation of the Project and/or result in additional costs.  
Presently, the Project has the appropriate permits for current operation.  The Project may require 
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additional permits, and there can be no assurance that the Project will operate within the limits established 
by the permits or approvals.  See APPENDIX A – “INDEPENDENT ENGINEER’S REPORT.” 

Kinder Morgan Building Pipeline Solely to Serve the Project 

Pursuant to the KM Agreement, KM has agreed to construct a lateral pipeline to the Project site 
(the “KM Pipeline”). The Borrower will be the only off-taker on the KM Pipeline and the Project’s sole 
source of energy is the natural gas to be received from the KM Pipeline as the Project will not be 
connected to the local electric grid, instead using a natural gas combustion turbine to produce its required 
electricity and heat to produce steam for its process technology.  The Borrower is required to maintain 
either a cash funded reserve or a line of credit for approximately $2.3 million until such time as it is able 
to satisfy either certain financial benchmarks or maintain an “A-” rating for the benefit of KM.  There are 
risks associated with the timely completion of the KM Pipeline and the Borrower failing to either pay 
necessary monthly capacity charges or maintain the required collateral.  The Project cannot operate 
without its required natural gas. 

Volume Risk from Operation of Host Desalination Plant 

The Project cannot operate without the liquid desalination waste stream and brackish water 
supplied by EPWU under the Brine Agreement.  Any disruption to the supply of water for treatment, 
whether arising from a contract dispute, damage or destruction to the KBH Plant or otherwise, would 
have a material adverse effect on the Borrower’s ability to generate sufficient Project Revenues to pay 
debt service on the Bonds. 

Commodity Price Risk 

To varying extents, the financial viability of the Project relies upon certain assumptions with 
regards to market prices for caustic soda, hydrochloric acid, magnesium hydroxide and gypsum.  Any 
material decline in the value of such commodities could be detrimental to the viability of the Project and 
the ability of the Borrower to generate sufficient Project Revenues to pay debt service on the Bonds.  

Environmental 

The Project and Borrower are subject to applicable federal, state and local laws, ordinances and 
regulations that establish various health and environmental quality standards. Future processing 
operations may subject the Project to environmental laws and regulations that seek to protect human 
health or the environment governing, among other things, the use, handling and disposal or recycling of, 
or exposure to, hazardous or toxic substances, the remediation of contaminated sites, emissions into the 
air and discharge of wastewaters. Such regulations, including any additional regulations introduced in the 
future, could have a material adverse effect on the Borrower’s results of operations, financial condition 
and cash flow of the Borrower and could impair its ability to pay debt service on the Bonds. 

Upgrades, Improvements and Maintenance 

Additional improvements or upgrades may be required from time to time to achieve consistent, 
capacity level production which may entail substantial costs.  In addition, the Borrower will incur costs 
over the term of the Bonds to maintain the Project, and such costs could have a detrimental impact on the 
Borrower’s ability to pay debt service on the Bonds. 
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Reliance on Projections and Underlying Assumptions 

The Project and the financing thereof have been structured on the basis of certain assumptions 
and projections of the Borrower with respect to the Project’s revenue generating capacity and the costs 
associated therewith.  Black & Veatch Corporation (“B&V”) has evaluated the feasibility of the Project in 
the Independent Engineer’s Report.  The Independent Engineer’s Report contains a discussion of the 
many assumptions used in preparing the projections, which prospective purchasers of the Bonds should 
review carefully.  See APPENDIX A – “INDEPENDENT ENGINEER’S REPORT.” 

All projections of future operations and the economic results thereof included in the Independent 
Engineer’s Report have been prepared by the Borrower and reviewed by B&V.  While the information, 
assumptions and conclusions made by the Borrower in the Independent Engineer’s Report are believed to 
be reasonable, there is no guarantee that the actual operational and economic results will conform with the 
projections and any material adverse negative difference could impact the ability of the Borrower to make 
Loan Payments to the Issuer. 

Operating Risk 

As with any chemical process facility, operation of the Project could be affected by many factors, 
including the breakdown or failure of equipment or processes, the performance of the Project below 
expected levels of output or efficiency, severe weather, labor disputes and catastrophic events such as 
fires, explosions, earthquakes or similar events.  The occurrence of such events could significantly reduce 
or eliminate revenues generated by the Project and significantly increase the expenses of the Project.  
While the Borrower will maintain insurance to protect against certain of these operation risks and has 
obtained certain limited warranties for limited periods relating to the Project and its equipment, the 
proceeds of such insurance and warranties may not be adequate to cover the Project’s lost revenues or 
increased costs.  The Project is required to comply with numerous state and local regulatory standards 
concerning its operation and a failure to comply may result in increased compliance costs or reduce the 
Project’s entitlement to operate.  There can be no assurance that the Project will operate at design 
specifications after expiration of the equipment suppliers’ warranties. 

In addition, the Borrower’s water supply is contingent on the continued successful operation of 
the KBH Plant owned by EPWU.  The Borrower has no control over the operations of the plant, and any 
significant decline in the receipt of water from such plant could seriously impair Project Revenues.  The 
Borrower does not control the investments in and maintenance of the mineral extraction project.  If 
EPWU does not continue to invest in and maintain the plant, Project Revenues will decline and the 
Project will not be able to achieve the anticipated financial performance. 

Intellectual Property  

Third parties could claim that the Borrower’s technology infringes their proprietary rights. Any 
claim of infringement by a third party, even those without merit, could cause the Borrower to incur 
substantial costs defending against the claim, and could distract the Borrower’s management from its 
ordinary business. Furthermore, a party making such a claim, if successful, could secure a judgment that 
requires the Borrower to pay substantial damages. A judgment against the Borrower could also include an 
injunction or other court order that could prevent the Borrower from offering its products or potentially 
even operating the Project. In addition, the Borrower might be required to seek a license for the use of 
such intellectual property, which may not be available on commercially reasonable terms, if at all. 
Alternatively, the Borrower may be required to develop non-infringing technology, which could require 
significant effort and expense and may ultimately not be successful. Any of these events could seriously 
harm the Borrower’s financial condition and operations. Third parties may also assert infringement claims 



 

10 

against the Borrower’s customers. Because the Borrower plans to generally indemnify its customers from 
such claims, the Borrower would be required to initiate or defend protracted and costly litigation on 
behalf of its clients in one or more jurisdictions, regardless of the merits of any such claims. If any of 
these claims succeeds, the Borrower may be forced to pay damages on behalf of its customers.  

Absence of EPC Contract 

The Owner and Borrower are developing the Project without a comprehensive engineering, 
procurement and construction contract (“EPC Contract”).  Many EPC Contracts reduce risk by offering 
supplemental protection against delays or poor performance in addition to that which is typically included 
in individual equipment supply contracts.  Additionally, certain of the equipment supplier contracts do not 
include liquidated damages provisions. 

Procurement Contracts  

While the Borrower has received binding price quotes relating thereto, approximately 49% of the 
Project’s remaining development costs are not subject to executed contracts.  If the Borrower is unable to 
come to final terms with the counterparties to such agreements the Borrower would need to seek an 
alternative supplier and there can be no guarantee that such alternate supplier would be able to supply 
such items at substantially the same cost or under substantially the same schedule potentially raising 
concerns for both cost overruns and Project delays.  Furthermore, certain of these agreements contain 
limited or no limited performance guarantees, which, in the event of a failure of the counterparty to 
perform at the level specified therein, would require the Borrower to pursue traditional remedies against 
such counterparty, introducing some additional uncertainty and potentially contributing to additional 
delay. 

Key Executives 

The Borrower is dependent upon the services of key executives, including its directors, and will 
be dependent on a small number of highly skilled and experienced executives and personnel. Due to the 
relatively small size of the Borrower, the loss of these persons or the inability of the Borrower to attract 
and retain additional highly skilled employees may adversely affect its business and future operations.  

Insurance and Uninsured Risks 

The Borrower’s business is subject to a number of risks and hazards generally, including adverse 
environmental conditions, industrial accidents, changes in the regulatory environment and natural 
phenomena such as inclement weather conditions, floods and earthquakes. Such occurrences could result 
in damage to future production facilities, personal injury or death, environmental damage to properties of 
the Borrower, including the Project, or others, delays in operations, monetary losses and possible legal 
liability. Although the Borrower may maintain insurance to protect against certain risks in such amounts 
as it considers to be reasonable, its insurance will not cover all the potential risks. The Borrower is 
maintaining a limited amount of business interruption insurance which may be inadequate in either 
duration or the coverage circumstances in which claims may be made and paid.  The Borrower may also 
be unable to maintain insurance to cover these risks at economically feasible premiums. Insurance 
coverage may not be available or may not be adequate to cover any resulting liability. Losses from these 
events may cause the Borrower to incur significant costs that could have a material adverse effect upon its 
business, consolidated financial performance and results of operations. 
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No Credit Rating 

The Borrower has not applied for a credit rating from any nationally recognized credit rating 
organization and therefore investors do not have the benefit of an assessment of the credit quality of the 
Borrower and the Project from such a third party credit rating organization.  The lack of a rating may also 
reduce the liquidity of the Bonds. 

Limitations of Independent Engineer’s Review and Conclusions 

The forecasts contained in the Independent Engineer’s Report included herein as APPENDIX A 
are based upon assumptions made by the management of the Borrower.  As stated therein, there will 
usually be differences between the forecasted and actual results, because events and circumstances 
frequently do not occur as expected, and those differences may be material.  See the Independent 
Engineer’s Report included herein as APPENDIX A, which should be read in its entirety, including the 
approach and methodology and principal assumptions as set forth therein. 

BECAUSE THERE IS NO ASSURANCE THAT ACTUAL EVENTS WILL CORRESPOND 
WITH THE ASSUMPTIONS MADE, NO GUARANTEE CAN BE MADE THAT THE FINANCIAL 
MODEL IN THE INDEPENDENT ENGINEER’S REPORT WILL CORRESPOND WITH THE 
RESULTS ACTUALLY ACHIEVED IN THE FUTURE.  ACTUAL OPERATING RESULTS MAY BE 
AFFECTED BY MANY UNCONTROLLABLE FACTORS, INCLUDING BUT NOT LIMITED TO 
INCREASED COSTS, LOWER THAN ANTICIPATED REVENUES, EMPLOYEE RELATIONS, 
TAXES, GOVERNMENTAL CONTROLS, CHANGES IN APPLICABLE GOVERNMENTAL 
REGULATION, CHANGES IN COMMODITY TRENDS AND GENERAL ECONOMIC 
CONDITIONS. 

THE ISSUER 

The Issuer is a nonprofit industrial development corporation, organized and existing pursuant to 
the Texas Development Corporation Act, Chapter 501, Texas Local Government Code (the “Act”).  The 
Issuer is a public instrumentality of the City of Mission, Texas (the “Unit”) and is authorized to act on 
behalf of the Unit for the public purpose of promoting and developing commercial, industrial and 
manufacturing enterprises to promote and encourage employment and the public welfare.  The Issuer is 
further authorized and empowered pursuant to the Act to issue the Bonds, to loan the proceeds thereof to 
the Borrower, to secure the Bonds by a pledge of the amounts payable by the Borrower under the Loan 
Agreement and to enter into the Loan Agreement and the Indenture pursuant to which the Bonds are to be 
issued. 

The Issuer is governed by a seven-member Board of Directors consisting of individuals appointed 
by the City Council of the Unit.  The directors serve without compensation.  The Issuer is prohibited from 
owning or operating any project financed under the Act as a business other than as lessor, seller or lender. 

The Issuer has not furnished, reviewed, investigated or verified the information contained in this 
Limited Offering Memorandum other than the information contained in this section and the section 
entitled “LITIGATION – The Issuer.”  The Issuer does not and will not in the future monitor the financial 
condition of the Borrower or otherwise monitor payment of the Bonds or compliance with the documents 
relating thereto.  Any commitment or obligation for continuing disclosure with respect to the Bonds or the 
Borrower will be undertaken solely by the Borrower. 

The Bonds will not constitute a debt of the State, the Unit, or any other political corporation, 
subdivision, or agency of the State or a pledge of the faith and credit of any of them.  No recourse shall be 
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had for any claim based on the Loan Agreement, the Indenture, or the Bonds against any member, officer 
or employee, past, present or future, of the Issuer, or of any successor body thereto, either directly or 
through the Issuer, or any such successor body, under any constitutional provision, statute or rule of law 
or by the enforcement of any assessment or penalty or otherwise.  Neither the State, the Unit, nor any 
political corporation, subdivision, or agent of the State shall be obligated to pay the Bonds and neither the 
faith and credit nor the taxing power of the State, the Unit, or any other political corporation, subdivision, 
or agency is pledged to the payment of the principal of, premium, if any, or interest on the Bonds.  The 
Bonds are special revenue obligations of the Issuer payable solely from the sources described herein and 
in the Indenture and the holders thereof shall never have the right to demand payment except from the 
funds and other property pledged to the payment thereof. 

THE BORROWER 

The information provided in this section has been provided by the Borrower and no 
representation is made by the Issuer or the Placement Agents as to its accuracy or completeness. 

The Borrower is a Texas limited liability company organized in April, 2015.  The Borrower’s 
only operations will be the Project.  The Borrower is owned by Enviro Water Minerals Company, Inc. 
(the “Owner”) and was created to own and operate the Project. 

Bankruptcy Remote Structure  

The Borrower is structured as a bankruptcy remote special purpose entity (“SPE”) to meet 
“Project Finance” standards and to provide certain protections to bondholders. The SPE’s single project is 
the water supply and mineral extraction project to be located adjacent to El Paso Water Utilities’ KBH 
Plant. The Board of Directors of the Borrower is composed of all persons that are board members of the 
Owner, plus an independent director. 

Project Operation 

The Borrower has contracted with Veolia North America Operating Services, LLC for the 
operation and maintenance of the Project under the Operations, Maintenance and Management 
Agreement effective August 1, 2015 and with Enviro Water Minerals Company, Inc. under the 
Management Services Agreement dated as of September 24, 2015 (the “Management Services 
Agreement”) to provide certain administrative support functions, including required interface with Veolia. 
The Management Services Agreement will begin January 1, 2017 and will remain in effect until 
terminated.  Pursuant to the Management Services Agreement the Owner will provide (i) general 
corporate services including annual budget preparation, advertising, customer relation, and legal services; 
(ii) general accounting, financial and tax services including accounts payable, cash management services, 
general ledger services, financial and tax reporting, insurance management services, customer billing and 
collection services; (iii) plant operations and maintenance including limited operations and maintenance 
support services for the Project; and (iv) a non–transferable, non–sublicensable right and license to use 
the Owner’s intellectual property throughout the term of the Management Services Agreement.  A copy of 
the Management Services Agreement is available upon written or emailed request to the Trustee all as 
more fully described under “INTRODUCTION” above. 



 

13 

THE OWNER 

General 

The Owner was formed in July 2012 to commercialize a treatment concept which manages waste 
brine discharged from brackish water desalination plants in a manner that is technologically feasible, 
economically viable, and environmentally sustainable. Utilizing proven, commercially available 
technologies in unique configurations, contaminants are extracted and purified as commodity-grade 
chemicals and minerals to be sold in regional markets. All contaminants are extracted as commodity 
products, leaving only potable-quality water and thereby alleviating the desalination plant’s wastewater 
discharge and its associated environmental hazards. The concept provides a high recovery rate of water 
produced in the overall process (up to 99 percent), thereby creating highly efficient operations and 
preserving long-term water supplies.  

The idea for the treatment process was developed by Mr. Paul Wallace as he was working to find 
a new economical source of water for use in an industrial project.  Mr. Wallace completed an in-house 
technical feasibility study in 2012 and the Owner hired Dr. Michael Mickley, recognized nationally and 
internationally as a leading expert in the issues of saline effluent management, to perform a technical and 
commercial evaluation of the concept. Based on his expert opinion regarding the technical viability and 
commercial opportunity, the Owner began filing patents on the technical processes and developing a 
commercial strategy.   

In the spring of 2013, the Owner contracted with Mr. Craig Pedersen to make introductions to 
select municipalities in Texas regarding the possibility of partnering on a project.  Mr. Pederson retired 
from URS Corporation at the end of 2012.  The concept was well-received by EPWU, and EPWU issued 
a public request for proposals to provide chemical and potable water recovery from the KBH Plant brine 
water. In July 2013, the Owner was selected as the winning bidder and entered into a letter of intent that 
provided the framework for the development of the long-term Brine Agreement between the Borrower 
and EPWU.  Per the terms of the letter of intent, the Owner successfully completed the pilot testing 
required by the Texas Commission on Environmental Quality that demonstrated sustained potable-quality 
water production.  Subsequently, the Borrower and EPWU entered into the Brine Agreement pursuant to 
which the Owner is developing the first of many potential brine processing plants.   

Funding for the Owner has been provided by private investors through a series of equity capital 
raised as the company progressed and achieved milestones. The Owner is governed by a board of four 
directors, comprised of three investors and Mr. Hausman. The Owner currently has 10 patents in various 
stages of review and prosecution with the U.S. Patent and Trade Office and has plans to pursue 
international patent protection. 

Senior Management  

Hubble Hausman, Chief Executive Officer.  Mr. Hausman co-founded the Owner in 2012 and is 
the orchestrator of the company’s business strategy.  He assembled the group of investors backing the 
Borrower and is responsible for coordinating the activities and managing senior staff of the Borrower.  He 
is an experienced investment banker and manager. Spending nearly a decade in financial transaction roles 
(mainly as an investment banker), Mr. Hausman worked closely with dozens of successful growth 
companies across a variety of industries, helping them consummate mergers and acquisitions and raise 
capital. He has successfully led large staffs and achieved significant organizational improvements in his 
varied career. In addition to his role with the Owner and the Borrower, Mr. Hausman spends a limited 
amount of time with other companies, including serving as Vice President at Maxi, Inc. (a family 
investment office) and as Director of Corporate Development for CMXTwenty (a clinical stage 
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pharmaceutical company).  Prior employers include Robert W. Baird, Credit Suisse and Royal Baths 
Manufacturing Co.   

Paul Wallace, Chief Technology Officer.  Mr. Wallace co-founded the Owner in 2012 and is 
responsible for developing the technology process being used for the Project.  He has more than 30 years’ 
experience in research, technology innovation, project management, and business development roles. He 
has over 50 patents to his credit. He has worked with large and successful process technology firms 
including GE, Texaco, and Chevron, where he served in a variety of roles including developing and 
designing energy, water and treatment projects. He has also been a key player for smaller technology 
companies where his innovative and entrepreneurial capabilities have served well. His diverse technical 
background provides him with the unique insight to combine water treatment, chemical production and 
combined heat and power technologies into a high-efficiency, economically viable, minerals recovery 
process. 

Craig Pedersen, Senior Vice President.  Mr. Pedersen joined the Owner in June 2013 and is 
responsible for directing and supporting the Owner’s relations with municipalities, regulatory agencies 
and industry associations.  He is a former regional water business line leader for URS Corporation and 
former Executive Administrator (CEO) at the Texas Water Development Board, where he worked for 
nearly 11 years. Mr. Pedersen serves as the Borrower’s Senior Vice President. Mr. Pedersen brings broad 
knowledge of water supply and other water-related issues. Mr. Pedersen has been involved with hundreds 
of water projects as a planner, financier and project implementer both in his years as a state official and as 
a principal with URS. Mr. Pedersen works part time at the Borrower. He also currently serves as Director 
of the Executive Masters in Public Leadership Program at the University of Texas.  

Samuel K. (“Kim”) Fetcher, Vice President for Business Development.  Mr. Fletcher joined the 
Owner in October 2014 with a broad background of experience in the industrial chemical industry. He is 
responsible for marketing and selling the products to be manufactured by the Project. He has forty-eight 
years’ experience in the chemical industry serving in a variety of challenging sales & marketing 
assignments.  This experience includes direction of sales teams, customer service groups, R&D teams, 
transportation and distribution functions, plant-operating groups. His work and affiliations in the chemical 
industry includes service with Mobil Oil’s chemical purchasing group, Diamond Shamrock Chemical 
Corp in a number of positions of responsibility in sales, SSC in Atlanta as Director of Sales & Marketing, 
Pioneer Chlor-Alkali Company (where he was affiliated for eighteen years and served as Eastern Region 
Manager managing the sales & marketing for 97% of the company’s chlorine production and 85% of their 
system-wide NaOH production), Olin Chlor Alkali Co. and Martin Product Sales Co. 

THE PROJECT 

General 

The Project will be a water supply and chemical and mineral extraction plant in El Paso, Texas to 
process brine water discharged from the existing KBH Plant owned by EPWU.  The Borrower will charge 
EPWU a fee to process the brine water, which will be returned as drinking quality water to EPWU.  
During the processing, the Project will extract salts from the brine water to sell as caustic soda, 
hydrochloric acid, magnesium hydroxide and gypsum.  The facility will be a zero liquid discharge plant 
and represents an environmentally friendly solution to brine water disposal issues and water conservation. 

The Project design utilizes only commercially proven technologies, which have been sequenced 
in an innovative process order (patents pending) to achieve its results.  The design has been validated 
through various combinations of piloting, lab testing and modeling.  Furthermore, equipment vendors 
provide certain performance guarantees of major technology components. 
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Major process equipment components of the Project have contractual terms that provide 
mechanical and performance guarantees.  Management of the Borrower believes that the performance 
guarantees for the process components have been set conservatively by the various suppliers such that 
each system is expected to normally operate above the guarantee level.  This is intended to ensure that 
each component system in the overall plant will have a sufficient flow of feedstock to produce its 
guaranteed product.  Each of the major equipment components will have an acceptance/performance test, 
which are short-term tests (up to a week) to confirm the performance.  The remedies for the performance 
guarantees vary for each supplier.  All the performance guarantees allow the vendor (at its expense) to fix 
its equipment if its equipment does not pass the acceptance/performance test.  Some of the performance 
guarantees are “make right” guarantees which do not have liquidated damages liability limits, but many 
do have liquidated damages liability limits.  The Borrower negotiated these limits with the intent to cover 
most of the foreseeable mechanical or startup problems. 

For more information regarding the Project see “INDEPENDENT ENGINEER’S REPORT” attached 
hereto as APPENDIX A.  

Project Process Description 

The Borrower’s technology makes use of commercially proven water plant components, chemical 
plant components, and combined heat and power components.  The water plant components (air stripper / 
carbon dioxide (“CO2”) degasifier, cartridge filter, electrodialysis, nanofiltration, and ion exchange) are 
mature components with numerous vendors and reference plants.  The chemical plant components 
(gypsum settler / filter, magnesia settler / filter, electrodialysis bipolar membranes, and evaporators) are 
mature chemical plant components.  The gypsum system is used in flue gas desulfurization plants, the 
magnesia system used in magnesia production from underground brine, the electrodialysis bipolar 
membrane plants and evaporators are used in chemical processing plants for acid and caustic recovery.  
The combined heat and power plant is a standard natural gas engine based system that is used for 
industrial cogen, greenhouses, and remote oil field applications.  

Key components of the Project include:  

• CO2 degasifier (air stripper) 

• Cartridge filter 

• Electrodialysis (“ED”) 

• Electrodialysis bipolar membrane (“EDBM”) 

• Nanofiltration (“NF”) 

• Ion Exchange 

• Clarifiers and filters 

• Caustic and acid evaporators 

• Combustion turbine and heat recovery steam generator (combined heat and power (“CHP”)) 

The CO2 degasifier and cartridge filters are used extensively in Texas brine water reverse 
osmosis plants (e.g. Southmost, North Alamo and other locations). Clarifiers and filters are used 
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extensively in Texas for conventional surface water treating (e.g. EPWU, Granbury, Wichita Falls, 
Harlingen). Ion exchangers are used extensively across the U.S. to remove hardness and trace components 
(silica, arsenic, etc.) from water. Caustic and acid evaporators are used extensively in Texas chemical 
plants (e.g. Freeport-Dow, San Patricio-Oxy Chem, Point Comfort-Formosa). ED, EDBM and NF have 
not been used extensively in Texas water plants, but they have been used in other regions of the US, in 
other countries and in other industries. ED equipment similar to what the Borrower proposes to use has 
been used in manufacturing around the world since the mid-1980s for nitrate removal, bromide, salt and 
fluoride reduction and other applications. NF equipment used since the early 1990s includes groundwater 
desalination producing potable water, salt water reverse osmosis pretreatment, and NaCl Brine 
purification. EDBM equipment examples used since the mid-1980s include Hydrofluoric acid recovery, 
organic and inorganic acid production and other similar applications in the chemical, agri-chemicals and 
pharmaceutical industries.  CHP systems are used extensively globally in large scale for electric 
generation, small scale (like the Project) and across Texas for generating electricity and heat to produce 
steam. 

Land Lease Agreement 

The Borrower has leased the real property on which the Project will be located (the “Project Site”) 
from El Paso pursuant to the Land Lease Agreement.  The term of the Land Lease Agreement commenced on 
November 1, 2015 (the “Lease Agreement Effective Date”) and continues for a period of 32 years and permits 
up to three extensions at the option of the Borrower for a period of five years per extension so long as the 
Borrower is not in default thereunder.  The Borrower shall pay El Paso rent based on the square footage of 
the premises and the access driveway which amount will be subject to adjustment every five years.  For the 
first five years of the Land Lease Agreement the rent will be $37,716.82 per year.  Rent payments due under 
the Land Lease Agreement are senior to Operation and Maintenance Expenses and debt service on the Bonds.  
El Paso has the right to terminate the Land Lease Agreement if the Borrower fails to comply with the 
requirements set forth therein including, but not limited to, obtaining a building permit and commencing 
construction of the Project by December 31, 2016, completing construction and commencing operation of the 
Project by December 31, 2018, compliance with environmental laws, maintenance of insurance and payment 
of rent, taxes and other amounts as the same shall become due.  A copy of the Land Lease Agreement is 
available upon written or emailed request to the Trustee all as more fully described under “INTRODUCTION” 
above. 

Permitting  

As more fully described in Section 9 of the Independent Engineer’s Report, the Borrower and 
Project have received the major state and local approvals required to start construction and operate the 
Project. The Project is on track to receive remaining approvals which appear to be minor or 
routine/ministerial, including items contingent on final design details. B&V has not identified any issues 
of note that would appear to delay any final remaining approvals needed for construction or operation of 
the Project. 

Brine Agreement  

The Borrower has entered into the Brine Water Treatment Services and Sales Agreement 
effective May 13, 2015, as amended by the First Amendment to the Brine Water Treatment Services and 
Sales Agreement dated September 8, 2015 (as so amended, the “Brine Agreement”), with the El Paso 
Water Utilities – Public Service Board, a component of the City of El Paso, pursuant to which EPWU will 
provide approximately 1.25 million gallons per day of the liquid desalination waste stream, including all 
water and water-borne solid ingredients and liquid or solid extraneous material, discharged from the KBH 
Plant owned by EPWU (the “Brine Water”) and approximately 1 million gallons of brackish water per 



 

17 

day directly from EPWU’s wells (“Raw Brackish Well Water”) for treatment by the Borrower and the 
Borrower will return approximately 2.13 million gallons per day of clean water to EPWU.  The term of 
the Brine Agreement is 30 years from the commercial operation date of the Project and includes a 
provision for one 10-year extension. EPWU maintains title to the water while in the Borrower’s 
possession and pays a fee to receive clean water back.  Title to the minerals and chemicals the Borrower 
selectively extracts from the brine water pass to the Borrower upon removal from the brine water.  For 
more information regarding the Brine Agreement, including the compensation, minimum specifications 
and termination provisions.  A copy of the Brine Agreement is available upon written or emailed request 
to the Trustee all as more fully described under “INTRODUCTION” above. 

Supply Agreement  

The Borrower entered into the Supply Agreement with Jones-Hamilton Co. (“JH”) effective May 
14, 2015 (the “Supply Agreement”) pursuant to which JH will purchase all of the hydrochloric acid 
(“HCl”) produced at the Project which is estimated to be approximately 33,000 liquid tons annually.  
Pursuant to the Supply Agreement, JH advanced $5,000,000 towards the construction of the Project (the 
“JH Payment”) which amount shall be non-refundable and non-interest bearing.  The Supply Agreement 
will continue in effect until 330,000 liquid tons of HC1 meeting the specifications set forth therein have 
been delivered to JH.  Under the terms of the Supply Agreement, the Borrower will receive a “netback” 
based on the price JH receives is from its customers, less transportation costs, and less a commission to 
JH.  For more information regarding the Supply Agreement, including the compensation, minimum 
specifications and termination provisions.  A copy of the Supply Agreement is available upon written or 
emailed request to the Trustee all as more fully described under “INTRODUCTION” above. 

Distributor Agreement  

The Borrower and Brenntag Southwest, Inc. (“Brenntag”) have entered into the Distributor 
Agreement effective September 8, 2015 (the “Distributor Agreement”).  Brenntag Southwest is wholly-
owned by Brenntag AG,  Mülheim Germany. Under the terms of the Distributor Agreement, the Borrower 
agrees to use Brenntag as its exclusive distributor of the caustic soda produced by the Project for a period 
of five years.  The Borrower will receive a “netback” based on the price Brenntag receives from its 
customers, less transportation costs, and less a commission to Brenntag. The Distributor Agreement shall 
be renewed automatically for additional one-year periods unless either party provides written notice of 
termination at least six months prior to the end of the current term.  A copy of the Distributor Agreement 
is available upon written or emailed request to the Trustee all as more fully described under 
“INTRODUCTION” above. 

Operations, Maintenance and Management Agreement 

The Borrower has entered into an Operations, Maintenance and Management Agreement with 
Veolia North America Operating Services, LLC (“Veolia”) dated as of August 1, 2015 (the “Operations, 
Maintenance and Management Agreement”).  Pursuant to the Operations, Maintenance and Management 
Agreement, Veolia will be responsible for the operations and maintenance of the Project. Veolia expects 
to have 10 employees working on the Project Site. The Borrower is obligated to make payment under the 
Operations, Maintenance and Management Agreement for the basic operation and maintenance of the 
Project, certain major maintenance tasks, and, in certain circumstances, certain bonus payments for 
exceeding annual production targets.  

In addition to operating the Project, Veolia will provide the following additional services: (i) 
adjustments to Project operating parameters as required to maintain chemical production performance; (ii) 
testing, monitoring, and recording on readings sheets and operator logs; (iii) maintaining optimized 
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chemical feed rates and control; (iv) troubleshooting and correction of off-set parameters; (v) 
maintenance services; (vii) analytical testing for process control; and (viii) routine and emergency 
communication with the Borrower’s designated staff.  The Operations, Maintenance and Management 
Agreement has an initial term of ten years, with the option to be extended through mutual agreement for 
an additional five years on the same terms and conditions as expressed herein, subject to service fee 
adjustments.  A copy of the Operations, Maintenance and Management Agreement is available upon 
written or emailed request to the Trustee all as more fully described under “INTRODUCTION” above. 

KM Agreement 

The Borrower has entered into a Firm Transportation Service Agreement Rate Schedule FT-1 
with El Paso Natural Gas Company, L.L.C. (“KM”) dated December 1, 2016 (the “KM Agreement”).  The 
KM Agreement will commence on the later of the in service date of the Project or December 1, 2016 and 
will continue for a period of 31 years.  Pursuant to the KM Agreement, subject to regulatory approvals 
and the other contract provisions, KM will construct an 8.6 mile four inch (4”) diameter lateral pipeline 
and delivery interconnect facilities capable of accurately measuring 3,500 dekatherms per day at 325 
pounds per square inch of pressure.  For the first five years the KM Agreement requires the Borrower to 
take or pay for 1,900 dekatherms per day and for the last 26 years it requires the Borrower to take or pay 
for 3,500 dekatherms per day.  The Borrower is required to maintain either a cash funded reserve or a line 
of credit for approximately $2.3 million until such time as it is able to satisfy either certain financial 
benchmarks or maintain an “A-” rating for the benefit of KM.  The CommunityBank of Texas will issue 
its Irrevocable Standby Letter of Credit on or prior to the Closing for the Bonds which will remain in 
effect for an initial period of one year (the “KM Letter of Credit”). The KM Letter of Credit will be issued 
to El Paso Natural Gas Company, L.L.C., as beneficiary (the “Beneficiary”), for the account of the 
Borrower as the “Applicant” thereunder. The KM Letter of Credit will be in the amount of $2.32 million 
and entitles the Beneficiary to present the KM Letter of Credit for payment in the event that the Borrower 
is in default under the KM Agreement or if the KM Letter of Credit is not extended or replaced at least 90 
days prior to its stated expiration.  A copy of the KM Agreement is available upon written or emailed 
request to the Trustee all as more fully described under “INTRODUCTION” above. 

Independent Engineer’s Report 

The Borrower retained the services of B&V to prepare its Independent Engineer’s Report, dated 
October 29, 2015, of independent engineering due diligence services related to the Project (the 
“Independent Engineer’s Report”). 

The Independent Engineer’s Report reviews: 

• the Project site, including a preliminary site equipment layout, surrounding property and 
land use; 

• the Project design and major equipment as provided in the Minerals Recovery Process 
(“MRP”) and the quote book; 

• process drawings, calculations, pilot test and simulation results for the Project, and 
demonstration of the process capabilities and commercial operating experience with the 
process units under similar conditions as the Project, in order to comment on the 
capability of the process to achieve stable performance and produce the desired products, 
and assess the design for capacity size, pressure requirements, throughput and output; 
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• the Borrower’s and Owner’s plans and/or agreements for engineering, procurement and 
construction, equipment supply, and operations and management; 

• the Project Documents and other revenue assumptions for the Project; 

• the chemical market consultant (“ICIS”) report on price forecasts and supply and demand 
characteristics for hydrochloric acid and caustic markets;  

• data on EPWU’s KBH Plant and water supply portfolio; and 

• the Financial Model for the Project;  

In addition, B&V (1) conducted a general environmental compliance assessment of the Project, 
including review of licenses, permits, and other available environmental documentation; (2) posed 
questions to the Owner and others that B&V, in its sole judgment, chose to ask about the Project; (3) 
reviewed certain technical reports prepared by others as identified in the Independent Engineer’s Report; 
and (4) reviewed environmental site assessment reports describing potential site contamination. The 
conclusions and findings that resulted from this review are summarized in the Independent Engineer’s 
Report attached hereto as APPENDIX A. 

The Independent Engineer’s Report concludes generally that: 

• The KBH Plant has historically produced concentrate output that is consistent with total 
dissolved solids concentrations to be the feedstock for the Project’s designed process 
flow to create the chemical and mineral products; 

• Although MRP is a new concept, the technologies used in the process are established 
technologies with a history of proven performance; 

• Based on the tests conducted, the equipment vendor guarantees, the mass balance 
calculations, and the computer simulations, the MRP appears to be capable of producing 
the products discussed in the Independent Engineer’s Report in the quantities and 
qualities envisioned for the Project; 

• B&V reviewed the water treatment equipment and found it to be adequately sized for the 
intended purposes; 

• B&V reviewed the energy and steam production equipment and found the equipment to 
be adequately sized for the intended purposes.  B&V notes that the emergency generators 
and auxiliary boiler are not large enough to meet the process requirements of the Project. 
Any forced outage of the combustion turbine, while anticipated to be infrequent, will 
cause an outage of the process facility. B&V notes that the Financial Model does not 
explicitly include forced outage rate assumptions for the energy and steam production 
equipment, but does include an allowance in the Guaranteed Case and Expected Case for 
two weeks of downtime, and further in the Guaranteed Case for two weeks of reduced 
operation; 

• The overall construction duration of the Project, 12 months from commencement of on–
site construction through the completion of the initial performance tests, is achievable 
using generally accepted project and construction management practices. However, B&V 
notes that the NF membrane, CTG and HRSG equipment supply proposals do not include 



 

20 

provisions for delay liquidated damages.  The Owner indicated that it intends to negotiate 
for liquidated damages provisions for the CTG and HRSG equipment supply. Per 
NorrisLeal, the NF membranes have a few weeks of float in the schedule between 
delivery and installation, and therefore, it can accept a few weeks of potential delay in the 
NF membrane delivery; 

• The engineering approach and agreements, equipment supply binding proposals, 
construction services agreements and binding proposals, and Construction Management 
Agreement provide the key equipment, materials and services required for the 
construction of the Project in a manner that is consistent with the Brine Agreement and 
distribution offtake agreements; 

• As the major equipment for the Project is to be procured by the Borrower, there is no 
overall performance guarantee for the Project. The Project relies on a combination of 
performance testing and guarantees from the EDR, EDBM, mineral settlers, CTG, and 
HRSG. While the individual equipment performance guarantees appear to be appropriate, 
the Borrower remains responsible for the overall performance of the integrated systems; 

• All of the primary contracts required for the operation and maintenance of the Project are 
in place or in draft form. The scope of work defined in the aggregate of the Project 
Documents and Land Lease Agreement (which have been executed) provide the 
commodities and services required for the operation and maintenance of the Project in 
accordance with the assumptions of the Financial Model; 

• The contracts required for the sales of the primary products from the Project are in place. 
The Brine Agreement, Supply Agreement and Distributor Agreement are executed and 
provide for the majority of the Project’s anticipated revenues (approximately 95 percent 
in the first 12 months) from water, hydrochloric acid and caustic soda sales and 
distribution, in accordance with the revenue assumptions of the Financial Model.  The 
Borrower also has a letter of intent to execute a distribution agreement for its gypsum 
product; 

• Based on the market supply and demand information provided by ICIS in the “HCl & 
Caustic Soda Price Forecast & Supply Demand” report, B&V believes it is reasonable to 
expect that the distributors for the Borrower’s caustic soda and hydrochloric acid 
products will be able to find end users for these products; 

• The technical, capital cost and operating expense assumptions of the Financial Model are 
generally reasonable and consistent with major agreements and contracts as reviewed in 
the Independent Engineer’s Report; 

• The construction contingency assumption of $6.0 million in the Financial Model appears 
to be adequate for the Project; 

• The duration of the bond capitalized construction interest period provided in the Financial 
Model exceeds the scheduled construction period; 

• Under the Guaranteed Case, the Project is estimated to have a minimum debt service 
coverage ratio of 1.99. Under the Expected Case, the Project is estimated to have a 
minimum debt service coverage ratio of 2.2;  
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• None of the observed stress cases reduced the expected debt service coverage ratio below 
1.0 for any given year. The Combined sensitivity had the lowest minimum debt service 
coverage, with the first year of operation debt service coverage ratio at 1.22; and 

• The Project received the major state and local approvals required to start construction and 
operate the Project. The Project is on track to receive remaining approvals which appear 
to be minor or routine/ministerial, including items contingent on final design details. 
B&V has not identified any issues of note that would appear to delay any final remaining 
approvals needed for construction or operation of the Project. 

The description set forth under this heading is qualified in its entirety by reference to the 
Independent Engineer’s Report, a copy of which attached hereto as APPENDIX A.  Investors should read 
the Independent Engineer’s Report in full prior to making any investment decisions. 

Market Study of Project’s Chemical Products 

The Owner of the Project contracted with ICIS, a division of Reed Business Information, a global 
provider of information, data and workflow solutions.  Pursuant to such contract, ICIS provided a market 
study, “HCl & Caustic Soda Price Forecast & Supply Demand” dated July 14, 2015, which addressed 
hydrochloric acid and caustic soda chemicals including supply and demand information for the period from 
2005-2014 and historical prices and price forecasts for the period 2008-2023.  The HCl & Caustic Soda Price 
Forecast & Supply Demand market study is available upon written or emailed request to the Trustee all as 
more fully described under “INTRODUCTION” above. 

Hydrochloric Acid. The ICIS report identified that the majority of U.S. hydrochloric acid production 
takes place in the Gulf Coast region. U.S. Gulf Coast (“USGC”) production ranged from 3,600,000 to 
4,100,000 tons/annum over the period 2005-2014. The chart immediately below identifies the USGC 
production of hydrochloric acid. 

 

The Project is budgeted to produce less than 1.0% of annual USGC hydrochloric acid production. 
The Study identifies a diverse range of end uses which purchase and consume hydrochloric acid. The chart 
immediately below identifies end users of hydrochloric acid. 
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Caustic Soda. The ICIS report identified that the majority of U.S. caustic soda production takes place 
in the Gulf Coast region. USGC production ranged from 9,800,000 to 11,000,000 tons/annum over the period 
2005-2014. The chart immediately below identifies the US and USGC production of caustic soda. 
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The Project is budgeted to produce less than 0.10% of annual USGC caustic soda production.  The 
Study identifies a diverse range of end uses which purchase and consume caustic soda. The chart 
immediately below identifies end users of USGC caustic soda. 

 

Insurance Consultant Report 

The Borrower has retained Moore-McNeil, LLC, an independent insurance consultant (the 
“Insurance Consultant”) to: (i) review the Borrower’s insurance policies (as applicable), cover notes, binders, 
certificates including projected costs/premiums associated therewith budgeted over the twenty year pro forma 
of the Project; (ii) establish minimum insurance standards within the range of industry norms for similar 
industries, review all documentation and agreements in connection therewith for sufficiency and, if 
appropriate, recommend additional insurance coverage; (iii) examine probable maximum loss studies to 
establish appropriate loss limits and coverage mechanisms to allow for growth within the portfolio on an 
annual basis; (iv) work with the Bondholders and their legal counsel to develop insurance language and/or 
acceptability standards within the applicable financing agreements that can be used by the Bondholders to 
evaluate insurance provided for the Project; (v) review sample or standard contracts applicable to the 
financing with respect to insurance requirements; (vi) issue a Summary Insurance Report (“Insurance 
Report”) with respect to the insurance requirements being in accordance with good industry practice which 
shall contain a statement confirming that the Insurance Consultant has reviewed the core components of the 
Borrower’s property and liability insurance programs that are, or are expected to be, in place for the Project 
during operation and that the Insurance Consultant is of the opinion that such property and liability insurance 
programs are reasonable for projects similar in size, type, location and exposure as the Project.  A copy of the 
Insurance Report is available upon written or emailed request to the Trustee all as more fully described under 
“INTRODUCTION” above. 

Property Tax Rebate Agreements 

The Borrower has entered into a Chapter 380 Economic Development Program Agreement (the “380 
Agreement”) with El Paso and a Chapter 381 Economic Development Program Agreement (the “381 
Agreement”) with the County of El Paso (the “County”).  The agreements provide for a maximum of 12 years 
during which 100% of the property taxes assessed on the Project and paid by the Borrower will be rebated to 
the Borrower in the subsequent property tax year if certain requirements have been satisfied.  The 380 
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Agreement also provides for the waiver of certain development fees and sales tax rebates. The agreements 
require, among other things, that (i) the Project provide full time employment for no less than the 10 positions 
described therein; (ii) where reasonably possible, 65% of total manufacturers, suppliers, contractors and labor 
will come from local sources; and (iii) the Borrower will meet certain minimum qualified expenditure 
requirements. The Project’s property tax liability is anticipated to be approximately $270,000 annually for the 
City and $170,000 annually for the County.  The total grant under the 380 Agreement is capped at 
$2,284,263.93 and the total grant under the 381 Agreement is capped at $1,423,726.25.  Copies of the 380 
Agreement and 381 Agreement are available upon written or emailed request to the Trustee all as more fully 
described under “INTRODUCTION” above. 

Management Services Agreements 

The Borrower has entered into the Management Services Agreement to provide for (i) general 
corporate services; (ii) general accounting, financial and tax services; (iii) certain plant operations and 
maintenance; and (iv) a non–transferable, non–sublicensable right and license to use the Owner’s intellectual 
property.  Pursuant to the Management Services Agreement the Borrower will pay Owner $65,000 per year 
for the Basic Services (those services summarized in the preceding sentence and more fully described therein) 
and shall pay direct costs of such services plus 15% for labor and 10% for other costs.  In the event that the 
costs of the Owner to providing the Basic Services materially increases, the Borrower has agreed to negotiate 
in good faith to revise the fee for the Basic Services to equal an amount which will enable the Owner to 
continue providing such Basic Services without economic loss; additionally, commencing January 1, 2018, 
the fee for Basic Services shall be increased by 2% annually.  The Management Services Agreement 
commences on January 1, 2017 and shall continue until terminated in accordance with the provisions thereof. 

The Borrower and Owner have also entered into the Construction Period Management Services 
Agreement dated as of December 1, 2015 (as amended, the “Construction Period Management Services 
Agreement”) to provide for general corporate services and general accounting services commencing in 
December 2015 and continuing until the later of (i) delivery of a completion certificate by the Borrower or 
(ii) the date which the Project has had average production for 60 days averaging greater than 50% of the 
projected hydrochloric acid, caustic soda and water for the “Expected Case” (as detailed in the Independent 
Engineer’s Report) (the “Completion Date”).  Pursuant to the Construction Period Management Services 
Agreement the Borrower shall pay the Owner $46,875 each month for a period of 16 months.  If the 
Completion Date occurs before the end of the term of the Construction Period Management Services 
Agreement the Borrower shall pay to the Owner a productivity Bonus equal to $750,000 minus the sum of all 
monthly payments previously made by the Borrower thereunder.  In no event will the total compensation to 
the Owner under the Construction Period Management Services Agreement exceed $750,000. 

PROJECTED REVENUES AND EXPENSES 

The following table shows projected revenues of the Borrower and operating and maintenance 
expenses of the Project.  This “Pro-Forma” incorporates the actual debt service on the Bonds which is 
higher than the debt service in the pro-forma reviewed by B&V.  There can be no assurance that the 
actual operational and economic results for the Project will conform to the projections therefor.  Any 
material adverse failure to achieve these results could adversely affect the ability of the Borrower to make 
Loan Payments under the Loan Agreement.  See “RISK FACTORS – Reliance on Projections and 
Underlying Assumptions.” 
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PLAN OF FINANCE 

General 

 The Project has been in a pre-development phase which commenced in 2012. Through 
pilot testing in 2014, approximately $2,900,000 has been invested in the Project. As of October 15, 2015, 
approximately $6,900,000 has been spent on the Project by the Owner for costs including design, 
engineering, permitting, pilot testing, legal expense and an allocation of Owner overhead.  The Owner 
will continue funding the Project expenses up to closing of the Bonds, which is estimated to be 
approximately $300,000. 

 In addition to the proceeds of the Bonds: (i) $750,000 of equity will be delivered by the 
Owner, (ii) the $5,000,000 JH Payment currently held by BOKF, National Association, as escrow agent, 
will be delivered to the Trustee at the closing of the Bonds, and (iii) $6,580,000 of cash from the Owner’s 
preferred equity investors in the Owner will be delivered to the Trustee at the closing of the Bonds. 

 The funds described in (i), (ii) and (iii) above, along with a portion of the proceeds of the 
Bonds, are expected to be sufficient to finance the construction of the Project and pay certain capitalized 
interest on the Bonds. 

Owner Equity Investment 

The aggregate $12,330,000 of equity described above in (i), (ii) and (iii) under the second 
paragraph of “General” above will be applied at closing as follows:  (a) $650,000 to the Major 
Maintenance Reserve Account; (b) $6,000,000 to the Construction Contingency Reserve Account; (c) 
$519,000 to the Cost of Issuance Fund; (d) $4,411,000 to the Project Fund; and (e) $750,000 to the 
Management Services Account.  After closing on the issuance of the Bonds and delivery of additional 
cash equity, the Owner and Borrower’s total investment will be approximately 29% equity and 71% debt 
(total liabilities), which includes $7.219 million of pre-development equity funded at the Owner level 
prior to closing of the Bonds. 

The Construction Contingency Reserve Account is intended to be used to pay construction, 
equipment and start-up costs that exceeded original estimates. The Depository Bank shall transfer 
amounts on deposit in the Construction Contingency Reserve Account to the Borrower upon the later of 
(i) the date on which the Borrower delivers the completion certificate, including certifications by the 
Borrower that there are no remaining obligations of equipment vendors or the Construction Manager 
under their respective contracts, including payment under performance guarantees and payment of 
liquidated damages, to the Trustee in accordance with the Loan Agreement or (ii) the date on which the 
Project has had average production for 60 days averaging greater than 50% of the projected hydrochloric 
acid, caustic soda and water for the “Expected Case” (as detailed in the Independent Engineer’s Report) 
under the Project Documents.  The Borrower shall deliver a certificate to the Depository Bank certifying 
as to the occurrence of either (i) or (ii) above, and the Depository Bank may conclusively rely on such 
certificate in transferring the amounts on deposit in the Construction Contingency Reserve Account to the 
Borrower. 

Application of Bond Proceeds 

The Bonds are being issued for the purpose of providing funds for the Issuer to make a loan (the 
“Loan”) to the Borrower pursuant to the Loan Agreement.  The Borrower will apply the Loan proceeds to 
(i) finance a portion of the cost of acquiring, rehabilitating, developing, improving and equipping the 
Project, (ii) fund the Debt Service Reserve Fund, (iii) pay interest on Bonds through April 30, 2017 and 
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(iv) pay a portion of the costs associated with the issuance of the Bonds.  See “PLAN OF FINANCE” and 
“THE PROJECT.” 

Proceeds to be received from the sale of the Bonds and equity contributions from the Borrower 
will be applied as estimated in the following table: 

Estimated Application of Bond Proceeds and Equity 

 Bond Proceeds  
 Par Amount of Bonds  $48,000,000 
 Other Sources of Funds  
 Additional Cash Equity  12,330,000 

   
 Total Sources  $60,330,000 
   
 Uses of Funds  

 Deposit to Project Fund  $43,086,401 
 Debt Service Reserve Fund  4,246,275 
 Capitalized Interest Fund  4,948,323 
 Major Maintenance Reserve Account  650,000 
 Construction Contingency Reserve  6,000,000 
 Costs of Issuance(1)  1,399,000 

   
Total Uses  $60,330,000 

 
(1) The Costs of Issuance are estimated and include the Placement Agents’ fees, legal fees of Bond Counsel, Placement Agents’ Counsel, 

Issuer’s Counsel, Trustee’s fees, independent engineer’s fee, insurance consultant’s fee, Issuer’s fee, printing costs and other miscellaneous 
costs of issuance.  $880,000 of Bond proceeds will be applied to the payment of the Placement Agents’ fees and expenses and the balance of 
the Costs of Issuance will be paid from other lawfully available sources.  Not more than 2% of the proceeds of the Bonds ($960,000) will be 
applied to the payment of Costs of Issuance. 

THE BONDS 

General 

The Bonds will mature, subject to prior redemption, on January 1, 2045, as set forth on the cover 
page hereof.  The Bonds will bear interest (initially from their date of issuance) on the unpaid principal 
amount thereof and be paid semiannually on January 1 and July 1 of each year, commencing with July 1, 
2016; provided that if any Interest Payment Date is not a Business Day, such interest shall be paid on the 
next succeeding Business Day with the same effect as if made on the day such payment was due. 

The Bonds are issuable in Authorized Denominations.  “Authorized Denominations” means 
$250,000 or any integral multiple of $5,000 in excess thereof.  The Bonds will be transferable and 
exchangeable as set forth in the Indenture, and will be initially registered in the name of Cede & Co., as 
nominee of DTC.  DTC will act as securities depository for the Bonds.  Ownership interests in the Bonds 
may be purchased in book-entry form only in Authorized Denominations (see APPENDIX E – “DTC AND 

THE BOOK-ENTRY ONLY SYSTEM”).  Interest on the Bonds will be computed upon the basis of a 
360-day year, consisting of twelve 30-day months. 

Payment of the interest on the Bonds shall be made to the Person appearing on the bond 
registration books of the Bond Registrar as the Bondholder thereof on the Record Date, such interest to be 
paid by the Paying Agent to such Bondholder (i) by check mailed on the Interest Payment Date to such 
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Bondholder’s address as it appears on the registration books, or at such other address as has been 
furnished to the Bond Registrar as provided below in writing by such Bondholder not later than the 
Record Date, or (ii) upon written request at least three Business Days prior to the applicable Record Date 
of a Bondholder of Bonds aggregating not less than $1,000,000 in principal amount, by wire transfer in 
immediately available funds at an account maintained in the United States at such wire address as such 
Bondholder shall specify in its written request (any such written request shall remain in effect until 
rescinded in writing by such Bondholder); except, in each case, that, if and to the extent that there shall be 
a default in the payment of the interest due on such Interest Payment Date, such defaulted interest rate 
shall be the rate on the Bonds on the day before such default occurred, and such defaulted interest shall be 
paid to the Bondholder in whose name any such Bonds are registered at the close of business on the fifth 
Business Day next preceding the date of payment of such defaulted interest.  Both the principal of and 
premium, if any, on the Bonds shall be payable upon surrender thereof in lawful money of the United 
States of America at the Corporate Trust Office of the Trustee. 

If any payment is to be made under the Indenture or any action is to be taken under the Indenture 
on any date that is not a Business Day, such payment or action otherwise required to be made or taken on 
such date shall be made or taken on the immediately succeeding Business Day with the same force and 
effect as if made or taken on such scheduled date. 

Designation as Green Bonds  

 The Issuer has designated the Bonds as “Green Bonds” based on the Borrower’s 
representations regarding the intended use of the proceeds of the Bonds to finance environmentally 
beneficial projects, such as the Project, as further described below.  

As more fully described in the Independent Engineer’s Report attached hereto as APPENDIX A, 
sustainable management of concentrate byproduct generated during desalination has become an urgent 
need in water limited regions such as the southwestern United States. Sustainable management has come 
to be defined in the water industry as economical and environmentally safe reuse of both the water and 
solids from the concentrate.  The Project is designed to alleviate water recovery and supply issues in the 
State by recovering potable water from desalination byproducts. For additional information on the 
Project, see “THE PROJECT.” 

The purpose of designating the Bonds as Green Bonds is to allow investors to invest directly in 
bonds that finance such environmentally beneficial projects.  The Bonds are secured by a pledge of 
Revenues under the Indenture, and the holders of the Bonds do not assume any specific project risk or 
economic benefit related to the Project as a result of such designation. 

No Additional Bonds 

Except for Subordinate Obligations, no additional bonds will be issued or delivered under the 
Indenture.  For information relating to restrictions on the incurrence of Subordinate Obligations see 
APPENDIX C – “SELECTED DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS – The Indenture.” 

Redemption 

The Bonds will be subject to redemption if and to the extent the Borrower is entitled to make, or 
is required to make, a prepayment pursuant to the Loan Agreement.  The Issuer shall not call the Bonds 
for redemption, and the Trustee shall not give notice of any such redemption, unless the Borrower has so 
directed.  The Bonds are subject to redemption upon the following terms: 
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Mandatory Redemption Upon Invalidity or a Determination of Taxability.  If the Loan Agreement 
is determined to be invalid or a Determination of Taxability occurs, then all Bonds Outstanding on the 
date of the determination of invalidity or the occurrence of such Determination of Taxability will be 
redeemed in whole (or in part if the Borrower delivers an Approving Opinion to the Trustee) at any time 
within 60 days thereafter, at a redemption price of 100% of the principal amount to be redeemed, without 
premium, plus accrued interest to the date of redemption. 

Optional Redemption Upon Occurrence of Extraordinary Events.  The Bonds may be redeemed 
in whole or in part on any date at a redemption price equal to the principal amount to be redeemed, 
without premium, plus accrued interest to the date of redemption, upon receipt by the Trustee and the 
Issuer of a specific written notice from the Borrower stating that any of the following events has occurred: 

(i) the Project or a portion thereof shall have been damaged or destroyed (in whole 
or in part) by fire or other casualty for which proceeds of the insurance required to be and actually 
maintained by the Borrower pursuant to the Loan Agreement are available (a) to such extent that, 
in the opinion of an Independent Engineer expressed in a certificate filed with the Issuer and the 
Trustee, it is not practicable or desirable to rebuild, repair or restore the Project or such portion 
thereof within a period of six consecutive months following such damage or destruction or (b) to 
such extent that, in the opinion of an Independent Engineer expressed in a certificate filed with 
the Issuer and the Trustee, the Borrower is or will be thereby prevented from carrying on its 
normal operations at the Project or such portion thereof for a period of six consecutive months; or 

(ii) title to, or the temporary use of, all or substantially all the Project or a portion 
thereof shall have been taken under the exercise of the power of eminent domain by any 
governmental authority, or person, firm or corporation acting under governmental authority, 
including such a taking or takings as results or is likely to result, in the opinion of an independent 
engineer expressed in a certificate filed with the Issuer and the Trustee, in the Borrower being 
thereby prevented from carrying on its normal operations at the Project or such portion thereof for 
a period of six consecutive months or results or is likely to result in rendering the Project or such 
portion thereof, in the opinion of an Independent Engineer, unsuitable for use by the Borrower for 
a period of six consecutive months or longer; or 

(iii) any court or administrative body shall enter a judgment, order or decree after the 
contest thereof by the Borrower in good faith (and not resulting from the Borrower’s failure to 
comply with applicable law) requiring the Borrower to cease all or any substantial part of its 
operations at the Project or a portion thereof, to such extent that, in the opinion of an Independent 
Engineer expressed in a certificate filed with the Issuer and the Trustee, the Borrower is or will be 
thereby prevented from carrying on its normal operations at the Project or such portion thereof for 
a period of six consecutive months. 

Optional Redemption.  The Bonds maturing on January 1,  2045 shall be subject to redemption in 
whole or in part, at the option of the Issuer upon written direction of the Borrower at the times and at the 
redemption prices plus accrued interest, if any, to the redemption date, as follows:  

Redemption Date 
Redemption Price 

(as percentage of principal to be redeemed) 
January 1, 2026 through December 31, 2026 102% 
January 1, 2027 through December 31, 2027 101% 

January 1, 2028 and thereafter 100% 
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In the event of optional redemption of less than all of the Bonds, such Bonds to be redeemed will 
be redeemed from such maturities as will be selected by the Borrower.  If fewer than all of the Bonds of 
such maturities called for optional redemption are to be redeemed, the Trustee will redeem such Bonds by 
lot or in such other manner as the Trustee, in its sole discretion, will deem appropriate and fair. 

In the event of an optional redemption of less than all of the Bonds, the Borrower must provide 
the Trustee with a revised sinking fund schedule, giving effect to the optional redemption so completed. 

Mandatory Sinking Fund Redemption.  The Trustee shall redeem the Bonds maturing on January 
1, 2026 at a price of 100% of the principal amount of the Bonds to be redeemed plus accrued interest 
thereon to the redemption date in the table below. The average life for the Term Bond maturing on 
January 1, 2026 is 6.614 years. 

Redemption Date Principal Amount ($) Redemption Date Principal Amount ($) 

July 1, 2018 300,000 July 1, 2022 385,000 
January 1, 2019 310,000 January 1, 2023 400,000 

July 1, 2019 320,000 July 1, 2023 415,000 
January 1, 2020 330,000 January 1, 2024 425,000 

July 1, 2020 340,000 July 1, 2024 440,000 
January 1, 2021 350,000 January 1, 2025 455,000 

July 1, 2021 365,000 July 1, 2025 470,000 
January 1, 2022 375,000 January 1, 2026† 485,000 

 _________________________________  
†Maturity. 

The Trustee shall redeem the Bonds maturing on January 1, 2045 at a price of 100% of the 
principal amount of the Bonds to be redeemed plus accrued interest thereon to the redemption date in the 
table below. The average life for the Term Bond maturing on January 1, 2045 is 21.983 years. 

Redemption Date Principal Amount ($) Redemption Date Principal Amount ($) 

July 1, 2026 500,000 January 1, 2036 1,030,000 
January 1, 2027 520,000 July 1, 2036 1,070,000 

July 1, 2027 540,000 January 1, 2037 1,110,000 
January 1, 2028 560,000 July 1, 2037 1,155,000 

July 1, 2028 585,000 January 1, 2038 1,200,000 
January 1, 2029 605,000 July 1, 2038 1,245,000 

July 1, 2029 630,000 January 1, 2039 1,295,000 
January 1, 2030 655,000 July 1, 2039 1,345,000 

July 1, 2030 680,000 January 1, 2040 1,395,000 
January 1, 2031 705,000 July 1, 2040 1,450,000 

July 1, 2031 730,000 January 1, 2041 1,505,000 
January 1, 2032 760,000 July 1, 2041 1,565,000 

July 1, 2032 790,000 January 1, 2042 1,625,000 
January 1, 2033 820,000 July 1, 2042 1,690,000 

July 1, 2033 850,000 January 1, 2043 1,755,000 
January 1, 2034 885,000 July 1, 2043 1,820,000 

July 1, 2034 920,000 January 1, 2044 1,895,000 
January 1, 2035 955,000 July 1, 2044 1,965,000 

July 1, 2035 990,000 January 1, 2045† 2,040,000 
 _________________________  
†Maturity. 
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Mandatory Redemption Upon Project Completion and Transfer of Funds to Bond Proceeds 
Surplus Account.  The Bonds shall be redeemed, at the written direction of the Borrower given to the 
Issuer and the Trustee, from amounts transferred to the Bond Proceed Surplus Account upon completion 
of the Project in accordance with the Indenture on the next succeeding Interest Payment Date, at a 
redemption price equal to the principal amount of Bonds to be redeemed, plus accrued interest, if any, to 
the redemption date, without premium. 

Notice of Redemption.  Notice of redemption will be mailed by the Trustee by first class mail not 
less than 30 days (15 days in the case of redemption upon the occurrence of extraordinary events as 
described above) nor more than 60 days before such redemption date, to the respective Holders of any 
Bonds designated for redemption at their addresses on the registration books maintained by the Bond 
Registrar.  Each notice of redemption will state the redemption date, the place or places of redemption, if 
less than all of the Bonds are to be redeemed, the distinctive number(s) of the Bonds to be redeemed, and 
in the case of Bonds to be redeemed in part only, the respective portions of the principal amount thereof 
to be redeemed.  Each such notice will also state that on said date there will become due and payable on 
each of said Bonds the principal thereof or of said specified portion of the principal thereof in the case of 
a Bond to be redeemed in part only, and that from and after such redemption date interest thereon will 
cease to accrue, and will require that such Bonds be then surrendered.  Neither failure to receive such 
notice nor any defect therein will affect the sufficiency of such redemption.  With respect to any notice of 
optional redemption of Bonds at the specific written direction of the Borrower, unless upon the giving of 
such notice Bonds shall be deemed to have been paid within the meaning of the Indenture, such notice 
may state (if so directed by the Borrower in writing to the Trustee) that such redemption shall be 
conditional upon the receipt by the Trustee on or prior to the date fixed for such redemption of moneys 
sufficient to pay the principal of, and premium, if any, and interest on, such Bonds to be redeemed, and 
that if such moneys shall not have been so received said notice shall be of no further force and effect and 
the Issuer shall not be required to redeem such Bonds. In the event that such notice of redemption 
contains such a condition and such moneys are not so received, the redemption shall not be made and the 
Trustee shall within a reasonable time thereafter give notice to such Holders, in the manner in which the 
notice of redemption was given, that such moneys were not so received and that the redemption was 
cancelled. 

Partial Redemption of Bonds.  Upon surrender of any Bond redeemed in part only, the Issuer will 
execute and the Trustee will authenticate and deliver to the Holder thereof, at the expense of the 
Borrower, a new Bond or Bonds of Authorized Denominations equal in aggregate principal amount to the 
unredeemed portion of the Bond surrendered. 

Whenever provision is made in the Indenture for the optional redemption of less than all of the 
Bonds, such Bonds to be redeemed shall be redeemed from such maturities as shall be selected by the 
Borrower.  If fewer than all of the Bonds of such maturities called for optional redemption are to be 
redeemed, the Trustee shall redeem such Bonds by lot or in such other manner as the Trustee in its sole 
discretion shall deem appropriate and fair.  Redemption will be done so that no Bond remains 
Outstanding in an amount that is not an Authorized Denomination. 

Effect of Redemption of Bonds.  Notice of redemption having been duly given as described above, 
and moneys for payment of the redemption price of, together with interest accrued to the date fixed for 
redemption on, the Bonds (or portions thereof) so called for redemption being held by the Trustee, on the 
redemption date designated in such notice, the Bonds (or portions thereof) so called for redemption will 
become due and payable, interest on the Bonds so called for redemption will cease to accrue, said Bonds 
(or portions thereof) will cease to be entitled to any benefit or security under the Indenture (except for 
payment of particular Bonds for which moneys are being held by the Trustee and which money will be 



 

32 

pledged to such payment), and the Holders of said Bonds will have no rights in respect thereof except to 
receive payment of said principal, premium, if any, and interest accrued to the date fixed for redemption. 

Purchase in Lieu of Redemption.  At the direction of an Authorized Representative of the 
Borrower, the Issuer shall cause the Bonds to be purchased (but only with funds provided or made 
available by the Borrower) in lieu of optional or mandatory sinking fund redemption, by delivering to the 
Trustee on or prior to the Business Day preceding the redemption date a written direction of the Borrower 
specifying that the Bonds shall not be redeemed, but instead shall be subject to purchase. Upon delivery 
of such notice, the Bonds shall not be redeemed but shall instead be subject to mandatory tender at a 
purchase price equal to the redemption price at which the Bonds would have been redeemed hereunder on 
a purchase date (the date that would have been the redemption date); provided that funds from the 
Borrower in an amount equal to the purchase price shall be made to the Trustee prior to the purchase date. 
Following such purchase, the Trustee shall cause the Bonds to be registered upon the direction of the 
Borrower and deliver such Bonds as directed by the Borrower. In the event of a purchase as described 
under this paragraph, the Trustee may purchase such Bonds at public or private sale as and when and at 
such purchase prices (including brokerage and other charges, and accrued interest) as the Borrower may 
in its discretion determine, but not in excess of the principal amount thereof plus accrued interest to the 
purchase date; provided, however, that in the event of a purchase as a result of a mandatory sinking fund 
redemption, no Bonds shall be purchased by the Trustee under this paragraph with a settlement date more 
than 45 days prior to the redemption date, and the principal amount of any Bonds so purchased by the 
Trustee in any twelve-month period ending 60 days prior to any January 1 or July 1 in any year shall be 
credited towards and shall reduce the principal amount of such Bonds required to be redeemed in such 
year pursuant the Indenture. 

SECURITY FOR THE BONDS 

General 

Payment of principal of, and the premium, if any, and interest on, the Bonds will be paid from 
Revenues (as defined below), which consist of certain Loan Payments received by the Issuer and the 
Trustee from the Borrower pursuant to the Loan Agreement, as well as other moneys.  The Bonds will 
also be payable from the proceeds from the sale of the Bonds and from income derived from the 
investment of moneys held under the Indenture under the circumstances set forth in the Indenture. 

“Revenues” means all amounts received by the Issuer, the Borrower or the Trustee for the account 
of the Issuer pursuant or with respect to the Loan Agreement, the Depository Agreement, the Deed of 
Trust, the Note, the Project Documents, the Project Revenue Generating Agreements, or otherwise in 
respect of the Project, including, without limiting the generality of the foregoing, Loan Payments 
(including both timely and delinquent payments and any late charges paid from whatever source), Project 
Revenues, prepayments, insurance proceeds, condemnation proceeds, and all interest, profits or other 
income derived from the investment of amounts in any fund or account established pursuant to the 
Indenture, but not including Administrative Fees and Expenses and other payments to the Issuer, the 
Trustee or other parties pursuant to certain sections of the Loan Agreement, or any moneys paid for 
deposit into the Rebate Fund pursuant to the Loan Agreement. 

The Issuer will assign to the Trustee, as security for the Bonds, the Note and its interest in the 
Loan Agreement (except for Unassigned Issuer Rights), including its rights to the amounts payable under 
the Loan Agreement required from time to time to be deposited in the Bond Fund established under the 
Indenture.  The Borrower is obligated under the Note and Loan Agreement to make payments which are 
sufficient to pay when due the principal of, and premium, if any, and interest on, the Bonds.  The 
Borrower’s obligations to make such payments will be absolute and unconditional and are not subject to 
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any defense (other than receipt of payment by the Trustee).  In addition, the Borrower will, as applicable, 
grant a lien and assign a security interest in all of its assets, including all relevant contracts associated 
with the Project, and the Borrower’s operations thereof, including, but not limited to, the Project 
Documents and any related agreements. 

THE BONDS ARE LIMITED OBLIGATIONS OF THE ISSUER PAYABLE SOLELY FROM 
THE REVENUES PLEDGED UNDER THE INDENTURE.  NEITHER THE STATE, THE UNIT, NOR 
ANY POLITICAL CORPORATION, SUBDIVISION OR AGENCY OF THE STATE SHALL BE 
OBLIGATED TO PAY THE PRINCIPAL OF, PREMIUM, IF ANY, OR THE INTEREST ON, THE 
BONDS, AND NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE, 
THE UNIT OR ANY OTHER POLITICAL CORPORATION, SUBDIVISION, OR AGENCY 
THEREOF IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR 
THE INTEREST ON, THE BONDS.  THE ISSUER HAS NO TAXING POWER. 

Upon the receipt of the Revenues, the Trustee shall deposit into the Bond Fund, which the Trustee 
will establish and hold under the Indenture, all accrued interest paid upon the sale of the Bonds, if any, 
funds transferred from the Project Fund pursuant to the Indenture, and all Revenues (except as otherwise 
provided in the Indenture), which shall be held in trust, and which shall be disbursed and applied only as 
authorized under the Indenture. 

Moneys in the Bond Fund will be used solely for the payment of the principal of, premium, if 
any, and interest on the Bonds as the same become due and payable at maturity, or upon acceleration or 
otherwise (except redemption).  See APPENDIX C – “SELECTED DEFINITIONS AND SUMMARY OF 

LEGAL DOCUMENTS – The Indenture – Bond Fund.” 

The Loan Agreement 

Until the principal, premium, if any, and interest on the Bonds have been fully paid or provision 
for such payment has been made as provided in the Indenture, on each date upon which any amounts 
payable with respect to the Bonds becomes due, whether upon redemption, acceleration, maturity or 
otherwise (a “Bond Payment Date”), the Borrower will agree to pay to the Trustee as a repayment on the 
loan of the Bond proceeds made to the Borrower under the Loan Agreement a sum equal to the amount 
payable on such Bond Payment Date as principal of and premium, if any, and interest on the Bonds as 
provided in the Indenture (a “Loan Payment”). 

Each Loan Payment will at all times be sufficient to pay the total amount of interest and principal 
(whether at maturity or upon redemption or acceleration) and premium, if any, becoming due and payable 
on the Bonds on each Bond Payment Date, provided that any amount held by the Trustee in the Bond 
Fund on any due date for a Loan Payment under the Loan Agreement will be credited against the Loan 
Payment due on such date, to the extent available for such purpose; and provided further that, subject to 
the provisions described in this paragraph, if at any time the amounts held by the Trustee in the Bond 
Fund are sufficient to pay all of the principal of and interest and premium, if any, on the Bonds as such 
payments become due, the Borrower will be relieved of any obligation to make any further Loan 
Payment.  Notwithstanding the foregoing, if on any date the amount held by the Trustee in the Bond Fund 
created under the Indenture is insufficient to make any required payments of principal of (whether at 
maturity or upon redemption or acceleration) and interest and premium, if any, on the Bonds as such 
payments become due, the Borrower will agree in the Loan Agreement to forthwith pay such deficiency 
as a Loan Payment under the Loan Agreement. 

The obligations of the Borrower to make the Loan Payments pursuant to the Loan Agreement and 
to perform and observe the other agreements on its part contained therein will be absolute and 
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unconditional, irrespective of any defense or any rights of set-off, recoupment or counterclaim it might 
otherwise have against the Issuer, and during the term of the Loan Agreement, the Borrower will agree to 
pay all payments required to be made under the Loan Agreement free of any deductions and without 
abatement, diminution or set-off.  Until such time as the principal of, and the premium, if any, and interest 
on, the Bonds has been fully paid, or provision for the payment thereof has been made as required by the 
Indenture, the Borrower (i) will not suspend or discontinue any payments provided for in the Loan 
Agreement; (ii) will perform and observe all of its other covenants contained in the Loan Agreement; and 
(iii) except as provided therein, will not terminate the Loan Agreement for any cause. 

A more complete description of the Loan Agreement is set forth in APPENDIX C attached to this 
Limited Offering Memorandum. 

Application of Funds Under the Depository Agreement 

The Depository Bank will create, establish and maintain in the name of the Trustee the following 
Funds and Accounts: (i) a deposit account in the name of the Trustee titled “Land Lease Rent Account” 
(the “Land Lease Rent Account”); (ii) a deposit account in the name of the Trustee titled “Revenue Fund” 
(the “Revenue Fund”); (iii) a deposit account in the name of the Trustee titled “Operation and 
Maintenance Expense Account” (the “Operation and Maintenance Expense Account”); (iv) a deposit 
account in the name of the Trustee titled “Debt Service Account” (the “Debt Service Account”); (v) a 
deposit account in the name of the Trustee titled “Debt Service Reserve Account” (the “Debt Service 
Reserve Account”); (vi) a deposit account in the name of the Trustee titled “Rebate Account” (the “Rebate 
Account”); (vii) a deposit account in the name of the Trustee titled “Operation and Maintenance Reserve 
Account” (the “Operation and Maintenance Reserve Account”); (viii) a deposit account in the name of 
the Trustee titled “Major Maintenance Reserve Account” (the “Major Maintenance Reserve Account”); 
(ix) a deposit account in the name of the Trustee titled “Additional Services Account” (the “Additional 
Services Account”); (x) a deposit account in the name of the Trustee titled “Income Tax Account” (the 
“Income Tax Account”); (xi) a deposit account in the name of the Trustee titled “Supplemental Reserve 
Account” (the “Supplemental Reserve Account”); (xii) a securities account in the name of the Trustee 
titled “Surplus Account” (the “Surplus Account”); (xiii) a deposit account in the name of the Trustee titled 
“Capitalized Interest Account” (the “Capitalized Interest Account”); (xiv) a custody account in the name 
of the Trustee titled “Construction Contingency Reserve Account” (the “Construction Contingency 
Reserve Account”); and (xv) a deposit account in the name of the Trustee titled “Administrative Fees 
Account” (the “Administrative Fees Account”). 

“Project Revenues” means any amount payable under the Project Documents (other than 
indemnity payments) and Project Revenue Generating Agreements. 

“Project Revenue Generating Agreements” means, other than the Project Documents, any written 
contract or agreement between the Borrower and an unrelated third party under which the Borrower 
derives revenues from the operation of the Project. 

For purposes of the Indenture and Depository Agreement, “Project Documents” means, 
collectively, (i) the Distributor Agreement, (ii) the Supply Agreement, (iii) the Brine Agreement, and 
(iv) the Operations, Maintenance and Management Agreement, all as more fully described under the 
heading “THE PROJECT” above. 

The monthly Project Revenues will be transmitted directly to the Depository Bank.  Upon receipt 
thereof, the Depository Bank will deposit all funds received in respect of Project Revenues into the 
Revenue Fund established under the Depository Agreement.  The Depository Bank will make the 
following deposits to the following funds and accounts, established under the Depository Agreement, 
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from the Revenue Fund in the order and priority set forth below.  Except as otherwise set forth in the 
Depository Agreement, the transfers set forth below shall take place: (i) in the case of the transfers 
described in First through Seventh below, on or before the fifteenth day of each calendar month; (ii) in the 
case of Tenth below, as described therein; and (iii) in the case of Eighth, Ninth and Eleventh below, on an 
annual basis (except that, solely with respect to Eleventh, transfers may be made on a quarterly basis as 
provided therein): 

FIRST:  to the Land Lease Rent Account an amount equal to the amounts owed to the 
City of El Paso, Texas pursuant to the Land Lease Agreement for the next succeeding month. 

SECOND:  to the Administrative Fees Account an amount equal to the Borrower's related 
payment obligations under the Loan Agreement for the next succeeding month. 

THIRD:  to the Operation and Maintenance Expense Account an amount equal to the 
Budgeted Operating Expenses of the Borrower for the next succeeding month. 

FOURTH:  commencing on January 1, 2016, to the Debt Service Account an amount 
equal to the amount, if any, necessary to make the amount on deposit therein equal to the sum of 
(i)(a) not less than the product of one-sixth (1/6) of the amount of any interest of the Bonds 
Outstanding becoming due and payable on the succeeding January 1 or July 1, as applicable, 
multiplied by the number of months (starting at one) since the immediately preceding Interest 
Payment Date; provided that the Depository Bank shall first apply any funds remaining on 
deposit in the Capitalized Interest Account to satisfy such transfer, and (ii) commencing January 
1, 2018, not less than the product of one-sixth (1/6) of the amount of any principal or sinking fund 
payment of the Bonds Outstanding becoming due and payable on the succeeding January 1 or 
July 1, as applicable, multiplied by the number of months (starting at one) since the immediately 
preceding Principal Payment Date. 

FIFTH:  to the Debt Service Reserve Account the amount, if any, necessary to cause the 
amount therein to equal the Debt Service Reserve Fund Requirement. 

SIXTH:  to the Rebate Account, the amount, if any, as directed in writing by the 
Borrower in accordance with the terms of the Depository Agreement and Tax Certificate. 

SEVENTH:  to the Operation and Maintenance Reserve Account the amount, if any, 
necessary to cause the amount therein to equal the Operation and Maintenance Reserve 
Requirement. 

EIGHTH:  upon receipt of the Financial Statements, to the Additional Services Account, 
the amount, if any, shown in the Financial Statements as being billed during the preceding Fiscal 
Year for Additional Services (as defined in the Management Services Agreement) under the 
Management Services Agreement. 

NINTH:  provided that the Financial Statements identify that the Debt Service Coverage 
Ratio exceeds 1.05:1, to the Income Tax Account the amount, if any, necessary to cause the 
amount therein to equal the Income Tax Requirement. 

TENTH:  to the Major Maintenance Reserve Account, (i) on the 26th day of July, 
August, September, October, November and December in 2017, $108,333.33, (ii) commencing in 
January 2018, on the 26th day of each month, an amount equal to one-twelfth (1/12th) of the 
Major Maintenance Reserve Budget Amount, and (iii) following a distribution from the Major 
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Maintenance Reserve Account that reduces the amount in the Major Maintenance Reserve 
Account to less than Major Maintenance Reserve Budget Amount (each such distribution, a 
“Major Maintenance Reserve Account Shortfall”), on the 26th day of each of the next succeeding 
three months, an amount equal to one-third (1/3rd) of the Major Maintenance Reserve Account 
Shortfall. 

ELEVENTH:  if the Debt Service Coverage Ratio is less than 1.5:1, the Depository Bank 
shall, until the earlier of (i) the date on which the Debt Service Coverage Ratio exceeds 1.5:1 or 
(ii) the date on which the Debt Service Coverage Ratio exceeds 1:1 and the amount on deposit in 
the Supplemental Reserve Account is equal to the Debt Service Reserve Fund Requirement, 
transfer to the Supplemental Reserve Account an amount equal to the excess of Revenues for the 
past Fiscal Year over the payments required under “FIRST” through “TENTH” above. At the end 
of each Fiscal Year where the Debt Service Coverage Ratio exceeds 1:1 and the amount on 
deposit in the Supplemental Reserve Account is equal to the Debt Service Reserve Fund 
Requirement, the Depository Bank shall transfer the excess of Revenues for the preceding Fiscal 
Year over the payments required under “FIRST” through “TENTH” above to the Surplus 
Account; provided, however, that on each January 1, April 1, July 1 and October 1, if the 
Financial Statements identify that the Debt Service Coverage Ratio for the most recent two Fiscal 
Years exceeds 1.75:1, the Depository Bank shall transfer the excess of Revenues for the 
preceding three-month period over the payments required under "First" through "Tenth" above to 
the Surplus Account. 

Any deposits from the Revenue Fund must be made in the priority listed above.  Any deposit to 
an account or subaccount may only occur if all deposits required to be made before the deposit in question 
(in the order shown above), have been made in full and there are funds left in the Revenue Fund to make 
the next deposit (in whole or in part). 

Amounts in the Surplus Account will be available to be applied to any of the other purposes 
referenced above, to the extent of a shortfall in any subsequent month of the Project Revenues received.  
If there are no amounts remaining in the Surplus Account to produce such cash proceeds, then the 
Depository Bank will use amounts in the Debt Service Reserve Account to satisfy the required transfers to 
the Debt Service Reserve Fund established under the Indenture. 

Limitations on Distributions from the Surplus Account 

Subject to the provisions of the Depository Agreement, if there are insufficient moneys already 
on deposit in the Revenue Fund to make in full all of the transfers described in clauses (i) FIRST through 
SEVENTH and clause TENTH under the caption “Application of Funds Under the Depository 
Agreement” on the on the 15th calendar day of any month or (ii) EIGHTH and NINETH under the 
caption “Application of Funds Under the Depository Agreement” above upon receipt by the Depository 
Bank of the Financial Statements, then the Depository Bank shall liquidate investments credited to the 
Surplus Account in an amount sufficient to produce cash proceeds equal to such insufficiency and transfer 
such cash proceeds to the Revenue Fund. 

Subject to the provisions of the Depository Agreement, after any necessary transfers under the 
preceding paragraph have been made on January 1, April 1, July 1 and October 1 of each year following 
receipt by the Depository Bank from the Borrower of its Quarterly Distribution Certificate (as defined 
below), the Depository Bank shall transfer to the Borrower any property remaining to the credit of the 
Surplus Account but only as provided in the Depository Agreement. No such transfer shall be made 
unless the Financial Statements identify that (i) the Debt Service Coverage Ratio for the most recent two 
Fiscal Years exceeds 1.75:1 and (ii) amounts on deposit in the Debt Service Reserve Fund and the 
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Operations and Maintenance Reserve Account equal or exceed the Debt Service Reserve Fund 
Requirement and the Operations and Maintenance Reserve Requirement, respectively, and the amount on 
deposit in the Major Maintenance Reserve Account equals or exceeds the amount required to be on 
deposit therein as provided in clause TENTH under the caption “Application of Funds Under the 
Depository Agreement” above. Notwithstanding the foregoing, no such transfer of property from the 
Surplus Fund to the Borrower shall be made if the Borrower has committed an Event of Default or Loan 
Default Event under either the Indenture or the Loan Agreement, respectively. “Quarterly Distribution 
Certificate” shall mean a written certification in the form attached to the Depository Agreement to be 
signed by an Authorized Representative of the Borrower and delivered to the Trustee and the Depository 
Bank no more frequently than quarterly which shall contain (a) the Financial Statements for the most 
recent two Fiscal Years and a calculation of the Debt Service Coverage Ratio for the most recent two 
Fiscal Years, and (b) statements as to compliance with the applicable provisions of the Depository 
Agreement.  

To the extent that the transfers described under the preceding paragraph are not permitted, after 
any necessary transfers under the first paragraph of this subheading “Limitations on Distributions from 
the Surplus Account” have been made, following receipt by the Depository Bank from the Borrower of 
the Financial Statements for the applicable Fiscal Year and its Annual Distribution Certificate, the 
Depository Bank shall transfer to the Borrower any property remaining to the credit of the Surplus 
Account but only as provided herein.  No such transfer shall be made unless the Financial Statements 
identify either (i)(A) the Debt Service Coverage Ratio for the most recent Fiscal Year exceeds 1.5:1 and 
(B) amounts on deposit in the Debt Service Reserve Fund and the Operations and Maintenance Reserve 
Account equal or exceed the Debt Service Reserve Fund Requirement and the Operations and 
Maintenance Reserve Requirement, respectively, and the amount on deposit in the Major Maintenance 
Reserve Account equals or exceeds the amount required to be on deposit therein as provided in clause 
TENTH under the caption “Application of Funds Under the Depository Agreement” above, or (ii) (A) the 
Debt Service Coverage Ratio for the most recent Fiscal Year exceeds 1.1:1, (B) amounts on deposit in the 
Debt Service Reserve Fund and the Operations and Maintenance Reserve Account equal or exceed the 
Debt Service Reserve Fund Requirement and the Operations and Maintenance Reserve Requirement, 
respectively, and the amount on deposit in the Major Maintenance Reserve Account equals or exceeds the 
amount required to be on deposit therein as provided in clause TENTH under the caption “Application of 
Funds Under the Depository Agreement” above, and (C) amounts on deposit in the Supplemental Reserve 
Account equal or exceed the Debt Service Reserve Fund Requirement. Notwithstanding the foregoing 
clauses (i) and (ii), no such transfer of property from the Surplus Fund to the Borrower shall be made if 
the Borrower has committed an Event of Default or Loan Default Event under either the Indenture or the 
Loan Agreement, respectively. “Annual Distribution Certificate” shall mean that written certification in 
the form attached to the Depository Agreement to be signed by an Authorized Representative of the 
Borrower and delivered to the Trustee and the Depository Bank no more frequently than annually that 
shall contain (a) the annual audited Financial Statements for the most recent Fiscal Year and a calculation 
of the Debt Service Coverage Ratio for the most recent Fiscal Year, and (b) statements as to compliance 
with the applicable provisions of the Depository Agreement.  

Operation and Maintenance Reserve Account 

Subject to the provisions of the Depository Agreement, the Operation and Maintenance Reserve 
Account is required to be funded in an amount equal to 120 days of Operating Expenses calculated based 
on the greater of (i) Operating Expenses included in the Financial Statements for the preceding fiscal year 
or (ii) Operating Expenses in the Annual Budget for the current fiscal year.  The Depository Agreement 
provides that the Operation and Maintenance Reserve Requirement may be satisfied by the deposit of 
either (i) money and/or Investment Securities or (ii) a bank credit facility (which, for the avoidance of 
doubt, shall list the Depository Bank as beneficiary) issued by a bank with equity capital in excess of 
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$250,000,000, with a minimum term of three years and having an automatic renewal provision that 
extends its term (at the option of the bank) by one year on each anniversary date of the related bank credit 
facility agreement, in an amount equal to the Operation and Maintenance Reserve Requirement.  See 
APPENDIX C – “SELECTED DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS – The Depository 
and Control Agreement.” 

In satisfaction of the foregoing, the Borrower is entering into a revolving line of credit with 
CommunityBank of Texas.  Such revolving line of credit will comply with clause (ii) of the preceding 
paragraph and will be in the amount of approximately $1.109 million. 

Debt Service Reserve Fund 

The Bonds will also be secured, to a limited extent, by the Debt Service Reserve Fund.  The Debt 
Service Reserve Fund Requirement is defined under the Indenture to mean an amount equal to the 
maximum Annual Debt Service Requirement on the Bonds in the current or any future Bond Year.  
Unless and until otherwise directed by an Authorized Representative, the Debt Service Reserve 
Requirement shall be $4,246,275 and shall be fully funded on the date of issuance of the Bonds. 

Amounts in the Debt Service Reserve Fund (including interest earnings thereon) will be 
transferred to the Bond Fund in the event that on any Interest Payment Date the amount on deposit in the 
Bond Fund is not sufficient to pay the principal and interest then due on the Bonds and, as directed by the 
Borrower, in order to make the final payments of principal of and interest on the Bonds on January 1, 
2045. 

Subject to the Depository Agreement, if amounts on deposit in the Revenue Fund and the Surplus 
Account are not sufficient to make the deposits described in clauses FIRST through TENTH under 
“Application of Funds Under the Depository Agreement” above, the Depository Bank shall transfer 
any amount in the Debt Service Reserve Account to the Trustee for deposit in the Debt Service Reserve 
Fund for application as described above.  See APPENDIX C – “SELECTED DEFINITIONS AND SUMMARY 

OF LEGAL DOCUMENTS – The Depository and Control Agreement.” 

Supplemental Reserve Account 

As described in section ELEVENTH under “Application of Funds Under the Depository 
Agreement” above, in certain circumstances the Depository Bank will transfer funds into the 
Supplemental Reserve Account.  Amounts therein, if any, will be available as additional security for the 
Bonds.  See “SELECTED DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS – The Depository and 
Control Agreement – Supplemental Reserve Fund.” 

Security Agreement 

The Borrower will execute the Security Agreement in favor of the Trustee, as security for its 
obligations.  The Borrower will grant to the Trustee a security interest in all right, title and interest of the 
Borrower to the Collateral (as defined in the Security Agreement), which includes but is not limited to the 
Borrower’s rights, title and interest in any Project Document and the funds and accounts held under the 
Indenture.  See APPENDIX C – “SELECTED DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS – 
The Security Agreement.” 
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Deed of Trust 

The Borrower will execute the Deed of Trust, as security for its obligation to make Loan 
Payments and its other obligations under the Loan Agreement.  The Borrower will grant to the Trustee, as 
beneficiary under the Deed of Trust, for the benefit of the Holders of the Bonds, all of the Borrower’s 
estate, right, title and interest whether now owned or hereafter acquired in and to the Premises (as defined 
in the Deed of Trust), which includes but is not limited to the Project, the Project Site and the Land Lease 
Agreement.  See APPENDIX C – “SELECTED DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS – 
The Deed of Trust” and “– The Security Agreement.” 

Insurance on the Project 

The Borrower covenants in the Deed of Trust, Land Lease Agreement and Loan Agreement to 
maintain insurance on the Project in the amounts and for such occurrences as are set forth therein 
including, in the case of the Deed of Trust, as determined in conjunction with the Insurance Report.   
Additionally, the Borrower is required to certify to the Trustee annually that insurance required by such 
documents is in full force and effect.  Copies of the Land Lease Agreement and the Insurance Report are 
available upon written or emailed request to the Trustee all as more fully described under 
“INTRODUCTION” above. 

Repayment of the Bonds 

Currently, the Borrower expects that the Project Revenues received from the Project Documents 
in connection with the projected operating capacity of the Project will be sufficient to enable it to make 
the Loan Payments, i.e. debt service on the Bonds.  See “PROJECT REVENUES” and “THE PROJECT.” 

The Project Revenues, at this time, are known to primarily consist of those from the Brine 
Agreement, Supply Agreement and Distributor Agreement.  Additional Project Revenues are expected to 
come from the sale of magnesium hydroxide and gypsum, either in spot market sales or under 
intermediate term contracts. All Project Revenues will be assigned to and deposited with the Trustee and 
the Depository Bank, as the case may be, pursuant to various collateral assignments and the Depository 
Agreement.  In the future, the Borrower intends to enter into additional chemical and mineral sales 
agreements and such Project Revenues derived therefrom, if any, will also be assigned to the Trustee.  See 
“SECURITY FOR THE BONDS – Application of Funds Under the Depository Agreement” and 
APPENDIX C – “SELECTED DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS – The Depository 
and Control Agreement.” 

LITIGATION 

The Issuer 

There is no litigation of any nature now pending against the Issuer or to the knowledge of its 
officers, threatened, restraining or enjoining the issuance, sale, execution or delivery of the Bonds, or in 
any way contesting or affecting the validity of the Bonds or any of the financing documents executed in 
connection therewith. 

The Borrower 

There is no litigation of any nature now pending against the Borrower, or to the knowledge of its 
respective officers threatened, which, if successful, would in the view of the Borrower materially 
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adversely affect the operation or financial condition of the Borrower or materially adversely affect the 
operation of the Project. 

LIMITED OFFERING 

The Placement Agents have agreed to place the Bonds pursuant to a Private Placement 
Agreement and Payment and Settlement Agreement, each by and among the Placement Agent, the Issuer 
and the Borrower.  The Placement Agents will place all of the Bonds, if any are placed.  As compensation 
for such agreement to place the Bonds, the Borrower has agreed to pay to the Placement Agents a fee of 
$960,000. 

TAX MATTERS 

Opinion of Bond Counsel 

The opinion of Bond Counsel will state that, under current law, interest on the Bonds (a) will be 
excludable from gross income for purposes of federal income taxation, except during any period while a 
Bond is held by a “substantial user” of the Project or a “related person,” within the meaning of Section 147(a) 
of the Internal Revenue Code of 1986, as amended (the "Code"), and (b) must be included as a specific item 
of tax preference for purposes of calculating the federal alternative minimum tax imposed on individuals and 
corporations.  See APPENDIX D. 

Bond Counsel will express no opinion regarding other federal tax consequences arising with respect 
to the Bonds.   

Bond Counsel’s opinion speaks as of its date, is based on current legal authority and precedent, 
covers certain matters not directly addressed by such authority and precedent, and represents Bond 
Counsel’s judgment as to the proper treatment of interest on the Bonds for federal income tax purposes.  
Bond Counsel’s opinion does not contain or provide any opinion or assurance regarding the future 
activities of the Issuer or the Borrower or about the effect of future changes in the Code, the applicable 
regulations, the interpretation thereof or the enforcement thereof by the Internal Revenue Service (the 
“IRS”).  The Issuer and the Borrower have covenanted, however, to comply with the requirements of the 
Code. 

Reliance and Assumptions; Effect of Certain Changes 

Bond Counsel’s opinion will be given in reliance on certifications by representatives of the Issuer 
and other applicable governmental representatives and the Borrower as to certain facts relevant to both 
the opinion and requirements of the Code with respect to the Bonds, and is subject to the condition that 
there is compliance subsequent to the issuance of the Bonds with all requirements of the Code that must 
be satisfied in order for interest thereon to remain excludable from gross income for federal income tax 
purposes.  The Issuer and the Borrower have covenanted to comply with the applicable provisions of the 
Code regarding, among other matters, the use, expenditure and investment of proceeds of the Bonds and 
the timely payment to the United States of any arbitrage rebate amounts with respect to the Bonds.  
Failure by the Issuer or the Borrower to comply with such covenants, among other things, could cause 
interest on the Bonds to be included in gross income for federal income tax purposes retroactively to their 
date of issue. 

Certain requirements and procedures contained, incorporated or referred to in the Indenture, the 
Loan Agreement and the Tax Certificate may be changed and certain actions may be taken or omitted 
under the circumstances and subject to the terms and conditions set forth therein.  Bond Counsel 
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expresses no opinion concerning any effect on the excludability of interest on the Bonds from gross 
income for federal income tax purposes of any such subsequent change or action that may be made, taken 
or omitted upon the advice or approval of counsel other than Bond Counsel. 

Certain Collateral Federal Tax Consequences 

The following is a brief discussion of certain collateral federal income tax matters with respect to the 
Bonds.  It does not purport to address all aspects of federal taxation that may be relevant to a particular owner 
thereof.  Prospective purchasers of the Bonds, particularly those who may be subject to special rules, are 
advised to consult their own tax advisors regarding the federal tax consequences of owning or disposing of 
the Bonds. 

Prospective purchasers of the Bonds should be aware that the ownership of tax-exempt obligations 
may result in collateral federal income tax consequences to certain taxpayers, including, without limitation, 
financial institutions, certain insurance companies, certain corporations (including S corporations and foreign 
corporations), certain foreign corporations subject to the “branch profits tax,” individual recipients of Social 
Security or Railroad Retirement benefits, taxpayers who may be deemed to have incurred or continued 
indebtedness to purchase or carry tax-exempt obligations and taxpayers attempting to qualify for the earned 
income tax credit. 

In addition, prospective purchasers should be aware that the interest paid on, and the proceeds of 
the sale of, tax-exempt obligations, including the Bonds, are in many cases required to be reported to the 
IRS in a manner similar to interest paid on taxable obligations.  Additionally, backup withholding may 
apply to any such payments made to any owner of a Bond who fails to provide an accurate Form W-9 
Request for Taxpayer Identification Number and Certification, or a substantially identical form, or to any 
owner of a Bond who is notified by the IRS of a failure to report all interest and dividends required to be 
shown on federal income tax returns. The reporting and withholding requirements do not in and of 
themselves affect the excludability of interest on the Bonds from gross income for federal tax purposes or 
any other federal tax consequence of purchasing, holding or selling tax-exempt obligations. 

Possible Legislative or Regulatory Action 

Legislation and regulations affecting tax-exempt bonds are continually being considered by the 
United States Congress, the Treasury and the IRS.  In addition, the IRS has established an expanded audit 
and enforcement program for tax-exempt bonds.  There can be no assurance that legislation enacted or 
proposed after the date of issue of the Bonds or an audit initiated or other enforcement or regulatory 
action taken by the Treasury or the IRS involving either the Bonds or other tax-exempt obligations will 
not have an adverse effect on the tax status or the market price of the Bonds or on the economic value of 
the tax-exempt status of the interest thereon.  

APPROVAL OF LEGAL PROCEEDINGS 

Certain legal matters incidental to the authorization, issuance and sale of the Bonds are subject to 
the approving opinion of McGuireWoods LLP as bond counsel.  A complete copy of the proposed form 
of Bond Counsel opinion is attached as APPENDIX D hereto, and will be delivered with the issuance of 
the Bonds.  Bond Counsel undertakes no responsibility for the accuracy, completeness or fairness of this 
Limited Offering Memorandum.  Certain legal matters will be passed upon for the Borrower by 
McGuireWoods LLP, as special counsel to the Borrower, certain legal matters will be passed upon for the 
Issuer by its counsel, Bracewell & Giuliani LLP, and for the Placement Agents by their counsel, Katten 
Muchin Rosenman LLP. 
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FINANCIAL ADVISOR 

Community Development Associates, LLC (the “Financial Advisor”) has served as financial 
advisor to the Issuer for purposes of assisting with the issuance and sale of the Bonds.  The Financial 
Advisor has not been engaged by the Issuer to compile, create, or interpret any information in this 
Limited Offering Memorandum, including without limitation any financial and operating data, whether 
historical or projected.  Any information contained in this Limited Offering Memorandum has not been 
independently verified by the Financial Advisor and inclusion of such information is not, and should not 
be construed as, a representation by the Financial Advisor as to its accuracy or completeness or otherwise.  
No person, therefore, is entitled to rely upon the participation of the Financial Advisor as an implicit or 
explicit expression of opinion as to the completeness and accuracy of the information contained in this 
Limited Offering Memorandum.  The Financial Advisor, does not assume any responsibility for the 
information, covenants and representations contained in any of the legal documents with respect to the 
federal income tax status of the Bonds, or the possible impact of any present, pending or future actions 
taken by any legislative or judicial bodies. 

NO RATING 

THE BONDS ARE NOT RATED; NEITHER THE ISSUER NOR THE BORROWER HAS 
APPLIED TO ANY RATING SERVICE FOR A RATING OF THE BONDS. 

CONTINUING DISCLOSURE 

Borrower.  The Borrower will covenant for the benefit of the Holders and beneficial owners of 
the Bonds to provide certain information to the MSRB (i) not later than 120 days after the end of each 
fiscal year of the Borrower (currently December 31), beginning December 31, 2016, (ii) not later than 
60 days following the end of each fiscal quarter, beginning with the quarter ending March 31, 2016, and 
(iii) not later than 25 days after each month, beginning with the month ending January 31, 2016 and 
continuing through the commercial operation date.  The Borrower will covenant for the benefit of the 
Holders and beneficial owners of the Bonds to provide certain Project monthly operating data to the 
MSRB not later than 60 days after each fiscal quarter.  The Borrower will also covenant for the benefit of 
the Holders and beneficial owners of the Bonds to provide a management discussion and analysis with the 
annual financial information and operating data noted above and notice of the occurrence of certain 
enumerated events.  The specific nature of the undertaking by the Borrower is set forth in APPENDIX B – 

“FORM OF CONTINUING DISCLOSURE CERTIFICATE.” 

Issuer.  The Issuer has determined that no financial information or operating data concerning the 
Issuer is material to an evaluation of the offering of the Bonds or to any decision to purchase, hold or sell 
the Bonds and the Issuer will not provide any such information.  The Issuer shall have no liability to 
Holders or beneficial owners of the Bonds or any other person with respect to the continuing 
disclosure undertaking by the Borrower described above. 

MISCELLANEOUS 

The foregoing and subsequent summaries or descriptions of provisions of the Bonds, the Loan 
Agreement, the Indenture, the Depository Agreement, the Land Lease Agreement, the Deed of Trust, the 
Security Agreement, the Note and the Project Documents and all references to other materials not 
purporting to be quoted in full are only brief outlines of some of the provisions thereof and do not purport 
to summarize or describe all of the provisions thereof, and statements herein are qualified in their entirety 
by reference to said documents for full and complete statements of their provisions. 
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The Issuer has not participated in the preparation of this Limited Offering Memorandum and has 
not verified the accuracy of the information contained herein other than the information regarding the 
Issuer under the captions “THE ISSUER” and “LITIGATION – The Issuer.”  The Issuer’s approval of 
the delivery of this Limited Offering Memorandum does not create any implication that the Issuer has 
verified any of the information contained herein (other than the aforementioned information relating to 
the Issuer) and the Issuer makes no representation or warranty with respect to the information contained 
herein. 

 
 



 

 
 

The delivery of this Limited Offering Memorandum has been duly authorized by the Issuer and 
execution and delivery hereof has been approved by the Borrower. 

 APPROVED: 
  
 EWM P1, LLC 
  
 By:  /s/ J. Hubble Hausman___ 
 J. Hubble Hausman 
 President 
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Legal Notice to Third Parties 

Acceptance	of	this	report,	or	use	of	any	information	contained	in	this	report,	by	any	party	receiving	this	
report	(each	a	"Recipient")	shall	constitute	an	acknowledgement	and	acceptance	by	such	Recipient	of,	and	
agreement	by	such	Recipient	to	be	bound	by,	the	following:	

This	report	is	intended	for	review	by	EWM	P1,	LLC	(hereinafter	"Client").	

This	report	was	prepared	for	Client	by	Black	&	Veatch	and	is	based	on	information	not	within	the	control	of	
Black	&	Veatch.	In	preparing	this	report,	Black	&	Veatch	has	assumed	that	the	information,	both	verbal	and	
written,	provided	by	others	is	complete	and	correct;	however,	Black	&	Veatch	does	not	guarantee	the	
accuracy	of	the	information,	data,	or	opinions	contained	in	this	report	and	does	not	represent	or	warrant	that	
the	information	contained	in	this	report	is	sufficient	or	appropriate	for	any	purpose.	

This	report	should	not	be	construed	as	an	invitation	or	inducement	to	any	Recipient	or	other	party	to	engage	
or	otherwise	participate	in	the	proposed	or	any	other	transaction,	to	provide	any	financing,	or	to	make	any	
investment.	Recipient	acknowledges	and	agrees	that	it	is	not	reasonably	feasible	for	B&V	to	conduct	a	
comprehensive	investigation	and	make	definitive	determinations	for	the	compensation	provided	and	without	
thorough	verification	of	the	information	upon	which	the	Services	were	performed,	and	therefore	B&	V	can	
offer	no	guarantee	or	assurances	that	any	facts,	observations,	analysis,	projections,	opinions,	or	other	matters	
contained	in	the	report	will	be	more	accurate,	either	at	the	time	the	report	is	issued	or	at	any	other	time.	

Recipient	is	not	entitled	to	make	any	copies	of	any	portion	of	this	report,	use	extracts	therefrom	or	transmit	
any	part	thereof	to	any	other	party	in	any	form,	including	without	limitation	electronic	or	printed	media	of	
any	kind.	

TO	THE	FULLEST	EXTENT	PERMITTED	BY	LAW,	B&V'S	TOTAL	LIABILITY,	ON	A	CUMULATIVE	AND	
AGGREGATE	BASIS,	TO	CLIENT	AND	ALL	RECIPIENTS	AND	OTHER	PARTIES,	RESULTING	FROM	B&V'S	
ACTIONS	IN	RELATION	TO	THE	CREATION	AND	DISSEMINATION	OF	THIS	REPORT,	WILL	BE	LIMITED	TO	
THE	LESSER	OF	AMOUNT	OF	COMPENSATION	(EXCLUSIVE	OF	THE	REIMBURSEMENT	OF	COSTS	AND	
EXPENSES)	ACTUALLY	RECEIVED	BY	B&V	FROM	CLIENT	FOR	THE	CREATION	OF	THIS	REPORT	UNDER	THE	
IESA.	Recipient	hereby	waives	any	right	to	seek	or	collect	damages	in	excess	thereof	and	releases	B&V	from	
any	and	all	damages	or	losses	which,	if	required	to	be	paid	to	Recipient,	would	result	in	B&V	paying	total	
damages	to	any	and	all	parties,	including	Client	and	all	Recipients,	in	an	amount	that	would	exceed	the	limit	
set	forth	in	the	previous	sentence.	

The	exclusive	venue	for	any	claim,	cause	of	action,	legal	proceeding,	or	lawsuit	relating	to	this	report	shall	be	
the	state	and	federal	courts	located	in	New	York	City,	Borough	of	Manhattan,	State	of	New	York.	Recipient	and	
any	other	party	irrevocably	waive	each	argument,	objection,	defense,	assertion,	or	claim	that	venue	is	
improper	for	any	reason	in	the	state	and	federal	courts	in	New	York	City,	Borough	of	Manhattan,	State	of	New	
York	for	any	claim,	cause	of	action,	legal	proceeding,	or	lawsuit	brought	in	said	courts	or	that	such	claims	
have	been	brought	in	an	inconvenient	forum.	

The	above	terms	and	conditions	are	governed	by	and	shall	be	governed	by	and	construed	in	accordance	with	
the	laws	of	the	State	of	New	York,	without	giving	effect	to	the	conflicts	of	laws	principles	thereof	other	than	
Sections	5‐1401	and	5‐1402	of	the	General	Obligations	Law	of	the	State	of	New	York.	

IF	ANY	RECIPIENT	IS	NOT	WILLING	TO	ACKNOWLEDGE	AND	ACCEPT,	OR	AGREE	TO,	THE	TERMS	SET	
FORTH	ABOVE,	IT	MUST	RETURN	THIS	REPORT	TO	B&V	IMMEDIATELY	WITHOUT	MAKING	ANY	COPIES	
THEREOF,	EXTRACTS	THEREFROM	OR	USE	(INCLUDING	DISCLOSURE)	THEREOF.	A	RECIPIENT'S	FAILURE	
SO	TO	RETURN	THIS	REPORT	SHALL	CONSTITUTE	ITS	ACKNOWLEDGEMENT	AND	ACCEPTANCE	OF	AND	
AGREEMENT	TO	THE	TERMS	SET	FORTH	ABOVE.	
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1 Executive Summary 

 INTRODUCTION 1.1

Black	&	Veatch	Corporation	(Black	&	Veatch)	was	retained	by	EWM	P1,	LLC	(EWM	P1),	a	wholly	
owned	subsidiary	of	Enviro	Water	Minerals	Company,	Inc.	(EWM),	to	provide	independent	
engineering	due	diligence	services	to	support	the	private	placement	bond	financing	of	the	proposed	
El	Paso	Brine	Water	Treatment	Facility	(Project)	located	in	El	Paso,	TX.	The	Project	is	located	just	
west	of	the	site	of	the	Kay	Bailey	Hutchison	Desalination	Plant	(KBH	Desalination	Plant)	on	land	
leased	from	the	City	of	El	Paso	(City),	approximately	seven	miles	northeast	of	downtown	El	Paso	as	
shown	in	Figure	1‐1.	The	Project	is	owned	by	EWM	P1.		

	
Figure 1‐1 Project Site Location 

The	Project	uses	commercially	demonstrated	water	treatment	processes	and	equipment	in	a	
unique	configuration,	the	Minerals	Recovery	Process	(MRP),	to	produce	potable	water	and	chemical	
and	mineral	products.	The	brine	water	discharged	from	the	KBH	Desalination	Plant	will	first	be	
treated	to	generate	potable	water.	Waste	streams	from	the	potable	water	treatment	process	lead	
into	the	chemical	(hydrochloric	acid	and	caustic	soda)	treatment	processes	and	the	mineral	
(gypsum	and	magnesium	hydroxide)	treatment	processes.	Power	and	steam	for	the	potable	water	
treatment	process,	the	chemical	processes	and	the	mineral	processes	will	be	provided	from	a	
captive,	on‐site	cogeneration	power	island.	

EWM	is	the	developer	for	the	Project	and	is	sourcing	the	equipment	from	vendors	individually.	Key	
vendors	are	listed	in	Table	1‐1	below.	NorrisLeal,	PLLC	(NorrisLeal)	and	AECOM	(AECOM)	are	
providing	design	and	engineering	services	for	the	Project.	Key	equipment	suppliers	include	GE	
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Water	&	Process	Technologies	(GE)	for	the	water	treatment	membranes	and	chemical	treatment	
equipment,	WesTech,	Inc.	(WesTech)	for	the	mineral	treatment	equipment,	and	Solar	Turbines	
International	Company	(Solar	Turbines),	a	subsidiary	of	Caterpillar	Company,	for	the	power	
cogeneration	unit.	NorrisLeal	will	be	the	construction	manager	for	the	Project.	Procurement,	
construction	and	installation	of	the	Project	will	be	provided	by	subcontractors	to	be	hired	by	
NorrisLeal	on	behalf	of	EWM	P1.	

The	Project’s	feedstock	(brine	water)	will	be	supplied	via	a	Brine	Water	Treatment	Services	and	
Sale	Agreement	(BWTSSA)	with	the	El	Paso	Water	Utilities	–	Public	Service	Board	(EPWU)	executed	
on	May	13,	2015.	Under	the	BWTSSA,	EPWU	supplies	the	Project	with	its	feedstock:	the	brine	water	
from	its	KBH	Desalination	Plant.	EWM	has	signed	distribution	agreements	for	the	two	primary	
chemical	products,	hydrochloric	acid	(HCl)	and	caustic	soda	(NaOH),	for	100	percent	of	the	
Project’s	production	for	10‐year	and	five‐year	terms,	respectively.	EWM	has	also	signed	a	letter	of	
intent	for	offtake	of	its	gypsum	mineral	product	through	a	distributor.	EWM	intends	to	find	a	
distributor	for	the	magnesium	hydroxide	produced	from	the	Project	as	well,	and	anticipates	selling	
to	local	users	at	spot	market	prices,	or	to	customers	outside	of	the	immediate	area	if	needed.	The	
operations	and	maintenance	of	the	Project	will	be	performed	by	Veolia	North	America	Operating	
Services,	LLC	(Veolia	North	America)	per	the	Operations,	Maintenance	and	Management	Agreement	
(O&M	Agreement).	Management	services	for	the	Project’s	operation	will	be	provided	by	Enviro	
Water	Minerals	Company,	Inc	(EWMC)	as	manager.	

Power	for	the	Project	will	be	supplied	via	an	onsite	6	MW	natural	gas‐fired	cogeneration	plant.	
Backup	power	for	critical	needs	will	be	provided	with	natural	gas‐fired	emergency	generators.	The	
Project	will	not	be	interconnected	to	the	local	electric	grid.	EWM	P1	will	enter	into	a	fuel	transport	
agreement	with	El	Paso	Natural	Gas	Company,	LLC	(EPNG),	a	subsidiary	of	Kinder	Morgan,	for	
connection	to	and	transport	of	natural	gas	on	its	nearby	12”	interstate	pipeline	(Line	No.	1142).	The	
natural	gas	tie‐in	point	will	be	at	the	site	boundary.	Fuel	metering	will	be	provided	via	a	natural	gas	
interconnection	agreement	to	be	executed	between	EWM	P1	and	EPNG.	EWM	P1	will	purchase	fuel	
on	the	spot	market,	and	intends	to	enter	commercial	arrangements	with	an	energy	manager	for	
such	purchase	at	an	appropriate	time	in	the	project.	EWM	will	produce	industrial	water	for	its	
process	needs	through	its	minerals	recovery	process	and	purchase	the	potable	water	needed	for	
the	Project	operation	from	EPWU	under	municipal	rates.	

Table	1‐1	summarizes	the	key	participants	in	the	Project.	

Table 1‐1 Summary of Project Participants  

PARTICIPANT TYPE  PARTICIPANT NAME

Owner/Developer  EWM P1

Engineering Services  AECOM

NorrisLeal 

Major Equipment Suppliers  GE 

WesTech 

Solar Turbines 

Construction Manager  NorrisLeal

Brine Water Supply  EPWU 

Fuel Transportation  EPNG 
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PARTICIPANT TYPE  PARTICIPANT NAME

Operator  Veolia North America

 SCOPE OF WORK 1.2

In	conducting	this	Independent	Engineering	due	diligence	review,	Black	&	Veatch:	

 Reviewed	the	Project	site,	including	a	preliminary	site	equipment	layout,	surrounding	property	
and	land	use.	

 Reviewed	the	Project	design	and	major	equipment	as	provided	in	the	MRP	and	the	quote	book.	

 Reviewed	process	drawings,	calculations,	pilot	test	and	simulation	results	for	the	Project,	and	
demonstration	of	the	process	capabilities	and	commercial	operating	experience	with	the	process	
units	under	similar	conditions	as	the	Project,	in	order	to	comment	on	the	capability	of	the	process	
to	achieve	stable	performance	and	produce	the	desired	products,	and	assess	the	design	for	
capacity	size,	pressure	requirements,	throughput	and	output.	

 Reviewed	EWM’s	plans	and/or	agreements	for	engineering,	procurement	and	construction,	
equipment	supply,	and	operations	and	management.	

 Reviewed	the	offtake	agreements	and	other	revenue	assumptions	for	the	Project.	

 Reviewed	the	chemical	market	consultant	(ICIS)	report	on	price	forecasts	and	supply	and	
demand	characteristics	for	hydrochloric	acid	and	caustic	markets.	

 Reviewed	data	on	EPWU’s	KBH	Desalination	Plant	and	water	supply	portfolio.	

 Conducted	a	general	environmental	compliance	assessment	of	the	Project,	including	review	of	
licenses,	permits,	and	other	available	environmental	documentation.	

 Reviewed	the	Financial	Model	for	the	Project.		

In	addition,	(1)	Black	&	Veatch	posed	questions	to	EWM	and	others	that	Black	&	Veatch,	in	its	sole	
judgment,	chose	to	ask	about	the	Project;	(2)	reviewed	certain	technical	reports	prepared	by	others	
as	identified	in	this	report;	and	(3)	reviewed	environmental	site	assessment	reports	describing	
potential	site	contamination.	The	conclusions	and	findings	that	resulted	from	this	review	are	
summarized	in	this	report	(Report).		

The	Report	was	prepared	in	accordance	with	the	Independent	Engineering	Services	Agreement	
between	EWM	P1,	LLC,	and	Black	&	Veatch	Corporation	dated	June	29,	2015	and	Exhibit	A	dated	
effective	June	29,	2015	(collectively,	the	Independent	Engineering	Services	Agreement	or	IESA),	
and	the	information	contained	herein	was	developed	based	on	the	needs	of	EWM	P1	as	set	forth	in	
the	IESA,	and	the	direction	provided	by	EWM	P1	through	the	course	of	the	review.	The	level	of	
information	included	in	the	Report	reflects	the	knowledge	of	issues	gained	by	Black	&	Veatch	
during	the	course	of	the	review.	The	Report	does	not	purport	to	be	all‐inclusive	or	to	contain	all	the	
information	that	a	prospective	participant	may	consider	material	or	desirable	in	making	a	decision	
to	participate	in	any	transaction	regarding	the	Project.	Each	prospective	participant	should	take	
such	steps	as	it	deems	necessary	to	assure	that	it	has	the	information	it	considers	material	or	
desirable	in	making	its	decision	to	participate	in	the	transaction	and	should	perform	its	own	
independent	investigation	and	analysis	of	the	Project.	The	Report	was	prepared	with	respect	to	the	
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private	placement	bond	financing	of	the	Project,	and	is	solely	for	use	of	EWM	P1,	and	should	not	be	
relied	upon	by	any	other	party	or	for	any	other	purpose	except	in	accordance	with	the	IESA.	

Certain	statements	in	this	Report	constitute	forward	looking	statements.	The	achievement	of	
certain	events,	results	or	performance	contained	in	such	forward	looking	statements	involve	
known	and	unknown	risks	and	uncertainties	that	may	cause	actual	events,	results	or	performance	
to	be	materially	different	from	that	implied	by	the	forward	looking	statements.	Black	&	Veatch	does	
not	plan	to	update	or	revise	any	forward	looking	statements	when	such	events,	results	or	
performance	actually	occur.	

 APPROACH AND METHODOLOGY  1.3

The	Black	&	Veatch	team,	consisting	of	professionals	in	project	management,	financial	analysis,	and	
engineering,	reviewed	Project	documents	provided	by	EWM	in	an	electronic	data	room,	and	EWM’s	
responses	to	questions	posed	by	Black	&	Veatch	through	a	question	and	answer	log.		

During	the	due	diligence	of	the	Project,	Black	&	Veatch	used	and	relied	on	certain	information	
provided	by	representatives	of	EWM.	Black	&	Veatch	believes	use	of	the	information	provided	is	
reasonable	for	the	purposes	of	the	Report.	Black	&	Veatch	has	not	been	requested	to	make	an	
independent	analysis,	to	verify	the	information	provided,	or	to	render	an	independent	judgment	of	
the	validity	of	the	information	provided	by	others.	Because	of	this,	Black	&	Veatch	cannot,	and	does	
not,	guarantee	the	accuracy	of	such	third‐party	information	and	data.	

 PRINCIPAL ASSUMPTIONS  1.4

In	preparing	the	Report	and	the	opinions	presented	herein,	Black	&	Veatch	has	made	certain	
assumptions	with	respect	to	conditions	that	may	exist,	or	events	that	may	occur	in	the	future.	Black	
&	Veatch	believes	that	the	use	of	this	information	and	assumptions	is	reasonable	for	purposes	of	
the	Report.	However,	some	events	may	occur	or	circumstances	change	that	cannot	be	foreseen	or	
controlled	by	Black	&	Veatch	and	that	may	render	these	assumptions	incorrect.	To	the	extent	the	
actual	future	conditions	differ	from	those	assumed	herein	or	provided	to	Black	&	Veatch	by	others,	
the	actual	results	will	differ	from	those	that	have	been	forecast	in	the	Report.	The	Report	
summarizes	Black	&	Veatch’s	technical	due	diligence	of	the	Project.	

Throughout	the	Report,	Black	&	Veatch	has	stated	assumptions	and	reported	information	provided	
by	others,	all	of	which	were	relied	upon	in	the	development	of	the	conclusions	of	the	Report.	The	
following	is	a	summary	of	principal	considerations	and	assumptions	made	in	developing	the	
opinions	expressed	herein.	Black	&	Veatch	assumes	that:	

 The	characteristics	of	the	brine	water	feedstock	as	described	by	EPWU’s	data	will	continue	to	be	
available	at	the	Project	site	throughout	the	Project’s	operating	life.		

 All	contracts,	agreements,	rules,	and	regulations	will	be	fully	enforceable	in	accordance	with	their	
respective	terms	and	that	all	parties	will	comply	with	the	provisions	of	their	respective	
agreements.	

 Final	executed	agreements	between	EWM	P1	and	its	suppliers	and	contractors	for	the	Project,	
will	be	materially	identical	to	any	master	or	draft	agreements	reviewed	as	described	in	the	
Report.	

 If	properly	installed,	maintained	and	operated,	it	is	feasible	for	the	equipment	to	achieve	
minimum	performance	guarantees	given	in	the	manufacturers’	warranties.	
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 The	finalized	MRP	and	equipment	designs	will	not	impact	the	ability	of	the	Project	to	operate	as	
reviewed	in	this	Report	and	anticipated	in	the	Financial	Model.	

 EWM	P1,	NorrisLeal	and	subcontractors	will	take	into	account	the	recommendations	made	in	the	
Project’s	geotechnical	report	with	respect	to	site	preparation,	foundations	and	earthwork	during	
the	design	and	construction	of	the	Project.	

 EWM	P1	and	NorrisLeal	will	continue	to	finalize	engineering	design	requirements	in	accordance	
with	the	schedules	provided.		

 Project	will	not	be	subject	to	unanticipated	events	such	as	equipment	and	material	delays,	labor	
disputes	or	strikes,	unusually	adverse	weather	conditions,	force	majeure	events,	the	untimely	
failure	of	major	equipment	components,	or	other	abnormal	events	that	are	prejudicial	to	normal	
construction,	installation,	commissioning,	or	start‐up.	

 Project	will	be	operated	and	maintained	in	accordance	with	accepted	industry	practices,	with	
required	renewals	and	replacements	made	in	a	timely	manner,	spare	parts	inventory	will	be	
maintained	in	accordance	with	the	equipment	manufacturer’s	recommendations,	and	the	
equipment	will	not	be	operated	in	a	manner	to	cause	it	to	deviate	from	the	equipment	
manufacturer’s	recommendations.	

 EWM	P1	will	maintain	active	tracking,	scheduling,	and	implementation	of	all	Project	
requirements	associated	with	the	use	permit	and	additional	local	and	state	approvals.	

 All	licenses,	permits	and	approvals,	and	permit	modifications	(if	necessary)	have	been	obtained	
or	are	being	obtained,	and	will	be	renewed,	on	a	timely	basis,	and	all	participants	are	complying	
with	the	requirements	and	recommendations	contained	within	the	applicable	licenses	and	
permits.	

 SUMMARY OF CONCLUSIONS AND FINDINGS 1.5

Based	on	our	review	and	analyses	described	in	this	Report,	Black	&	Veatch	is	of	the	opinion	that:		

 Feedstock 1.5.1

 The	KBH	Desalination	Plant	has	historically	produced	concentrate	output	that	is	consistent	with	
total	dissolved	solids	concentrations	to	be	the	feedstock	for	the	Project’s	designed	process	flow	to	
create	the	chemical	and	mineral	products.		

 Treatment Process 1.5.2

 Although	MRP	is	a	new	concept,	the	technologies	used	in	the	process	are	established	technologies	
with	a	history	of	proven	performance.		

 Based	on	the	tests	conducted,	the	equipment	vendor	guarantees,	the	mass	balance	calculations,	
and	the	computer	simulations,	the	MRP	appears	to	be	capable	of	producing	the	products	
discussed	herein	in	the	quantities	and	qualities	envisioned	for	the	Project.		

 Water Treatment Equipment 1.5.3

 Black	&	Veatch	reviewed	the	water	treatment	equipment	and	found	it	to	be	adequately	sized	for	
the	intended	purposes.	
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 Energy and Steam Production Equipment and Design 1.5.4

 Black	&	Veatch	reviewed	the	energy	and	steam	production	equipment	and	found	the	equipment	
to	be	adequately	sized	for	the	intended	purposes.		Black	&	Veatch	notes	that	the	emergency	
generators	and	auxiliary	boiler	are	not	large	enough	to	meet	the	process	requirements	of	the	
Project.		Any	forced	outage	of	the	combustion	turbine,	while	anticipated	to	be	infrequent,	will	
cause	an	outage	of	the	process	facility.	Black	&	Veatch	notes	that	the	Financial	Model	does	not	
explicitly	include	forced	outage	rate	assumptions	for	the	energy	and	steam	production	
equipment,	but	does	include	an	allowance	in	the	Guaranteed	Case	and	Expected	Case	for	two	
weeks	of	downtime,	and	further	in	the	Guaranteed	Case	for	two	weeks	of	reduced	operation.		

 Engineering, Procurement and Construction 1.5.5

 The	overall	construction	duration	of	the	Project,	12	months	from	commencement	of	on‐site	
construction	through	the	completion	of	the	initial	performance	tests,	is	achievable	using	
generally	accepted	project	and	construction	management	practices.	However,	Black	&	Veatch	
notes	that	the	NF	membrane,	CTG	and	HRSG	equipment	supply	proposals	do	not	include	
provisions	for	delay	liquidated	damages.	EWM	indicated	that	it	intends	to	negotiate	for	liquidated	
damages	provisions	for	the	CTG	and	HRSG	equipment	supply.	Per	NorrisLeal,	the	NF	membranes	
have	a	few	weeks	of	float	in	the	schedule	between	delivery	and	installation,	and	therefore,	it	can	
accept	a	few	weeks	of	potential	delay	in	the	NF	membrane	delivery.	

 The	engineering	approach	and	agreements,	equipment	supply	binding	proposals,	construction	
services	agreements	and	binding	proposals,	and	Construction	Management	Agreement	provide	
the	key	equipment,	materials	and	services	required	for	the	construction	of	the	Project	in	a	
manner	that	is	consistent	with	the	BWTSSA	and	distribution	offtake	agreements.	

 As	the	major	equipment	for	the	Project	is	to	be	procured	by	EWM	P1,	there	is	no	overall	
performance	guarantee	for	the	Project.	The	Project	relies	on	a	combination	of	performance	
testing	and	guarantees	from	the	EDR,	EDBM,	mineral	settlers,	CTG,	and	HRSG.		While	the	
individual	equipment	performance	guarantees	appear	to	be	appropriate,	EWM	P1	remains	
responsible	for	the	overall	performance	of	the	integrated	systems.	

 Commercial Operation 1.5.6

 All	of	the	primary	contracts	required	for	the	operation	and	maintenance	of	the	Project	are	in	
place	or	in	draft	form.	The	scope	of	work	defined	in	the	aggregate	of	the	BWTSSA	(executed),	
O&M	Agreement	(executed),	Fuel	Transportation	Agreement	(executed),	Natural	Gas	
Interconnection	Agreement,	Energy	Management	Agreement,	Management	Services	Agreement	
(executed),	and	Lease	Agreement	(executed)	provide	the	commodities	and	services	required	for	
the	operation	and	maintenance	of	the	Project	in	accordance	with	the	assumptions	of	the	Financial	
Model.		

 The	contracts	required	for	the	sales	of	the	primary	products	from	the	Project	are	in	place.	The	
BWTSSA,	HCl	Sales	Agreement,	and	Caustic	Soda	Distributor	Agreement,	are	executed	and	
provide	for	the	majority	of	the	Project’s	revenues	(approximately	95	percent	in	the	first	12	
months)	from	water,	hydrochloric	acid	and	caustic	soda	sales	and	distribution,	in	accordance	
with	the	revenue	assumptions	of	the	Financial	Model.	EWM	P1	also	has	a	letter	of	intent	to	
execute	a	distribution	agreement	for	its	gypsum	product.	
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 Based	on	the	market	supply	and	demand	information	provided	by	ICIS	in	the	“HCl	&	Caustic	Soda	
Price	Forecast	&	Supply	Demand”	report,	Black	&	Veatch	believes	it	is	reasonable	to	expect	that	
the	distributors	for	EWM’s	caustic	soda	and	hydrochloric	acid	products	will	be	able	to	find	end	
users	for	these	products.		

 Environmental 1.5.7

 The	Project	received	the	major	state	and	local	approvals	required	to	start	construction	and	
operate	the	Project.	The	Project	is	on	track	to	receive	remaining	approvals	which	appear	to	be	
minor	or	routine/ministerial,	including	items	contingent	on	final	design	details.		Black	&	Veatch	
has	not	identified	any	issues	of	note	that	would	appear	to	delay	any	final	remaining	approvals	
needed	for	construction	or	operation	of	the	Project.	

 Financial Model 1.5.8

 The	technical,	capital	cost	and	operating	expense	assumptions	of	the	Financial	Model	are	
generally	reasonable	and	consistent	with	major	agreements	and	contracts	as	reviewed	in	the	
Report.	

 The	construction	contingency	assumption	of	$6.0	million	in	the	Financial	Model	appears	to	be	
adequate	for	the	Project.	

 The	duration	of	the	bond	capitalized	construction	interest	period	provided	in	the	Financial	Model	
exceeds	the	scheduled	construction	period.			

 Under	the	Guaranteed	Case,	the	Project	is	estimated	to	have	a	minimum	debt	service	coverage	
ratio	of	1.99.	Under	the	Expected	Case,	the	Project	is	estimated	to	have	a	minimum	debt	service	
coverage	ratio	of	2.2.	

 None	of	the	observed	stress	cases	reduced	the	expected	debt	service	coverage	ratio	below	1.0	for	
any	given	year.	The	Combined	sensitivity	had	the	lowest	minimum	debt	service	coverage,	with	
the	first	year	of	operation	debt	service	coverage	ratio	at	1.22.		
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2 Project Participants  
The	Project	will	be	developed	and	owned	by	EWM	P1,	a	subsidiary	of	EWM.		The	Project	will	
receive	brine	water	feedstock	from	EPWU’s	KBH	Desalination	Plant	located	in	El	Paso,	Texas.		The	
EWM	P1	Project	equipment	will	be	located	adjacent	to	the	KBH	Desalination	Plant,	on	property	
leased	from	the	City.		NorrisLeal	and	AECOM	have	performed	the	preliminary	engineering	for	the	
Project	development,	and	NorrisLeal	will	provide	some	detailed	engineering	and	installation	
services	for	the	Project.		NorrisLeal	has	been	identified	as	the	construction	manager	for	the	Project.	
Key	equipment	suppliers	for	the	Project	include	GE	and	WesTech	for	water	treatment	equipment	
and	Solar	Turbines	for	the	power	cogeneration	unit.	

 EWM 2.1
Enviro	Water	Minerals	Company,	Inc.	(EWM)	is	a	based	in	Houston,	TX,	and	incorporated	in	2013.	
EWM	has	developed	a	unique,	patent	pending	process	based	on	existing	water	treatment	
technologies	that	recovers	chemicals,	minerals	and	potable	water	from	waste	brine	water	
discharge.	EWM’s	treatment	concept	was	developed	by	its	Chief	Technology	Officer,	Paul	Wallace.	
Mr.	Wallace	has	more	than	30	years’	experience	in	research,	technology	innovation,	project	
management	and	business	development	roles.	He	has	over	50	patents	to	his	credit.	In	his	
experience,	Mr.	Wallace	has	worked	with	large	and	established	process	technology	firms	including	
GE,	Texaco,	and	Chevron,	where	he	served	in	a	variety	of	roles	including	developing	and	designing	
major	energy,	water	and	treatment	projects.	He	has	also	been	a	key	technical	player	for	smaller	
technology	companies.		

 NORRISLEAL 2.2
NorrisLeal,	PLLC	(NorrisLeal)	is	a	Texas‐based	engineering,	construction	management	and	design‐
build	corporation.	NorrisLeal	specializes	in	brackish	groundwater	desalination	projects.	NorrisLeal	
evolved	from	NRS	Consulting	Engineers,	which	was	founded	in	1988.	Since	inception,	NorrisLeal	
reported	that	it	has	managed	700	projects	for	municipalities,	water	utilities,	water	supply	
corporations,	irrigation	districts,	drainage	districts,	and	regional	water	authorities	worth	$300	
million.	NorrisLeal	has	used	membrane	treatment	in	its	projects	for	impaired	water	sources	since	
1989.	As	of	August	2015,	NorrisLeal	has	completed	development,	design,	and	construction	
management	for	seven	brackish	desalination	facilities	in	Texas,	as	summarized	in	Table	2‐1.		

Table 2‐1 Summary of NorrisLeal Historical Projects 

PROJECTS   YEAR  
COMPLETE  

RAW WATER 
QUALITY  
(MG/L TDS) 1 

PRODUCTION 
CAPACITY (MGD) 2 

Valley MUD  1999   3,200  0.25 

La Sara  2004   2,700  1.25 

Southmost  2005   3,500  7.50 

North Cameron  2007   3,800  2.25 

Owassa   2008   2,400  3.50 

Doolittle   2009   3,700  3.50 

Donna  2011   3,200  2.50 
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PROJECTS   YEAR  
COMPLETE  

RAW WATER 
QUALITY  
(MG/L TDS) 1 

PRODUCTION 
CAPACITY (MGD) 2 

1 Milligrams per liter (mg/L) total dissolved solids (TDS)
2 Million gallons per day (mgd) 

 AECOM 2.3
AECOM	(AECOM)	is	a	publicly	held	company	(NYSE:	ACM),	and	provides	such	services	such	as	
multi‐disciplinary	environmental	services,	engineering	and	design	services,	procurement	services	
as	well	as	construction,	maintenance	and	demolition	and	decommissioning	services.	AECOM	was	
launched	in	1990	and	is	headquartered	in	Los	Angeles,	California.	AECOM	acquired	URS	
Corporation	in	2014,	which	expanded	its	engineering,	procurement	and	construction,	water	
processes,	infrastructure,	industrial,	chemical	processes,	and	oil	and	gas	capabilities.	As	of	2015,	
AECOM	has	85,000	employees	globally	in	150	countries	and	reports	annual	revenues	of	$20	billion.	
Over	the	last	50	years,	AECOM	has	completed	over	75,000	projects.	Table	2‐2	summarizes	key	
relevant	projects	from	AECOM’s	historical	experience.	

Table 2‐2 Highlights of AECOM Experience 

CLIENT: PROJECT  DESCRIPTION

Chevron Chemical: Boiler 
Feedwater/Treated Water 
Upgrades 

Developed  preliminary,  front‐end  loading,  detailed  design,  and  construction 

support engineering services for upgrading the facility. Treated water production 

rate was increased from 430 gpm – 920 gpm. 

Witco Chemical: Waste 
Treatment 
System Study 
 

Performed  a  process  design  for  improvements  to  waste  treatment  system. 

Treatment  processes  included waste  equalization  and  neutralization, API,  CPI, 

rope and belt skimmer separation of oil and water, sludge dewatering, polymer 

flocculation, DAF separation and chemical and atmospheric oxidation. 

BASF: Surfactants, 
Intermediates 
 

Provided front end engineering services to expand the Geismar Surfactants Plant 

production  by  120  Mlbs/yr  via  a  batch  process.  The  production  increase 

evaluations considered the  installation of two new 15,000 gallon reactor trains. 

The products considerations  included ethylene oxide  (EO) and propylene oxide 

(PO) based unfiltered products. 

Borden Chemicals: 
Acetylene Product 
Compression 

Provided all phases of engineering and design/drafting for the 
installation  of  a  new  acetylene  compressor  station  complete with  all  auxiliary 

equipment and plant tie‐ins. 

Dow: Ethylene Purification 

Unit 

Prepared a multidisciplinary construction package of 300 drawings. The package 

consisted  of  installation  drawings,  equipment  procurement  specifications  and 

construction.  The  facilities  included  catalytic  reactors  operating  at  high 

temperature, filters, heat exchangers, coolers and a hydrogen system. 

 VEOLIA 2.4
Veolia	Environnement	(Veolia)	is	a	multinational	company	that	primarily	provides	operational	
services	for	water,	waste,	energy,	and	transport	sectors.		Veolia	was	founded	in	1853,	under	the	
name	Compagnie	Generale	des	Eauz,	with	water	services	at	the	core	of	the	company’s	early	
business.		Veolia	is	publically	listed	on	Paris	Euronext	(VIE)	and	reported	revenues	of	$29.6	billion	
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in	2014.	Veolia	is	headquartered	in	Paris,	France.	Veolia	North	America	Operating	Services,	LLC	
(Veolia	North	America),	the	contracted	operator	for	the	Project,	is	a	wholly	owned	subsidiary	of	
Veolia.	Veolia’s	water	group	provides	technologies	and	services	to	the	water	and	wastewater	
industries	around	the	world,	with	a	presence	in	67	countries.		Veolia’s	water	services	include	
contracted	operation,	project	delivery,	and	asset	management	for	public	and	private	water	and	
wastewater	facilities.		Veolia	and	its	subsidiaries	perform	contracted	operations	for	over	415	
treatment	facilities	in	North	America,	treating	2.58	billion	gallons	of	water	and	wastewater	per	day	
and	processing	293,000	dry	tons	of	biosolids	per	year.			

 GE 2.5
GE	Water	&	Process	Technologies	(GE)	is	a	global	provider	of	water,	wastewater,	desalination	and	
process	systems.	GE	is	headquartered	in	Trevose,	Pennsylvania	with	over	6,500	people	employed	
worldwide.	Since	1999,	GE	has	acquired	several	companies	like	Glegg	Water	Conditioning,	
BetzDearborn,	Osmonics	Inc.,	ZENON	Environmental,	Ionics	to	expand	and	augment	its	offerings.	
GE’s	core	competencies	include	reverse	osmosis,	nanofiltration,	ultrafiltration	and	microfiltration	
membrane	systems	for	removing	suspended	and	dissolved	solids	from	fresh	water,	waste	water	
and	sea	water,	or	to	separate	and	concentrate	product,	improving	yield	and	quantity.	GE	also	
provides	electrodeionization	(EDI),	electrodialysis	(ED),	electrodialysis	reversal	(EDR),	bipolar	
electrodialysis	(BPED),	water	treatment	chemicals	and	application	engineering	for	raw	and	
wastewater	clarification.		

GE’s	water	reuse	technology	is	used	in	130	countries	which	enables	production	of	6.7	million	liters	
of	potable	water	daily	and	reuse	of	3.8	million	liters	of	water	daily.	Table	2‐3	summarizes	the	
applications	of	GE’s	technologies.	

Table 2‐3 GE Water Reuse Experience Summary 

GE TECHNOLOGY 
USED 

COUNTRY OF 
INSTALLATION 

APPLICATION

Membrane 
Technology 

Kuwait  Recycles 375 million liters of wastewater daily for irrigation 

ZeeWeed membrane 
technology  

Singapore  Turns wastewater into ultrapure “NEWater” for the electronics 
industry 

ZeeWeed membrane 
technology 

Russia  Helps an oil refinery to reuse more than 95 percent of its water

Electrodialysis 
reversal (EDR) 

Spain  Converts raw wastewater into quality drinking water for 20% of 
Barcelona’s metropolitan area. 

Advanced cooling 
and chemical 
technology 

Thailand  A natural gas development platform  in the Gulf of Thailand, operated 
by Carigali‐PTTEPI Operating Company Sdn. Bhd. (CPOC), has saved $52 
million  per  year  and  significantly  reduced water  usage  and  chemical 
consumption  with  help  from  GE's  advanced  cooling  and  chemical 
treatment  technology.  GE  helped  CPOC  reduce  its  chemical 
consumption by 9.5 tons and decrease shutdown time and production 
loss. 

Seawater sulfate 
removal (SWSR) 
Membrane 
Technology 

Houston, USA  Removes  Seawater  Sulfate  from  Injection  Water  for  Offshore  Oil 
Production. SWSR  is an advancement of GE's DK  series nanofiltration 
membrane  and  provides  a  high  transmission  of  sodium  chloride  into 
the permeate water to minimize operating pressures. 
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GE TECHNOLOGY 
USED 

COUNTRY OF 
INSTALLATION 

APPLICATION

Advanced RePAK 
water reuse 
technology 

Pennsylvania, 
USA 

Covanta’s  Delaware Valley  energy‐from‐waste  facility  in  Chester, 
Pennsylvania,  has  saved  1.3 million  gallons  a  day  (MGD)  from  local 
water  supplies  by  installing  GE’s  advanced  RePAK  water  reuse 
technology  in  the power plant’s cooling  tower. GE’s RePAK combined 
treatment system offers critical advantages by reducing the equipment 
footprint  up  to  35  percent  as  compared  to  separate  UF  and  RO 
systems. 

 WESTECH 2.6
WesTech,	Inc.	(WesTech)	is	an	employee‐owned	company	founded	in	1972,	which	provides	
engineering	solutions	and	manufactures	liquid/solids	separation	equipment	for	the	industrial,	
municipal,	and	minerals	industries.	It	is	based	in	Salt	Lake	City,	Utah.	WesTech	equipment	is	used	in	
the	areas	of	surface	waters,	groundwater,	water	reuse,	drinking	water,	wastewater	treatment,	
industrial	and	minerals	processes.	WesTech	mainly	uses	sedimentation,	filtration,	and	system	
technologies	for	liquid/solids	separation	applications.	Table	2‐4	summarizes	some	experience	of	
WesTech	from	the	last	two	years.	

Table 2‐4 Highlights of WesTech Experience 

PROJECT NAME  YEAR  DESCRIPTION

22.5 mgd Central Water 

Reclamation Facility in 

Cantonment, FL 

2013  Provided a four five‐stage 7.2 mgd OxyStream treatment trains 

and clarifier optimization packages with automated dissolved 

oxygen control 

Water treatment plant, Eastern 

Band of Cherokee Indians (EBCI)  

2013  Tackling High influent Turbidity‐WesTech provided three 

pretreatment units working in parallel prior to the three packaged 

treatment units, the modular units provided enhanced plant flow 

capability. The pretreatment units could operate as low as 50 

percent of nominal capacity, owing for reduced upflow rates when 

the plant is operating below maximum capacity. For example, 

when operating at 3 MGD, the three pretreatment units are 

operating at half capacity (2.5 gpm/ft2), allowing for better 

clarification and more time for solids settling to occur. At a plant 

flow of 6 MGD, loading rates are 5 gpm/ft2 in the pretreatment 

units 

Surface water treatment plant, 

Northern Village of Île‐à‐la‐

Crosse, Saskatchewan, Canada 

2014  WesTech’s Trident HS package treatment system consisting of 

two‐stage clarification and mixed media filtration in a single tank 

configuration helped handling the high Total organic carbon (TOC) 

and be able to operate consistently with the low raw water 

temperature 

 SOLAR TURBINES 2.7
Solar	Turbines	Incorporated	(Solar	Turbines)	is	a	subsidiary	of	Caterpillar	Inc.,	manufactures	
industrial	gas	turbines	and	has	delivered	over	15,000	units	that	have	over	two	billion	operating	
hours	in	over	100	countries.		Solar	Turbines	is	headquartered	in	San	Diego,	California	and	sells	its	
products	at	over	43	worldwide	locations,	with	85	percent	of	its	physical	assets	located	in	United	
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States.	Solar	Turbines	exports	more	than	70	percent	of	its	products	and	is	one	of	the	50	largest	
exporters	in	the	United	States.	

Solar	Turbines’	products	include	gas	turbine	engines	(rated	1,500‐30,000	HP),	gas	compressors,	gas	
turbine‐powered	compressor	sets,	mechanical‐drive	packages	and	generator	sets	(ranging	from	1‐
22	MW).	Solar	Turbine’s	products	are	used	in	oil,	natural	gas	and	power	generation	projects.	Solar	
Turbines	offers	repair	service	packages	for	gas	turbine	and	gas	compressor	overhaul,	parts	
replacement,	field	service,	package	refurbishment,	and	asset	management.	
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3 Project Overview 
The	Project,	which	is	being	developed	by	EWM,	is	designed	to	take	brine	wastewater	output	from	
the	adjacent	KBH	Desalination	Plant	and	raw	brackish	water	from	EPWU’s	nearby	wells	as	inputs	to	
its	treatment	processes.	These	processes	produce	potable	water,	hydrochloric	acid,	caustic	soda,	
gypsum,	and	magnesium	hydroxide	products.		

The	Project	uses	commercially	demonstrated	water	treatment	processes	and	equipment	in	a	
unique	configuration	to	produce	these	products.	The	equipment	used	in	the	proprietary	EWM	
treatment	system	are	well	proven	through	decades	of	use	in	industrial	and	potable	water	treatment	
applications.	Although	the	individual	processes	are	proven,	the	EWM	treatment	system	represents	
the	first	time	these	processes	will	be	applied	in	the	proposed	configuration	and	the	first	time	they	
will	be	applied	with	the	objective	of	treating	reverse	osmosis	(RO)	concentrate	to	produce	potable	
water,	chemicals,	and	minerals.		

The	Project’s	ability	to	produce	an	additional	stream	of	potable	water	from	the	KBH	Desalination	
Plant’s	brine	water	discharge	is	important	to	augment	EPWU’s	water	supply,	as	further	described	in	
Section	4.1.	The	brine	water	discharge	and	raw	brackish	water	will	first	be	treated	to	generate	
potable	water	using	nanofiltration	(NF)	membranes	and	electrodialysis	reversal	(EDR).	The	
characteristics	of	the	feedstock	from	the	KBH	Desalination	Plant	are	discussed	in	Section	4.2,	and	
the	potable	water	treatment	train	is	discussed	in	Section	5.2.	Waste	streams	from	the	potable	water	
treatment	process	then	lead	into	the	chemical	(hydrochloric	acid	and	caustic	soda)	treatment	
processes	and	the	mineral	(gypsum	and	magnesium	hydroxide)	treatment	processes,	which	are	
summarized	in	Sections	5.3	through	5.4.	The	industrial	water	treatment	train	that	will	provide	
makeup	water	for	the	Project	is	described	in	Section	5.5.	The	specifications	of	the	products	from	the	
Project	are	summarized	in	Section	5.6.	

Information	on	the	engineering	and	design	of	the	processes	and	equipment	to	execute	EWM’s	
treatment	system	are	provided	in	Section	6,	and	the	contractual	framework	for	engineering,	
procurement	and	construction,	as	well	as	the	Project	schedule,	are	summarized	in	Section	7.	

Section	8	provides	an	overview	of	the	Project’s	plan	and	contracts	for	commercial	operation,	
including	offtake	and	distribution	agreements	for	its	various	products	and	contracts	for	its	brine	
water	feedstock	and	natural	gas	supply.	A	summary	of	the	Project’s	environmental	compliance	and	
permitting	is	provided	in	Section	9.	Finally,	Section	10	provides	an	analysis	of	the	technical	
assumptions	from	the	Project’s	financial	model.	
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4 Feedstock Review  

 EPWU WATER SUPPLY OVERVIEW 4.1
EPWU’s	service	area	is	the	City	and	surrounding	areas,	which	are	characterized	by	a	desert	climate.	
EPWU	supplies	about	90	percent	of	all	municipal	water	in	El	Paso	County.	Its	water	supply	portfolio	
is	composed	of	a	combination	of	water	from	the	Rio	Grande	River,	two	underground	aquifers,	
combined	with	recycled	cleaned	water	from	its	wastewater	treatment	plants.	EPWU	has	a	total	
available	water	capacity	of	about	131,000	acre‐feet/year	(AF/year).	(1000	AF/year	is	equal	to	0.89	
million	gallons	per	day,	or	mgd.)	EPWU	is	a	customer	of	El	Paso	County	Water	Improvements	
District	No.	1,	and	receives	water	from	the	Rio	Grande	Project	via	ownership	of	lands	within	the	
project	area	and	leases	from	water	rights	holders.	EPWU	currently	has	water	rights	of	about	60,000	
AF/year	from	the	Rio	Grande	project.	The	Hueco	Bolson	groundwater	pumping	supply	is	about	
40,000	AF/year	and	the	Mesilla	Bolson	pumping	supply	is	about	25,000	AF/year,	with	
approximately	6,000	AF/year	coming	from	reclaimed	water.	In	case	of	drought,	EPWU	expects	the	
surface	water	supply	to	drop	from	60,000	AF/year	to	about	10,000	AF/year,	and	the	groundwater	
supply	to	increase	to	80,000	AF/year	from	the	Hueco	Bolson	and	35,000	AF/year	from	the	Mesilla	
Bolson.	The	KBH	Desalination	Plant	draws	brackish	water	from	the	Hueco	Bolson	for	treatment.	

The	Rio	Grande	River	is	a	key	resource	in	El	Paso’s	water	supply	portfolio,	with	flows	diverted	in	
the	El	Paso	area	primarily	derived	from	snow	melt	runoff	in	southern	Colorado	and	northern	New	
Mexico.	Groundwater	supplies	are	pumped	from	the	Hueco	Bolson	and	the	Mesilla	Bolson	basins,	
which	underlie	portions	of	New	Mexico	and	Texas,	as	well	as	Chihuahua,	Mexico.	

EPWU	has	four	water	treatment	plants	that	it	relies	on	to	supply	the	potable	water	needs	for	its	
service	area:	two	surface	water	treatment	plants	(Robertson	&	Umbenhauer	Water	Treatment	Plant	
with	capacity	of	40	million	gallons	per	day	(mgd)	and	Jonathan	Rogers	Water	Treatment	Plant	with	
capacity	of	60	mgd)	and	two	groundwater	plants	(Upper	Valley	Water	Treatment	Plant	with	
capacity	of	60	mgd	and	KBH	Desalination	Plant	with	capacity	of	27.5	mgd).	EPWU	also	has	several	
wells,	mostly	located	in	the	Hueco	Bolson	basin.	The	two	surface	water	treatment	plants,	with	a	
combined	capacity	of	100	mgd,	operate	seven	months	during	the	year	under	normal	river	flow	
conditions.	The	surface	water	production	over	the	2003	to	2013	period	varied	from	3.4	billion	
gallons	used	in	2013	(low)	to	19.9	billion	gallons	used	in	2009	(high).	The	average	production	for	
the	10	year	time	frame	is	approximately	14.5	billion	gallons,	with	the	highest	production	occurring	
between	years	2007	and	2010,	in	which	time	production	averaged	19.4	billion	gallons	annually.		

EPWU	has	struggled	to	meet	its	customers’	demands	as	the	El	Paso	area	population	has	grown,	
while	at	the	same	time,	the	Rio	Grande	drought	has	continued	and	worsened.	EPWU	faces	long	term	
water	supply	constraints.	In	drought	periods,	EPWU	has	historically	compensated	by	pumping	
more	water	from	the	aquifers.	The	aquifers	do	not	replenish	quickly,	and	therefore,	accelerated	
pumping	is	not	sustainable	for	long	periods	of	time.	As	a	result,	EPWU	anticipates	it	will	need	40	
mgd	of	new	supply	to	prevent	groundwater	depletion	while	meeting	its	long	term	growth	
projections.	Furthermore,	drawing	too	much	water	from	the	aquifers	increases	the	salt	intrusion	
rate	into	the	aquifers.	Currently,	80	percent	of	El	Paso’s	groundwater	is	brackish,	and	El	Paso	is	
pumping	approximately	60	percent	of	its	water	needs	from	the	Hueco	Bolson	reservoirs.	EPWU	
reports	that	this	is	not	sustainable,	as	the	groundwater	supply	is	experiencing	continuous	decline	
due	to	a	combination	of	brackish	water	intrusion	in	the	fresh	water	wells	and	high	extraction	
causing	lateral	migration	from	high	salinity	zones.		
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EPWU	has	developed	a	50	year	water	resource	plan	to	evaluate	future	customer	projections	and	
future	water	demands	that	it	needs	to	meet.	As	part	of	the	resource	plan,	EPWU	is	looking	for	ways	
to	increase	the	water	supply	in	a	sustainable	manner,	including	proposals	to	build	a	large	reservoir	
to	capture	stormwater	and	excess	river	water	to	be	used	in	drought	conditions,	import	water	from	
areas	east	of	the	City,	impose	severe	water	restrictions,	and	increase	the	use	of	purified	water,	such	
as	water	treated	in	the	KBH	Desalination	Plant.		

One	alternative	that	EPWU	uses	to	supplement	the	available	water	supply	is	with	production	from	
the	KBH	Desalination	Plant.	The	KBH	Desalination	Plant	was	opened	in	2007	to	address	issues	
related	to	drought,	emergency	situations,	brackish	water	intrusion	and	customer	growth.	The	KBH	
Desalination	Plant	draws	brackish	water	at	a	fresh	water	boundary	in	the	Hueco	Bolson	basin,	and	
in	so	doing	protects	existing	fresh	water	wells	from	further	salinity	intrusion.	The	KBH	Desalination	
Plant	can	produce	up	to	27.5	mgd	of	potable	water,	using	previously	unusable	brackish	
groundwater	supply.	It	can	utilize	up	to	five	reverse	osmosis	skids,	with	potential	to	add	a	sixth	skid	
for	additional	capacity.	Typically,	the	KBH	Desalination	Plant	runs	1‐2	skids	year	round.	Raw	
brackish	water	from	new	and	existing	wells	is	pumped	to	the	KBH	Desalination	Plant	and	filtered	
before	being	sent	to	the	reverse	osmosis	membranes.	Through	a	pressurized	process,	raw	water	
passes	through	fine	membranes	that	separate	salts	and	other	contaminants	from	the	water.	EPWU	
reports	that	it	recovers	approximately	82	percent	of	the	raw	water	as	product	water	through	the	
treatment	processes.	Product	water	produced	by	RO	is	referred	to	as	permeate.	The	remaining	18	
percent	becomes	a	concentrated	waste	byproduct	referred	to	as	concentrate.	EPWU	currently	
disposes	of	the	remaining	concentrate	byproduct	by	pumping	it	to	a	remote	site	for	deep	well	
injection.	The	permeate	is	stored	after	treatment,	and	then	blended	with	water	from	new	wells.	
Following	pH	adjustment	and	disinfection,	the	finished	water	is	sent	to	EPWU’s	distribution	system.		

EPWU	reports	that	the	KBH	Desalination	Plant	is	the	world’s	largest	inland	desalination	plant.	The	
water	pumped	to	the	KBH	Desalination	Plant	protects	the	nearby	freshwater	wells	from	brackish	
water	intrusion	by	capturing	the	flow	of	brackish	water	towards	the	freshwater	wells.	The	
desalination	process	removes	the	salts	and	also	other	potential	pollutants	from	the	water.	The	KBH	
Desalination	Plant	serves	an	important	role	in	meeting	water	supply	requirements	and	conserving	
EPWU’s	existing	aquifer	water	supplies.	The	KBH	Desalination	Plant	has	the	ability	to	increase	
EPWU’s	potable	water	production	by	approximately	25	percent.		

In	addition	to	helping	alleviate	EPWU’s	water	shortage	concerns,	EPWU	has	indicated	that	working	
with	EWM	in	sending	concentrate	from	the	KBH	Desalination	Plant	to	the	Project	for	treatment	is	
expected	to	save	EPWU	money	in	operating	the	KBH	Desalination	Plant.	EWM	believes	that	EPWU	
may	save	approximately	$198,000	per	year	in	disposal	costs	for	the	treatment	concentrate	and	$1.6	
million	per	year	in	avoided	costs	from	not	having	to	use	more	expensive	sources	to	supply	potable	
water	to	its	customers.	

 FEEDSTOCK CHARACTERISTICS 4.2
Feedstock	for	the	Project	will	be	reverse	osmosis	(RO)	concentrate	from	the	KBH	Desalination	
Plant.	EPWU	operates	the	KBH	Desalination	Plant	to	treat	brackish	groundwater	with	RO	
membranes	for	potable	use.	Treatment	of	water	with	RO	membranes	generates	two	streams:	a	
water	product	stream	referred	to	as	permeate	and	a	saline	byproduct	stream	referred	to	as	
concentrate.	The	concentrate	stream	is	the	Project’s	feedstock	and	contains	all	of	the	minerals	
removed	by	RO	membranes	to	create	the	demineralized	permeate.	The	product	water	produced	by	
the	Project	will	be	blended	with	permeate	from	the	KBH	Desalination	Plant	to	produce	potable	
water	for	EPWU’s	municipal	customers.	
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The	ratio	of	permeate	flow	to	feed	flow	is	referred	to	as	recovery.	Typical	recovery	rates	for	
brackish	water	treatment	range	from	75	percent	to	90	percent.	Hence,	concentrate	usually	
comprises	10	percent	to	25	percent	of	the	feed	flow,	but	it	contains	most	of	the	dissolved	minerals	
from	the	feed	water.	Consequently,	the	concentrate	stream	typically	contains	mineral	
concentrations	that	are	four	to	ten	times	greater	than	in	the	feed	water.	

Water	quality	of	the	KBH	Desalination	Plant	RO	concentrate	is	summarized	in	Table	4‐1.	The	data	
are	from	concentrate	samples	collected	weekly	from	January	through	December	of	2014.	Total	
dissolved	solids	(TDS)	is	the	aggregate	measure	of	dissolved	minerals	in	water.	The	primary	
saleable	products	produced	by	the	EWM	chemical	and	mineral	production	process	will	be	derived	
from	calcium,	magnesium,	sodium,	chloride,	and	sulfate.	As	shown	in	Table	4‐1	below,	TDS	in	the	
KBH	Desalination	Plant	concentrate	is	comprised	primarily	of	these	five	minerals.	

Table 4‐1 Summary of Concentrate Water Quality from Weekly Samples Collected in 2014 

MINERAL  CALCIUM 
(MG/L) 

MAGNESIUM 
(MG/L) 

SODIUM 
(MG/L) 

CHLORIDE 
(MG/L) 

SULFATE 
(MG/L) 

TDS 
(MG/L) 

Average  800  200  3420 6110 1605 13,220 

Maximum   1050  325  4650 7080 1950 15,500 

Minimum  625  160  2640 4080 1250 11,600 

	

Black	&	Veatch	reviewed	daily	flow	measurements	of	concentrate	flow	at	the	KBH	Desalination	
Plant	from	January	2014	through	July	2015.	The	average	concentrate	flow	per	skid	over	this	period	
was	0.63	mgd,	and	the	KBH	Desalination	Plant	has	five	such	RO	skids.	

In	its	Brine	Water	Treatment	Services	and	Sales	Agreement	(BWTSSA)	with	EWM	P1	(discussed	in	
Section	8.1),	EPWU	has	committed	to	operate	at	least	two	skids	at	all	times	during	the	year	except	
during	scheduled	maintenance	outage	periods,	for	which	two	weeks	are	allocated	per	year.		
Therefore,	the	Project	will	receive	approximately	1.25	mgd	of	feedstock	from	the	KBH	Desalination	
Plant.	In	addition,	EPWU	has	agreed	to	provide	1	mgd	of	brackish	groundwater.	EWM	will	treat	the	
brackish	groundwater	with	RO	membranes	to	generate	additional	feedstock	with	the	same	quality	
as	the	concentrate	received	from	the	KBH	Desalination	Plant.	The	KBH	Desalination	Plant	RO	
system	achieves	approximately	82	percent	recovery	treating	this	brackish	groundwater.	Treatment	
of	the	1	mgd	brackish	water	with	RO	at	82	percent	recovery	will	provide	an	additional	0.18	mgd	of	
feedstock.	Therefore,	the	total	available	feedstock	will	be	1.43	mgd.	

In	addition	to	the	scheduled	outage	allowance,	the	KBH	Desalination	Plant	may	operate	at	a	
reduced	level	(with	only	one	skid	operational)	for	up	to	two	weeks	per	year.	During	this	time,	
EPWU	has	agreed	to	supply	up	to	1345	gpm	(1.94	mgd)	raw	brackish	water,	which	after	RO	
treatment	at	82	percent	recovery	will	provide	an	additional	0.35	mgd	of	feedstock.	The	total	
available	feedstock	during	these	reduced	operating	periods	would	be	0.63	mgd	from	the	skid	
concentrate	output	and	0.35	mgd	from	the	raw	brackish	water,	totaling	0.98	mgd	of	available	
feedstock.	
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5 Process Overview 
Sustainable	management	of	concentrate	byproduct	generated	during	desalination	has	become	an	
urgent	need	in	water	limited	regions	such	as	the	southwestern	United	States.	Sustainable	
management	has	come	to	be	defined	in	the	water	industry	as	economical	and	environmentally	safe	
reuse	of	both	the	water	and	solids	in	RO	concentrate.	This	is	a	complicated	endeavor,	which	is	why	
as	yet	there	are	no	systems	on	the	market	that	meet	the	criteria	for	sustainable	concentrate	
management.		

What	EWM	has	proposed	with	its	Minerals	Recovery	Process	(MRP)	is	groundbreaking	in	two	ways.	
First,	the	proposed	MRP	is	a	chemical	plant	designed	to	turn	all	of	the	water	and	solids	contained	in	
concentrate	into	usable	products.	Second,	the	MRP	will	be	separate	and	independent	from	the	host	
water	treatment	plant,	even	though	it	will	receive	water	from	and	return	water	to	the	host	plant,	
and	it	will	be	staffed	with	professionals	trained	to	operate	its	specialized	equipment.	Both	of	these	
features	would	be	unique	in	the	drinking	water	industry,	and	the	approach	EWM	has	taken	with	the	
MRP	is	arguably	the	way	of	the	future	for	concentrate	management.	

With	any	new	technology	there	are	risks	and	startup	issues	that	will	need	to	be	worked	out.	One	
advantage	of	the	MRP	is	that	it	is	comprised	of	existing	technologies	that	have	decades	of	
demonstrated	performance	in	applications	across	several	industries.	For	some	of	the	processes,	
strong	cases	could	be	made	for	demonstrated	performance	under	similar	conditions	and	for	others,	
such	as	the	silica	resin,	there	was	little	to	no	full‐scale	experience.	The	Project,	however,	will	be	the	
first	time	this	combination	of	technologies	has	been	used	in	the	proposed	arrangement.	

The	overall	process	flow	diagram	(PFD)	for	the	EWM	Minerals	Recovery	Process	(MRP)	is	shown	in	
Figure	5‐1.	The	MRP	is	designed	to	extract	mineral	and	chemical	products	from	brackish	water	RO	
concentrate	and	return	desalinated	product	water	to	the	KBH	Desalination	Plant.	Each	flow	stream	
in	the	PFD	figure	is	labeled	with	a	unique	identifier.	For	example,	the	feed	stream	of	RO	concentrate	
from	KBH	Desalination	Plant	is	stream	1.	Hereafter,	when	a	stream	is	discussed	it	will	be	
accompanied	with	the	PFD	reference	stream	number	in	parentheses	(1).	

The	MRP	is	designed	to	produce	the	following	categories	of	products:	

 Potable	water	
 Chemicals	
 Minerals	
 Industrial	water	

Potable	water,	chemicals	and	minerals	will	be	sold,	and	the	industrial	water	will	be	used	as	makeup	
water	within	the	Project.	In	the	following	sections	we	provide	an	overview	of	the	MRP	processes,	
comment	on	the	capability	of	the	process	to	achieve	stable	performance	and	produce	the	projected	
quantities	of	chemical,	mineral	and	water	products,	and	assess	the	general	appropriateness	of	the	
design.	

 BACKGROUND 5.1
References	are	made	to	mass	balance	calculations	throughout	the	process	review.	A	mass	balance	
calculation	is	one	that	audits	flows	of	water	and	mass	though	each	process.	In	this	case,	mass	refers	
to	all	of	the	dissolved	minerals	in	the	water,	e.g.,	calcium,	sodium,	chloride.	Mass	and	water	are	in	
balance	for	a	process	operation	when	the	sum	of	mass	inflows	and	outflows	are	equal.	A	mass	
balance	calculation	that	is	balanced	across	each	process	indicates	there	were	no	mathematical	
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errors	in	applying	the	process	assumptions.	The	mass	balance	calculations	were	performed	by	
AECOM	using	the	industry	accepted	software	program	Aspen	Plus®	by	AspenTech.	

There	are	five	applications	of	reverse	osmosis	(RO)	or	nanofiltration	(NF)	membranes	in	the	MRP.	
RO	and	NF	are	actually	both	a	reverse	osmosis	process,	but	a	distinction	is	made	when	NF	
membranes	are	used	in	the	process	rather	than	RO	membranes.	RO	and	NF	membranes	are	similar	
in	terms	of	size,	geometry,	materials,	and	construction	methods,	but	differences	in	chemical	
characteristics	cause	NF	membranes	to	allow	more	dissolved	salts	to	pass	through	the	membrane.	
Hence,	NF	membranes	are	often	described	as	being	“looser”	membranes.	

The	term	RO	will	be	used	hereafter	when	referring	to	the	general	process	regardless	of	membrane	
type.	A	brief	description	of	the	RO	process	and	terms	is	offered	here	to	facilitate	subsequent	
discussion	of	these	membrane	processes	in	the	Report.		

RO	is	a	pressure	driven	process	in	which	a	semipermeable	membrane	allows	the	passage	of	water	
but	rejects	most	dissolved	salts.	When	two	liquids	of	different	salinity	are	separated	by	a	
semipermeable	membrane	there	is	a	chemical	potential	difference	between	the	saline	and	fresh	
water	sides.	This	chemical	potential	difference	drives	diffusion	of	water	from	the	fresh	water	side	
to	the	saline	side	to	move	the	solutions	toward	equilibrium.	This	diffusive	mass	transfer	of	water	is	
called	osmosis.	The	flow	of	water	to	the	saline	side	exerts	a	pressure	called	osmotic	pressure.	The	
system	reaches	osmotic	equilibrium	when	the	pressure	differential	between	the	two	sides	is	equal	
to	the	difference	in	their	osmotic	pressures.	To	desalinate	water,	however,	it	is	necessary	to	reverse	
the	natural	osmotic	flow	so	that	water	diffuses	through	the	membrane	from	the	saline	side	to	the	
fresh	water	side.	Therefore,	a	pressure	is	applied	to	the	saline	side	to	overcome	the	osmotic	
pressure	and	create	reverse	osmosis.	

The	predominant	type	of	RO	membrane	in	use	today	is	the	spiral	wound	membrane.	The	spiral	
wound	membrane	is	constructed	of	flat	membrane	sheets	folded	to	form	an	envelope	with	a	
permeate	channel	between	the	membrane	surfaces.	Each	envelope	is	connected	to	a	central	
permeate	tube	and	wound	around	it	in	a	spiral.	The	membrane	envelopes	are	separated	by	a	thin	
(approximately	30	mm)	mesh	spacer	called	a	feed	spacer.	Feed	water	is	pumped	through	the	feed	
spacer	parallel	to	the	membrane	surface.	A	portion	of	the	water	diffuses	through	the	membrane	to	
become	a	product	water	referred	to	as	permeate,	and	the	remainder	exits	the	membrane	as	a	
byproduct	stream	referred	to	as	concentrate.	The	concentrate	stream	contains	most	of	the	
dissolved	solids	originally	present	in	the	feed	water.	

Rejection	is	defined	as	the	difference	between	the	feed	and	permeate	concentrations	divided	by	
the	feed	concentration.	Rejection	varies	by	membrane	and	by	ion.	Recovery	is	defined	as	the	ratio	
of	permeate	flow	to	feed	flow.	As	the	rate	of	rejection	or	recovery	increase,	concentrations	of	ions	
become	greater	on	the	feed	side	of	the	membrane	and	the	potential	for	sparingly	soluble	salts	to	
precipitate	and	scale	the	membranes	increases.	Recovery	with	membrane	treatment	often	is	limited	
by	the	scaling	potential	of	precipitates	such	as	silica,	calcium	sulfate,	calcium	carbonate,	and	barium	
sulfate.		Operating	membranes	beyond	the	recovery	where	scaling	can	occur	is	avoided	to	maintain	
stable	operation	and	to	avoid	damaging	the	membranes.	

The	individual	membrane	is	referred	to	as	an	element.	Membrane	elements	are	contained	in	skid	
mounted	pressure	vessels.	Each	vessel	contains	several	membrane	elements	arranged	end	to	end.	
Feed	water	flows	through	the	elements	in	a	vessel	in	series	and	exits	the	last	membrane	element	as	
the	concentrate	stream.	The	desired	product	water	capacity	is	achieved	by	operating	multiple	
vessels	in	parallel.	Vessels	operating	in	parallel	constitute	a	stage.		
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Recovery	can	be	increased	by	operating	multiple	membrane	stages	in	series.	In	a	2‐stage	system,	
concentrate	from	the	first	stage	is	fed	to	the	second	stage	for	further	recovery	of	product	water.	
Product	water	streams	from	the	first	and	second	stages	are	blended	to	comprise	the	total	product	
water.	The	concentrate	stream	from	the	final	stage,	in	this	case	stage	2,	comprises	the	total	
concentrate	discharge.	Two	stage	systems	are	common.	Three	stage	systems	are	less	common	and	
used	in	cases	where	very	high	recovery	is	achievable.	

In	applications	where	a	very	low	product	water	concentration	of	one	or	more	constituents	is	
needed,	RO	stages	are	arranged	to	treat	the	product	water	in	series.		In	this	case,	permeate	from	
one	membrane	stage	is	fed	to	a	second	stage.	Each	stage	in	the	series	is	referred	to	as	a	pass.	
Therefore	a	system	that	treats	product	water	from	one	RO	stage	in	a	second	RO	stage	is	referred	to	
as	a	two	pass	system.	

The	configuration	of	membranes	in	a	stage	is	referred	to	as	an	array.	In	an	array	with	multiple	
stages,	the	upstream	stage	typically	feeds	into	a	stage	with	about	half	as	many	vessels.	For	example	
a	stage	with	12	vessels	in	the	first	stage	and	6	in	the	second	stage	is	referred	to	as	a	12	x	6	array.	
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Figure 5‐1 Overall MRP Process Flow Diagram 
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 POTABLE WATER TREATMENT 5.2
The	treatment	steps	in	the	potable	water	train,	excerpted	from	the	overall	process	flow	diagram	
(PFD)	as	Figure	5‐2	below,	are	as	follows:	

 Hydrochloric	acid	addition	
 Heat	exchanger	
 Nanofiltration	(NF)	membranes	
 Aeration	tower	
 Electrodialysis	reversal	(EDR)	

	

Figure 5‐2 Potable Water Train Process Flow Diagram 

In	the	above	figure,	RO	concentrate	from	the	KBH	Desalination	Plant	is	dosed	with	0.1	percent	
hydrochloric	acid	(HCl)	produced	onsite	to	lower	pH	to	between	6.5	and	7.0	The	concentrate	is	
heated	to	100	°F	in	the	heat	exchanger	using	return	cooling	water	from	the	onsite	power	generation	
plant.	After	the	heat	exchanger,	a	second	dose	of	dilute	hydrochloric	acid	is	used	to	lower	pH	to	4	to	
convert	bicarbonate	to	carbon	dioxide.	The	solubility	of	silica	increases	with	temperature	and	
decreases	slightly	as	pH	decreases	from	pH	7	to	pH	4.	Therefore	dilution	of	the	concentrate	with	0.1	
percent	HCl,	pH	reduction,	and	heating	the	water	are	designed	to	decrease	silica	scaling	potential	in	
the	downstream	NF	membrane	step.	Reducing	pH	also	reduces	the	membrane	scaling	potential	of	
calcium	carbonate	(CaCO3).	

The	treated	concentrate	is	fed	to	a	three	stage	NF	membrane	system.	An	antiscalant	chemical	is	
added	to	the	NF	feed	to	reduce	the	membrane	scaling	potential	of	barium	sulfate	and	calcium	
sulfate.	The	water	passes	through	a	static	mixer	to	ensure	uniform	chemical	distribution	and	a	5	
micron	cartridge	filter	to	protect	the	NF	membranes	from	particulate	matter.	The	NF	membranes	
separate	the	water	into	a	permeate	stream	containing	mostly	sodium	and	chloride	and	a	
concentrate	stream	containing	all	minerals	removed	from	the	feed	stream	including	most	of	the	
calcium,	sulfate,	and	magnesium.	NF	permeate	is	routed	to	the	aeration	tower,	and	NF	concentrate	
is	routed	to	the	gypsum	precipitation	tank	in	the	mineral	production	train.	Carbon	dioxide	is	
removed	in	the	aeration	tower,	and	the	degasified	NF	concentrate	is	routed	to	the	EDR	feed	tank.	

Sodium	hypochlorite	is	added	to	the	EDR	feed	tank	to	oxidize	arsenic	(from	arsenite	form	to	
arsenate	form)	to	allow	its	removal	in	EDR.	In	the	EDR	process,	water	is	demineralized	by	transport	
of	ions	through	ion‐selective	membranes	under	the	driving	force	of	an	electrochemical	potential	
difference.	EDR	removes	substances	with	an	electrical	charge,	but	uncharged	substances	such	as	
silica,	pass	through	the	process.	EDR	generates	a	product	stream,	referred	to	as	diluate,	and	a	
concentrate	stream.	EDR	diluate	(7)	will	be	returned	to	EPWU	as	product	water	to	be	blended	with	
potable	water.	The	EDR	concentrate	is	routed	to	the	ED	brine	tank	in	the	chemical	production	train.	

 Review of the Potable Water Treatment Train 5.2.1

The	technical	materials	provided	to	support	performance	of	the	potable	water	system	were	as	
follows:	
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 EWM	El	Paso	Process	Description	
 Process	Flow	Diagram	
 Mass	Balance	calculations	modeling	the	chemical	treatment	train	
 Pilot	Study	Report	for	the	Potable	Water	Train	(Kay	Bailey	Hutchinson	Brackish	Desalination	
Plant	Pilot	Report,	prepared	by	NorrisLeal)	

 Computer	simulation	(Winflows)	results	modeling	the	potable	water	NF	membranes	
 Computer	simulation	(WATSYS)	results	modeling	the	potable	water	EDR	

The	overall	treatment	concept	was	altered	after	pilot	testing.	Consequently,	the	potable	water	
system	tested	differed	from	the	proposed	potable	water	process.	The	differences	are	described	in	
the	following	text	and	figures.	

A	schematic	of	the	as‐tested	pilot	train	tested	is	shown	in	Figure	5‐3.	RO	concentrate	from	the	KBH	
Desalination	Plant	was	treated	in	an	ion	exchange	(IX)	column	with	weak	acid	cation	(WAC)	resin	
for	hardness	removal.	The	softened	concentrate	was	routed	through	a	heat	exchanger,	and	then	
acidified,	before	treatment	in	a	degasifier	to	remove	carbon	dioxide	(CO2).	Effluent	from	the	
degasifier	was	fed	to	a	single	stage	RO	membrane.	Concentrate	from	the	RO	membrane	was	fed	to	a	
two‐stage	NF	membrane	system.	The	permeate	streams	from	the	RO	and	NF	membranes	were	fed	
to	an	EDR	stack	for	final	demineralization.		

	
Figure 5‐3 Potable Water Train (As Tested) 

The	treatment	process	as	proposed	is	shown	in	Figure	5‐4.	The	proposed	process	train	does	not	
include	IX	softening	or	RO	membranes,	and	degasification	occurs	after	NF	membranes	rather	than	
before.	In	this	process	train,	RO	concentrate	from	the	KBH	Desalination	Plant	would	be	heated	and	
acidified	ahead	of	NF	membrane	treatment.	Permeate	from	the	NF	membranes	would	be	degasified	
and	then	demineralized	with	EDR.			
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Figure 5‐4 Potable Water Train (Proposed) 

Black	&	Veatch	compared	water	quality	between	the	process	tested	and	the	proposed	process	to	
assess	similitude	between	the	two	treatment	approaches,	and	this	comparison	is	discussed	in	the	
following	sections.		Water	quality	in	the	test	was	taken	from	the	Kay	Bailey	Hutchinson	Brackish	
Desalination	Plant	Pilot	Report.	Water	quality	for	the	proposed	process	was	taken	from	the	mass	
balance	results.	

 NF Membranes 5.2.1.1

Water	quality	for	the	potable	NF	feed	and	permeate	streams	are	shown	in	Table	5‐1.	
Concentrations	measured	during	the	pilot	study	are	compared	to	values	calculated	in	the	Aspen	
mass	balance	simulation	for	NF	feed	(3)	and	permeate	(5).	Similarity	of	the	NF	feed	streams	is	
important	because	feed	water	quality	governs	the	percentage	of	product	water	that	can	be	
recovered	by	the	NF	membranes.	NF	permeate	water	quality	is	important	because	this	stream	is	the	
feed	to	the	EDR	process	that	produces	the	final	potable	water	product.	The	biggest	differences	in	
water	quality	are	higher	calcium	in	the	mass	balance	feed	and	permeate	and	higher	silica	in	the	
pilot	feed	and	permeate.	Computer	simulations	were	used	to	evaluate	performance	of	the	NF	
membranes	with	water	quality	shown	in	the	mass	balance	column.	

Table 5‐1 Comparison of Pilot and Mass Balance Water Quality for NF Membranes 

PARAMETER  UNITS  FEED (3) PERMEATE (5) 

PILOT  MASS BALANCE PILOT MASS BALANCE

Ca  mg/L  1 ‐55  650 0.3 116

Mg  mg/L  1 – 65  151 0.1 18

Na  mg/L  4580 – 5530 3007 1720‐3800 18

K  mg/L  80‐100  83 17‐76 83

Ba  mg/L  0.1  0.002 0.0001 0.0003

Sr  mg/L  0.23  5.6 0.0027 1.0

SO4  mg/L  1250‐2000  1788 10‐264 255

Cl  mg/L  5500‐6700  4986 2480‐7750 4483

SiO2  mg/L  150‐160  123 35‐160 118

HCO3  mg/L  1‐416  4 1.0 3.4

pH  SU  5  5 5.0 4.0

(nano‐filtration)
(electrodialysis 

reversal) 
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PARAMETER  UNITS  FEED (3) PERMEATE (5) 

PILOT  MASS BALANCE PILOT MASS BALANCE

TDS  mg/L  11,000‐13,000 3290‐15,820

	
Many	manufacturers	of	membranes	and	antiscalant	chemicals	have	developed	software	programs	
that	can	be	used	to	model	the	performance	of	specific	NF	and	RO	membrane	models	and	antiscalant	
products.	RO	and	NF	membrane	performance	is	understood	well	enough	that	these	software	
programs	typically	give	reliable	predictions	of	both	stream	water	quality	and	sustainable	recovery.	

Water	quality	differs	slightly	between	test	and	proposed	conditions,	but	the	proposed	conditions	
were	modeled	with	the	GE	software	program	Winflows	Version	3.2.1	to	validate	the	proposed	
process.	The	Winflows	results	were	used	to	set	NF	permeate	and	concentrate	water	quality	in	the	
Aspen	mass	balance	model.	Because	potable	water	NF	permeate	and	concentrate	are	the	feed	stock	
for	the	remainder	of	the	treatment	plant,	accurate	representation	of	the	quality	of	these	two	
streams	is	critical	to	the	review	of	the	remainder	of	the	process.			

For	the	KBH	Desalination	Plant	concentrate	condition	we	evaluated,	recovery	in	the	potable	water	
NF	would	be	limited	by	the	scaling	potentials	of	silica	and	calcium	sulfate.	The	Winflows	simulation	
predicted	an	85	percent	recovery	of	the	KBH	Desalination	Plant	concentrate	with	NF	membranes,	
and	this	value	was	used	in	the	Aspen	simulation.	The	85	percent	recovery	is	at	the	high	end	of	
recovery	that	antiscalant	manufacturers	expect	for	their	products	based	on	the	scaling	potential	of	
calcium	sulfate,	but	is	an	achievable	recovery	based	on	the	Winflows	model	projections.		At	normal	
water	temperature,	Black	&	Veatch	uses	a	maximum	silica	concentration	of	180	mg/L	in	the	
concentrate	as	a	guideline	in	gauging	sustainable	NF	recovery	as	limited	by	silica.	As	discussed	
previously,	silica	solubility	increases	as	water	temperature	increases.	The	proposed	process	
includes	heating	the	NF	feed	to	100	°F,	which	will	increase	silica	solubility	from	180	mg/L	to	
around	200	mg/L.	Silica	in	the	concentrate	will	be	less	than	200	mg/L	based	on	GE’s	prediction	of	
silica	rejection.	Consequently,	85	percent	recovery	should	be	achievable.	

 Degasifier 5.2.1.2

The	purpose	of	the	degasification	step	is	removal	of	carbon	dioxide	(CO2)	from	the	NF	permeate	
stream	before	treatment	with	EDR.		Degasification	for	CO2	removal	is	a	common	process	in	water	
treatment,	and	carbon	dioxide	is	relatively	easy	to	remove	by	degasification.	NorrisLeal	reported	in	
the	Pilot	Study	Report	for	the	Potable	Water	Train	that	the	pilot	aeration	column	reduced	CO2	from	
170	mg/L	in	the	influent	to	5	mg/L	in	the	effluent.	We	anticipate	no	problems	with	degasification	to	
remove	CO2	in	the	proposed	treatment	system	and	expect	the	full‐scale	aeration	column	to	perform	
as	well	as	the	pilot	column	did.			

 Potable Water EDR 5.2.1.3

The	potable	EDR	serves	two	functions	in	the	treatment	process.	It	desalinates	NF	permeate	to	
produce	the	potable	water	product	(7),	and	it	generates	a	concentrate	stream	(9)	that	is	the	
feedstock	for	the	chemical	production	treatment	processes.	Materials	provided	to	evaluate	EDR,	
were	the	Pilot	Study	Report	for	the	Potable	Water	Train,	computer	simulation	results	using	
WATSYSTM	3.0	by	GE,	and	the	mass	balance	calculations	with	Aspen.	The	pilot	study	was	conducted	
with	EDR	treating	NF	permeate	as	shown	in	Figure	5‐3,	and	the	Aspen	mass	balance	calculations	
and	WATSYSTM	computer	simulation	modeled	the	proposed	treatment	process	as	shown	in	Figure	
5‐4.		
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EDR	water	quality	from	the	pilot	study,	the	mass	balance	calculations,	and	the	WATSYSTM	computer	
simulation	are	compared	in	Table	5‐2.	Water	qualities	for	the	pilot,	WATSYSTM	simulation,	and	mass	
balance	calculations	match	closely.	EDR	feed	sodium	and	chloride	are	higher	in	the	pilot	and	
computer	simulation	than	in	the	mass	balance,	which	means	the	treatment	requirement	for	the	EDR	
in	the	proposed	process	will	be	less	strenuous	than	treatment	demonstrated	in	the	pilot.	Therefore,	
the	pilot	study	demonstrated	that	the	EDR	stack	can	perform	as	required	in	the	full‐scale	plant	to	
produce	the	product	water	quality	shown	in	the	mass	balance	calculations.	
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Table 5‐2 Comparison of Pilot and Mass Balance Water Quality for EDR 

PARAMETER  UNITS  FEED PRODUCT  CONCENTRATE

PILOT  MASS BALANCE (6)1 WATSYS PILOT MASS BALANCE (7)1  WATSYS PILOT MASS BALANCE (9)1 WATSYS

Ca  mg/L  NR  114 128 NR 3 3 NR 959 962

Mg  mg/L  NR  18 22 NR 1 0.7 NR 145 165

Na  mg/L  3780  2867 3281 147 163 196 NR 23,840 23,934

K  mg/L  75  82 98 20 5 4.5 NR 668 723

Ba  mg/L  NR  0 0.01 NR 0 0 NR 0.003 0.1

Sr  mg/L  NR  0 0 NR 0 0 NR 8.5 9.4

SO4  mg/L  216  259 208 9 7 7 NR 2179 1551

Cl  mg/L  5880  4557 5289 234 309 309 NR 37,380 38,623

SiO2  mg/L  152  118 122 146 127 122 NR 20 122

HCO3  mg/L  NR  1 1 NR 14 0.2 NR 0.01 7

pH  SU  5  5 6 5 7 5.2 NR 5 6.8

TDS  mg/L  13,797  NR 9152 538 569 643 NR 64,850 66,101

Notes: 

1. Indicates process flow diagram stream number. 

2. NR = Not Reported 
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GE	provided	a	process	guarantee	for	EDR,	which	is	summarized	in	Table	5‐3.	The	product	and	
concentrate	values	in	Table	5‐3	are	predicated	on	the	water	quality	from	the	feed	column.	Water	
quality	values	for	the	feed,	product,	and	concentrate	in	GE’s	guarantee	are	similar	to	those	in	the	
Project’s	mass	balance.	EDR	is	an	important	part	of	the	overall	treatment	process	because	EDR	
generates	the	desalinated	product	water	and	EDR	concentrate	is	one	of	the	starting	materials	for	
the	production	of	the	chemical	products	(caustic	and	hydrochloric	acid).	Their	guarantee	affirms	
GE’s	confidence	that	the	full‐scale	EDR	will	produce	the	water	quality	necessary	to	produce	the	
desalinated	water	and	chemical	products.	

Table 5‐3 GE Process Guarantee for EDR 

PARAMETER  UNITS  FEED  PRODUCT CONCENTRATE

Calcium  mg/L  128  3.2 964

Magnesium  mg/L  22  0.7 166

Sodium  mg/L  3282 186 23,999

Potassium  mg/L  98  4.3 725

Strontium  mg/L  1.2  0.0 9.4

Barium  mg/L  0.01  0.0. 0.1

Ammonium  mg/L  0.00  0.0 0.0

Bicarbonate  mg/L  1.0  0.2 6.6

Sulfate  mg/L  208  7.0 1554

Chloride  mg/L  5289 293 38,763

Fluoride  mg/L  0.59  0.1 3.8

Nitrate  mg/L  0.0  0.0 0.0

Phosphate  mg/L  0.0  0.0 0.0

Silica  mg/L  122  122 122

Total dissolved solids  mg/L  9152 617 66,275

Conductivity  µS/cm  15,695 997 93,474

pH  SU  6.0  5.2 6.8

 Operating Experience with the Potable Water Process Units 5.2.2

The	proposed	processes,	namely	NF	and	EDR,	have	been	used	before	in	potable	reuse	applications	
and	on	typical	brackish	water	sources	such	as	well	water.	While	there	are	no	known	full	scale	
plants	treating	RO	concentrate	using	these	technologies,	the	principles	of	operation	are	the	same	
and	are	well	understood.	There	have	been	several	pilot	and	demonstration	scale	studies	in	which	
RO	concentrate	has	been	successfully	treated	with	NF,	EDR,	or	both,	including	the	pilot	study	
conducted	for	the	Project.	

 CHEMICAL TREATMENT TRAIN EVALUATION 5.3
The	chemical	treatment	train	is	shown	in	Figure	5‐5.	The	chemicals	that	will	be	produced	from	this	
group	of	processes	are	caustic	(sodium	hydroxide,	NaOH)	and	hydrochloric	acid	(HCl).	The	
treatment	processes	are	as	follows:	

 Softening	ion	exchange	(IX)		
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 Seawater	reverse	osmosis	(SWRO)	
 Chelating	IX	
 Arsenic	removal	IX	
 Silica	removal	IX	
 Arsenic	reactor	tank	
 Electrodialysis	with	bipolar	membranes	(EDBM)	
 NaOH	evaporator	
 HCl	evaporator	

	

Figure 5‐5 Chemical Treatment Train 

The	chemical	production	train	begins	at	the	ED	brine	tank.	The	ED	brine	tank	receives	concentrate	
from	the	potable	water	EDR	and	the	EDBM.	The	combined	concentrate	stream	is	pumped	to	a	
multi‐bed	weak	acid	cation	(WAC)	IX	column	(softening	IX)	for	removal	of	hardness,	primarily	
calcium	and	magnesium.	The	IX	resin	is	regenerated	with	4	wt%	NaOH	and	4	wt%	HCl.	
Regeneration	produces	a	waste	stream	rich	in	calcium	chloride	(CaCl2)	and	magnesium	chloride	
(MgCl2),	and	this	waste	stream	is	routed	to	the	gypsum	reactor.		

The	softened	concentrate	is	pumped	to	the	SWRO	to	concentrate	NaCl	from	5	wt%	in	the	SWRO	
feed	to	8	wt%	in	the	SWRO	concentrate.	The	SWRO	permeate	is	discharged	to	the	permeate	tank	(in	
the	industrial	water	section)	for	internal	use	in	the	plant.	The	SWRO	concentrate	is	discharged	to	
the	NaCl	brine	tank.	

SWRO	concentrate	is	pumped	from	the	NaCl	brine	tank	to	a	series	of	multi‐bed	IX	systems	to	
remove	trace	metals	and	silica.		The	SWRO	concentrate	is	first	routed	through	an	acid	based	
chelating	IX	system.		The	chelating	IX	system	is	operated	to	remove	calcium	and	magnesium	that	
leak	from	the	softening	IX.	The	resin	is	regenerated	with	caustic,	which	produces	a	waste	
regenerant	rich	in	sodium,	calcium	and	magnesium.	The	spent	regenerant	is	discharged	to	the	CaCl2	
brine	tank	and	then	transferred	to	the	gypsum	reactor	for	processing.		

Effluent	from	the	chelating	IX	system	is	routed	to	the	multi‐bed	iron	based	arsenic	removal	IX	
system	to	remove	arsenic.	Each	of	the	beds	is	regenerated	periodically	with	caustic,	which	
generates	sodium	arsenate	rich	brine.	The	IX	brine	is	collected	and	pumped	to	an	arsenic	reactor	
tank	where	it	is	dosed	with	ferric	chloride	and	hydrochloric	acid	to	produce	a	nonhazardous	ferric	
hydroxide	precipitate	containing	the	removed	arsenic.	The	precipitate	is	collected	in	a	bag	filter	and	
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returned	to	KBH	Desalination	Plant	where	it	will	be	combined	with	similar	waste	material	
generated	by	the	host	plant.		The	host	plant	disposes	of	this	material	in	a	nonhazardous	land	fill.	
Filtrate	from	the	bag	filter	is	passed	through	a	0.5	micron	cartridge	filter	to	remove	particulates	and	
then	discharged	back	to	the	ED	brine	tank.	

Effluent	from	the	arsenic	removal	IX	is	routed	to	the	multi‐bed	iron	based	silica	IX	system.	The	resin	
is	regenerated	with	caustic.	The	waste	regenerant	is	rich	in	sodium	and	silica,	and	it	is	discharged	to	
the	gypsum	reactor	tank.	Effluent	from	the	silica	removal	IX	is	an	8	wt%	NaCl	solution	with	silica	
and	arsenic	removed.	This	brine	solution	is	routed	to	the	EDBM.		

The	EDBM	comprises	112	stacks	each	with	50	repeating	sets	of	the	following	three	compartments:	
a	diluate	compartment	from	which	sodium	and	chloride	are	extracted,	a	NaOH	compartment	where	
Na+	and	OH‐	accumulate,	and	an	HCl	compartment	where	H+	and	Cl‐	accumulate.	The	compartments	
are	separated	by	three	membranes:	a	cation‐selective	membrane,	an	anion	selective	membrane,	
and	a	bipolar	membrane.		

Water	molecules	are	disassociated	between	the	cation	selective	and	anion	selective	membrane	
layers	of	the	bipolar	membrane.	Hydronium	(H+)	is	transported	through	the	cation	selective	layer	of	
the	bipolar	membrane	into	the	HCl	compartment.	Hydroxide	(OH‐)	is	transported	through	the	anion	
selective	layer	into	the	NaOH	compartment.	Sodium	(Na+)	is	transported	from	the	diluate	
compartment	through	the	cation	selective	membrane	into	the	NaOH	compartment.	Chloride	(Cl‐)	is	
transported	from	the	diluate	compartment	through	the	anion	selective	membrane	into	the	HCl	
compartment.	

The	EDBM	operation	is	designed	to	produce	a	4	wt%	NaOH	solution	and	a	4	wt%	HCl	solution.	
These	solutions	are	discharged	to	holding	tanks	and	then	pumped	to	the	evaporators.	
Demineralized	water	is	used	for	makeup	water	for	the	NaOH	and	HCl	compartments.	The	NaOH	
compartment	makeup	water	is	condensate	from	the	NaOH	evaporator,	and	the	HCl	compartment	
makeup	water	is	condensate	from	the	HCl	evaporator.	Industrial	RO	permeate	is	also	used	for	
makeup	water.	

The	EDBM	electrodes	are	rinsed	with	4	wt%	caustic	solution.	Electrode	rinse	from	the	anodes	
contains	a	small	amount	of	hydrogen	gas.	The	tank	is	equipped	with	an	air	blower	and	feed	vapor	
disengaging	standpipe	to	prevent	accumulation	of	hydrogen	gas.	Vapor	from	the	tank	is	vented	to	
the	atmosphere.	This	rinse	is	recycled	back	to	the	4	wt%	NaOH	tank.	

The	4	wt%	NaOH	solution	is	pumped	from	the	holding	tank	to	the	four	effect	NaOH	evaporator	to	
be	concentrated	to	50	percent	NaOH	by	weight.	The	NaOH	evaporator	is	operated	at	85	psig,	35	
psig,	atmospheric	pressure,	and	1.5	psia	(near	vacuum).	Steam	at	150	psig	from	the	onsite	
cogeneration	unit	is	fed	to	the	first	effect.	A	direct	contact	cooling	water	condenser	is	used	to	
condense	the	steam	from	the	last	effect.	The	non‐condensables	are	routed	to	the	last	effect	of	the	
HCl	evaporator.	Hot	condensate	from	the	NaOH	effects	are	used	to	preheat	the	4	wt%	NaOH	
solution	fed	to	the	evaporator.	The	condensate	is	cooled	and	fed	to	the	EDBM.	

The	50	wt%	caustic	solution	from	the	evaporator	is	pumped	to	a	basket	centrifuge	to	remove	NaCl	
precipitated	in	the	final	evaporation	effect.	The	NaCl	salt	is	rinsed	with	demineralized	water,	
redissolved	in	NaCl	brine	solution	and	discharged	to	the	NaCl	brine	tank.	The	spent	rinse	water	is	
routed	to	the	first	effect	of	the	NaOH	evaporator.	

The	final	caustic	product	is	cooled	and	routed	to	the	product	caustic	storage	tank.	An	external	hot	
water	heater	and	tank	recirculation	pump	maintain	temperature	in	the	tank	between	80	°F	and	100	
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°F	to	control	product	viscosity.	The	product	caustic	is	periodically	pumped	into	tanker	trucks	for	
transport	and	sale.	

The	4	wt%	HCl	solution	leaving	the	EDBM	is	routed	to	a	triple	effect	evaporator	operated	at	12.5	
psia,	4	psia,	and	1.1	psia.	Steam	at	35	psig	from	effect	2	of	the	NaOH	evaporator	is	fed	to	the	HCl	
evaporator.	The	4	wt%	HCl	is	first	fed	to	the	scrubbing	stage	of	the	1.1	psia	distillation	column	to	
absorb	residual	HCl	in	column	vapor	and	deaerate	the	HCl.			

The	deaerated	4	wt%	HCl	then	flows	by	gravity	to	the	1.1	psia	evaporator	effect.	Steam	from	the	4	
psia	effect	is	fed	to	the	1.1	psia	evaporator	and	a	direct	contact	cooling	water	condenser	is	used	to	
condense	the	steam	in	the	1.1	psia	effect.		A	6	wt%	HCl	solution	from	the	1.1	psia	effect	is	fed	to	the	
12.5	psia	stage	which	uses	the	35	psig	steam	and	an	educator	(thermal	vapor	recompression)	to	
compress	50	wt%	of	the	12.5	psia	steam	to	8	psig.	The	condensed	steam	is	fed	to	the	first	HCl	
evaporator	effect.		The	first	HCl	evaporator	effect	concentrates	the	HCl	from	6	wt%	to	10	wt%.	The	
remaining	12.5	psia	steam	is	routed	to	the	4	psia	effect	which	concentrates	the	HCl	from	10	wt%	to	
15	wt%.	

A	common	liquid	ring	vacuum	pump	is	used	to	remove	the	non‐condensables	from	the	caustic	
evaporator	direct	contact	condenser,	hydrochloric	acid	evaporator	direct	contact	condenser	and	
the	hydrochloric	acid	vacuum	distillation	column	direct	contact	condenser.			

The	15	wt%	HCl	from	the	evaporator	is	pumped	to	a	two	column	HCl	distillation	unit.		A	two	
column	system,	one	operating	at	1.5	psia	and	one	operating	at	40	psig,	is	required	to	concentrate	
the	HCl	to	overcome	a	20	wt%	azeotrope.	The	15	wt%	HCl	is	fed	to	the	first	column	which	operates	
at	1.5	psia.		Water	(condensed	scrubbed	vapor)	is	removed	in	the	direct	contact	cooling	water	
condenser	from	the	top	of	the	column,	and	23	wt%	HCl	is	produced	in	the	bottom	of	the	column.			

The	23	wt%	HCl	from	the	vacuum	column	is	fed	to	the	second	column	which	operates	at	40	psig.		
Concentrated	HCl	(35	wt%)	is	removed	from	the	top	of	the	column	as	a	purified	vapor	product	and	
is	condensed	to	provide	the	reboiler	heat	for	the	vacuum	column.		Dilute	12	wt%	HCl	is	produced	in	
the	bottom	of	the	column	and	recycled	to	the	first	vacuum	column.		A	cooling	water	trim	cooler	
cools	the	condensed	product	HCl	to	90	°F.		A	reboiler	using	85	psig	steam	from	the	caustic	
evaporator	is	used	to	vaporize	water	and	HCl	at	the	bottom	of	the	column.		

	A	small	purge	stream	is	removed	from	the	dilute	12	wt%	HCl	stream	to	prevent	concentration	and	
precipitation	of	NaCl	and	NaHSO4	impurities.	The	purge	stream	is	mixed	with	concentrated	sulfuric	
acid	and	vaporized	in	a	recirculating	vacuum	crystallizer	using	atmospheric	steam	from	the	caustic	
vaporizer.		The	sulfuric	acid	reacts	with	NaCl	to	produce	additional	HCl	which	is	routed	to	the	
vacuum	column	with	the	steam.		The	purge	stream	is	mixed	with	the	excess	industrial	RO	permeate	
to	produce	the	NSF	60	dilute	HCl	used	in	the	potable	water	section.		The	amount	of	makeup	sulfuric	
acid	is	controlled	so	that	the	molar	ratio	of	calcium	to	sulfate	(Ca:SO4)	in	the	gypsum	reactor	is	near	
1	to	eliminate	the	need	to	export	brine	from	the	softening	and	chelating	IX	systems.		

The	35	wt%	HCl	product	from	the	second	pressurized	distillation	column	is	routed	to	an	HCl	
storage	tank	equipped	with	a	vapor	scrubber.		Industrial	RO	permeate	is	fed	to	the	recirculating	
water	and	a	blowdown	is	taken	from	the	circulating	water	back	to	the	HCl	evaporator	to	control	the	
HCl	concentration	in	the	scrubbing	water	to	non‐volatile	concentrations	(<	10%).	Product	35	wt%	
HCl	is	periodically	pumped	from	the	HCl	storage	tank	to	tanker	trucks	for	transport	and	sale.	

 Review of the Chemical Treatment Train 5.3.1

The	technical	material	provided	to	support	the	chemical	treatment	train	were	as	follows:	
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 EWM	El	Paso	Process	Description	
 Process	Flow	Diagram	
 Mass	Balance	calculations	modeling	the	chemical	treatment	train	
 Ion	Exchanger	Data	sheets	
 Winflows	simulation	results	for	the	SWRO	
 EDBM	Stack	Pilot	Test	Report	

 Softening Ion Exchange 5.3.1.1

The	resin	that	will	be	used	in	the	softening	IX	is	WACG	by	ResinTech.	WACG	is	a	weak	acid	gel	type	
cation	resin,	and	it	is	the	resin	that	was	tested	in	the	Pilot	Study	Report	for	the	Potable	Water	Train.	
The	IX	columns	will	be	operated	downflow	mode	(i.e.,	flow	enters	the	top	of	the	column	and	exits	
the	bottom)	while	in	service	and	in	upflow	mode	during	regeneration.	The	resin	will	be	regenerated	
with	4	wt%	NaOH	and	4	wt%	HCl	produced	in	the	plant	by	the	EDBM.	Although	feed	water	quality	
treated	in	the	pilot	study	and	the	proposed	plant	differ,	the	pilot	results	can	still	be	used	to	evaluate	
the	performance	of	this	resin.	

Pilot	study	influent	and	effluent	water	quality	are	compared	to	the	mass	balance	numbers,	
representing	the	proposed	design,	in	Table	5‐4.	Influent	calcium	and	magnesium	concentrations	
were	higher	in	the	pilot	study.	Leakage	from	the	pilot	IX	column	was	25	percent	for	magnesium	(48	
mg/L	of	the	235	mg/L	feed)	and	12	percent	for	calcium.		

Table 5‐4 Summary of Test 1 Results for Softening IX Pilot 

PARAMETER  
(MG/L) 

PILOT STUDY  MASS BALANCE CALCULATION

INFLUENT  EFFLUENT INFLUENT EFFLUENT

Sodium   3924  4319 19,530 19,620

Magnesium   235  48  73 0

Calcium  949  100  343 0

Chloride  Not reported  Not reported 30,360 29,670

			

 SWRO System 5.3.1.2

Effluent	from	the	softening	IX	will	be	routed	to	the	seawater	reverse	osmosis	(SWRO)	system.	The	
SWRO	system	serves	two	functions	in	the	MRP.	It	produces	industrial	water	within	the	plant	
(SWRO	permeate),	and	it	concentrates	NaCl	from	5	wt%	in	the	SWRO	feed	to	over	8	wt%	in	the	
SWRO	concentrate.	Calcium	and	magnesium	also	will	be	concentrated	two	and	a	half	times	in	the	
SWRO	concentrate.	The	SWRO	concentrate	is	routed	to	the	chelating	IX	system.	

 Chelating IX 5.3.1.3

The	chelating	resin	is	a	moderately	acidic	cation	exchange	resin	used	for	removal	of	divalent	
cations	such	as	calcium	and	magnesium.	It	will	be	used	as	a	polishing	step	to	remove	calcium	and	
magnesium	hardness	leakage	from	the	softening	IX.	The	chelating	resin	selected	is	noted	for	being	
suited	for	hardness	removal	from	brine	solutions.	

 Arsenic IX 5.3.1.4

In	samples	from	January	2104	through	April	2015,	the	KBH	Desalination	Plant	RO	concentrate	
contained	arsenic	(As)	at	levels	ranging	from	10	µg/L	to	217	µg/L.	The	average	arsenic	
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concentration	during	this	period	was	82	µg/L.	This	arsenic	is	concentrated	through	the	potable	NF,	
potable	EDR,	and	SWRO	steps	before	it	reaches	the	arsenic	IX.		

The	arsenic	IX	is	designed	to	remove	arsenic.	The	resin	is	a	weakly	basic	IX	resin	doped	with	a	
nano‐scaled	film	of	iron	oxide.	Arsenic	is	removed	by	adsorption	to	the	iron	oxide	layer.		Arsenic	
removal	by	adsorption	to	ferric,	either	as	a	coagulant	or	in	the	form	of	an	adsorption	media,	has	
been	well	established	for	two	decades.	The	resin	will	be	regenerated	with	a	caustic	solution	
produced	in	the	MRP.	

 Silica IX 5.3.1.5

The	silica	IX	step	is	designed	to	remove	silica	(SiO2)	ahead	of	the	EDBM.	The	KBH	RO	concentrate	
contains	on	average	around	120	mg/L	of	silica.	Silica	passes	through	the	potable	water	NF	and	EDR	
processes	essentially	unchanged.	Some	silica	removal	will	occur	by	adsorption	in	the	arsenic	IX	
step.	The	remainder	will	be	removed	in	the	silica	IX.	

The	silica	IX	resin	is	a	hybrid	ion	exchange	material	produced	by	infusion	of	ferric	hydroxide	into	
the	resin.	Silica	diffuses	into	the	resin	material	and	adsorbs	to	the	ferric	hydroxide.	Thus	removal	is	
an	adsorption	process	similar	to	removal	of	arsenic	in	the	arsenic	resin.	Adsorption	of	silica	to	
metal	hydroxides	such	as	ferric	hydroxide	has	been	well	documented	for	several	decades.		

 EDBM System 5.3.1.6

GE	conducted	a	pilot	test	of	the	EDBM	stack	to	provide	data	for	full‐scale	operation.	The	EDBM	
stack	contained	10	repeating	cells	of	three	compartments.	GE	conducted	two	tests	with	the	stack.			

Test	1	results	are	summarized	in	Table	5‐5.	The	first	test	duration	was	95	minutes.		The	test	was	
started	with	10.16	wt%	NaCl	in	the	diluate	compartment,	4.07	wt%	HCl	in	the	acid	compartment,	
and	4.70	wt%	NaOH	in	the	caustic	compartment.	Demineralized	water	was	added	to	the	acid	and	
caustic	compartments	to	maintain	a	target	conductivity,	and	sodium	chloride	concentrations	were	
allowed	to	deplete	in	the	NaCl	compartment.		From	starting	volumes	of	2.0	L	in	the	HCl	and	NaOH	
compartments,	the	test	generated	13.25	L	of	1.74	wt%	HCl	and	8.5	L	of	2.92	wt%	NaOH.	The	
starting	volume	in	the	NaCl	compartment	was	4.0	L	and	the	ending	volume	was	3.25	L.	The	stack	
was	operated	at	17.6	volts	(V),	and	the	recorded	current	averaged	9	amps	(A).	

Table 5‐5 Summary of Test 1 Results for EDBM Pilot 

PARAMETER  HCL NAOH

Starting concentration, %w  4.07 4.70

Final concentration, %w  1.74 2.92

Final Volume Produced, L  13.25 8.50

Power, kWh  0.25 0.25

		
Test	2	results	are	summarized	in	Table	5‐6.	The	second	test	duration	was	100	minutes.		The	test	
was	started	with	10.16	wt%	NaCl	in	the	diluate	compartment,	5.10	wt%	HCl	in	the	acid	
compartment,	and	4.71	wt%	NaOH	in	the	caustic	compartment.	As	before,	water	was	added	to	the	
acid	and	caustic	compartments	to	maintain	a	target	conductivity,	and	sodium	chloride	
concentrations	were	allowed	to	deplete	in	the	NaCl	compartment.		From	starting	volumes	of	2.0	L	in	
the	HCl	and	NaOH	compartments,	the	test	generated	9.05	L	of	2.70	wt%	HCl	and	6.90	L	of	3.61	wt%	
NaOH.	The	starting	volume	in	the	NaCl	compartment	was	4.0	L	and	the	ending	volume	was	3.05	L.	
The	stack	was	operated	at	16.1	V	and	9	A.	
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Table 5‐6 Summary of Test 2 Results for EDBM Pilot 

PARAMETER  HCL NAOH

Starting concentration, wt%  5.10 4.71

Final concentration, wt%  2.70 3.61

Final Volume Produced, L  9.05 6.90

Power, kWh  0.24 0.24

	
The	target	product	concentrations	(4	wt%	for	each	product)	were	not	achieved	in	the	test	because	
too	much	dilution	water	was	added.	In	a	full‐scale	application,	the	rate	of	dilution	water	added	
would	be	controlled	automatically	to	achieve	the	desired	product	concentrations	of	NaOH	and	HCl.		

Black	&	Veatch	calculated	the	volumes	of	4	wt%	NaOH	and	HCl	that	would	have	been	produced	had	
dilution	water	addition	been	more	precise,	and	these	values	are	shown	in	Table	5‐7.	In	Test	1,	the	
final	volume	of	1.74	wt%	HCl	(13.25	L)	is	equivalent	to	5.76	L	of	4	wt%	HCl,	and	the	final	volume	of	
2.92wt	%	NaOH	(8.5	L)	is	equivalent	to	6.21	L	of	4	wt%	NaOH.	The	power	consumed	in	Test	1	was	
0.25	kWh.	Therefore	23.0	L	of	HCl	and	24.7	L	of	NaOH	were	produced	per	kWh	of	power	consumed.			

In	Test	2,	the	final	volume	of	2.70%	w/w	HCl	(9.05	L)	is	equivalent	to	7.05	L	of	4	wt%	HCl,	and	the	
final	volume	of	3.61	wt%	NaOH	(6.9	L)	is	equivalent	to	4.9	L	of	4	wt%	NaOH.	The	power	consumed	
in	Test	2	was	0.24	kWh.	Therefore	24.4	L	of	HCl	and	24.8	L	of	NaOH	were	produced	per	kWh	of	
power	consumed.	

Table 5‐7 Calculation of Test Results Scaled to 4% w/w Products 

PARAMETER  TEST 1 TEST 2 

HCL NAOH HCL  NAOH

Final volume at 4 wt%, L  5.76 6.21 6.11  6.23

Volume 4% w/w product per kWh, L  23.0 24.7 24.4  24.8

	
The	pilot	test	demonstrated	that	the	4	wt%	solutions	of	HCl	and	NaOH	can	be	produced	by	EBDM.	
In	the	pilot	test,	the	NaCl	feed	started	at	10.16	wt%	and	was	allowed	to	deplete	to	5.4	wt%.	
According	to	the	mass	balance	calculations,	during	full‐scale	operation	the	EDBM	will	receive	a	
steady	flow	of	8.6	wt%	NaCl.	Therefore,	the	full‐scale	EDBM	should	perform	as	well	as	the	pilot	
EDBM.	

GE	provided	a	performance	guarantee	for	the	EDBM.	The	performance	guarantees	will	be	
demonstrated	during	a	24‐hour	test	conducted	during	startup	of	the	MRP.		

The	performance	guarantee	is	based	on	feed	water	quality	shown	in	Table	5‐8.	Water	quality	values	
in	the	mass	balance	are	shown	for	comparison.	Feed	water	quality	in	the	performance	guarantee	
matches	feed	water	quality	in	the	mass	balance	calculations	with	the	following	two	caveats.	
Aluminum	was	not	shown	in	the	mass	balance,	and	pH	in	the	guarantee	(pH	6)	is	lower	than	the	pH	
in	the	mass	balance	calculations	(pH	8.5).	Aluminum	was	measured	in	the	pilot	study,	and	
aluminum	in	the	NF	feed	was	less	than	the	detection	limit	of	0.045	mg/L.	The	specified	NF	
membrane	has	a	typical	aluminum	rejection	rate	of	99	percent.	Therefore,	it	appears	that	the	EDR	
feed	will	contain	less	than	0.00045	mg/L	Al.	Consequently,	Al	in	the	EDR	concentrate,	which	is	the	
EDBM	feed,	should	be	less	than	0.01	mg/L.	The	EDBM	feed	pH	can	be	adjusted	to	meet	the	target	by	
dosing	the	feed	with	hydrochloric.			
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Table 5‐8 Feed Water Quality Basis for GE EDBM Performance Guarantee 

PARAMETER  UNIT GUARANTEE 
VALUE 

MASS BALANCE 
VALUE 

Sulfate  mg/L 1715 1751 

Chloride  mg/L 52,084 51,940 

Calcium  mg/L < 0.5 < 0.5 

Magnesium  mg/L < 0.5 < 0.5 

Barium  mg/L < 0.02 0 

Strontium  mg/L < 0.02 0 

Sodium  mg/L 34,177 34,170 

Potassium  mg/L 718 637 

Silica  mg/L < 10 2.6 

Aluminum  mg/L < 0.01 < 0.045 

Total dissolved solids  mg/L 88,699 86,763 

pH  SU 6 8.5 

	

The	GE	performance	guarantee	for	EDBM	is	shown	in	Table	5‐9.		

Table 5‐9 GE Performance Guarantees for the EDBM 

PARAMETER  UNIT GUARANTEED 
VALUE 

MASS BALANCE 
VALUE 

Acid production  lbs/hr HCl 2884 2737 

Acid strength  wt% HCl 3.53 ±0.35 4 

Caustic production  lbs/h NaOH 3124 2587 

Caustic strength  wt% NaOH 3.82 ±0.38 4 

	

 Operation Experience with the Chemical Production Processes 5.3.2

Using	IX	resins	in	series	to	remove	targeted	ions	has	a	long	history	of	practice	in	the	chemical,	
power,	and	drinking	water	industries.	Softening	with	WAC	resins	and	chelating	resins	has	been	
practiced	for	decades.	The	arsenic	resins	have	a	history	of	use	in	full	scale	applications.	The	silica	
resin	is	relatively	new,	patented	in	2012.	It	has	not	been	installed	specifically	for	silica	removal,	but	
it	is	being	used	in	plants	for	arsenic	removal.	The	removal	mechanism,	adsorption	to	ferric,	has	
been	well	known	and	demonstrated	for	several	decades.	

Operation	of	the	SWRO	treating	high	salinity	water	has	also	been	practiced	for	several	decades.	The	
process	is	well	understood.	EDBM	membranes	have	been	in	existence	for	several	decades	and	have	
been	used	in	chemical	plants	to	recover	inorganic	and	organic	acids	since	1988.	Evaporators	have	a	
long	history	of	use	in	chemical	plants.	



EWM P1, LLC | EL PASO BRINE WATER TREATMENT PROJECT   29 OCTOBER 2015 

 BLACK & VEATCH | Process Overview 
 

5‐19
	

 MINERAL TREATMENT TRAIN EVALUATION 5.4
The	mineral	treatment	train	is	shown	in	Figure	5‐6.	The	minerals	produced	are	calcium	sulfate	
(CaSO4,	gypsum)	and	magnesium	hydroxide	(Mg(OH)2).	The	process	units	in	this	treatment	train	
are	as	follows:	

 Gypsum	reactor	
 Gypsum	settler	
 Gypsum	settler	overflow	tank	
 Gypsum	vacuum	filter	drum	
 Magnesium	hydroxide	settler	
 Magnesium	hydroxide	homogenizer	
 Magnesium	hydroxide	storage	tank	
 Magnesium	vacuum	filter	drum	
 Vacuum	skid	

	

Figure 5‐6 Mineral Treatment Train 

Mineral	production	treatment	starts	with	calcium	sulfate	production.	Concentrate	from	the	potable	
water	NF	(4)	is	blended	with	concentrate	from	the	industrial	water	NF	(43)	(part	of	the	Industrial	
Water	train)	and	discharged	into	the	gypsum	reactor	tank.	This	tank	has	a	reactor	solids	content	of	
approximately	10	percent	and	a	hydraulic	residence	time	of	1	hour.	An	air	sparger	at	the	bottom	of	
the	tank	provides	aeration	to	enhance	mixing	and	remove	dissolved	carbon	dioxide	from	the	water.	
The	solids	content	and	mixing	in	the	tank	promote	formation	of	calcium	sulfate	crystals	that	are	
large	enough	(100	micron)	to	settle	in	the	gypsum	settler.	Two	other	streams	are	routed	to	the	
gypsum	reactor:	cooling	tower	blowdown	and	sodium	silicate	brine	from	the	silica	ion	exchange	
column	(16C)	(in	the	chemical	production	train).	The	intent	is	to	remove	fluoride	in	the	cooling	
tower	water	by	incorporation	as	calcium	fluoride	on	the	calcium	sulfate	crystals	and	to	remove	
silica	in	the	sodium	silicate	brine	by	co‐precipitation	with	calcium	sulfate.	

A	10	percent	solids	solution	(47)	is	routed	from	the	gypsum	reactor	to	the	gypsum	settler.	Caustic	
(NaOH)	is	added	to	the	gypsum	settler	to	raise	pH	to	8.5	–	9.		The	intent	is	to	induce	precipitation	of	
silica	as	magnesium	silicate	and	trace	amounts	of	iron	as	iron	hydroxide	and	iron	silicate.		
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Supernatant	from	the	gypsum	settler	(50)	overflows	to	the	gypsum	settler	overflow	tank.	Permeate	
from	the	industrial	water	NF	(42)	(in	the	industrial	water	section)	is	routed	to	the	tank	for	dilution	
to	reduce	calcium	sulfate	saturation	to	avoid	scaling	on	downstream	equipment.		Calcium	and	
sulfate	concentrations	are	monitored	to	provide	optimal	conditions	for	calcium	sulfate	
precipitation.	

A	portion	of	the	solids	underflow	from	the	gypsum	settler	(53)	is	returned	to	the	gypsum	reactor	to	
maintain	the	reactor	solids	concentration	high	enough	to	promote	calcium	sulfate	crystal	growth.	
The	remainder	(52)	is	pumped	to	the	gypsum	vacuum	filter	drum.	The	cake	is	washed	with	
industrial	NF	permeate	to	remove	dissolved	salts.	The	filter	cake	is	dried	by	having	air	drawn	
through	it	from	the	vacuum	pump	at	the	vacuum	skid.	A	solids	cake	with	5	percent	to	10	percent	
moisture	is	collected	in	a	roll‐off	bin	for	transport	and	sale.	The	filtrate	(49)	is	routed	to	the	gypsum	
settler,	and	the	spent	industrial	NF	permeate	is	heated	and	pumped	to	the	vacuum	drum	filter	for	
wash	water	(58).		

A	portion	of	the	gypsum	settler	supernatant	(45)	is	pumped	from	the	gypsum	settler	overflow	tank	
to	the	magnesium	hydroxide	settler.	The	remainder	is	pumped	to	the	industrial	water	NF.		Caustic	
is	added	to	the	filtrate	return	flow	from	the	vacuum	filter	drum	(61)	to	maintain	pH	in	the	settler	
between	10.0	and	10.5	to	induce	precipitation	of	magnesium	hydroxide.	Solids	in	the	mixing	section	
of	the	settler	are	maintained	at	5	–	10	percent	to	promote	magnesium	removal	by	crystal	growth	
and	avoid	formation	of	small	precipitates	by	spontaneous	nucleation.	Underflow	is	pumped	from	
the	bottom	of	the	magnesium	hydroxide	settler	to	the	magnesium	hydroxide	vacuum	filter	drum.	
Hydrochloric	acid	is	added	to	the	magnesium	hydroxide	settler	overflow	to	lower	pH	to	less	than	
8.5	to	reduce	magnesium	hydroxide	saturation.	

Solids	from	the	bottom	of	the	magnesium	hydroxide	settler	(62)	are	routed	to	the	magnesium	
hydroxide	vacuum	filter	drum.	The	vacuum	filter	drum	cake	is	rinsed	with	warm	RO	permeate	(59)	
then	dewatered	by	air	drawn	through	the	cake	from	the	vacuum	pump.	Air	and	filtrate	are	routed	to	
a	filtrate	receiver.	Air	is	routed	back	to	the	vacuum	pump	and	filtrate	is	routed	to	the	gypsum	
settler.	

The	dewatered	cake	(64)	(40	–	50	wt%	solids)	is	scraped	from	the	vacuum	drum	into	the	
homogenizer.	Recycled	magnesium	hydroxide	slurry	is	added	to	the	filter	cake	and	a	homogenizer	
pump	grinds	the	magnesium	hydroxide	crystals	to	produce	stable	magnesium	hydroxide	slurry.	
The	slurry	(66)	is	pumped	to	the	magnesium	hydroxide	storage	tank	and	from	there	pumped	to	
trucks	for	transport	and	sale	(67).	

 Review of the Mineral Treatment Train 5.4.1

The	technical	materials	provided	to	support	the	mineral	treatment	train	were	as	follows:	

 EWM	El	Paso	Process	Description	
 Process	Flow	Diagram	
 Mass	Balance	calculations	modeling	the	chemical	treatment	train	
 Two	laboratory	sedimentation	and	filtration	reports	from	studies	conducted	by	WesTech		

The	first	study	conducted	by	WesTech	was	a	bench‐scale	study,	and	the	second	was	a	pilot‐scale	
study.	Tests	were	conducted	at	WesTech’s	laboratory	in	Salt	Lake	City,	Utah.	As	was	the	case	with	
the	potable	water	train,	the	studies	were	conducted	based	on	the	treatment	process	as	previously	
conceived	rather	than	the	process	as	currently	configured.	Differences	between	the	process	tested	
and	the	proposed	process	and	implications	thereof	are	discussed	in	this	section.	
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The	treatment	approach	tested	at	bench‐	and	pilot‐scale	is	shown	in	Figure	5‐7.	IX	softener	brine	
would	be	mixed	with	NaOH	to	precipitate	magnesium	hydroxide,	and	supernatant	from	the	
magnesium	hydroxide	settler	would	be	discharged	to	the	gypsum	settler	and	mixed	with	NF	
concentrate	to	precipitate	gypsum.	In	testing,	lime	and	magnesium	chloride	(MgCl)	were	added	to	
the	magnesium	hydroxide	settler	to	induce	precipitation.	

	
Figure 5‐7 Mineral Production System (As Tested) 

The	proposed	treatment	train	is	shown	in	Figure	5‐8.	In	the	proposed	treatment	train,	brine	from	
the	IX	softener	(15)	in	the	chemical	recovery	train	(Figure	5‐5)	will	be	mixed	with	concentrate	from	
the	potable	water	NF	(4)	and	concentrate	from	the	industrial	NF	(43)	in	the	gypsum	settler	to	
precipitate	gypsum.	Supernatant	from	the	gypsum	settler	(45)	will	be	discharged	to	the	magnesium	
hydroxide	settler	and	mixed	with	NaOH	to	precipitate	magnesium	hydroxide.	
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Figure 5‐8 Mineral Production System (Proposed) 

The	bench‐scale	test	was	conducted	using	two	samples	created	in	the	lab	by	WesTech.	The	first	
sample	was	intended	to	simulate	magnesium	and	calcium	rich	IX	softener	brine	concentrate,	and	
the	second	was	intended	to	simulate	a	calcium	and	sulfate	rich	NF	concentrate.	The	sample	was	
mixed	with	lime,	caustic	and	magnesium	chloride.	Magnesium	hydroxide	underflow	from	the	settler	
was	15.85	wt%	solids.	A	sample	of	the	underflow	was	used	to	form	a	filter	cake	that	was	47	wt%	
solids.	

Gypsum	precipitates	in	the	following	reaction:	

2 ∙ 2 	

Whether	gypsum	precipitates	from	a	solution	and	how	much	precipitates	depends	on	the	
concentrations	of	the	calcium	ion	(Ca2+)	and	the	sulfate	ion	(SO42‐)	present	in	the	solution.	Gypsum	
precipitation	increases	as	calcium	and	sulfate	concentrations	increase.	The	ratio	of	these	two	ions	is	
also	important.	The	equation	above	shows	that	one	mole	of	calcium	reacts	with	one	mole	of	sulfate	
react	to	form	each	mole	of	gypsum.	Therefore	calcium	sulfate	precipitation	can	be	limited	by	a	
deficiency	of	either	ion.	

Magnesium	hydroxide	precipitates	in	the	following	reaction:	

2 	

The	precipitation	of	magnesium	hydroxide	depends	on	the	concentrations	of	magnesium	(Mg2+)	
and	hydroxide	((OH)2‐)	in	the	solution.	Magnesium	hydroxide	can	be	precipitated	from	solutions	
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with	sufficient	magnesium	by	adding	caustic	(NaOH)	to	increase	the	concentration	of	the	hydroxide	
ion.	

Water	quality	from	the	bench‐scale	test	is	compared	to	concentrations	in	the	mass	balance	
calculations	in	Table	5‐10.	For	the	gypsum	settler,	calcium	concentrations	are	slightly	higher	in	the	
test	but	sulfate	concentrations	were	low	relative	to	calcium.	When	calcium	and	sulfate	are	at	equal	
molar	concentrations,	the	mass	ratio	(mg/mg)	is	2.4	sulfate	to	1	calcium.	Therefore	gypsum	
precipitation	would	have	been	limited	by	sulfate	in	the	bench	test.	Conversely,	the	ratio	of	sulfate	to	
calcium	in	the	mass	balance	is	2.67,	a	much	more	ideal	ratio	for	efficient	precipitation	of	gypsum.	
Consequently,	gypsum	precipitation	in	the	MRP	should	be	at	least	as	efficient	as	that	observed	
during	the	bench‐scale	test.	For	the	magnesium	hydroxide	settler,	magnesium	was	higher	in	the	
test.	Nevertheless,	virtually	all	of	the	magnesium	shown	in	the	mass	balance	will	precipitate	with	
addition	of	sufficient	NaOH.	This	has	been	well	documented	in	softening	processes	for	decades,	and	
the	chemistry	is	well	understood.	

Table 5‐10 Comparison of Bench Test and Mass Balance Water Quality 

PARAMETER  GYPSUM SETTLER MAGNESIUM HYDROXIDE SETTLER

TEST  MASS BALANCE TEST MASS BALANCE

Chloride (mg/L)  34,882  9402 178,638 10,040

Sodium (mg/L)  8121  2672 10,966 3531

Potassium (mg/L)  50  63 288 63

Magnesium (mg/L)  1227  1956 20,454 3948

Calcium (mg/L)  11,162  3359 57,297 1884

Strontium (mg/L)  42  12 99 0

Barium (mg/L)  1  0 1 0

Sulfate (mg/L)  1457  8982 129 4737

	
Pilot‐scale	tests	were	conducted	with	a	brine	sample	from	the	pilot	study	IX	softener	and	
concentrate	from	the	pilot	study	NF	membrane.	In	the	first	step,	IX	softener	brine	was	mixed	with	
NaOH,	lime,	and	magnesium	chloride	(MgCl)	to	precipitate	magnesium	hydroxide.	Supernatant	
from	the	magnesium	hydroxide	settler	was	discharged	to	the	gypsum	settler	where	it	was	mixed	
with	NF	concentrate	to	precipitate	gypsum.	Water	quality	from	the	pilot‐scale	tests	was	not	given	in	
the	report	and	therefore	cannot	be	compared	to	the	mass	balance	water	quality.		

  Operation Experience with the Mineral Production Processes 5.4.2

Adding	NaOH	to	precipitate	magnesium	hydroxide	has	been	practiced	in	drinking	water	plants	for	
decades.	Gypsum	has	been	produced	for	decades	at	coal	fueled	power	plants	for	flue	gas	
desulfurization	(FGD)	treatment.	The	processes	used	in	FGD	to	produce	gypsum	are	similar	to	the	
processes	proposed	for	the	MRP.	

 INDUSTRIAL WATER TREATMENT TRAIN EVALUATION 5.5
The	industrial	water	treatment	processes	provide	makeup	water	for	the	plant.	Industrial	water	is	
the	only	one	of	the	four	product	categories	that	is	not	produced	for	income.	It	is	also	the	least	
complex	train.	The	processes	in	this	treatment	section	(highlighted	in	yellow	in	Figure	5‐1)	are	as	
follows:	
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 Industrial	nanofiltration	(NF)	membrane	system	
 Brackish	water	RO	(BWRO)	

A	portion	of	the	discharge	from	the	gypsum	settler	overflow	tank	is	dosed	with	antiscalant	and	
4%wt	HCl	produced	in	the	MRP	to	lower	pH	to	4.	The	treated	water	is	pumped	through	a	5	micron	
cartridge	filter	to	remove	particulates	and	then	fed	to	the	industrial	NF.	Concentrate	from	the	NF	is	
discharged	to	the	gypsum	precipitation	tank,	and	permeate	is	discharged	to	the	permeate	tank.	

A	portion	of	the	permeate	flow	from	the	SWRO	in	the	chemical	production	train	is	fed	to	the	BWRO.	
Permeate	from	the	BWRO	is	used	for	makeup	water,	and	the	concentrate	is	discharged	to	the	
permeate	tank.		

 Review of the Industrial Water Treatment Train 5.5.1

The	technical	materials	provided	to	support	the	industrial	treatment	train	were	as	follows:	

 EWM	El	Paso	Process	Description	
 Process	Flow	Diagram	
 Mass	Balance	calculations		
 Computer	simulation	results	for	the	Industrial	NF		

 Operation Experience with the Industrial Water Processes 5.5.2

Use	of	NF	and	RO	membranes	to	desalinate	water	is	common.	The	performance	and	operational	
requirements	are	well	known,	and	there	is	nothing	in	this	application	that	is	outside	of	standard	
practice.	

 PRODUCT SPECIFICATIONS 5.6
The	treatment	goal	is	to	produce	the	following	products:	

 Potable	water	
 Chemicals	(hydrochloric	acid	and	caustic)	
 Minerals	(gypsum	and	magnesium	hydroxide)	
 Industrial	water	

Product	specifications	were	prescribed	in	the	Basis	of	Design	Report	provided	by	EWM.	In	this	
section,	treatment	goals	for	the	quantity	and	quality	of	products	are	compared	to	the	expected	
production	reported	in	the	mass	balance	calculations.	For	several	of	the	products	it	has	been	noted	
that	the	product	must	be	certified	to	NSF	International	(NSF)	60	standards,	which	are	the	criteria	
for	safe	use	in	potable	water	applications.	The	NSF	60	approval	process	has	been	initiated	for	each	
of	these	products.	NSF	International	will	conduct	laboratory	testing	on	the	actual	product	before	
certifying	the	product	for	NSF	60	use.	

 Potable Water 5.6.1

Water	quality	and	quantity	for	the	potable	product	water	are	shown	in	Table	5‐11.	The	mass	
balance	potable	water	product	is	the	potable	water	EDR	product,	shown	on	the	PFD	as	stream	7.	
The	potable	water	product	will	be	returned	to	KBH	Desalination	Plant.	All	parameters	meet	the	
goal.	According	to	the	mass	balance	calculation,	the	MRP	will	produce	1.15	mgd	of	product	water	
from	1.25	mgd	feedstock.	For	EWM’s	guaranteed	case	of	1.35	mgd	feedstock	(see	Section	10.3),	the	
MRP	is	expected	to	produce	1.24	mgd	of	product	water,	and	for	the	expected	case	of	1.43	mgd	
feedstock	from	the	KBH	Desalination	Plant,	the	MRP	should	produce	1.32	mgd	of	product	water.	
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Table 5‐11 Comparison of Product Water Standards to Mass Balance Water Quality 

PARAMETER  GOAL  MASS BALANCE

Chloride (mg/L)  300 max  245

Sulfate(mg/L)  300 max  7

Boron (mg/L)  3 max  1.3

Bromide (mg/L)  0.1 max  0.08

Fluoride (mg/L)  0.3 max  0.16

Arsenic (mg/L)  0.01 max  0.00

TDS (mg/L)  690 max  569

pH  7  7

 Product Hydrochloric Acid 5.6.2

Standards	for	the	hydrochloric	acid	product	are	compared	to	values	in	the	mass	balance	
calculations	in	Table	5‐12.	According	to	the	mass	balance,	the	HCl	produced	will	meet	all	of	the	
quality	standards	for	purity.	All	impurities	are	listed	as	zero	in	the	mass	balance	calculation.	The	
strength	of	the	HCl	in	the	mass	balance	calculation	is	35	percent.	An	additional	requirement	is	that	
the	HCl	produced	in	the	MRP	must	be	certified	to	NSF	International	(NSF)	60	standards,	which	are	
the	criteria	for	safe	use	in	potable	water	applications.	According	to	the	mass	balance	calculations,	
production	of	HCl	in	the	MRP	will	be	30.6	short	tons	(tons)	per	day	as	35	wt%	HCl	from	1.25	mgd	
feedstock.	For	the	Project’s	guaranteed	case	treating	1.35	mgd	feedstock,	the	mass	balance	
calculations	indicate	production	of	33.1	short	tons	per	day	as	35	wt%	HCl,	and	at	expected	
production	treating	1.43	mgd	feedstock,	the	mass	balance	calculations	indicate	a	production	of	35.1	
short	tons	per	day	as	35	wt%	HCl.	

Table 5‐12 Comparison of Hydrochloric Acid Product Standards to Mass Balance Values 

PARAMETER  GOAL  MASS BALANCE

HCl content (wt%)  34.2 ‐ 35  35

Sodium (mg/L)  30 max  0

Arsenic (μg/L)  10 max  0

Sulfate (mg/L)  20 max  0

Silica as SiO2 (mg/L)  10 max  0

Quantity produced (tons/d)    30.6

 Product Caustic 5.6.3

Standards	for	the	hydrochloric	acid	product	are	compared	to	values	in	the	mass	balance	
calculations	in	Table	5‐13.	In	addition	the	NaOH	produced	in	the	MRP	must	be	NSF	60	certified.	The	
strength	of	the	NaOH	in	the	mass	balance	calculation	is	50	percent.	According	to	the	mass	balance,	
the	NaOH	produced	will	meet	all	of	the	quality	standards	for	purity.	All	impurities	are	listed	as	zero	
in	the	mass	balance	calculation.	According	to	the	mass	balance	calculations,	production	of	NaOH	in	
the	MRP	will	be	30.4	short	tons	per	day	as	contained	NaOH	from	1.25	mgd	feedstock.	For	the	
guaranteed	case	treating	1.35	mgd	feedstock,	the	MRP	should	produce	32.8	short	tons	per	day	
caustic	and	for	the	expected	case	with	1.43	mgd	feedstock,	the	MRP	should	produce	34.8	short	tons	
per	day	caustic.	
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Table 5‐13 Comparison of Caustic Product Standards to Mass Balance Values 

PARAMETER  GOAL  MASS BALANCE

NaOH content (wt%)  50 min  50

Sulfate (mg/L)  1 max  0

Silica as SiO2 (mg/L)  100 max  0

Na2CO3 (wt%)  0.2 max  0

Iron (mg/L)  1 max  0

Quantity produced (tons/d)    30.4

 Product Gypsum 5.6.4

Standards	for	the	gypsum	product	are	compared	are	shown	in	Table	5‐14.	By	the	mass	balance	
calculations,	the	purity	of	gypsum	produced	will	be	98	percent	and	free	moisture	will	be	nine	
percent.	Gypsum	production	will	be	19.8	short	tons	per	day	as	calcium	sulfate	solution	from	1.25	
mgd	feedstock.	For	the	guaranteed	case,	the	Project	is	expected	to	produce	21.4	short	tons	of	
gypsum	per	day,	and	in	the	expected	case,	the	Project	should	produce	22.7	short	tons	of	gypsum	per	
day.		This	solution	grade	gypsum	will	likely	be	marketed	to	agricultural	end‐users.	

Table 5‐14 Comparison of Gypsum Product Standards to Mass Balance Values 

PARAMETER  GOAL MASS BALANCE

CaSO4 ∙ 2H20  purity (wt%)  97 min 98

Free moisture (wt%)  5 – 10 9

Particle size passing 100 mesh (%)  70 – 90

 Product Magnesium Hydroxide Slurry 5.6.5

Specifications	for	the	magnesium	hydroxide	product	are	shown	in	Table	5‐15.	The	mass	balance	
calculations	show	a	Mg(OH)2	solids	content	of	55	percent	compared	to	a	minimum	solids	content	of	
53	percent	in	the	specifications.	The	mass	balance	calculations	indicate	that	Mg(OH)2	generation	in	
the	MRP	is	expected	to	be	2.1	short	tons	per	day	as	contained	magnesium	hydroxide	from	1.26	mgd	
feedstock.	This	corresponds	to	expected	production	of	2.3	short	tons	of	magnesium	hydroxide	per	
day	in	the	guaranteed	case	and	2.4	short	tons	per	day	in	the	expected	case.	

Table 5‐15 Magnesium Hydroxide Product Specifications 

  SPECIFICATIONS 

PARAMETER  TYPICAL  MAXIMUM  MINIMUM 

MgO (wt%)  98.4  

CaO (wt%)  0.65 1.00  

SiO2 (wt%)    1.0  

Al2O3 (wt%)    1.0  

Mg(OH)2 Solids (wt%)  56  53 

Density (lb/gal)  12.3 11.9 

Viscosity cP1  200  400 120 
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  SPECIFICATIONS 

PARAMETER  TYPICAL  MAXIMUM  MINIMUM 

1. Brookfield viscometer model VT #3 spindle at 100 rpm, 60 seconds 70 °C

 Dilute Caustic 5.6.6

Standards	for	the	dilute	caustic	are	shown	in	Table	5‐16.	The	caustic	will	be	produced	for	internal	
use	in	the	Project	and	must	be	NSF	60	certified.		In	the	mass	balance	calculations,	NaOH	strength	
slightly	exceeds	the	goal.	This	is	not	detrimental.	A	stronger	NaOH	solution	can	be	used	or	the	
process	can	be	adjusted	to	produce	four	percent	NaOH.	The	NaCl	impurity	slightly	exceeds	the	goal.	
This	can	be	corrected	with	process	adjustment.	From	the	mass	balance	calculations,	production	of	
dilute	NaOH	for	use	in	the	MRP	is	expected	to	be	7.6	short	tons	per	day	as	4	wt%	NaOH	treating	
1.26	mgd	feedstock,	which	scales	to	8.0	short	tons	per	day	in	the	guaranteed	case	and	8.6	short	tons	
per	day	as	4	wt%	NaOH	for	the	expected	case.	The	amount	of	4	wt%	NaOH	produced	will	meet	the	
MRP	requirements.	

Table 5‐16 Comparison of Dilute Caustic Standards to Mass Balance Values 

PARAMETER  GOAL  MASS BALANCE

NaOH content (wt%)  3 ‐ 4  4.9

NaCl (wt%)  0.8 max  1.2

Sulfate (mg/L)  10 max  0

Silica as SiO2 (mg/L)  10 max  0

Na2CO3 (wt%)  0.02 max  0

Quantity produced tons/d 
as solution 

  7.6

 Dilute Hydrochloric Acid 5.6.7

Standards	for	the	dilute	hydrochloric	acid	are	shown	in	Table	5‐17.	The	dilute	HCl	will	be	produced	
for	internal	use	in	the	plant	and	must	be	NSF	60	certified.		In	the	mass	balance	calculations,	HCl	
strength	slightly	exceeds	the	goal.	This	is	not	detrimental.	A	stronger	HCl	solution	can	be	used	or	
the	process	can	be	adjusted	to	produce	four	percent	HCl.	The	NaCl	impurity	meets	the	goal.	From	
the	mass	balance	calculations,	production	of	dilute	HCl	for	use	in	the	MRP	is	expected	to	be	1.6	
short	tons	per	day	as	4	wt%	HCl	treating	1.25	mgd	feedstock,	which	scales	to	1.7	short	tons	per	day	
for	the	guaranteed	case	and	1.8	short	tons	per	day	as	4	wt%	HCl	for	the	expected	case.	The	amount	
of	4	wt%	HCl	produced	will	meet	the	MRP	requirements.	

Table 5‐17 Comparison of Dilute Hydrochloric Acid Standards to Mass Balance Values 

PARAMETER  GOAL  MASS BALANCE

HCl content (wt%)  3 ‐ 4  4.5

NaCl (wt%)  0.4 max  0.3

NaHSO4 (wt%)  0.04 – 0.2  0

Quantity produced tons/d 
as solution 

  1.6
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 Industrial Water 5.6.8

Industrial	water	produced	will	be	used	within	the	plant	for	various	purposes.	There	were	no	
specifications	established	for	this	product,	but	in	general	it	will	be	demineralized	water	and	the	
specific	quality	requirements	will	vary	by	intended	use.	

 TECHNOLOGY CONCLUSIONS 5.7
Based	on	the	review	herein,	Black	&	Veatch	is	of	the	opinion	that:	

 Although	MRP	is	a	new	concept,	the	technologies	used	in	the	process	are	established	technologies	
with	a	history	of	proven	performance.		

 Based	on	the	tests	conducted,	the	equipment	vendor	guarantees,	the	mass	balance	calculations,	
and	the	computer	simulations,	the	MRP	appears	to	be	capable	of	producing	the	products	
discussed	herein	in	the	quantities	and	qualities	envisioned	for	the	Project.		
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6 Engineering and Design 
The	engineering	and	design	of	the	Project	comprises	the	major	equipment	and	the	technical	design	
features	of	the	major	equipment.	This	section	reports	the	results	of	the	engineering	and	design	
assessment.	

 PROJECT SITE 6.1

 General Site Description 6.1.1

The	Project	will	be	built	adjacent	to	the	KBH	Desalination	Plant	on	approximately	6.29	acres	of	land	
owned	by	the	City.	The	Project	is	located	approximately	seven	miles	northeast	of	downtown	El	Paso	
as	shown	in	Figure	1‐1,	and	three	miles	east	of	the	El	Paso	International	Airport’s	terminal	facilities.	
The	Project	site	and	its	immediate	surroundings	are	mostly	undeveloped	scrubland,	except	for	the	
KBH	Desalination	Plant,	as	depicted	in	Figure	6‐1	below.	

	

Figure 6‐1 Project Site Location (Source: Geotechnical Report) 

 Geotechnical Report and Subsurface Conditions 6.1.2

A	geotechnical	investigation	was	performed	by	Professional	Services	Industries	(PSI),	with	the	
resulting	report	dated	June	15,	2015	(Geotechnical	Report).		The	investigation	was	primarily	
focused	on	the	following	load	items:	

 50,000	sq	ft	steel	building	
 75,000	gal	water	storage	tank	

Project Site 

KBH Desalination Plant
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 150,000	gal	water	storage	tank	

Five	test	borings	were	drilled	within	the	building	foot	print	to	a	depth	of	31.5	feet.		A	single	boring	
was	drilled	at	the	center	of	each	tank	to	a	depth	of	51.5	feet.		Soil	samples	are	generally	
characterized	as	silty	sands,	silty	clayey	sands,	and	poorly	graded	sands.		PSI	recommended	spread	
foot	foundations	with	engineered	fill	to	a	depth	at	least	three	feet	below	the	foundations.	

The	Geotechnical	Report	provides	for	recommendations	for	foundations	that	are	supported	by	data	
and	information	included	in	the	report.	In	Black	&	Veatch’s	opinion,	the	Geotechnical	Report	should	
be	sufficient	to	provide	an	experienced	designer	with	the	information	reasonably	required	to	
complete	the	civil	and	structural	designs.		

 MAJOR EQUIPMENT 6.2
This	section	summarizes	Black	&	Veatch’s	review	of	the	major	equipment	proposed	for	use	in	the	
Project.	The	following	subsections	describe	the	equipment	needed	for	the	water	production,	
chemical	production	and	mineral	production	processes	described	in	Section	5	and	the	equipment	
needed	to	generate	the	electricity	and	steam	required	to	operate	the	Project.	

 Water Treatment Equipment 6.2.1

The	major	water	treatment	equipment	falls	into	the	following	four	categories:	

 Membranes	
 Ion	exchange		
 Precipitation	processes	
 Evaporators	

 Membrane Processes 6.2.1.1

The	membrane	processes	are	as	follows:	

 Potable	NF	
 Potable	EDR	
 SWRO	
 EDBM	
 Industrial	NF	
 Gypsum	SWRO	

The	results	of	the	Winflows	simulation	for	the	potable	NF	shows	that	the	proposed	design	meets	
manufacturer’s	recommended	standards.	The	potable	NF	will	comprise	three	stages	in	a	13	x	9	x	4	
array.	Each	vessel	will	contain	6	MUNI‐NF‐400	membranes	by	GE.	There	will	be	a	total	of	26	
pressure	vessels	housing	156	membranes.	Average	flux	(unit	flow	per	membrane	area)	per	stage	
will	be	14.1	gfd	(gallons	per	square	foot	of	membrane	area	per	day)	in	Stage	1,	10.4	gfd	in	Stage	2,	
and	4.4	gfd	in	Stage	3.	The	feed	pressure	will	be	106	psi,	and	the	total	power	consumption	will	be	
38	kW.	Recovery	will	be	85	percent.	Flows	will	be	573	gpm	feed,	463	gpm	permeate,	and	81	gpm	
concentrate.	Design	of	the	potable	water	NF	system	is	consistent	with	accepted	industry	practice.	

The	WATSYS	simulation	results	for	the	potable	EDR	show	that	the	proposed	design	meets	
manufacturer’s	recommended	standards.	The	EDR	stack	will	comprise	four	stages.	Each	stage	will	
contain	600	cell	pairs.	The	system	is	expected	to	achieve	87	percent	recovery.	Product	water	flow	
will	be	760	gpm	and	concentrate	flow	will	be	114	gpm.	A	voltage	of	approximately	430	kW	will	be	
applied	to	each	stage.	The	total	power	consumption	is	expected	to	be	22.5	kWh	per	thousand	
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gallons	of	water	treated.	The	manufacturer	has	confirmed	that	this	design	is	appropriate	for	the	
intended	use.				

The	results	of	the	Winflows	simulation	for	the	SWRO	show	that	the	proposed	design	meets	
manufacturer’s	recommended	standards.	The	SWRO	will	comprise	two	passes.	The	first	pass	
comprises	one	stage	of	nine	vessels	each	containing	seven	membranes.	The	second	pass	comprises	
two	stages.	The	first	stage	is	three	vessels	each	containing	six	membranes.	Recovery	in	the	first	pass	
is	30	percent,	and	recovery	in	the	second	pass	is	90	percent.	The	total	system	recovery	is	36	
percent.	The	SWRO	flows	are	333	gpm	feed,	120	gpm	permeate,	and	213	gpm	concentrate.	The	feed	
pressure	will	be	1066	psi,	and	there	will	be	a	pressure	exchange	energy	recovery	device	to	recover	
some	of	the	energy	from	the	first	pass	concentrate.		

The	results	of	the	Winflows	simulation	for	the	Industrial	NF	show	that	the	proposed	design	meets	
manufacturer’s	recommended	standards.	The	Industrial	NF	will	comprise	two	passes,	and	each	
pass	will	comprise	two	stages.	Pass	one	will	have	one	stage	of	nine	vessels	followed	by	a	second	
stage	of	five	vessels.	Pass	two	will	have	one	stage	of	six	vessels	followed	by	a	second	stage	of	three	
vessels.	Each	vessel	will	contain	six	membranes.	There	will	be	a	total	of	23	vessels	and	138	
membranes.	The	total	system	recovery	will	be	48	percent.	The	flows	are	397	gpm	feed,	189	gpm	
permeate,	and	208	gpm	concentrate.	Average	flux	is	11.6	gfd	in	the	first	pass	and	12.6	gfd	in	the	
second	pass.	The	feed	pressure	will	be	216	psi.	The	manufacturer	has	confirmed	that	this	design	is	
appropriate	for	the	intended	use.				

The	results	of	the	Winflows	simulation	for	the	Gypsum	SWRO	show	that	the	proposed	design	meets	
manufacturer’s	recommended	standards.	The	Gypsum	SWRO	will	comprise	one	pass	with	three	
stages.	Stage	1	will	have	six	vessels,	Stage	2	four,	and	Stage	3	two.	Each	vessel	will	contain	four	
membranes.	There	will	be	a	total	of	12	vessels	and	48	membranes.	The	total	system	recovery	will	
be	72	percent.	The	flows	are	188	gpm	feed,	135	gpm	permeate,	and	53	gpm	concentrate.	Average	
flux	is	11.4	gfd	in	Stage	1,	11.4	gfd	in	Stage	2,	and	7.8	gfd	in	Stage	3.	The	manufacturer	has	
confirmed	that	this	design	is	appropriate	for	the	intended	use.				

 Ion Exchange 6.2.1.2

Three	are	four	IX	steps:	softening	IX,	chelating	IX,	arsenic	IX,	and	silica	IX.	Important	design	
parameters	for	IX	include	empty	bed	contact	time	(EBCT)	and	surface	flow	rate	(SFR).	EBCT	is	a	
measure	of	the	hydraulic	residence	time	of	the	bed	if	there	were	no	media	in	the	bed.	SFR	is	the	
feed	flow	rate	per	volume	of	resin.	Typical	service	flow	rates	for	IX	resins	range	from	1	gpm/ft3	to	5	
gpm/ft3.	Design	values	for	the	IX	columns	are	within	accepted	design	ranges.	

Design	parameters	for	the	four	IX	systems	are	summarized	in	Table	6‐1.	

Table 6‐1 Design Parameters for the IX Systems 

PARAMETER  SOFTENING CHELATING ARSENIC  SILICA

Feed Flow (gpm)  338 203 203  203

Vessel Diameter (ft)  8 12 4 4

Number of Vessels  4 2 6 6

Resin volume per vessel (ft3)  75 100 27  27

Flow per vessel (1 in regeneration mode)  113 203 41  41

Empty bed contact time (min)  5.0 3.7 5.0  5.0

Service flow rate (gpm/ft3)  1.5 2.0 1.5  1.5
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 Precipitation Processes 6.2.1.3

The	precipitation	processes	are	the	gypsum	settler	and	the	magnesium	hydroxide	settler	in	the	
mineral	production	train.	Each	of	these	processes	was	pilot	tested	to	develop	settling	rates	for	
gypsum	and	magnesium	hydroxide.	

The	design	parameters	of	the	gypsum	settler	are	shown	in	Table	6‐2.	From	the	mass	balance	
calculations,	the	feed	stream	will	be	approximately	11.5	wt%	solids.	The	pilot	study	was	conducted	
with	feed	solids	concentrations	between	6.8	wt%	and	12.6	wt%.	The	observed	settling	rate	at	12.6	
wt%	was	3.8	gpm/ft2.	Consequently,	settling	in	the	full‐scale	settler	designed	for	a	surface	loading	
rate	of	1.9	gpm/ft2	should	perform	better	than	the	pilot.	

Table 6‐2 Design Parameters for the Gypsum Settler 

PARAMETER  VALUE

Tank diameter (ft)  18

Tank volume (gal)  30,000

Number of tanks  1

Flow (gpm)  454

Surface loading rate (gpm/ft2)  1.9

Hydraulic detention time (min)  66

The	design	parameters	of	the	magnesium	hydroxide	settler	are	shown	in	Table	6‐3.	The	settler	used	
for	magnesium	hydroxide	will	be	a	lamella	plate	clarifier	(Supersettler	by	WesTech.	For	lamella	
plates,	surface	loading	rate	is	measured	as	the	loading	rate	on	the	projected	horizontal	surface	area	
of	the	lamella	plates.).		From	the	mass	balance	calculations,	the	feed	stream	will	be	approximately	
2.7	percent	solids,	and	the	feed	flow	rate	will	be	approximately	186	gpm.	The	Supersettler	model	
proposed	has	a	horizontal	projected	plate	area	of	516	ft2.	The	loading	rate	on	the	plates	will	be	0.36	
gpm/ft2.	

Table 6‐3 Design Parameters for the Magnesium Hydroxide Settler 

PARAMETER  VALUE

Settler type  lamella plate

Projected plate area (ft2)  516

Number of settlers  1

Flow (gpm)  185.7

Plate efficiency (%)  100

Plate loading rate (gpm/ft2)  0.36

 Cogeneration Equipment 6.2.2

The	Project	will	utilize	a	small	combustion	turbine	and	heat	recovery	steam	generator	to	provide	
the	primary	source	of	electricity	and	process	steam	for	the	facility.		As	the	Project	will	not	have	a	
tie‐in	to	the	electrical	grid,	additional	backup	generators	will	provide	standby	and	emergency	
backup	power.		An	auxiliary	boiler,	rated	at	6,900	lb	per	hour,	will	provide	process	steam	when	the	
combustion	turbine	is	not	in	operation.	
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 Combustion Turbine 6.2.2.1

Natural	gas‐fired	combustion	turbine	generators	(CTGs)	are	the	primary	building	block	for	many	
modern	power	stations.		CTGs	are	highly	sophisticated	power	generating	machines	that	operate	
according	to	the	Brayton	thermodynamic	power	cycle	and	are	referred	to	as	simple	or	open	cycle.		
CTGs	fire	natural	gas	or	fuel	oil	and	produce	power	by	exhausting	combustion	gases	through	a	
power	turbine	that	is	directly	coupled	to	a	generator.		The	CTG	includes	a	multistage	compressor	
that	supplies	pressurized	ambient	air	to	the	combustion	system.		A	substantial	portion	of	the	fuel	
energy	is	lost	to	the	atmosphere	in	the	form	of	hot	(750	to	1,120°	F)	gases	exiting	the	turbine	
exhaust.		This	high	temperature	exhaust	gas	is	directed	to	a	heat	recovery	steam	generator	to	
produce	steam	for	the	facility.	

The	popularity	of	CTGs	has	been	widely	established	in	both	the	domestic	and	international	power	
generation	markets.		Advantages	to	simple	cycle	CTG	projects	are	their	low	capital	cost,	their	short	
design	and	installation	schedules,	and	wide	availability.		CTGs	are	mass	flow	devices,	and	thus,	their	
performance	changes	with	ambient	conditions.		Generally	speaking,	as	temperatures	rise,	CTG	
efficiency	and	output	decrease	due	to	the	lower	density	of	the	air.		To	lessen	the	impact	of	this	
negative	characteristic,	most	conventional	power	plants	now	include	inlet	air	cooling	systems	to	
boost	plant	performance	at	higher	ambient	temperatures.	

The	Project	intends	to	utilize	a	Taurus	70	combustion	turbine	and	generator	set.		Black	&	Veatch	
has	reviewed	the	technical	proposal	provided	by	Solar	Turbines	International	Company,	dated	June	
10,	2015.	The	Taurus	70	gas	turbine	consists	of	a	14‐stage,	axial‐flow	compressor,	an	annular	
combustor	with	12	individual	SoloNOx	burners,	a	two‐stage,	and	a	three‐stage,	reactive	turbine.	
The	turbine	operates	at	a	nominal	speed	of	3,600	rpm.	The	generator	is		coupled	to	a	gear	box	
connected	to	the	inlet	side	of	the	compressor,	and	is	rated	at	8125	kVA	at	4,160V,	60	Hz,	and	a	0.8	
power	factor.		The	proposed	scope	of	supply	includes	the	following	equipment:	

 CTG	with	equipment	enclosure	
 Fuel	gas	skid	
 Lube	oil	cooler	skid	
 Turbotronic	4	control	system	
 Starting	motor	
 Inlet	evaporative	cooling	system.	

The	proposed	nominal	CTG	performance	provided	by	Solar	Turbines	is	summarized	in	Table	6‐4.	

Table 6‐4 CTG Performance Summary 

PERFORMANCE CASE  AMBIENT TEMPERATURE, °F NET OUTPUT, KWH

1  0  7,821

2  32 7,238

3  50 6,854

4*  65 6,790

5*  96 6,502

6*  110 6,244

* ‐ with inlet evaporative cooling turned on.
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The	proposed	CTG	emissions	provided	by	Solar	Turbines	are	summarized	in	Table	6‐5.	

Table 6‐5 CTG Air Emissions 

AIR CONSTITUENT  EMISSIONS*, PPMV

NOx  15

CO  25

UHC  25

* ‐ Guarantee applicable between 100 and 50 percent load

	
Black	&	Veatch	believes	the	selected	CTG	represents	a	good	fit	to	the	electrical	loads	anticipated	by	
EWM.		At	periods	of	high	ambient	temperatures	or	high	electrical	demand,	the	Project	may	require	
the	usage	of	the	back‐up	generators	to	provide	supplementary	load.		In	the	event	that	the	
combustion	turbine	is	unavailable	due	to	planned	or	forced	outage,	the	process	equipment	will	also	
be	unavailable.	

 Heat Recovery Steam Generator 6.2.2.2

The	Project	intends	to	utilize	a	Rentech	heat	recovery	steam	generator	(HRSG).		The	HRSG	includes	
an	economizer,	evaporator,	steam	drum,	50	foot	tall	exhaust	stack,	and	an	Allen	Bradley	Logix	PLC	
control	system.		The	guaranteed	performance	from	the	Rentech	proposal	is	summarized	in	Table	
6‐6.	

Table 6‐6 HRSG Performance 

CATEGORY  GUARANTEE*

Steam Flow  32,200 lb/hr

Pressure  150 psig

Temperature  Sat. Steam

* ‐ Based on CT exhaust flow of 182,520 lb/hr at 985°F

 Back‐up Generators 6.2.2.3

The	Project	will	include	two	gas‐fired	backup	generators	manufactured	by	Generac.		Each	generator	
is	sized	to	provide	200	kW	of	supplemental	or	emergency	power.		The	backup	generators	are	not	of	
a	sufficient	size	to	provide	backup	power	for	the	entire	process.		

 Auxiliary Boiler 6.2.2.4

In	addition	to	the	HRSG,	the	Project	will	include	a	gas‐fired	auxiliary	boiler	manufactured	by	
Cleaver‐Brooks.		The	boiler	is	designed	to	provide	6,900	lb/hr	at	150	psig.	This	boiler	is	intended	to	
be	operated	continuously	to	provide	supplemental	steam	to	the	HRSG.		This	allows	the	CTG	to	
follow	the	plant	electrical	load	and	the	aux	boiler	to	follow	steam	demand.		The	auxiliary	boiler	is	
not	large	enough	to	provide	100	percent	of	the	steam	requirements	of	the	Project	with	the	
CTG/HRSG	out	of	operation.			

 Technology Conclusions 6.2.3

 Black	&	Veatch	reviewed	the	water	treatment	equipment	and	found	it	to	be	adequately	sized	for	
the	intended	purposes.	
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 Black	&	Veatch	reviewed	the	energy	and	steam	production	equipment	and	found	the	equipment	
to	be	adequately	sized	for	the	intended	purposes.		Black	&	Veatch	notes	that	the	emergency	
generators	and	auxiliary	boiler	are	not	large	enough	to	meet	the	process	requirements	of	the	
Project.		Any	forced	outage	of	the	combustion	turbine,	while	anticipated	to	be	infrequent,	will	
cause	an	outage	of	the	process	facility.	Black	&	Veatch	notes	that	the	Financial	Model	does	not	
explicitly	include	forced	outage	rate	assumptions	for	the	energy	and	steam	production	
equipment,	but	does	include	an	allowance	in	the	Guaranteed	Case	and	Expected	Case	for	two	
weeks	of	downtime,	and	further	in	the	Expected	Case	for	two	weeks	of	reduced	operation.		
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7 Engineering, Procurement and Construction 
The	engineering,	procurement	and	construction	services	for	the	Project	will	be	provided	under	
multiple	equipment	supply,	construction	and	construction	management	contracts.	EWM	P1	has	
contracted	the	design	and	engineering	to	NorrisLeal	and	AECOM,	and	has	engaged	NorrisLeal	as	the	
construction	manager.	EWM	P1	plans	to	issue	approximately	45	purchase	orders	for	the	
equipment,	though	none	have	yet	been	placed,	and	to	execute	multiple	construction	contracts.	

This	section	provides	Black	&	Veatch’s	findings	and	opinions	with	respect	to	the	engineering,	
procurement	and	construction	of	the	Project.		

 PROJECT DESIGN AND ENGINEERING 7.1
EWM	contracted	with	NorrisLeal	and	AECOM	for	Project	preliminary	design	and	engineering.	
NorrisLeal	provided	design	and	engineering	services	for	the	membrane	and	ion	exchange	
processes,	while	AECOM	focused	on	the	solids	processing,	hydrochloric	acid	and	caustic	
evaporators,	and	the	utility	systems.	The	preliminary	Project	design	was	completed	prior	to	pilot	
testing.	NorrisLeal	and	AECOM	have	updated	their	preliminary	designs	based	on	pilot	test	results,	
and	to	lower	the	Project’s	capital	costs	and	operational	risk.		

EWM	P1	plans	to	execute	a	master	services	agreement	with	NorrisLeal	to	have	NorrisLeal	and	its	
subcontractors	finalize	the	design	details	following	financial	close	for	the	Project	(including	final	
pump,	piping,	mechanical,	foundation,	electrical	and	control	system	designs,	as	well	as	the	detailed	
equipment	layout,	roads	and	access,	and	building	designs).	The	draft	master	services	agreement	
dated	October	9,	2015,	and	draft	work	order	dated	October	12,	2015,	includes	a	cap	on	time	and	
materials	compensation	of	$427,000	for	the	engineering	services	to	fill	out	the	balance	of	plant	
design,	including:	

 Structural	design	of	equipment	pads	and	mechanical	drawings	including	equipment	and	piping	
for	caustic	and	acid	evaporators,	caustic	centrifuge,	HCl	concentrator,	sulfuric	acid	unloading	
storage	tank,	gypsum	dewatering,	magnesium	processing,	magnesium	hydroxide	storage,	caustic	
and	acid	loading,	cooling	water,	combustion	turbine	

 Equipment	and	piping	specifications,	mechanical	drawings	for	Project	utilities	
 Piping	design	for	the	Project	to	extend	to	interfaces	with	other	contractors,	including	the	natural	
gas	supply	line	from	the	EPNG	metering	station,	and	other	interfaces	within	the	Project	property.	
None	of	NorrisLeal’s	piping	designs	will	extend	outside	the	leased	property	site	except	for	the	
potable	water	supply	line	and	sanitary	sewer	line,	which	extend	to	the	driveway	right‐of‐way.		

NorrisLeal	will	provide	engineering	support	services	through	construction	including	submittal	
review,	periodic	on‐site	inspections,	final	inspection,	and	preparation	of	as‐built	drawings.	
NorrisLeal’s	engineering	services	are	scheduled	to	be	90	percent	complete	by	March	30,	2016,	and	
100	percent	complete	by	May	20,	2016.	

 EQUIPMENT SUPPLY 7.2
As	part	of	their	agreement	with	EWM,	NorrisLeal	and	AECOM	have	also	negotiated	with	equipment	
providers	to	develop	the	quote	book	for	the	Project,	which	has	binding	quotes	and	specifications	for	
the	equipment,	materials	and	onsite	construction	labor	to	build	the	Project.	As	construction	
manager,	NorrisLeal	will	procure	on	behalf	of	EWM	P1	all	the	equipment	for	the	Project	in	
accordance	with	the	Project	schedule.	Black	&	Veatch	has	summarized	key	technical	and	
commercial	terms	from	the	major	equipment	packages	in	the	following	sub‐sections.	The	
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electrodialysis	reversal	package	(EDR),	the	bipolar	electrodialysis	package	(BPED),	the	mineral	
settler	package,	the	gas	turbine	generator	package,	and	the	heat	recovery	steam	generator	(HRSG)	
are	described	below.	

 Electrodialysis Reversal Package 7.2.1

GE	submitted	a	proposal	to	EWM	P1	and	NorrisLeal	as	construction	manager	to	provide	the	EDR	
train	for	the	Project,	dated	September	30,	2015	(EDR	Proposal).	The	EDR	Proposal	remains	valid	
until	December	31,	2015.		

Per	the	EDR	Proposal,	GE	agrees	to	supply	the	equipment	necessary	for	the	EDR	train	including:	
one	60	hp	feed	pump	with	a	capacity	of	900	gpm	at	70	psi;	EDR	system	with	four	stages,	four	stacks	
and	32	cells	per	stack;	clean‐in‐place	(CIP)	system	with	1500	gallon	tank	and	a	40	hp	pump	with	
785	gpm	capacity	at	55	psi	and	cartridge	filtration;	chemical	feed	system	with	one	hydrochloric	
acid	package	and	one	antiscalant	dosing	pump	package,	and	equipment	start	up	supervisory	
services.	In	addition,	GE	will	provide	equipment	start	up	services	across	three	trips:	

 Trip	1	–	Equipment	Installation	Technical	Advisory	Services	
 Trip	2	–	Pre‐start	up	Inspection	visit		
 Trip	3	–	Equipment	Start	Up,	Initial	Production	Run,	and	Formal	Training	

Under	the	terms	of	the	EDR	Proposal,	EWM	P1	is	responsible	for:	

 Safety	and	environmental	equipment	and	procedures	including	but	not	limited	to	emergency	
medical	response;	chemical	spill	response;	environmental	and	work	permits;	soil,	ground,	water	
and	air	emissions	testing;	disposal	of	waste;	inform	GE	of	any	hazards;	and	design	a	feed	tank	
with	sufficient	ventilation	to	be	free	of	entrained	gases	

 Jobsite	maintenance	and	installation	review	including	but	not	limited	to	review	of	GE	supplied	
equipment	and	drawings;	overall	plant	design;	adhering	to	all	federal,	state	and	local	codes;	all	
applicable	site	preparation;	all	electrical	labor	and	supplies	leading	up	to	jobsite;	all	mechanical	
labor	and	supplies	leading	up	to	jobsite;	loading	and	unloading	of	equipment	and	materials	
required	for	the	completion	of	GE’s	scope	of	supply;	storage	of	equipment	and	membranes;	off‐
loading,	logging		and	storing	all	chemicals;	equipment	anchor	bolts;	lab	services	and	O&M	
personnel;	any	on‐site	painting;	disposal	of	membrane	preservative;	variable	frequency	drives,	
motor	starters	and	motor	control	center;	supervisory	control	and	data	acquisition	(SCADA)	
system	to	control	GE	supplied	equipment	(with	GE	to	supply	a	functional	logic	description);	
configuration	of	instrument	and	programmable	logic	controller	(PLC)	signals			

 Start	up	and	commissioning	including	but	not	limited	to	installation	and	removal	of	temporary	
screens	on	process	lines	entering	the	membrane	system;	flushing	and	disinfection	of	all	pipeline	
and	membrane	tanks;	verification	of	removal	of	residual	debris;	supply	raw	materials	chemicals,	
lubricants,	and	utilities;	telephone/modem	access	for	GE	staff;	lab	services;	loading	of	media,	
membranes,	stacks,	modules,	and	resins;	commissioning;	equipment	tagging;	and	any	required	
sanitization	

 Project	management	including	but	not	limited	to	warehouse	storage	space;	free	access	to	the	
Project	to	authorized	GE	staff;	standard	workshop	tools;	access	to	mechanical	lifting	equipment;	
sufficient	lighting;	equipment	for	chemical	transportation;	and	all	site	utilities	
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 Pricing 7.2.1.1

The	EDR	Proposal	base	system	price	is	$2,302,000.	The	price	includes	the	equipment	described	
above,	shipping	to	the	Project	site,	documentation	package	(including	operations	and	maintenance	
manuals),	and	start‐up	and	commissioning	supervision	services.	The	price	does	not	include	a	skid	
for	the	feed	pump	or	CIP	system,	off‐loading	and	equipment	positioning	at	the	Project	site,	nor	taxes	
or	duties.		

The	quote	is	valid	until	December	31,	2015	for	receipt	of	a	formal	purchase	order	from	EWM	P1.	
After	the	purchase	order	is	issued,	if	the	notice	to	proceed	(NTP)	for	equipment	procurement	is	not	
provided	by	February	25,	2016,	the	equipment	and	services	are	subject	to	a	price	adjustment	equal	
to	North	American	Consumer	Price	Index	plus	one	percent.	The	adjustment	will	be	based	on	the	
change	from	December	31,	2015	to	the	date	of	procurement	NTP.		

The	EDR	Proposal	includes	a	provision	that	replacement	membranes	can	be	purchased	from	GE	at	a	
20	percent	discount	for	five	years.	

The	EWM	P1	payment	schedule	will	be	as	follows	(all	payments	net	30	days	unless	otherwise	
noted):	

 10	percent	with	purchase	order	–	due	net	7	days	
 20	percent	on	submission	of	drawings	
 15	percent	on	NTP	of	equipment	manufacture/procurement	
 25	percent	on	notice	of	equipment	readiness	to	ship	(partial	shipment	permitted)	
 25	percent	on	delivery	of	equipment	(partial	shipments	permitted)	
 5	percent	on	completion	of	start/commission	or	net	180	days	from	equipment	shipment	

 Delivery 7.2.1.2

GE	estimates	delivery	will	take	28‐34	weeks	pending	receipt	of	purchase	order,	receipt	of	down	
payment,	and	milestone	payments	above.	The	EDR	Proposal	includes	a	straw	man	schedule,	with	
the	firm	schedule	to	be	agreed	to	later.	The	EDR	Proposal	indicates	that	GE	will	pay	liquidated	
damages	of	$6,750	per	day	for	delays	after	the	agreed	delivery	date	caused	solely	by	GE.	GE	
proposes	the	cap	for	liquidated	damages	to	be	10	percent	of	the	contract	price,	and	have	no	liability	
if	the	delay	did	not	cause	any	losses	to	EWM	P1.	

 Warranty 7.2.1.3

The	EDR	Proposal	includes	a	mechanical	warranty	and	EDR	cation	and	anion	membrane	warranty.	
The	mechanical	warranty	will	cover	any	device	or	part	supplied	by	GE,	is	good	for	the	sooner	of	12	
months	from	the	date	of	substantial	completion	or	15	months	from	equipment	shipment.	The	
mechanical	warranty	period	cannot	be	extended	or	renewed.	EWM	P1	agrees	to	give	immediate	
notice	of	defective	performance	and	provide	GE	reasonable	opportunity	to	inspect	the	equipment.	If	
GE	is	not	at	fault,	EWM	P1	must	reimburse	GE	for	any	expenses	it	incurred	during	the	inspection.		

GE’s	cation	and	anion	membrane	warranty	is	a	five	year	prorated	warranty.	EWM	P1	will	pay	for	
the	first	10	percent	of	the	annual	cumulative	membrane	replaces	based	on	the	total	membranes	in	
the	Project	(number	of	replacements	per	year	divided	by	total	anion	and	cation	membranes	in	the	
Project).	Replacements	required	above	10	percent	will	be	supplied	by	GE	at	a	pro‐rated	price	based	
on	the	life	used	(calculated	as	number	of	months	since	warranty	started	divided	by	the	total	
warranty	term	multiplied	by	the	replacement	price).	The	warranty	excludes	all	ancillary	costs	
including	but	not	limited	to	boxing,	freight,	taxes,	duties,	receiving,	EDR	stack	break	down,	storage,	
and	installation.		
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 Performance 7.2.1.4

Performance	tests	of	the	EDR	system	will	be	conducted	after	equipment	start‐up	and	once	
commissioning	has	run	in	a	steady	state	for	24	hours	but	not	to	exceed	48	hours.	GE	has	proposed	
the	performance	guarantee	for	the	EDR	system	as	summarized	in	Table	7‐1,	based	on	the	flow	rate	
of	873.6	gpm,	design	temperature	of	100	°F,	and	operating	pressure	between	35‐50	psi.	The	GE	
process	guarantee	is	described	in	Section	5.2.1.3.	

Table 7‐1 EDR Train GE Performance Guarantee 

PARAMETER  UNIT 
GUARANTEED VALUE

Low TDS Product High TDS Product

Product Flow (Average)  gpm  760 110

Total Dissolved Solids  mg/L  <800 >63,000

Chloride  mg/L  <300 >35,000

 Bipolar Electrodialysis Package 7.2.2

GE	submitted	a	proposal	to	EWM	P1	and	NorrisLeal	as	construction	manager	to	provide	the	Bipolar	
Electrodialysis	(BPED)	system	for	the	Project,	dated	September	30,	2015	(BPED	Proposal).	The	
BPED	Proposal	remains	valid	until	December	31,	2015.	GE’s	proposed	system	consists	of	two	3	
compartment	BPED	membrane	units	each	containing	56,	150	cells	stacks	each.	The	BPED	system	is	
designed	to	transfer	5,500	lbs/hr	of	NaCl	from	RO	concentrate	and	produce	acid	and	caustic	at	
~1.0M	concentration.	Designed	performance	based	on	the	flow	rate	of	222	gpm	of	pretreated	silica‐
free	brine	containing	approximately	8.15%	w/w	NaCl	and	a	design	operating	temperature	of	100°	
F.	

GE’s	responsibilities	per	the	BPED	Proposal	include:	

 BPED	system	configuration	including	each	of	the	two	7x8	continuous	BPED	systems	containing	
56,	150	cell	stacks.		

 Fourteen	DC	drives	to	power	the	system.	Each	ED	stack	will	be	supplied	by	7	DC	drives,	one	for	
each	module	skid.	Each	DC	drive	will	power	8	stacks.		

 One	automation	and	control	system	to	manage	start	up,	salt	splitting,	flush	and	shut	down.	All	
functions	will	be	controlled	by	PLC.	GE	will	supply	all	skid‐mounted	instruments	including	PLC	
enclosures,	hardware,	software,	operator	interface,	and	programming	

 Three	complete	sets	of	drawings	and	documentation,	and	three	operations	and	maintenance	
manuals	

 Up	to	eight	man‐weeks	of	field	engineering	assistance	to	check	installation,	commission	the	
system,	and	train	operators.		

EWM	P1’s	responsibilities	include:	

 All	equipment	and	services	not	included	in	GE’s	scope	including	but	not	limited	to	MCC,	variable	
frequency	drives	for	pump	motors;	pretreatment	equipment	for	BPED	feed	including	NF	and	RO	
systems;	EDR	systems,	clarifiers,	and	softeners;	storage	tanks	or	feed	pumps	for	salt	solution	
feed;	storage	tanks	for	processed	water	and	dilute	acid/caustic	solution;	storage	tanks	for	
partially	desalted	dilute	discharged	from	system;	storage	tanks	for	acid	and	caustic	byproducts;	
post	treatment	equipment	to	further	concentrate;	interconnecting	wireway	and	cables	between	
electrical	enclosures,	power	distribution	centers,	dc	drives,	and	BPED	skids;	and	installation	of	
the	BPED	system	
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 Safety	and	environmental	equipment	and	procedures	including	but	not	limited	to	emergency	
medical	response;	chemical	spill	response;	environmental	and	work	permits;	soil,	ground,	water	
and	air	emissions	testing;	disposal	of	waste;	and	inform	GE	of	any	hazards	

 Jobsite	maintenance	and	installation	review	including	but	not	limited	to	review	of	GE	supplied	
equipment	and	drawings;	overall	plant	design;	adhering	to	all	Federal,	State	and	local	codes;	all	
applicable	site	preparation;	all	electrical	labor	and	supplies	leading	up	to	jobsite;	all	mechanical	
labor	and	supplies	leading	up	to	jobsite;	loading	and	unloading	of	equipment	and	materials	
required	for	the	completion	of	GE’s	scope	of	supply;	storage	of	equipment	and	membranes;	off‐
loading,	logging		and	storing	all	chemicals;	equipment	anchor	bolts;	lab	services	and	O&M	
personnel;	any	on‐site	painting;	disposal	of	membrane	preservative;	variable	frequency	drives,	
motor	starters	and	motor	control	center;	and	configuration	of	instrument	and	PLC	signals	from	
water	treatment	system	to	plant	DCS	or	PLC	

 Start	up	and	commissioning	including	but	not	limited	to	flushing	all	pipes	and	tanks	in	EWM	P1’s	
scope;	verification	of	removal	of	residual	debris;	supply	raw	materials	chemicals,	lubricants,	and	
utilities;	telephone/modem	access	for	GE	staff;	lab	services;	loading	of	media,	membranes,	stacks,	
modules,	and	resins;	equipment	tagging;	and	any	required	sanitization	

 Facility	management	including	but	not	limited	to	warehouse	storage	space;	free	access	to	facility	
to	authorized	GE	staff;	standard	workshop	tools;	access	to	mechanical	lifting	equipment;	
sufficient	lighting;	equipment	for	chemical	transportation;	and	all	site	utilities	

 Pricing 7.2.2.1

The	BPED	Proposal	base	system	price	totals	$9,210,000	if	ordered	by	October	31,	2015.		If	EWM	P1	
submits	the	purchase	order	after	November	1,	2015,	the	price	increases	to	$9,330,000.	The	price	
includes	the	equipment	described	above,	shipping	to	the	Project	site,	and	start‐up	and	
commissioning	supervision	services.	The	price	does	not	include	the	off‐loading	and	positioning	of	
equipment	at	the	job	site,	nor	any	taxes	or	duties.	

The	BPED	Proposal	pricing	is	valid	until	December	31,	2015	for	receipt	of	a	formal	PO	from	EWM	
P1.	After	the	PO,	if	EWM	P1	does	not	issue	NTP	for	equipment	procurement	by	February	25,	2016,	
the	pricing	is	subject	to	adjustment	equal	to	North	American	Consumer	Price	Index	plus	one	
percent.	The	adjustment	period	will	start	December	31,	2015	to	the	date	of	procurement	NTP.		

The	BPED	Proposal	provides	that	EWM	P1	can	purchase	replacement	membranes	from	GE	at	a	20	
percent	discount	for	five	years.		

The	EWM	P1	payment	schedule	will	be	as	follows	(all	payments	net	30	days	unless	otherwise	
noted):	

 10	percent	with	purchase	order	–	due	net	7	days	
 20	percent	on	submission	of	drawings	
 15	percent	on	NTP	of	equipment	manufacture/procurement	
 25	percent	on	notice	of	equipment	readiness	to	ship	(partial	shipment	permitted)	
 25	percent	on	delivery	of	equipment	(partial	shipments	permitted)	
 5	percent	on	completion	of	start/commission	or	net	180	days	from	equipment	shipment	

 Delivery 7.2.2.2

GE	estimates	delivery	will	take	28‐34	weeks	pending	receipt	of	purchase	order,	receipt	of	down	
payment,	and	milestone	payments	above.	The	EDR	Proposal	includes	a	straw	man	schedule,	with	
the	firm	schedule	to	be	agreed	to	later.	The	EDR	Proposal	indicates	that	GE	will	pay	liquidated	
damages	of	$6,750	per	day	for	delays	after	the	agreed	delivery	date	caused	solely	by	GE.	GE	
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proposes	the	cap	for	liquidated	damages	to	be	10	percent	of	the	contract	price,	and	have	no	liability	
if	the	delay	did	not	cause	any	losses	to	EWM	P1.	

 Warranty 7.2.2.3

The	BPED	Proposal	includes	a	mechanical	warranty.	The	mechanical	warranty	covers	any	
equipment	supplied	by	GE,	and	is	good	for	the	sooner	of	12	months	from	the	date	of	substantial	
completion	or	15	months	from	equipment	shipment.	The	mechanical	warranty	period	cannot	be	
extended	or	renewed.	EWM	P1	agrees	to	give	immediate	notice	of	defective	performance	and	
provide	GE	reasonable	opportunity	to	inspect	the	equipment.	If	GE	is	not	at	fault,	EWM	P1	must	
reimburse	GE	for	any	expenses	it	incurred	during	the	inspection.		

 Performance 7.2.2.4

Performance	tests	of	the	BPED	system	will	be	conducted	after	equipment	start‐up	and	
commissioning	has	run	in	a	steady	state	for	24	hours	but	not	to	exceed	48	hours.	GE’s	performance	
guarantee,	summarized	in	Table	7‐2,	based	on	the	flow	rate	of	222	gpm	of	pretreated	silica‐free	
brine	containing	approximately	8.15%	w/w	NaCl	and	a	design	operating	temperature	of	100°	F	
(EWM	P1	is	responsible	for	the	industrial	water	for	cooling	tower	use).	

Table 7‐2 BPED System GE Performance Guarantee 

PARAMETER  UNIT GUARANTEED VALUE 

Acid production  Lbs/hr HCI, 100% basis 2,884 

Acid strength  % w/w HCI  3.53, +/‐ 0.35 

Caustic production  Lbs/hr NaOH, 100% basis 3,124 

Caustic strength  % w/w NaOH 3.82, +/‐ 0.38 

Power consumption  Kwh/hr  4,000 

 Pure Water Membrane Element Warranty 7.2.3

GE	warrants	the	pure	water	membrane	elements	(NF	membranes)	for	12	months	from	the	earlier	
of	(1)	first	use	or	(2)	three	months	after	delivery	for	wet	elements	or	six	months	after	delivery	for	
dried	elements.	EWM	P1	has	responsibility	to	store	and	operate	elements	in	accordance	GE’s	
recommended	instructions.	GE’s	total	liability	will	not	exceed	the	replacement	value	of	elements.	
GE	is	not	liable	for	any	loss	of	production,	loss	of	equipment,	downtime	costs,	or	increase	operating	
costs.	EWM	P1	cannot	extend	or	transfer	this	warranty	without	written	consent	of	GE.		

 Mineral Settler Package 7.2.4

EWM	provided	the	technical	specifications	request	for	proposal	and	terms	and	conditions	that	
WesTech	agreed	to,	based	on	an	email	dated	September	29,	2015,	clarifiers	and	drum	filter	package	
(Mineral	Settler	Specifications	and	Terms).	The	terms	and	conditions	and	scope	of	work	proposed	
does	not	include	specific	milestone	dates.		

The	Mineral	Settler	Specifications	and	Terms	provide	that	WesTech	will	design,	manufacture,	test,	
deliver,	and	provide	documentation	on	four	items:	

 V‐2101	Gypsum	Settler	(non‐insulated)	and	MX‐2101	Gypsum	Settler	Mixer	/	Rake.	
 V‐2301	Mg(OH)2	Settler	(non‐insulated)	and	MX‐2301	Mg(OH)2	Settler	Mixer	/	Rake.	
 PK‐2201	Gypsum	Vacuum	Drum	Filter	Package.	
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 PK‐2401	Mg(OH)2	Vacuum	Drum	Filter	Package	

The	technical	requirements	of	the	settler	packages	and	drum	filter	packages	are	summarized	in	
Table	7‐3	and	Table	7‐4,	and	in	Section	6.2.1.3.	

Table 7‐3 Gypsum and Mg(OH)2 Settler Package Specifications 

DESCRIPTION  UNITS  GYPSUM SETTLER 
PACKAGE 

MAGNESIUM HYDROXIDE
SETTLER PACKAGE 

Feed Flow Rate  gpm lb/hr 500 125 

Overflow Flow Rate  gpm lb/hr 400 110 

Underflow Flow Rate  gpm lb/hr 100 15 

Feed Solids Conc.  Wt. % 11 0 

Overflow Solids Conc.  mg/l < 100 < 100 

Underflow Solids Conc.  Wt. % 50 20 

Operating Temperature  Degrees F 100 100 

pH  6.8 10.5 

Chloride  ppm 5,000 5,000 

Specific Gravity  1.11 / 1.4 Bottom 1.01 / 1.15 Bottom 

Particle Diameter  mm 35 TBD 

Flocculant Addition  Yes Yes 

Inlet Pressure  psig ATM ATM 

	

Table 7‐4 Gypsum and Mg(OH)2 Vacuum Drum Filter Specifications 

DESCRIPTION  UNITS  GYPSUM VACUUM 
DRUM FILTER  

MAGNESIUM HYDROXIDE
VACUUM DRUM FILTER 

Feed  gpm 10 5 

Filtered  gpm 5 2 

Vat Overflow  gpm 5 3 

Feeds Solids  wt. % 50 20 

Filter Cake Solids  wt. % 90 35 

Dry Cake  lb/hr 3,145 210 

Operating Temp  degrees F 100 100 

pH  8.5 10.5 

Chloride  ppm 5,000 ‐ 

 Feed SG  1.4 1.2 
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 WesTech Responsibilities 7.2.4.1

Per	the	Mineral	Settler	Specifications	and	Terms,	WesTech	will	furnish	all	specialized	labor,	tools,	
equipment,	materials,	services,	transportation,	insurance,	and	skilled	supervisor	necessary	for	the	
design,	fabrication,	inspection,	testing,	and	installation.	

 WesTech	will	provide	an	itemized	cost	for	installation	of	clarifiers	
 Drum	filter	packages	are	to	be	installed	by	others	

WesTech	will	furnish	all	special	tools	and	appliances	necessary	to	disassemble,	service,	repair,	and	
adjust	the	equipment	and	accessories.	EWM	P1	is	responsible	for	providing	man	lifts,	scaffolds,	
forklifts,	cranes,	tools,	and	other	equipment.	

WesTech	will	supply	rotary	drum,	inlet	valves,	mechanical	agitator,	blower,	filtrate	vat,	vacuum	
box/pan,	filtrate	receiver,	filtrate	receiver	pump,	filtrate	manifold	and	hoses,	vacuum	pump,	
vacuum	pump	seal	water	collection	tank,	motor	drives	for	all	equipment,	instrumentation,	
baseplate,	skid	frame,	machine	mounts,	lifting	lugs,	and	any	other	special	tools	necessary	for	
dissembly,	repair	or	service	to	equipment	for	the	filter	package.		

In	addition	to	the	clarifiers	and	drum	filter	package,	the	Mineral	Settler	Specifications	and	Terms	
included	technical	requirements	for	low	voltage	motors	with	hp	ratings	under	300.	WesTech	will	
furnish	all	labor,	tools,	equipment,	materials,	transportation,	insurance	and	supervision	necessary	
for	the	drawings,	fabrication,	inspection,	testing,	quality	assurance,	and	delivery	of	the	motors.		

 EWM P1 Responsibilities 7.2.4.2

EWM	P1	will	review	all	submittals	within	ten	working	days	of	WesTech’s	submittal,	and	provide	
any	revisions	will	occur	within	five	working	days.	WesTech	is	responsible	for	all	quality	assurance.		

Items	to	be	provided	by	EWM	P1	include:		

 Tank/Skid	foundations	and	anchor	bolts	
 Hydrostatic	test	water	for	the	clarifiers	
 Interconnecting	and	ancillary	piping	
 Low‐down	area	for	WesTech	materials	
 120V	and	480V	electric	power	at	the	construction	site	

 Submittals and Schedule 7.2.4.3

The	Mineral	Settler	Specifications	and	Terms	includes	a	checklist	of	submittals	and	general	lead	
times	but	no	specific	milestone	dates.	

Key	due	dates	include:	

 With	the	proposal	bid:	a	general	list	of	exceptions	expected	to	technical	specifications,	
preliminary	fabrication	schedule,	preliminary	spare	parts	list,	and	technical	field	service	rates	

 Four	weeks	after	receipt	of	order:	A	detailed	project	schedule	with	milestones	for	placement	of	
orders,	release	of	detailed	fabrication	and	installation	drawings,	during	of	fabrication	work,	and	
delivery	of	materials	to	jobsite;	and	quality	plans	specific	to	equipment	and	inspection/test	plan	

 Four	weeks	prior	to	delivery:	Final	spare	parts	list,	lubrication	list,	material	safety	data	sheet	
(MSDS),	installation,	operation	and	maintenance	manuals.		
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 Terms and Conditions 7.2.4.4

The	Mineral	Settler	Specifications	and	Terms	include	generic	terms	and	conditions	to	be	further	
negotiated	for	the	equipment	supply	agreement.	Specific	contractual	terms	related	to	delivery	
schedule	were	not	included.	The	WesTech	pricing	is	quoted	in	the	quote	book	as:	

 V2101	for	$191,688;	MX2101	for	$138,404	(gypsum	clarifier	and	filter)	
 V2301A	and	MX2301B	for	$98,449	(magnesium	hydroxide	clarifier	and	filter)	

 Delivery 7.2.4.5

WesTech	will	retain	ownership	of	the	settlers	until	delivered	to	EWM	P1.	If	delays	are	expected,	
WesTech	will	provide	three	days	written	notice	with	a	description	for	the	cause	of	delay.	If	the	
delay	is	expected	to	fall	behind	on	expected	completion,	EWM	P1	may	direct	WesTech	to	accelerate	
its	work	in	order	to	meet	schedule	and	WesTech	will	be	responsible	for	additional	costs.		

 Warranty 7.2.4.6

The	warranty	will	last	for	one	year	from	mechanical	completion	or	18	months	from	delivery,	
whichever	ends	sooner.	WesTech	warrants	all	conditions	of	equipment	will	meet	standards	as	
specified.	WesTech	agrees	to	extend	the	warranty	for	the	duration	of	any	shut	down	for	reasons	
other	than	routine	maintenance	caused	by	equipment	supplied	by	WesTech.	EWM	P1	must	notify	
WesTech	within	10	business	days	of	defects	in	work	and	WesTech	will	correct	any	deficiencies.			

 Liquidated Damages 7.2.4.7

WesTech	will	be	liable	for	liquidated	damages	if	delay	impedes	the	critical	path	for	the	Project,	as	
determined	by	EWM	P1.	Daily	liquidated	damages	will	be	due	for	$1,000	per	calendar	day	past	
agreed	upon	delivery	date.	The	total	liquidated	damages	will	not	exceed	2	percent	of	the	purchase	
order	price.						

 Gas Turbine Generator Package 7.2.5

Solar	Turbines	submitted	a	proposal	on	June	10,	2015	to	EWM	P1	to	supply	the	gas	turbine	
generator	package	(Gas	Turbine	Generator	Proposal).		The	Gas	Turbine	Generator	Proposal	
includes	a	technical	proposal	with	specifications	and	performance	guarantee,	and	a	commercial	
proposal	with	pricing,	milestone	dates	and	warranty	information.	EWM	reported	that	it	is	
negotiating	the	terms	of	the	equipment	supply	agreement	and	will	negotiate	delay	liquidated	
damages	provisions	for	the	gas	turbine	package.	

 Solar Turbine’s Responsibilities 7.2.5.1

The	Gas	Turbine	Generator	Proposal	is	for	supply	of	the	SoLoNOx	Taurus	70,	which	has	a	real	
power	output	of	6,500	kW	with	apparent	power	rated	at	8,125	kVa,	and	a	voltage	rating	of	4,160.	
The	package	includes:	

1. One	(1)	Taurus	70	Gas	Turbine	Generator	(GTG)	Package	with	the	following:	

 SoLoNOx	Combustion,	Gas	Fuel	System	
 Speed	Reduction	Gear	Box	
 Synchronous,	Salient	4‐Pole	generator	
 AC	Motor	Drive	Start	System	
 Lube	Oil	System	with	Integral	Tank	
 Turbotronic	4	Control	System	with	Human	Machine	Interface	(HMI)	
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 Combined	Generator	Control	Module	(CGCM)	for	Automatic	Voltage	Regulation	(AVR)	and	
Generator	protection	

 Acoustic	Enclosure	for	the	Gas	Turbine	and	Gearbox	
 Fire	&	Gas	Detection	and	CO2	Suppression	System	
 The	following	loose	ship	equipment	for	off‐skid	installation	(by	others)	is	included:	

● Gas	Fuel	Flow	Meter	
● Lube	Oil	Cooler	
● Oil	Tank	Vent	Air/Oil	Separator	and	Flame	Arrestor	
● DC	Battery	Rack/System	and	Wall	Mount	Charger	(for	CTG	package	only)	
● DC	Motor	Starter	(for	CTG	Lube	Oil	Pump)	
● Variable	Frequency	Drive	(VFD):	Start	Motor	
● Turbine	Air	Inlet	(TAI)	Components:	Filter	and	Silencer	
● Exhaust	Components:	Stainless	Steel	Exhaust	Bellows	
● Package	Ventilation	&	Silencing	System	
● CO2	Cabinet	and	Bottles	
● Auxiliary	Desktop	Display	&	Printer	

2. Gas	Turbine	Generator	(GTG)	Submittals:	

 Certified	Project	Drawings	per	the	Gas	Turbine	Generator	Proposal	
 Operation	&	Maintenance	Manuals	per	the	Gas	Turbine	Generator	Proposal	
 Quality	Control	Data	Books	per	the	Gas	Turbine	Generator	Proposal	
 Product	Information	Letters	(PILs),	Engineering	Specifications	and	Product	Brochures	per	the	
Technical	Proposal	Appendix	and	as	applicable	to	Solar	Turbine’s	scope	of	supply	

Solar	Turbines	offers	installation	and	commissioning	assistance	in	a	consultative	role.	Solar	
Turbine’s	proposal	includes	unloading	equipment	and	verifying	condition	upon	arrival	at	the	
Project	site.		

 EWM P1 Responsibilities 7.2.5.2

EWM	P1	is	responsible	for	installation	of	the	turbine	package.	EWM	P1	responsibilities	include:	

 Ensuring	all	equipment	is	properly	stored	
 Audit	packing	list	to	each	shipping	bill,	document	discrepancies	
 Coordinating	and	plan	on‐site	installation	activities	
 Ensuring	proper	lifting	guidelines	are	followed	
 Verifying	package	foundation	and	tie	down	and	place	Solar	Turbines’s	packages	on	their	
foundation	

 Providing	an	overview	to	complete	drive	train	alignment	and	ensure	proper	installation	of	
generator	terminal	box	

 Verifying	installation	integrity	of	external	pipe	runs,	air/oil	separator,	and	lube	oil	cooler	
 Ensuring	oil	system	flushing	is	performed	
 Verifying	orientation	of	enclosure	ventilation	fans	
 Ensuring	installation	integrity	of	CO2	fire	suppression	and	inspect	structure	supports	for	
auxiliary	devices	

 Verifying	all	electrical	and	instrument	connections,	verify	integrity	of	frame	ground	to	reduce	
electrical	hazards,	and	verify	installation	of	air	inlet	filtration	system	

 Ensuring	installation	integrity	and	commission	of	turbine	exhaust	system	
 Verifying	proper	installation	of	evaporative	cooler	and	the	inlet	chiller	
 Understanding	interconnecting	switchgear	with	gas	turbine	package	and	interconnecting	the	
HRSG	with	gas	turbine	package	
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 Providing	instruction	personnel	on	fuel	treatment	equipment,	water	purge	module,	gas	fuel	
system,	and	air	compressor	connection	to	solar	gas	turbine	package	

 Understanding	interconnecting	motor	control	center	with	gas	turbine	package	

 Pricing 7.2.5.3

The	Gas	Turbine	Generator	Proposal	pricing	for	the	gas	turbine	package	is	$3.5	million	plus	
$123,250	for	installation	and	start‐up	field	service	and	$39,000	for	shipping	to	the	Project	site.	The	
prices	do	not	include	taxes	or	duties.	The	price	is	valid	until	December	24,	2015,	after	which,	the	
price	will	escalate	0.3	percent	per	month	up	to	three	months,	after	which	the	Gas	Turbine	
Generator	Proposal	expires.	The	Gas	Turbine	Generator	Proposal	outlines	the	payment	schedule	
below:	

 20	percent	due	upon	receipt	of	order	–	net	30	days	from	invoice	date	
 35	percent	due	after	90	days	of	receipt	of	order	–	net	30	days	from	invoice	date	
 35	percent	due	upon	start	of	package	assembly	–	net	30	days	from	invoice	date	
 10	percent	due	upon	written	notice	of	readiness	to	ship	–	upon	receipt	of	invoice	

 Delivery 7.2.5.4

Solar	Turbines	suggests	the	following	schedule	for	project	execution:	

 Kick	off	meeting	three	weeks	after	receipt	of	order	
 Initial	drawing	submittal	10	weeks	after	kick	off	meeting	
 Procurement	is	estimated	to	take	~4	months	
 Solar	Turbines	will	assemble	and	test	engine	8‐10	weeks	before	shipment	

The	Gas	Turbine	Generator	Proposal	does	not	include	provisions	for	liquidated	damages;	Solar	
Turbines	indicated	that	it	does	not	typically	accept	liquidated	damages	terms	for	delivery	delays,	
and	would	request	a	two	week	grace	period,	proven	fault	of	Solar	Turbines,	and	exemption	for	
“excusable	delays”	to	include	causes	out	of	Solar	Turbine’s	control	or	acts	of	God	or	governments.		

 Warranty 7.2.5.5

Solar	Turbines	warrants	equipment	during	the	warranty	period	will	be	free	from	defects	in	
workmanship	and	material.	The	warranty	period	begins	on	the	date	of	delivery	and	lasts	until	the	
earlier	of	(1)	18	months	after	readiness	to	ship	or	(2)	12	months	after	the	equipment	is	placed	into	
service.	EWM	P1	must	operate	equipment	according	to	Solar	Turbines’s	documentation	to	maintain	
warranty.	Solar	Turbines’s	warranty	excludes	freight	and	site	labor	costs	to	remove	or	repair	such	
parts.	All	replacement	parts	are	only	warranted	through	the	remainder	of	the	warranty	period.	
Solar	Turbines’s	warranty	does	not	cover	and	Solar	Turbines	is	not	liable	for	any	loss	of	use,	loss	of	
profit,	results	from	down	time,	or	any	consequential	losses.		

 Performance 7.2.5.6

Solar	Turbines’s	gas	turbine	package	works	under	design	work	conditions	of	65°	F	with	38	percent	
humidity	and	3,980	feet	in	elevation.	Gas	fuel	requires	Wobbe	Index	of	1,215	with	a	LHV	Btu/SCF	of	
939.1,	and	the	Wobbe	Index	should	not	vary	more	than	+/‐10	percent.	Inlet	pressure	drop	of	4	
percent	and	exhaust	pressure	drop	of	10	percent.		Under	these	conditions	Solar	guarantees	output	
of	6,279	kW,	a	heat	rate	of	10,579	Btu/kWh	(LHV).	Under	above	conditions	and	gas	quality,	the	
following	emissions	are	warranted	by	Solar	Turbines:	

 NOx:	15	ppmv	
 CO:	25	ppmv	
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 UHC:	25	ppmv	

Solar	Turbines	also	ran	sensitivities	to	temperature	from	110°	F	to	0°	F	and	humidity	and	9%	to	
38%	which	generated	a	range	of	power	output	from	5,105	kW	to	7,821	kW	and	a	heat	rate	ranging	
from	11,148	to	9,975	btu/kW	(respectively).		The	Gas	Turbine	Generator	Proposal	includes	field	
performance	verification	testing	in	addition	to	factory	testing.		

 Heat Recovery Steam Generator Package 7.2.6

Rentech	Boiler	Systems	Inc.	(Rentech)	submitted	a	proposal	to	EWM	P1	dated	September	28,	2015	
to	supply	the	HRSG	(HRSG	Proposal).	Many	of	the	commercial	terms	were	provided	in	the	HRSG	
Proposal,	but	no	information	was	provided	on	a	warranty	package	or	liquidated	damages	for	
potential	delays	in	delivery.		EWM	provided	a	draft	equipment	supply	agreement	that	indicated	
delay	liquidated	damages	are	being	negotiated,	and	are	proposed	to	be	capped	at	7.5	percent	of	the	
equipment	price.	The	HRSG	is	expected	to	produce	33,220	lbs/hr	of	steam	assuming	ambient	
temperatures	of	65°	F	and	CT	exhaust	flow	of	182,520	lb/hr	at	985°F.	

 Rentech Scope of Supply 7.2.6.1
Rentech	will	supply	the	HRSG	with	the	following:	
 Inlet	Ducting	
 Evaporator	–	with	steam	drum	
 Economizer	
 Outlet	Duct	
 Exhaust	Stack	
 Interconnecting	Steam/	Water	Piping	
 Interconnecting	Piping	Supports	
 Steam	/	FW	Trim	
 Flow	Control	Valves	
 Instruments	
 Boiler	F.W.	and	Steam	Pressure	Controls	
	
The	following	will	not	be	included	with	the	HRSG	package:	
 Turbine	Outlet	Flange	Expansion	Joint	
 Bypass	System	(Diverter	and	Bypass	Stack)	
 Duct	Burner	&	Fuel	Skid	
 Firing	Duct	

 EWM P1 Responsibilities 7.2.6.2
EWM	P1	is	responsible	for	items	not	listed	under	Rentech’s	scope	including	the	following	but	not	
limited	to:	
 External	thermal	insulation	and	lagging	for	piping	
 Piping	and	sampling	system	for	chemical	dosing,	alkaline	boil‐out	and	chemical	cleaning.	Code	
isolation	valves	are	supplied	by	Rentech	per	ASME	Section	1	

 Foundation	design	and	installation,	including	anchor	bolts,	nuts	and	grout	
 Heat	tracing	
 Steam/water	analyzers	
 Lightning	system	
 Spare	parts,	beyond	start	up	spares	
 All	utilities	required	during	installation	and	commissioning	of	the	boiler	
 Hydrostatic	test	of	the	boiler	after	erection	
 Boilout,		acid	cleaning	and	steam	blow	of	HRSG	system	
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 Cooling	water	distribution	piping	
 Instrument	piping	and	tubing	
 Instrument	service	air	
 All	other	necessary	control	and	field	instruments,	as	required	to	complete	the	system,	not	
supplied	as	part	of	the	Rentech	HRSG	scope	of	supply	and	system	

 All	electrical	wiring,	conduit	and	cable	trays,	etc.	required	to	complete	the	system	
 Steam	and	water	piping	outside	the	terminal	points	
 Motor	starters	and	disconnects	for	all	motors,	including	power	wiring	to	motors	

 Pricing 7.2.6.3
The	price	for	the	scope	of	supply	described	above	is	$713,300.	Freight	is	separately	priced	at	
$27,500.		
	
The	payment	schedule	is	as	follows:	
 10	percent	upon	receipt	of	purchase	order	
 10	percent	upon	submittal	of	approval	drawings	
 15	percent	upon	receipt	of	tubes	
 15	percent	upon	receipt	of	drum	cylinders	
 20	percent	upon	stabbing	first	tube	
 30	percent	upon	shipment	

All	payments	are	due	net	30	days.	

 Delivery 7.2.6.4
Rentech	expects	the	HRSG	equipment	will	be	ready	for	shipment	32	weeks	after	receipt	of	purchase	
order	with	the	release	to	purchase	long	lead	time	materials.		
	
The	estimated	weights	of	major	components	are	listed	below:	
 Inlet	Duct	–	10,000	lbs	
 Evaporator	–	65,000	lbs	
 Economizer	–	20,000	lbs	
 Outlet	Duct	–	5,000	lbs	
 Main	Stack	–	15,000	Lbs	
 Ladders	and	Platforms		‐	8,500	lbs	
 Trim	–	5,000	lbs	
 Piping	–	3,000	lbs	

 Performance Guarantees 7.2.6.5
The	HRSG	performance	guarantee	is	summarized	in	Section	6.2.2.2.	The	performance	test	will	be	
performed	by	EWM	P1	and	measured	by	a	performance	test	based	upon	principles	of	ASME	PTC	4.4	
for	Heat	Recovery	Steam	Generators.	

 PROJECT CONSTRUCTION 7.3

EWM	has	indicated	that	NorrisLeal	will	hire	and	manage,	on	behalf	of	EWM	P1,	subcontractors	to	
perform	the	onsite	construction	required	for	the	Project.	NorrisLeal’s	construction	management	
services	are	summarized	in	the	following	Section	7.4.	The	quote	book	includes	proposals	and	
quotes	for	process	integration	services	to	be	provided	by	NorrisLeal,	turnkey	site	work	and	
building	installation	services	to	be	provided	by	Lloyd	Hamilton	Construction	LLC	(Hamilton),	and	
electrical	services	to	be	provided	by	Ideal	Electric	(Ideal	Electric).	
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In	addition	to	providing	construction	management,	NorrisLeal	will	provide	installation	services	for	
the	Project.	Construction	timeline	is	expected	to	be	12	months.	NorrisLeal	has	provided	a	proposal	
and	draft	contract	for	installation	services,	to	be	performed	by	one	electrical	subcontractor	team	
(Ideal	Electric)	and	three	mechanical	teams	(including	Hamilton	Construction),	for	the	desalination	
membrane	system,	ion	exchange,	EDR,	EDBM,	control	wiring	and	auxiliary	systems.	NorrisLeal	as	
part	of	its	scope	will	interface	with	the	other	trades	involved	in	the	Project,	including	the	O&M	
provider,	GE,	WesTech,	and	Solar	Turbines.	EWM	P1	will	be	responsible	to	provide	NorrisLeal	with	
the	material	and	equipment	to	be	installed,	design	documents	for	the	Project,	and	builder’s	risk	
insurance.	NorrisLeal	will	provide	these	services	on	a	time	and	materials	basis,	with	an	estimated	
fee	of	$3.4	million,	which	is	valid	through	December	31,	2015.	Per	NorrisLeal’s	draft	installation	
contract	(NorrisLeal	Installation	Contract)	dated	October	15,	2015,	construction	services	are	
planned	to	begin	on	January	18,	2016	and	will	continue	through	commissioning	completion	of	the	
Project.	EWM	also	indicated	that	following	commissioning	completion,	NorrisLeal	will	remain	
involved	in	the	Project	by	providing	warranty	management	services	for	the	Project’s	warranty	
claims	made	prior	to	commercial	operation.	NorrisLeal’s	scope	would	then	end	after	commercial	
operation	is	achieved	and	the	warranty	issues	are	addressed,	which	could	be	after	commercial	
operation	begins.			

The	NorrisLeal	Installation	Contract	provides	for	NorrisLeal	to	execute	the	construction	of	the	
Project	in	accordance	with	the	quote	book,	except	for	procurement	and	installation	activities	that	
are	explicitly	assigned	to	other	contractors.	NorrisLeal’s	scope	is	completed	when	it	has	achieved	
mechanical	completion	and	commissioning	completion	milestones.	Mechanical	completion	is	
defined	as	when	all	equipment	has	been	installed	and	all	piping	systems,	power	systems,	and	
instruments	and	controls	have	been	connected.	Commissioning	completion	is	defined	to	be	when	
all	lubricants	and	ion	exchange	resins	have	been	added,	piping	systems	successfully	hydrotested,	
power	systems	energized	at	operating	voltage,	instruments	loop	checked	and	calibrated	with	
calibration	fluids,	controls	tested/stroked,	startup	fluids/chemical	day	tanks	filled,	and	all	systems	
signed	off	as	ready	to	operate	by	Veolia,	the	operator.	EWM	indicated	that	NorrisLeal’s	scope	will	
also	including	facilitating	coordination	of	the	Project’s	initial	run	in	and	performance	tests	between	
Veolia	and	the	equipment	manufacturers,	and	performing	warranty	management	services	for	the	
Project	for	any	warranty	claims	issued	prior	to	commercial	operation.	

The	NorrisLeal	Installation	Contract	indicates	a	target	commissioning	completion	date	of	January	2,	
2017,	which	allows	for	350	calendar	days	or	241	working	days	for	construction.	The	NorrisLeal	
Installation	Contract	does	not	include	provisions	for	liquidated	damages	or	delay.	The	pricing	of	the	
NorrisLeal	Installation	Contract	is	structured	on	a	reimbursable	cost	basis,	up	to	a	maximum	price	
of	$3,352,157,	subject	to	additions	after	design	completion	by	change	order.	NorrisLeal	would	be	
reimbursed	for	its	costs	in	performing	the	work	for	the	Project	plus	10	percent	margin.	
Reimbursable	costs	include	labor,	subcontract	costs,	material	costs,	and	insurance	costs	as	
applicable	to	the	Project.	

Hamilton’s	proposal	for	site	work	and	building	construction	includes	demolition	and	site	work,	
installation	of	foundations,	masonry,	structural	steel,	a	pre‐engineered	steel	building	system,	
drywall	partitions,	moisture	protection,	painting,	interior/exterior	doors	and	glazing,	floor	cover,	
ceilings,	building	mechanical	and	plumbing,	restroom	components,	and	fire	sprinkler	system.	The	
building	will	be	designed	and	installed	to	IBC	2012,	IECC	2012,	City	of	El	Paso	Design	Standards	for	
Construction‐2008,	and	Development	Standards	Retail	Ground	Lease‐El	Paso	International	Airport	
standards.	Hamilton’s	scope	excludes	electrical,	which	will	be	provided	by	Ideal	Electric.	Hamilton	
has	proposed	a	fixed	fee	price	for	its	services	of	$3.5	million.	No	provisions	for	liquidated	damages	
or	delay	provisions	are	included	in	the	proposal.	
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Ideal	Electric	provided	a	proposal	to	provide	electrical	installation	services	for	the	Project.	Per	the	
proposal,	Ideal	Electric	will	install	and	remove	temporary	power	for	the	Project	construction	needs,	
install	interior	and	exterior	lighting	and	outlets,	cable	trays,	wiring,	building	and	site	tie	in’s,	
switchboards,	lighting	control	panels,	junction	boxes,	terminations	on	the	combustion	turbine	and	
backup	generators,	and	racking.	Ideal	Electric	will	also	apply	and	secure	electrical	permits	for	
construction.	Ideal	Electric’s	proposal	is	valid	until	December	31,	2015,	for	a	fee	of	$709,525.	The	
proposal	does	not	include	provision	of	equipment	to	be	installed,	arc	flash	or	coordination	studies,	
which	will	be	procured	or	provided	through	NorrisLeal’s	construction	management	scope.	Further,	
the	proposal	does	not	include	any	provisions	for	liquidated	damages.		

 CONSTRUCTION MANAGEMENT AGREEMENT 7.4

Black	&	Veatch	reviewed	the	draft	“Standard	Form	of	Agreement	Between	Owner	and	Construction	
Manager”	(Construction	Management	Contract),	dated	October	15,	2015,	under	negotiation	
between	EWM	P1,	LLC	(EWM	P1)	and	NorrisLeal,	PLLC	(NorrisLeal),	under	which	NorrisLeal	will	
provide	construction	management	services	for	the	Project.	

 Party Responsibilities and Scope 7.4.1

Under	the	terms	of	the	Construction	Management	Contract,	NorrisLeal	has	the	following	
responsibilities:	

 Perform	construction	coordination	and	scheduling,	constructability	review,	cost	estimating,	and	
allocation	of	construction	activities	among	the	multiple	construction	contractors.	Furnish	all	
necessary	management	and	supervision,	maintain	a	management	team	on	the	Project	site	to	
provide	contract	administration,	and	maintain	a	master	schedule	with	proposed	start	and	finish	
dates.	

 Provide	EWM	P1	with	regular	progress	reports,	including	monthly	progress	reports,	weekly	
schedule	reports	(incorporating	schedule	status	from	various	contractors	involved	in	the	
Project),	weekly	status	reports,	daily	construction	reports,	schedule	changes	and	corrective	
action	plans,	and	weekly	meetings.		

 Prepare	and	periodically	update/revise	a	construction	management	plan	for	the	Project	and	
make	recommendations	for	revisions	as	needed.	

 Manage	the	construction	budget	and	include	contingencies	for	design,	equipment	and	
construction.	Revisions	in	the	budget	will	be	performed	as	directed	by	EWM	P1.	

 Assist	EWM	P1	in	obtaining	permits	and	filing	documents	required	for	approvals	of	applicable	
governmental	authorities;	and	in	preparing	information	for	and	attending	public	relation	
activities.	Verify	that	contractors	have	secured	the	appropriate	permits,	insurance,	and	waivers.	

 Provide	recommendations	to	EWM	P1	on	contracting	structure	for	the	Project	construction,	
methodology	for	selecting	and	awarding	contracts,	and	the	terms	and	conditions	of	contracts.	

 Issue	the	notices	to	proceed	to	contractors	for	construction	at	EWM	P1’s	direction.	

 Monitor	quality	of	the	construction	and	review	drawings	and	specifications	for	the	Project.	
NorrisLeal	will	not	be	authorized	to	change,	evoke,	enlarge,	relax,	alter,	or	to	release	any	
requirement	of	the	Project	as	contracted	or	to	approve	or	accept	any	work	not	performed	in	
accordance	with	the	Project	as	contracted,	but	will	provide	recommendations	to	support	
coordination	of	work	and	schedule	of	work	between	various	contractors,	ensure	that	all	
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requirements	for	the	Project	are	assigned	to	the	appropriate	contractor,	and	minimize	likelihood	
of	jurisdictional	disputes	between	contractors.	

 Establish	and	implement	communication	and	coordination	among	NorrisLeal,	EWM	P1,	
designers,	equipment	suppliers	and	other	contractors,	and	schedule	and	conduct	meetings	with	
the	parties	at	the	Project	site.	

 Serve	as	a	point	of	contact	for	all	requests	and	submittals	and	develop	procedures	for	expediting	
and	processing	requests	for	information,	shop	drawings,	material	and	equipment	sample	
submittals,	contractor	schedule	adjustments,	change	orders,	substitutes,	payment	requests	and	
the	maintenance	of	logs.			

 Perform	technical	inspection	and	testing	on	submittals	provided	by	the	designers	or	others	and	
review	any	changes	in	the	construction	schedule	or	budget	submitted	by	contractor.	

 Furnish	labor,	materials,	tools,	supplies,	equipment,	plant,	services,	engineering,	mobilization,	
testing	and	demobilization	required	to	complete	the	scope	of	work.	Provide	materials	
management,	coordination	and	logistics	management,	securing,	expediting	and	coordinating	
transport	and	delivery	of	all	materials	related	to	the	scope	of	work.	

 Coordinate	with	contractors	for	recovery	schedules,	as	appropriate.	

 Pay	payroll	and	related	taxes	and	insurance	for	its	employees.	

 Purchase	insurance	to	cover	its	activities	and	its	subcontractors’	activities	for	the	Project,	
including	worker’s	compensation,	commercial	general	liability,	automobile	liability,	umbrella/	
excess	liability,	and	construction	manager’s	pollution	liability	insurance,	as	specified	in	the	
Construction	Management	Agreement.	

	
NorrisLeal’s	scope	of	work	is	complete	once	all	the	systems	in	the	Project	(as	identified	in	the	quote	
book)	have	achieved	mechanical	completion,	and	NorrisLeal	has	issued	the	certificate	of	mechanical	
completion	to	EWM	P1.	Mechanical	completion	is	achieved	when	all	equipment	has	been	installed,	
and	all	piping	systems,	power	systems,	and	instruments	and	controls	have	been	connected.	
Following	mechanical	completion,	NorrisLeal’s	scope	per	the	Construction	Management	Contract	
will	be	complete,	but	EWM	indicated	that	NorrisLeal	will	continue	to	provide	overall	coordination	
of	the	remaining	commissioning	activities	until	commissioning	completion	is	achieved	through	its	
installation	agreement	scope	(see	Section	7.3).	NorrisLeal’s	contingency	payout	per	the	
Construction	Management	Contract	is	tied	to	the	Project’s	completion	within	budget	(further	
described	in	Section	7.4.2).	

EWM	P1	will	have	the	following	responsibilities:		

 Maintain	all	rights	necessary	and	provide	access	for	NorrisLeal	and	its	subcontractors	to	use	the	
easements	and	the	Project	site.		

 Provide	all	necessary	information	to	NorrisLeal	regarding	EWM	P1’s	requirements	for	the	Project	
and	provide	copies	of	interim	and	final	drawings,	specifications	and	construction	contracts.	

 Furnish	insurance	for	the	Project,	including	builder’s	risk	insurance,	and	all	necessary	counseling	
services	including	insurance,	design,	legal,	and	accounting.		

 Designate	authorized	representatives	to	approve	changes	in	the	scope	of	the	Project.	
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 Apply	for,	obtain	and	maintain	all	ownership,	operation	and	development	permits	or	approvals	
needed	for	the	Project.		

 Approve	the	Project	construction	budget	and	associated	revisions,	and	pay	NorrisLeal.		

 EWM	P1	is	responsible	for	the	Project	design.	

 Price and Payment 7.4.2

The	Construction	Management	Contract	specifies	that	a	lump	sum	fee	of	$900,000	will	be	charged	
for	the	construction	management	services.	The	services	will	be	provided	through	the	duration	of	
construction,	with	construction	expected	to	take	12	months	(see	Section	7.5).	Additional	services	
requested	outside	of	the	basic	services	described	in	the	Construction	Management	Agreement,	or	
that	extend	the	term	of	the	construction	period,	will	be	billed	at	a	price	to	be	mutually	agreed	upon	
between	NorrisLeal	and	EWM	P1.	

Payment	is	to	be	provided	in	monthly	installments.	Delay	in	payments	by	more	than	30	days	by	
EWM	P1	will	result	in	interest	being	charged,	compounded	monthly.	

In	addition,	NorrisLeal	may	receive	additional	compensation	from	the	Project’s	contingency	reserve	
if	contingency	remains	following	completion	of	Project	construction.	Specifically,	NorrisLeal	may	
receive	its	share	of	the	remaining	contingency	funds	after	release	of	the	construction	contingency	
reserve	from	the	depositary	bank	to	EWM	P1,	which	funds	can	be	released	following	the	later	of	
project	completion,	or	the	date	after	which	the	Project	will	have	operated	for	at	least	60	days	
averaging	greater	than	50	percent	of	the	projected	hydrochloric	acid,	caustic	soda,	and	water	
production	(Expected	production	case).	Pending	availability	of	funds	in	the	contingency	reserve,	
NorrisLeal	would	receive	$500,000	and	20	percent	of	each	additional	dollar	released,	up	to	a	
maximum	of	$1,000,000	additional	compensation.	

 Suspension 7.4.3

EWM	P1	can	suspend	NorrisLeal’s	services	anytime	for	convenience.	If	it	suspends	the	services,	
EWM	P1	will	pay	for	all	of	the	costs	of	NorrisLeal’s	construction	site	staff,	assigned	Project	home	
office	staff	and	other	costs	provided	for	by	the	Construction	Management	Contract	for	the	first	30	
days	of	such	suspension.	EWM	P1	will	also	pay	for	costs	incurred	in	relocating	former	staffs	
returning	to	the	Project	or	new	persons	assigned	to	the	Project	when	re‐starting	the	work.	

If	EWM	P1	suspends	the	work,	EWM	P1	will	pay	compensation	for	services	performed	prior	to	
sending	written	notice	to	NorrisLeal	of	such	suspension,	together	with	direct	expenses	then	due	
and	all	expenses	and	costs	directly	resulting	from	such	suspension.	

If	the	suspension	continues	for	six	months,	NorrisLeal	will	have	the	option	of	requiring	that	its	
compensation,	including	rates	and	fees,	be	renegotiated.	

 Termination 7.4.4

EWM	P1	can	terminate	the	Construction	Management	Contract	anytime	by	providing	NorrisLeal	
seven	days	written	notice	and	paying	NorrisLeal	outstanding	compensation	and	direct	expenses	
due	as	of	the	date	of	termination,	including	for	services	of	NorrisLeal’s	professional	consultants,	
and	all	termination	expenses.	

Either	party	can	terminate	the	contract,	by	providing	seven	days	written	notice,	in	the	event	of	
material	breach	of	the	Construction	Management	Contract	by	the	other	party	or	in	the	event	of	the	
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Project	being	stopped	for	60	days	by	court	or	other	public	authority.	For	such	termination,	EWM	P1	
will	pay	NorrisLeal	outstanding	compensation	and	direct	expenses	due	as	of	the	date	of	
termination,	including	for	services	of	NorrisLeal’s	professional	consultants,	and	all	termination	
expenses.	

 CONSTRUCTION SCHEDULE SUMMARY 7.5
Black	&	Veatch	reviewed	the	construction	schedule	titled	“CM	Exhibit	A	‐	Master	Schedule.pdf”	
(Construction	Schedule),	which	was	developed	by	NorrisLeal.	The	key	dates	provided	in	the	
Construction	Schedule	are	summarized	in	Table	7‐5.	

Table 7‐5 Construction Schedule Summary Dates 

MILESTONE  SCHEDULED DATE

Design Approvals  01/25/2016

Start of Construction  01/25/2016

EPWU Pipe Connection Completion  05/25/2016

Mechanical Completion  11/01/2016

Commissioning of Backup Systems   12/01/2016

CT Commissioning  12/01/2016

Complete Run for Aux Boiler  12/07/2016

Full Plant Power Run‐in  12/15/2017

HCl and Caustic Evaporator Commissioning 12/15/2017

Commissioning for Balance of Plant  01/02/2017

Complete Run‐in for Balance of Plant  01/16/2017

Commercial Operation  02/01/2017

	

The	overall	construction	duration	is	373	calendar	days,	or	258	working	days	excluding	weekends	
and	federal	holidays,	with	onsite	construction	beginning	January	25,	2016	and	commercial	
operation	scheduled	for	February	1,	2017.	The	majority	of	the	quotes	provided	in	the	quote	book	
are	valid	provided	the	orders	are	executed	by	the	end	of	2015.	The	Construction	Schedule	
anticipates	finalization	of	design	approvals	by	January	25,	2016	to	support	beginning	construction	
activities	(including	site	work,	building	fabrication,	and	EPWU’s	construction	of	the	concentrate	
pipe	connection)	and	to	allow	adequate	lead	time	for	onsite	delivery	of	the	major	equipment	
packages.	

Foundation	and	concrete	foundation	activities	are	planned	to	be	completed	in	mid‐March	2015,	
allowing	for	building	close‐out	in	mid‐May	2016.	Delivery	and	installation	of	major	equipment	
packages	including	the	EDR,	EDBM,	mineral	settler	packages,	and	CT	and	HRSG	have	start	dates	
ranging	from	March	through	September	2016.	

Mechanical	completion	is	planned	for	November	1,	2016,	after	which	Veolia	North	America	will	
begin	commissioning	and	taking	over	the	operations	of	systems	in	the	plant	that	are	ready.	The	
systems	planned	to	be	commissioned	in	November	2016	include	the	recirculation	of	potable	water	
through	the	solids	system	and	the	potable	NF	system.	Natural	gas	deliveries	is	planned	to	begin	on	
December	1,	2016,	after	which	Veolia	North	America	will	run‐in	the	backup	generators,	aux	boiler,	
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and	combustion	turbine.	The	remaining	balance	of	plant	will	then	be	run‐in	in	the	first	half	of	
January	2017,	and	performance	testing	will	follow	in	mid‐January,	to	support	commercial	operation	
on	February	1,	2017.	

NorrisLeal	indicated	that	the	Construction	Schedule	has	been	developed	based	on	a	single	shift,	five	
day	workweek.	In	the	event	of	delays,	the	schedule	could	be	expedited	with	additional	crews	or	
some	extension	of	shifts.		

 CONSTRUCTION CONCLUSIONS 7.6

 The	overall	construction	duration	of	the	Project,	12	months	from	commencement	of	on‐site	
construction	through	the	completion	of	the	initial	performance	tests,	is	achievable	using	
generally	accepted	project	and	construction	management	practices.	However,	Black	&	Veatch	
notes	that	the	NF	membrane,	CTG	and	HRSG	equipment	supply	proposals	do	not	include	
provisions	for	delay	liquidated	damages.	EWM	indicated	that	it	intends	to	negotiate	for	liquidated	
damages	provisions	for	the	CTG	and	HRSG	equipment	supply.	Per	NorrisLeal,	the	NF	membranes	
have	a	few	weeks	of	float	in	the	schedule	between	delivery	and	installation,	and	therefore,	it	can	
accept	a	few	weeks	of	potential	delay	in	the	NF	membrane	delivery.	

 The	engineering	approach	and	agreements,	equipment	supply	binding	proposals,	construction	
services	agreements	and	binding	proposals,	and	Construction	Management	Agreement	provide	
the	key	equipment,	materials	and	services	required	for	the	construction	of	the	Project	in	a	
manner	that	is	consistent	with	the	BWTSSA	and	distribution	offtake	agreements.	

 As	the	major	equipment	for	the	Project	is	to	be	procured	by	EWM	P1,	there	is	no	overall	
performance	guarantee	for	the	Project.	The	Project	relies	on	a	combination	of	performance	
testing	and	guarantees	from	the	EDR,	EDBM,	mineral	settlers,	CTG,	and	HRSG.		While	the	
individual	equipment	performance	guarantees	appear	to	be	appropriate,	EWM	P1	remains	
responsible	for	the	overall	performance	of	the	integrated	systems.	
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8 Commercial Operation 

 BRINE WATER TREATMENT SERVICES AND SALES AGREEMENT 8.1
EWM	P1	and	El	Paso	Water	Utilities	–	Public	Service	Board	(EPWU)	entered	into	a	Brine	Water	
Treatment	Services	and	Sale	Agreement	on	May	13,	2015	(BWTSSA).		

 Term 8.1.1

The	term	of	the	BWTSSA	is	30	years,	which	may	be	extended	by	10	years	upon	mutual	agreement	
by	both	parties.	The	term	begins	on	the	services	commencement	date,	which	is	agreed	upon	with	
30	days’	notice	once	the	following	conditions	precedent	have	been	satisfied:	

 The	ground	lease	is	fully	executed	and	the	property	is	zoned	and	platted	to	permit	construction	
of	the	Project.	

 All	permits	required	to	construct	and	operate	the	Project	have	been	obtained	by	EWM	P1.	
 EPWU	has	committed	to	construct	pipelines	to	transport	the	brine	water	and	raw	brackish	well	
water	from	the	KBH	Desalination	Plant	to	the	delivery	location,	and	for	the	return	water	to	be	
transported	from	the	return	location	to	the	KBH	Desalination	Plant	by	the	stated	milestone	dates.	
EPWU	is	to	complete	construction	of	these	pipelines	by	August	1,	2016	and	achieve	commercial	
operation	of	these	pipelines	by	October	1,	2016.	

 The	Project	is	constructed	and	all	certificates	of	occupancy	or	other	licenses	or	approvals	needed	
for	occupancy	of	the	Project	have	been	issued.		

 EWM’s	Board	of	Directors	has	approved	commencement	of	operation	of	the	Project.		

The	services	commencement	date	must	be	achieved	by	40	months	after	the	execution	of	an	
engineering,	procurement	and	construction	agreement	for	the	construction	of	the	Project	(which	
must	also	be	executed	within	24	months	following	the	execution	date	of	the	BWTSSA).	Failure	to	
meet	these	dates	would	constitute	grounds	for	termination	of	the	BWTSSA	by	EPWU,	as	further	
described	in	Section	8.1.9.		

EPWU	has	committed	to	construct	and	achieve	commercial	operation	of	the	pipelines	for	the	supply	
of	brine	water	and	brackish	water	by	October	1,	2016.	This	milestone	date	supports	the	late	2016	
initial	delivery	of	brine	and	brackish	water	for	Project	testing	and	start‐up	purposes	currently	
anticipated	by	EWM.		

 Scope 8.1.2

EPWU	has	the	following	responsibilities	under	the	BWTSSA:	

 Deliver	the	brine	water	and	raw	brackish	well	water	(and	by‐products	and	process	products	
contained	in	these	products),	in	accordance	with	the	specifications	for	the	products,	to	EWM	P1	
at	the	delivery	location	in	the	flow	rate	as	requested	by	EWM	P1,	up	to	1345	gallons	per	minute	
(695	gpm	normally	plus	an	additional	650	gpm	when	EPWU	is	in	temporary	reduced	operational	
levels).		

 Provide	annual	groundwater	well	data	to	EWM	P1	and	written	notice	for	potential	changes	to	
characterization	of	the	brine	water	or	raw	brackish	well	water	due	to	any	planned	changes	in	the	
operation	of	KBH	Desalination	Plant.	

 The	removal	or	disposition	or	arrangement	for	disposal	of	any	hazardous	materials	delivered	by	
EPWU	to	EWM	P1	in	the	brine	water.	

 Accept	the	return	water	from	EWM	P1	at	the	return	location	that	meets	the	return	water	
specifications,	in	a	flow	amount	of	approximately	90	percent	of	the	brine	water	and	raw	brackish	
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water	that	was	delivered	to	EWM	P1	(which	volume	may	vary	based	on	actual	total	dissolved	
solids	(TDS)	levels)	

 Accept	the	ferric	arsenate	filter	cake	at	a	covered	roll‐off	bin	at	the	Project	site	as	well	as	
additional	by‐products	at	a	mutually	agreed	location	with	EWM	P1.	

Per	the	BWTSSA,	EWM	P1’s	responsibilities	are	the	following:	

 Maintain	a	capacity	reservation	in	the	Project	to	accept	the	brine	water	delivery	rate	of	brine	
water	and	any	raw	brackish	well	water	at	the	delivery	location	from	EPWU.	

 Accept	and	treat	the	brine	water	and	raw	brackish	water	from	EPWU	at	a	rate	requested	by	EWM	
P1	(in	accordance	with	specifications	per	the	BWTSSA	and	up	to	a	rate	of	1345	gpm),	including	
removing	any	process	products	and	by‐products,	and	providing	other	treatment	to	provide	
return	water	back	to	EPWU	in	line	with	specifications.	

 Deliver	back	to	EPWU	as	return	water	at	the	return	location,	in	the	flow	amount	of	approximately	
90	percent	of	the	volume	of	the	brine	water	and	raw	brackish	well	water	that	was	delivered	to	
EWM	originally	at	the	delivery	location	(which	volume	may	vary	based	on	actual	TDS	levels	in	the	
delivered	brine	water	and	raw	brackish	well	water).	

 Deliver	back	to	EPWU	ferric	arsenate	filter	cake	at	a	covered	roll‐off	bin	at	the	Project	site	as	well	
as	additional	by‐products	at	a	mutually	agreed	location	with	EPWU.	

The	delivery	location	and	the	return	location	for	the	water	products	are	each	to	be	located	along	the	
western	boundary	of	the	KBH	Desalination	Plant,	and	corresponding	to	the	southeastern	side	of	the	
Project	site.		

 Contract Capacity 8.1.3

EPWU	will	deliver	brine	water	and	any	raw	brackish	well	water	to	EWM	P1	at	the	delivery	location	
as	follows:		

 The	brine	water	that	EPWU	is	required	to	deliver	is	the	output	volume	resulting	from	operation	
of	two	skids	at	the	KBH	Desalination	Plant	at	normal	operating	pressure	at	a	full	rate,	except	
during	periods	of	temporary	shut	down	or	reduced	operating	levels	as	permitted	in	the	BWTSSA.	
EPWU	provided	data	on	the	historic	characteristics	of	the	concentrate	stream	from	the	KBH	
Desalination	Plant	indicating	approximately	1.26	mgd	for	typical	concentrate	flow	(as	discussed	
in	Section	4.2).	EPWU	is	allowed	to	completely	shut	down	the	KBH	Desalination	Plant	for	two	
weeks	each	year	for	scheduled	maintenance	or	other	issues,	during	which	time	no	brine	water	
will	be	provided	to	EWM	P1.	For	an	additional	two‐week	period	each	year,	EPWU	is	allowed	to	
operate	only	one	skid	(which	would	reduce	the	brine	water	flow	to	EWM	to	approximately	0.63	
mgd	during	that	period).	

 EWM	P1	may	request	raw	brackish	well	water	up	to	695	gpm	(approximately	1	mgd)	when	the	
KBH	Desalination	Plant	is	operating	with	at	least	two	skids.	During	a	period	when	EPWU	chooses	
to	operate	only	one	skid	(for	up	to	two	weeks	during	a	year),	EWM	P1	may	request	up	to	1345	
gpm	(approximately	1.94	mgd)	raw	brackish	well	water	to	supplement	the	brine	water	supply.	
The	KBH	Desalination	Plant	is	also	allowed	to	shut	down	completely	for	two	weeks,	during	which	
time	it	will	not	deliver	any	raw	brackish	water	to	the	Project.	

EWM	P1	will	deliver	return	water	at	a	flow	of	approximately	90	percent	of	the	volume	that	was	
delivered	by	EPWU	(variation	in	the	return	volume	permitted	to	vary	based	on	actual	TDS	values	of	
the	delivered	brine	water	and	raw	brackish	well	water).		
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 Payment 8.1.4

The	monthly	payment	is	determined	as	the	monthly	return	water	volume	for	that	month	multiplied	
by	the	monthly	payment	rate.	The	monthly	payment	rate	is	$2.00	per	thousand	gallons	of	monthly	
return	water	per	month	for	the	first	contract	year,	escalated	by	the	Producer	Price	Index	(PPI)	
thereafter.	Each	party	will	be	responsible	for,	and	shall	promptly	pay	when	due,	all	taxes	or	
governmental	charges	imposed	on	it	in	connection	with	the	transactions.	

 Limitations of Liability 8.1.5

The	liability	of	each	party	is	limited	to	direct	damages	incurred	by	the	other	party.	

 Specifications 8.1.6

The	brine	water	to	be	delivered	to	the	Project	is	the	concentrate	stream	from	the	KBH	Desalination	
Plant.	The	brine	water	stream	is	to	be	delivered	at	operating	pressure	directly	from	the	operating	
train	or	trains	without	any	additional	treatment.	The	specifications	of	the	brine	water	to	be	
delivered	under	the	BWTSSA	are:	

 Typical	TDS	of	10,000	mg/L	or	greater	
 Expected	868	gpm	concentrate	at	a	nominal	TDS	of	12,700	mg/L;	however	the	actual	flow	will	be	
adjusted	based	on:	
● The	actual	capacity	of	EWM	P1’s	plant;	and	
● The	actual	sodium	and	chloride	concentration	of	the	concentrate	and	the	available	flow,	which	
will	have	a	minimum	of	combined	sodium	and	chloride	concentration	of	9,480	mg/L	at	868	
gpm	flow.	

The	raw	brackish	well	water	to	be	provided	to	the	Project	per	the	BWTSSA	will	be	raw	water	
directly	pumped	from	groundwater	wells	and	will	not	be	chlorinated	or	treated.			

Return	water	provided	to	EPWU	should	have	concentrations	below	the	maximum	levels	
summarized	in	Table	8‐1	below	to	meet	Texas	Commission	on	Environmental	Quality	(TCEQ)	
wholesale	potable	water	quality	regulations.	Return	water	with	concentrations	below	these	
maximum	levels	is	consistent	with	the	design	specifications	for	the	potable	water	treatment	as	
described	in	Section	5.6.1.	

Table 8‐1 BWTSSA Return Water Maximum Levels Specifications 

PARAMETER   MAXIMUM LEVELS (MG/L
UNLESS OTHERWISE STATED) 

Na+  187 

K+   2 

Mg++   4 

Ca++   8 

Sr++   0.1 

Ba++   0 

SO4‐   16 

Cl‐   300 

Br‐   0.1* 

F‐   0.3 
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PARAMETER   MAXIMUM LEVELS (MG/L
UNLESS OTHERWISE STATED) 

Si02   165 

B(OH)3   3 

HCO3
‐  5 

N03‐   <2 

H3As03 (as As)   0.01 

TDS  690 

pH  7 

Pressure (psig)  5 

Temperature (F)  100° 

* Per email from EPWU, the agreed upon limit for 
bromide should be 0.1 mg/L, not 0.01 mg/L per the 
language in the BWTSSA. 

 Outages and Curtailment 8.1.7

Per	the	BWTSSA,	14	days	of	outages	are	allowed	per	year	for	EPWU	and	30	days	for	EWM	P1,	for	
general	maintenance	and	modification	of	the	KBH	Desalination	Plant	and	of	the	Project,	
respectively.	These	are	total	allocations	inclusive	of	planned	and	unplanned	outages.	Each	party	
will	give	six	months	advance	written	notice,	or	as	much	notice	as	is	possible,	to	the	other	party	
when	planning	the	outage	event	for	minimal	disturbance	to	the	other	party	and	to	make	
appropriate	arrangements	for	the	outage	period.	

EPWU	is	also	entitled	to	an	additional	14	days	per	year	allowance	to	operate	at	half	the	stated	brine	
water	delivery	rate.	EPWU	is	to	provide	EWM	P1	with	written	notice	in	advance	as	much	as	
reasonably	possible	of	such	an	event.	Further,	EPWU	is	to	provide	EWM	with	raw	brackish	well	
water	to	supplement	the	reduced	brine	water	delivery.		

 Warranty 8.1.8

EPWU	provides	no	warranty	except	to	meet	the	quality	specifications	for	the	brine	water	and	raw	
brackish	well	water.	

EWM	P1	provides	no	warranty	except	to	meet	the	quality	specifications	and	volume	for	the	return	
water.	

 Termination and Default 8.1.9

EPWU	may	terminate	the	BWTSSA	if	EWM	P1	lags	behind	any	of	the	following	timelines,	which	may	
be	extended	in	the	event	of	an	unexcused	EPWU	delay:		

 Execute	a	preliminary	engineering	agreement	and	submit	permit	applications	on	or	before	120	
days	from	the	effective	date	

 Execute	an	engineering,	procurement	and	construction	contract	for	construction	of	the	Project	on	
or	before	24	months	from	the	effective	date	
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 Achieve	services	commencement	date	on	or	before	40	months	from	execution	of	the	engineering,	
procurement	and	construction	contract	described	above.		

EPWU	may	further	terminate	the	BWTSSA	if	(a)	EWM	has	not	been	able	to	accept	the	brine	water	
and	raw	brackish	water	delivery	from	EPWU	and	is	not	in	good	faith	attempting	to	correct	the	
problem,	or	(b)	has	operated	the	Project	for	less	than	24	months	within	a	five	year	period	and	there	
are	no	operational,	technological	or	equipment	problems	with	the	Project.	

EWM	may	terminate	the	BWTSSA	for	any	reason	with	90	days	prior	written	notice.		

In	the	event	of	termination	of	the	BWTSSA,	EWM	will	have	no	financial	obligation	except	to	
reimburse	EPWU	for	reasonable	costs	for	construction	of	the	pipelines	necessary	for	the	moving	
the	brine	water,	raw	brackish	well	water,	or	return	water	from	the	KBH	Desalination	Plant	to	the	
delivery	and	return	locations	(except	in	the	event	of	termination	due	to	failure	to	meet	any	of	the	
initial	milestones	of	executing	preliminary	engineering	agreements,	engineering	procurement	and	
construction	agreements,	and/or	achieving	the	services	commencement	date).	EPWU	would	be	
responsible	for	any	costs	or	amounts	already	due	per	the	BWTSSA.		

Events	of	default	under	the	BWTSSA	include	the	following:		

 Failure	to	pay	amounts	when	due	
 Failure	to	meet	water	specifications	and	volume	requirements	for	brine	water,	raw	brackish	
water,	or	return	water	products	

 Incorrect	material	representations	or	warranties	
 Failure	to	comply	with	intellectual	property	obligations	or	to	perform	other	material	obligations	
under	this	BWTSSA	

The	parties	may	not	terminate	the	agreement	in	the	event	of	default	except	when	the	termination	
provisions	apply.	However,	the	parties	may	not	renew	the	BWTSSA	in	the	event	that	either	of	the	
parties	is	in	default.		

 CHEMICAL AND MINERAL OFFTAKE AGREEMENTS 8.2

 HCl Sales Agreement 8.2.1

EWM	P1	and	Jones‐Hamilton	Co.	(JH)	entered	into	a	hydrochloric	acid	(HCl)	supply	agreement	on	
May	14,	2015	(HCl	Sales	Agreement).	

 Term 8.2.1.1

The	HCl	Sales	Agreement	is	in	effect	for	10	years	from	the	first	day	of	commercial	operation,	or	until	
330,000	tons	of	HCl	has	been	provided	to	JH,	whichever	occurs	later.	EWM	P1	has	indicated	that	JH	
would	be	able	to	receive	the	HCl	product	once	the	Project	starts	production.	

 Scope 8.2.1.2

EWM	P1agrees	to	the	following:		

 Sell	to	JH	all	of	the	HCl	produced	at	the	Project,	as	specified	in	the	contract.	The	estimated	annual	
production	is	33,000	liquid	tons.		

 Provide	on‐site	storage	for	up	to	one	week	of	HCl	production	(expected	to	be	equivalent	to	630	
short	tons)	at	no	extra	charge.		
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 Provide	JH	access	to	the	technology	portion	of	the	lender	evaluation	(this	Report),	and	if	lender	
determines	not	to	fund	the	Project,	refund	JH	the	$5,000,000	payment	capital	contribution	
payment.	More	information	on	the	$5,000,000	payment	is	discussed	in	the	pricing	section	below.		

JH	agrees	to	the	following:	

 Buy	all	the	HCl	from	EWM	P1	produced	at	the	Project	with	the	intention	to	resell.		

 Provide	all	transportation	logistics,	including	picking	up	the	HCl	from	the	Project	and	delivering	
to	its	customers,	on	a	daily	basis.		

 At	its	own	cost,	perform	a	high	level	evaluation	of	EWM	P1’s	technology	with	a	third	party	
engineering	firm	under	a	nondisclosure	agreement.		

 Pricing 8.2.1.3

JH	will	pay	EWM	P1	$5,000,000	to	be	used	in	the	construction	of	the	Project.	This	is	a	non‐
refundable	lump	sum,	non‐interest	bearing	payment.	This	is	JH’s	capital	contribution	to	EWM	P1	to	
help	facilitate	the	construction	of	the	Project.	JH	will	not	be	entitled	to	any	ownership	interest	in	
EWM	P1	or	in	the	Project	constructed	from	the	payment.		

Pricing	for	the	HCl	sales	is	calculated	on	a	monthly	basis,	as	follows:		

 The	net	transaction	margin	is	defined	as	the	average	of	the	high	and	low	published	IHS	Gulf	Coast	
contract	prices	per	ton	of	HCl	as	published	monthly	in	the	IHS	Global	Chlor‐Alkali	report,	plus	
$25	for	regional	pricing,	less	logistics	and	transportation	costs,	less	the	minimum	monthly	price	
for	JH	to	pay	EWM	P1.		

 The	minimum	monthly	price	that	JH	will	pay	EWM	P1	for	the	HCl	purchased	will	be	calculated	as	
half	of	the	average	of	the	high	and	low	published	IHS	Gulf	Coast	contract	prices,	plus	$25,	less	
logistics	and	transportation	costs.	A	true‐up	is	calculated	and	paid	out	at	the	end	of	each	month	
based	on	JH’s	actual	selling	price	and	actual	logistics	and	transportation	costs.	The	logistics	and	
transportation	costs	will	vary	based	on	the	distance	from	the	Project	to	JH	customer’s	delivery	
point.	The	net	transaction	margin	and	the	minimum	price	to	be	paid	to	EWM	P1	are	equal	
amounts.	

 Next,	the	margin	for	sharing	is	calculated	as	the	net	transaction	margin	less	$15	(the	guaranteed	
JH	margin)	and	any	deferred	guaranteed	JH	margins.	If	the	margin	for	sharing	is	$167.50	or	
higher,	JH	receives	50	percent	and	EWM	P1	receives	50	percent.	The	percent	of	the	guaranteed	JH	
margin	decreases	by	0.50	percent	for	each	dollar	decrease.	The	percent	JH	receives	is	capped	at	
50	percent.	If	the	margin	for	sharing	falls	to	$67.50	or	lower,	JH	receives	0%.		

 Additionally,	JH	guaranteed	margins	are	deferred	if	the	net	transaction	margin	falls	below	
$72.50/ton,	until	the	margin	rises	back	above	$72.50/ton.	Any	deferred	payments	will	be	paid	
out	without	interest	in	increments	in	addition	to	the	calculated	margin	for	sharing.		

 Warranty 8.2.1.4

EWM	P1	warrants	that	the	HCl	will	conform	to	specifications	set	in	the	contract,	that	it	has	good	
title	and	that	it	does	not	infringe	on	any	US	patents.	EWM	P1	makes	no	warranty	concerning	the	HCl	
or	the	merchantability	or	fitness	for	use	whatsoever	except	as	specified	above.	
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 Termination 8.2.1.5

Either	party	can	terminate	the	HCl	Sales	Agreement	by	written	notice	effective	immediately	upon	
agreement	by	both	parties,	if	the	other	party	is	in	bankruptcy,	breaches	any	term	of	the	agreement	
for	10	days	after	written	notice,	or	in	the	event	of	force	majeure	rendering	either	party	incapable	of	
performing	its	obligations.		

 Caustic Soda Distributor Agreement 8.2.2

EWM	P1	provided	a	caustic	soda	distributor	agreement	(Caustic	Soda	Distributor	Agreement),	
between	EWM	P1	and	Brenntag	Southwest,	Inc.	(Brenntag)	as	the	distributor,	with	execution	date	
of	September	8,	2015.		

 Term 8.2.2.1

The	Caustic	Soda	Distributor	Agreement	is	in	effect	for	five	years	from	the	first	day	of	commercial	
operation.	After	the	initial	term,	the	Caustic	Soda	Distributor	Agreement	can	be	renewed	
automatically	for	one‐year	periods	unless	either	party	provides	written	notice	of	termination	at	
least	six	months	prior	to	a	renewal	date.		

EWM	P1	will	sell	to	Brenntag	all	the	liquid	sodium	hydroxide	50	percent	(caustic	soda)	product	that	
it	produces.	EWM	P1’s	estimated	annual	production	is	11,000	dry	short	tons	(tons).		

 Scope 8.2.2.2

EWM	P1	agrees	to	the	following	per	the	Caustic	Soda	Distributor	Agreement:		

 Manufacture	and	produce	as	a	byproduct	of	the	water	treatment	process,	commercial	grade	
caustic	soda,	in	accordance	with	the	specifications.	

 Sell	all	the	caustic	soda	produced	at	the	Project	to	Brenntag	exclusively	as	distributor.	

 Provide	safety	data	sheets	and	technical	specifications	for	the	caustic	soda.		

 Provide	Brenntag	90	days	written	notice	if	any	changes	to	the	caustic	soda	occur,	including	
changes	in	specifications,	raw	materials,	packaging,	manufacturing	process,	manufacturing	
locations,	analytical	test	methods	or	use	of	a	new	reagent	or	solvent.		

 Replace	any	defective	caustic	soda	or	credit	Brenntag	for	the	cost.	EWM	P1	will	be	responsible	for	
all	costs	and	expenses	associated	with	transportation,	handling	and	disposing	of	any	defective	
product,	including	cleaning	of	storage	tanks	and	other	equipment.		

 Maintain	storage	capabilities	for	a	minimum	of	215	dry	tons	of	caustic	soda	in	an	onsite	storage	
tank	that	meets	all	industry	standards	and	requirements.		

Brenntag	agrees	to	the	following:	

 Be	exclusive	distributor	for	the	caustic	soda	throughout	North	America.	

 Actively	promote	the	sales	of	the	caustic	soda.	Market,	advertise,	promote	and	resell	the	caustic	
soda	with	good	business	practices.		

 Use	reasonable	commercial	efforts	to	accept	delivery	of	the	caustic	soda	in	order	to	not	affect	the	
production	process,	as	long	as	customers	exist	to	purchase	the	product	from	Brenntag	
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simultaneously.	If	Brenntag	fails	to	sell	the	product	in	a	timely	manner,	EWM	P1	has	the	option	to	
sell	product	directly	to	third	parties,	including	competitors	of	Brenntag.		

 Notify	EWM	P1	30	days	in	advance	of	any	issues	with	purchasing	the	caustic	soda	in	the	
necessary	quantity.		

 If	the	cost	of	transport	exceeds	$160	per	ton,	Brenntag	will	notify	EWM	P1	prior	to	taking	
delivery	in	writing,	and	EWM	P1	will	have	the	option	to	sell	the	product	directly	to	third	parties,	
including	to	competitors	of	Brenntag.		

 Pricing 8.2.2.3

The	purchase	price	for	the	caustic	soda	is	determined	based	on	the	netback	range.	The	netback	is	
defined	as	the	fully	paid	invoice	price	to	Brenntag’s	customer	less	all	costs	and	expenses	associated	
with	delivery	and	sale	of	the	product	to	each	customer	from	the	Project.	The	costs	associated	with	
delivery	will	vary	based	on	the	distance	from	the	Project	to	the	end	customer’s	delivery	point.	The	
Caustic	Soda	Distributor	Agreement	includes	a	provision	that	if	transportation	costs	exceed	a	
threshold	of	$160	per	ton,	EWM	P1	has	the	option	to	sell	the	product	directly	to	third	parties,	
including	Brenntag’s	competitors.	EWM	shared	Brenntag’s	analysis	of	potential	customers	for	
EWM’s	caustic	soda	product	and	associated	transportation	costs,	based	on	its	existing	customer	
base.	Brenntag	anticipates	that	customers	exist	to	purchase	all	of	EWM’s	caustic	soda	product	
within	a	350	mile	range	of	the	Project,	with	an	average	transportation	cost	of	$102/ton.		

The	Table	8‐1	below	summarizes	the	netback	ranges	and	the	determination	of	the	purchase	price.		

Table 8‐2 Determination of Caustic Soda Purchase Price 

NETBACK RANGE  PURCHASE PRICE (% OF NETBACK) TO EWM P1 CHANGE PER $ 

$0 ‐ $450   94.0%  0.000% 

$450 ‐ $500   94.0% ‐ 87.0%  0.140% 

$500 ‐ $570   87.0% ‐ 80.0%  0.100% 

$571 and higher  80.0% 

	

For	example,	if	the	netback	is	$450	per	dry	short	ton	or	lower,	EWM	P1	gets	paid	a	purchase	price	
equal	to	94	percent	of	the	netback	per	dry	short	ton.	For	each	$1	per	dry	short	ton	incremental	
increase	to	the	netback	up	to	$500	per	dry	short	ton,	the	purchase	price	decreases	by	0.14	percent.	
For	a	netback	range	between	$500	and	$570,	the	purchase	price	decreases	by	0.10	percent.	For	all	
caustic	soda	sold	and	paid	in	full	at	a	netback	higher	than	$570,	the	purchase	price	that	EWM	P1	
receives	is	equal	to	80	percent	of	the	netback	per	dry	short	ton.	

 Warranty 8.2.2.4

Title	and	risk	of	loss	of	the	caustic	soda	passes	from	EWM	P1	to	Brenntag	when	the	product	passes	
the	last	flange,	and	is	in	Brenntag’s	carrier’s	tank	truck.		

EWM	P1	warrants	that	the	caustic	soda	will	conform	with	all	the	specifications	described	in	the	
contract	and	be	free	from	fault	in	material,	will	be	delivered	free	and	clear	of	any	liens	and	security	
interests	of	any	kind	and	will	have	been	manufactured	in	accordance	with	all	applicable	laws.	EWM	
P1	further	warrants	that	upon	delivery,	Brenntag	will	receive	good	title	to	the	product,	and	it	will	
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not	infringe	on	any	valid	patent,	trade	secret	rights	or	other	intellectual	property	rights	of	third	
parties.		

EWM	P1	warrants	that	all	raw	material	consists	of	groundwater	sourced	exclusively	from	Texas,	
and	that	the	caustic	soda	does	not	contain	tin,	tantalum,	tungsten,	gold	or	any	other	material	
designated	under	the	rules	of	the	Securities	&	Exchange	Commission	as	conflicted	material.		

 Termination  8.2.2.5

Each	party	has	the	right	to	terminate	the	Caustic	Soda	Distributor	Agreement	if	the	other	party	
breaches	it,	and	fails	to	remedy	such	breach	within	30	days	of	written	notice.	Brenntag	may	
terminate	the	Caustic	Soda	Distributor	Agreement	if	the	Project	is	not	ready	for	commercial	
operations	by	December	31,	2017	with	30	days	prior	notice.	The	agreement	can	be	terminated	
immediately	by	either	party	if	the	other	admits	in	writing	of	inability	to	pay	debts,	files	a	petition	
for	bankruptcy,	makes	an	assignment	for	the	benefit	of	its	creditors,	or	is	deemed	insolvent.		

 Gypsum Offtake Letter of Intent 8.2.3

EWM	P1	and	Scale	Ag	Services	(Scale)	executed	a	letter	of	intent	dated	August	20,	2015	(Gypsum	
Offtake	LOI)	and	are	negotiating	an	offtake	agreement	for	the	marketing	and	sale	of	solution	grade	
gypsum	to	be	produced	by	the	Project.		This	solution	grade	gypsum	will	likely	be	marketed	to	
agricultural	consumers.		Under	the	Gypsum	Offtake	LOI,	EWM	P1	would	be	responsible	for	
producing	solution	grade	gypsum	with	an	annual	output	of	approximately	7,000	tons,	and	Scale	
would	be	responsible	to	market	and	sell	the	gypsum.	

 Term  8.2.3.1

Per	the	Gypsum	Offtake	LOI,	the	offtake	agreement	is	anticipated	to	be	effective	from	the	first	day	of	
commercial	operation	of	the	Project	and	remain	effective	for	an	initial	term	of	five	years.		

Renewal	options	and	termination	provisions	have	not	been	provided	in	the	Gypsum	Offtake	LOI.	

 Scope 8.2.3.2

EWM	P1	will	produce	gypsum	meeting	the	specifications	outlined	in	the	Gypsum	Offtake	LOI,	to	
contain	97	percent	gypsum,	22.5	percent	calcium	and	18	percent	sulfate.	EWM	P1	will	sell	the	
gypsum	exclusively	to	Scale	in	containers	with	specifications	as	per	the	Gypsum	Offtake	LOI.	

Scale	will	be	responsible	for:	

 Developing	the	market	place	and	sales	strategies	to	launch	sales	of	the	solution	grade	gypsum	
product	

 Developing	cost	effective	and	safe	ways	for	the	gypsum	product	storage	in	the	field,	
transportation	and	delivery	to	the	customers.	

 Scale	would	receive	title	and	risk	of	loss	for	the	gypsum	upon	pickup	from	the	Project	site.	

 Pricing 8.2.3.3

Scale	will	pay	EWM	P1	for	the	gypsum	based	on	a	margin‐sharing	calculation,	based	on	the	price	
Scale	receives	from	its	customers.	Scale	reported	that	it	is	currently	seeing	gypsum	product	prices	
in	the	market	at	$110	per	ton.	

EWM	P1’s	received	fee	for	the	gypsum	sales	will	be	calculated	as	follows:		
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 On	prices	up	to	$100	per	ton,	Scale	will	receive	40	percent	of	the	delivered	price.	On	prices	
between	$100.01	and	$110	per	ton,	Scale	will	receive	an	incremental	share	of	the	price	up	to	45	
percent	of	the	delivered	price.		

 Shipments	made	during	off	season	(September	through	March)	will	be	stored	in	Scale’s	inventory	
and	will	be	invoiced	to	Scale	as	shipped.		

 All	gypsum	shipments	will	be	invoiced	at	a	rate	of	$60	per	ton	which	is	60	percent	of	the	expected	
delivered	price	($100	per	ton).	Adjustments	in	the	price	will	be	calculated	based	on	the	previous	
12	months	weighted‐average	price	on	October	31st	of	each	year.	

 Schedule 8.2.3.4

Table	8‐3	below	summarizes	the	planned	schedule	up	to	commercial	operation	of	the	Project	and	
execution	of	the	gypsum	offtake	agreement.	During	construction,	EWM	P1	is	to	provide	quarterly	
construction	progress	updates	to	Scale	as	well	as	timing	of	planned	commercial	operation	date.	

Table 8‐3 Gypsum Offtake Agreement Execution Schedule  

MILESTONE  TARGET DATE 

EWM P1 and Scale to finalize the gypsum offtake agreement  End of January, 2016

Scale to demonstrate a product inventory management plan  April, 2016 

Scale to demonstrate development of a firm transportation plan for moving 

product from the Project to storage and/or customers  

June, 2016 

EWM P1 and Scale to discuss overall plans and verify arrangements for sale and 

shipment of total production to Scale 

September, 2016

 CHEMICAL MARKET PRICE FORECAST 8.3
In	2015,	EWM	commissioned	ICIS,	a	chemical	market	information	consultant,	to	perform	a	nine	
year	market	price	forecast	and	provide	information	and	historical	price	data	on	the	supply	and	
demand	characteristics	on	the	markets	for	caustic	soda	and	hydrochloric	acid,	in	a	report	titled	“HCl	
&	Caustic	Soda	Price	Forecast	&	Supply	Demand”.	ICIS	provides	information	on	the	petrochemical,	
energy	and	fertilizer	markets	around	the	world.	ICIS	operates	as	a	division	of	Reed	Business	
Information,	a	global	provider	of	information,	data	and	workflow	solutions.	ICIS’s	“HCl	&	Caustic	
Soda	Price	Forecast	&	Supply	Demand”,	dated	July	14,	2015,	includes	information	on:	(1)	the	
production	of	caustic	soda,	the	market	price	for	the	market	benchmark	and	the	local	price	for	El	
Paso,	Texas,	and	total	demand	and	supply	in	the	market;	and	(2)	the	production	of	hydrochloric	
acid,	the	market	price	for	the	market	benchmark	and	the	local	price	for	El	Paso,	Texas,	and	total	
demand	and	supply	in	the	market.	

 Caustic Soda 8.3.1

Caustic	soda,	a	co‐product	with	chlorine	production,	is	used	in	a	variety	of	industrial	applications.		
Like	many	chemicals,	pricing	for	caustic	soda	is	driven	by	a	number	of	factors	including	supply	of	
feedstock	chemicals	and	demand	for	chlorine	products.		End	user	industries	include	pulp	and	
paper,	chemical	production,	textiles,	soaps	and	detergents,	and	water	treatment	facilities.		

Caustic	soda	pricing	is	based	on	the	US	Gulf	Coast	(USGC)	Index	Price	which	serves	as	a	benchmark	
for	regional	pricing.		The	regional	price,	which	represents	the	average	regional	price	for	bulk	
purchases,	is	calculated	as	the	USGC	Index	Price	plus	the	cost	of	freight.		The	USGC	Index	Price	is	
used	because	Gulf	Coast	producers	represent	approximately	75	percent	of	total	US	production	of	
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caustic	soda.		Table	8‐4	provides	the	historical	seven	years	of	pricing	as	well	as	nine	years	of	
forecasted	prices.				

Table 8‐4 Historic and forecasted USGC and regional caustic soda pricing 

YEAR  USGC INDEX 
PRICE, $/TON 

EL PASO REGIONAL 
PRICE, $/TON 

YEAR  USGC INDEX 
PRICE, $/TON 

EL PASO REGIONAL 
PRICE, $/TON 

2008  844.17  944.50 2016* 480.71 592.67 

2009  426.88  528.22 2017* 517.52 631.71 

2010  303.33  405.70 2018* 556.3 672.78 

2011  456.25  559.65 2019* 635.81 754.62 

2012  525.42  629.86 2020* 585.33 706.51 

2013  550  655.50 2021* 599.01 722.62 

2014  432.91  540.52 2022* 571.49 697.57 

2015*  390.39  500.15 2023* 619.56 748.17 

* Pricing for these years are ICIS forecast pricing.

	

Between	2008	and	2015,	the	price	of	caustic	has	dropped	by	50	percent	for	both	the	USGC	Index	
Price	and	the	El	Paso	regional	price.		While	the	price	recovered	slightly	between	2010	and	2013,	the	
price	then	fell	in	2014.		ICIS	forecasts	that	caustic	prices	will	fall	in	2015,	then	rise	until	2019	and	
stabilize	in	2019	to	2023.			The	El	Paso	regional	price	forecast	was	approximately	$100	to	$110	per	
ton	above	the	USGC	price	between	2008	and	2015.		Between	2015	and	2023,	ICIS	forecasts	the	
regional	price	ceiling	will	climb	from	$110	per	ton	to	$129	per	ton.	

ICIS	expects	current	caustic	soda	production	capacity	to	meet	demand.		In	2015,	the	US	and	Gulf	
Coast	operating	rates	were	approximately	80	percent	of	total	capacity.		

 Hydrochloric Acid 8.3.2

97	percent	of	the	hydrochloric	acid	sold	in	the	market	is	produced	as	a	by‐product	of	other	chlor‐
alkali	processes,	such	as	the	production	of	vinyl	chloride	monomer.	Because	of	this,	pricing	can	
fluctuate	greatly	due	to	demand	in	other	chlor‐alkali	products.	End	user	industries	of	hydrochloric	
acid	include	oil	and	gas,	metallurgy,	pulp	and	paper,	chemical	treatment,	water	treatment,	
electronics,	pharmaceutical	manufacturing,	and	food	processing	companies.		ICIS	notes	that	there	is	
a	strong	inverse	relationship	between	the	volume	of	home	construction	and	the	price	of	
hydrochloric	acid.		This	correlation	arises	because	hydrochloric	acid	is	a	by‐product	of	the	
production	of	PVC	pipes	that	are	used	in	new	home	construction.	

Hydrochloric	acid	pricing	is	based	on	the	USGC	Index	Price	which	serves	as	a	benchmark	for	
regional	pricing.		The	regional	price,	which	represents	the	average	price	for	bulk	purchases,	is	
calculated	as	the	USGC	Index	Price	plus	the	cost	of	freight.		Table	8‐5	provides	the	past	seven	years	
of	pricing	as	well	as	nine	years	of	forecasted	prices.				

Table 8‐5 Historic and forecasted USGC and regional hydrochloric acid pricing 

YEAR  USGC INDEX 
PRICE, $/TON 

EL PASO REGIONAL 
PRICE, $/TON 

YEAR  USGC INDEX 
PRICE, $/TON 

EL PASO REGIONAL 
PRICE, $/TON 
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YEAR  USGC INDEX 
PRICE, $/TON 

EL PASO REGIONAL 
PRICE, $/TON 

YEAR  USGC INDEX 
PRICE, $/TON 

EL PASO REGIONAL 
PRICE, $/TON 

2008  127  213 2016* 140 226 

2009  195  282 2017* 142 243 

2010  140  228 2018* 145 250 

2011  138  227 2019* 155 260 

2012  254  345 2020* 157 265 

2013  216  309 2021* 162 271 

2014  180  274 2022* 172 282 

2015*  145  234 2023* 177 296 

* Pricing for these years are ICIS forecast pricing.

	

The	price	of	hydrochloric	acid	has	experienced	large	price	fluctuations	between	2008	and	2015.		
ICIS	projects	that	the	price	will	rise	between	2015	to	2023	at	an	annual	rate	of	2.5	percent	to	a	price	
of	$177	per	ton.		Between	2008	and	2015,	the	El	Paso	regional	price	ceiling	was	approximately	
$85/ton	to	$95/ton	above	the	USGC	price.		ICIS	projects	that	the	regional	premium	will	increase	to	
approximately	$120/ton	in	2023.	

 MINERAL MARKET PRICE FORECAST 8.4
For	the	mineral	products	gypsum	and	magnesium	hydroxide,	market	forecast	pricing	information	
was	not	available.	Black	&	Veatch	has	summarized	historical	information	available	through	the	
United	States	Geological	Survey	(USGS)’s	annual	review	of	mineral	commodities	markets	and	
pricing	in	the	United	States.	

 Gypsum 8.4.1

Gypsum	is	used	for	three	main	purposes	within	the	United	States:	in	the	manufacture	of	wallboard,	
as	an	input	into	the	production	of	portland	cement,	and	as	a	fertilizer	and	soil	conditioner	for	
agriculture.		Today,	most	gypsum	is	divided	into	two	types,	crude	gypsum	and	calcined	gypsum.		
Crude	gypsum	is	used	primarily	in	agriculture	and	portland	cement,	while	calcined	gypsum	is	used	
in	wallboard	manufacturing.		

Crude	gypsum	is	produced	primarily	through	mining	and	as	a	bi‐product	in	coal	fired	power	plants.		
Gypsum	from	coal	plants,	also	known	as	flue‐gas	desulfurization	(FGD)	gypsum,	is	produced	
primarily	east	of	the	Mississippi	in	states	with	a	large	portion	of	electricity	generated	by	coal‐fired	
plants.	FGD	gypsum	is	approximately	95	percent	purity	and	is	well	integrated	into	the	wallboard	
supply	chain.	Mined	gypsum	is	extracted	primarily	west	of	the	Mississippi	at	a	higher	cost	and	a	
lower	purity	of	approximately	80	percent,	compared	to	FGD	gypsum.	EWM	expects	to	produce	high	
purity	(97	percent)	gypsum	that	can	be	dissolved	in	water	(solution	grade),	for	application	in	
agricultural	irrigation	systems.		

Based	on	the	United	States	Geological	Survey	(USGS)’s	annual	review	of	gypsum	for	2013,	overall	
production	in	the	United	States	has	increased	nine	percent	from	2012	to	30	million	metric	tons.		
2013	production	was	roughly	split	evenly	between	crude	and	calcined	gypsum	though	calcined	
gypsum	experienced	a	larger	increase,	14	percent,	than	crude	gypsum,	five	percent.	
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Pricing	for	gypsum	in	2013	varied	depending	on	the	type	and	end	use.		The	average	unit	price	for	
calcined	gypsum	was	$27.60	per	short	ton,	an	increase	of	15	percent	compared	to	2012.		The	
average	unit	price	for	uncalcined	gypsum	used	in	cement	production	was	$20.60	per	short	ton,	an	
increase	of	12	percent	compared	to	2012.		The	average	unit	price	for	uncalcined	gypsum	used	in	
agriculture	was	$40.30	per	short	ton,	a	10	percent	decrease	compared	to	2012.	

In	the	agriculture	sector,	crude	gypsum	is	used	as	a	soil	additive	to	improve	soil	quality	and	crop	
yield.		In	the	southwest,	gypsum	is	used	extensively	to	counteract	the	effects	of	high	salinity	water.		
As	noted	above,	the	average	price	for	agricultural	gypsum	is	approximately	$40/ton,	though	this	
varies	greatly	depending	on	the	purity	of	the	gypsum.		A	2009	study	by	the	University	of	California	
Cooperative	Extension	on	the	effect	of	gypsum	in	Southern	California	noted	the	cost	differences	of	
various	purities	of	agricultural	gypsum.		Low	quality	gypsum	with	purities	of	50‐75	percent	had	
reported	market	prices	of	$15‐$50	per	ton.	High	quality	solution	grade	gypsum,	with	a	purity	of	95	
percent,	had	a	reported	market	price	of	$110	per	ton.	As	EWM’s	processes	are	designed	to	produce	
solution	grade	gypsum	of	at	least	97	percent	purity,	EWM	plans	to	target	the	higher	priced	
agricultural	market	for	high	quality,	high	purity	solution	grade	gypsum.		

 Magnesium Hydroxide 8.4.2

Magnesium	hydroxide	is	used	for	a	variety	of	purposes	including	water	treatment,	as	a	chemical	
intermediate,	in	pharmaceuticals,	and	in	fertilizer.			

Based	on	the	USGS’s	annual	review	of	magnesium	compounds,	overall	US	production	in	2013	has	
increased	by	three	percent	compared	to	2012	though	the	amount	exported	decreased	by	three	
percent	compared	to	2012.		Domestic	shipments	of	magnesium	hydroxide	increased	from	176,000	
metric	tons	in	2012	to	182,000	metric	tons	in	2013.		Exports	decreased	from	22,900	metric	tons	in	
2012	to	22,100	metric	tons	in	2013.			

According	to	the	USGS’s	annual	review	of	magnesium	compounds,	the	value	per	short	ton	of	
magnesium	hydroxide	declined	from	2012	to	2013.		For	domestic	use	of	magnesium	hydroxide,	the	
value	per	short	ton	decreased	approximately	seven	percent	to	$475/short	ton.		For	exported	
magnesium	hydroxide,	the	value	per	short	ton	decreased	approximately	nine	percent	to	
$782.81/short	ton.	

 OPERATIONS AND MAINTENANCE AGREEMENT  8.5

 Term  8.5.1
Effective	August	1,	2015,	EWM	P1	entered	into	a	ten	year	Operations,	Maintenance	and	
Management	Agreement	(O&M	Agreement)	with	Veolia	North	America	Operating	Services,	LLC	
(Veolia	North	America).		The	term	will	begin	on	the	earlier	of	January	1,	2017	or	when	Veolia	North	
America	begins	mobilization.		The	O&M	Agreement	can	be	extended	for	five	years	subject	to	
adjusting	the	contract	service	fees.			If	the	parties	cannot	reach	an	agreement	on	the	five	year	
extension,	the	contract	will	automatically	extend	for	one	year	unless	either	party	provides	a	written	
termination	notice	120	days	before	the	ten	year	termination	date.	

 Scope 8.5.2
Veolia	North	America	is	responsible	for	providing	staff,	the	development	of	operational	practices,	
start‐up,	and	the	continuous	operations	and	maintenance	of	the	Project.		Services	include:		

 Mobilization	services:	
● Hiring	and	relocation	of	staff	
● Training	
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● Development	of	O&M	manuals	and	a	process	control	plan	
● Development	of	an	asset	management	program	
● Providing	EWM	P1	with	a	punch	list	to	complete	construction	
● Provide	labor	during	commissioning	

 Labor	to	staff	the	Project,	including:	
● An	offsite	operations	manager	dedicated	to	the	region	
● An	onsite	plant	manager	dedicated	to	the	Project	
● Onsite	operator	/	maintenance	personal	dedicated	to	the	Project	
● Offsite	administrative	support	
● Offsite	technical	support	including	field	engineers,	process	engineers,	start‐up	engineering,	and	
maintenance	technicians	

● Offsite	environmental,	health,	and	safety	personal	
● Total	on‐site	headcount	included	in	the	O&M	Agreement	is	10	full	time	employees.			Additional	
staff	will	be	provided	at	a	cost	of	$90,000	per	year	subject	to	escalation.	

 Maintenance	services:	
● Implementing	a	maintenance	management	program	
● Corrective	maintenance	
● Preventative	and	predictive	maintenance	(up	to	$40,000)	per	year		
● Management	of	subcontracted	maintenance	
● Management	of	spare	parts	inventory	

 Process	support:	Veolia	North	America	will	provide	up	to	700	hours	of	technical	support	over	the	
term	of	the	contract	and	additional	support	will	be	billed	at	a	cost	of	$180	per	hour	plus	expenses	

 Chemical	management:	Veolia	North	America	is	responsible	for	the	onsite	management	of	the	
receiving,	handling,	and	monitoring	of	chemicals	used	in	the	process.		Veolia	North	America	will	
also	maintain	and	monitor	the	chemical	feed	rates.	

 Product	handling:	Veolia	North	America	will	manage	the	loading	of	the	process	product	into	
product	tanker	trucks	provided	by	EWM	P1’s	logistics	subcontractors	

 Process	control	and	sampling:	Veolia	North	America	will	provide	limited	sampling	and	analysis	
 Operations	plan:	Veolia	North	America	will	provide	and	maintain	an	operations	plan	for	the	
Project	

 Regulatory	support:	Veolia	North	America	will	support	EWM	P1	in	complying	with	all	regulations	

EWM	P1	is	responsible	for	the	following:	

 Supplying	electrical	power,	natural	gas,	and	chemicals	required	for	operations	of	the	processes	in	
the	Project	

 Providing	for	sale	and	disposal	of	all	chemical	and	mineral	by‐products	and	wastes	from	the	
Project	

 Providing	for	submittal	of	and	agreement	to	environmental	reports	and	management	with	
environmental	regulators	

 Costs	of	complying	with	state	permits	including	analytical	testing,	offsite	lab	analysis,	and	
reporting	

 Costs	associated	with	managing	and	disposing	of	off‐spec	product	
 Providing	and	maintaining	an	inventory	of	critical	spare	parts	
 Supporting	all	warranty	claims	

 Change in Scope 8.5.3
Changes	to	the	scope	are	permitted	for:	

 Changes	in	facility	operations,	required	personal	qualifications,	or	other	costs	caused	by	
circumstances	out	of	Veolia	North	America’s	control	
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 Changes	in	the	tax	code	
 EWM	P1’s	request	for	additional	services	

 Compensation 8.5.4
Veolia	North	America	will	be	compensated	through	a	start‐up	component,	fixed	operation	
component,	a	variable	operation	component,	and	production	bonus.	
	
The	start‐up	component	of	the	O&M	Agreement	is	broken	into	two	parts.	Start‐up	is	expected	to	
commence	approximately	10	months	prior	to	the	commercial	operation	date	of	the	Project.	At	the	
start	of	mobilization	services,	EWM	P1	will	pay	Veolia	North	America	$90,000.		In	addition,	EWM	P1	
will	pay	Veolia	North	America	a	monthly	fee	of	$62,500	for	mobilization,	which	is	expected	to	last	
approximately	10	months.		
	
After	start‐up	(commercial	operation)	is	achieved,	EWM	P1	will	pay	Veolia	North	America	a	fixed	
monthly	fee	of	$97,083.34	that	is	subject	to	an	annual	escalation	rate.		The	escalation	rate	is	based	
on	equal	weightings	of	the	Producer	Price	Index	for	Finished	Goods	and	the	Consumer	Price	Index.		
The	escalation	rate	will	be	calculated	as	the	twelve	month	average	of	the	indices	divided	by	the	
previous	twelve	month	average	of	the	indices.	
	
In	addition	to	the	fixed	operations	component,	EWM	P1	will	pay	Veolia	North	America	110	percent	
of	any	costs	associated	with	service,	chemicals,	labor,	maintenance,	or	materials	that	are	not	
covered	in	the	scope	of	services.	
	
EWM	P1	will	pay	Veolia	North	America	a	production	bonus	of	$75	per	ton	if	production	of	caustic	
soda	and	hydrochloric	acid	exceed	22,425	tons	per	year.	This	is	calculated	based	on	the	daily	
production	targets	of	32.35	short	tons	of	caustic	soda	and	32.65	short	tons	of	hydrochloric	acid,	
annualizing	to	11,160.75	short	tons	of	caustic	soda	and	11,264.25	short	tons	of	hydrochloric	acid	
based	on	345	equivalent	days	available	for	production	in	a	year.	The	O&M	Agreement	does	not	
provide	for	a	minimum	availability	or	production	requirement.	

 Limitation of Liability 8.5.5
Veolia	North	America’s	liability	for	the	performance	or	non‐performance	of	its	obligations	in	the	
contract	is	limited	to	$3,000,000.	

 Termination and Default 8.5.6
The	O&M	Agreement	will	be	terminated	if	either	party	delivers	written	notice	of	termination	to	the	
other	party	at	least	120	days	prior	to	the	end	of	the	initial	or	extended	term.	The	O&M	Agreement	
can	also	be	terminated	in	the	event	of	default.	The	non‐defaulting	party	may	terminate	the	
agreement	by	providing	written	notice.	
Default	is	triggered	by	any	of	the	following	events:	

 Failure	to	meet	the	requirements	of	the	contract	for	thirty	days	after	receiving	notice	from	the	
counter‐party	of	their	failure	to	meet	the	requirements	of	the	contract	

 The	insolvency,	dissolution	or	liquidation	of	either	party	
 Failure	by	one	party	to	pay	amounts	due	to	the	other	party	

	
If	Veolia	North	America	is	the	defaulting	party	and	it	receives	a	termination	notice,	it	will:	
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 Stop	all	services	in	the	time	frame	and	manner	specified	in	the	notice	and	make	no	additional	
actions	or	commitments	related	to	the	contract	(e.g.	purchase	order	or	subcontracts	for	the	
facilities)	

 Obtain	assignment	or	cancellation	of	all	purchase	orders,	subcontracts,	rentals,	and	any	other	
agreements	to	EWM	P1	

 Assist	in	the	transition	of	the	facility	and	complete	performance	of	such	portions	of	the	services	
that	were	not	terminated	

	
If	EWM	P1	is	the	defaulting	party	and	it	receives	a	termination	notice,	it	will	reimburse	Veolia	North	
America	for	expenses	incurred	to	date,	demobilization	expenses,	and	employee	severance	packages	
up	to	$200,000	in	aggregate.	

 FUEL SUPPLY AND TRANSPORTATION 8.6

EWM	will	source	natural	gas	to	fuel	its	cogeneration	unit	and	supply	electricity	for	the	Project.	
EWM	has	provided	draft	fuel	transportation	and	interconnection	agreements	with	El	Paso	Natural	
Gas	Company,	LLC	(EPNG),	a	subsidiary	of	Kinder	Morgan.	For	natural	gas	supply,	EWM	intends	to	
execute	an	energy	management	agreement	with	Schneider	Electric,	who	will	purchase	fuel	on	the	
spot	market.	

 Fuel Transportation Agreement 8.6.1

EWM	P1	provided	a	Firm	Transportation	Service	Agreement	(Firm	Gas	Transportation	Agreement)	
with	EPNG	as	the	transporter	and	EWM	P1	as	the	shipper,	executed	in	September	2015	with	an	
effective	date	of	December	1,	2016.	EPNG	will	construct	an	8.6	mile,	4”	diameter	lateral	to	provide	
gas	transportation	service	to	EWM	P1	from	EPNG’s	12”	Line	No.	1142.	

 Term 8.6.1.1

The	Firm	Gas	Transportation	Agreement	is	effective	starting	the	later	of	the	in‐service	date	or	
December	1,	2016.	The	in‐service	date	is	defined	as	the	date	the	gas	lateral	is	ready	for	service	and	
EPNG	has	been	authorized	to	put	the	gas	lateral	into	service.		

The	Firm	Gas	Transportation	Agreement	will	be	in	effect	for	31	years	from	the	first	day	of	the	
month	following	the	commencement	date.		

 Scope 8.6.1.2

EPNG	agrees	to	the	following:	

 Provide	transportation	service	and	deliver	gas	to	EWM	P1	at	the	agreed	upon	delivery	point,	
which	will	be	at	the	EWM	P1	meter.	

 Construct	an	8.6	mile,	4”	diameter	lateral	and	delivery	interconnect	facility	capable	of	accurately	
measuring	up	to	3,500	dekatherms	(Dth)	per	day	at	325	pounds	per	square	inch	(psi)	of	
pressure.		

 Use	reasonable	efforts	to	secure	all	necessary	regulatory	approvals,	permits	and	other	
authorizations	required	for	the	construction	of	the	lateral.		

 Have	the	lateral	constructed	and	available	for	service	by	October	1,	2016.		

EWM	P1	agrees	to	the	following:	

 Tender	gas	for	transportation	services,	and	provide	EPNG	receipt	quantities	at	the	primary	
receipt	point	(Montana	Lateral).		
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 Pay	applicable	maximum	tariff	rates	unless	otherwise	provided,	and/or	agree	on	a	discounted	
rate	schedule	with	EPNG,	pursuant	the	rate	provisions	set	in	the	Firm	Gas	Transportation	
Agreement.	

 Notify	EPNG	of	the	date	of	the	financial	closing	of	securing	the	financing	arrangements	for	the	8.6	
mile	lateral	as	soon	as	reasonably	practicable	after	the	closing	occurs.		

 Price and Quantity 8.6.1.3

The	applicable	tariff	for	the	Firm	Gas	Transportation	Agreement	is	EPNG’s	the	Federal	Energy	
Regulatory	Commission	(FERC)	Gas	Tariff	Third	Revised	Volume	No	1A	(FERC	Gas	Tariff).	EPNG	has	
the	right	to	propose	to	FERC	changes	in	rates	and	terms	of	services,	and	the	Firm	Gas	
Transportation	Agreement	will	include	any	changes	made	effective	pursuant	to	FERC	Order	or	
regulation	or	provision	of	law.		

EWM	P1	agrees	to	pay	EPNG	a	negotiated	reservation	rate	of	$18.4147	per	Dth	per	month.		Any	
applicable	surcharges	will	be	the	maximum	surcharges	as	stated	on	the	Statement	of	Rates	from	the	
FERC	Gas	Tariff,	and	may	change	from	time	to	time,	unless	otherwise	agreed	to	by	both	parties.	
These	surcharges	consist	of	mainline	delivery	fees,	including	reservation	costs,	commodity	costs,	
supplier	adders,	wholesale	basis,	and	fuel	costs,	which	are	charged	based	on	volume	of	actual	fuel	
delivered.	EWM	P1	has	used	a	consultant	forecast	provided	by	Schneider	Electric	to	estimate	these	
charges.	

EWM	P1	and	EPNG	agree	to	set	the	primary	receipt	point/location	at	Montana	Lateral,	and	a	
primary	delivery	point/location	at	the	EWM	P1	meter.	The	proposed	lateral	is	marked	in	red	in	
Figure	8‐1	below.	

	

Figure 8‐1 Gas Interconnection Map 

For	the	first	five	years	from	the	commencement	date,	the	demand	of	the	Firm	Gas	Transportation	
Agreement	is	set	at	a	maximum	of	1,900	Dth	per	day.	For	the	following	25	years,	the	contract	
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demand	is	set	at	a	maximum	of	3,500	Dth	per	day.	EWM	expects	that	its	natural	gas	consumption	
will	be	below	1,900	Dth	per	day	throughout	the	Project’s	operating	life.	

 Termination 8.6.1.4

If	requirements	about	financing	are	not	fully	satisfied	by	the	dates	specified,	either	party	can	
terminate	the	Firm	Gas	Transportation	Agreement	by	providing	the	other	party	with	30	days	
written	notice.	Otherwise,	the	Firm	Gas	Transportation	Agreement	will	terminate	after	the	31	year	
term.	

 Interconnection Agreement 8.6.2

EWM	P1	provided	the	execution	draft	Interconnect	Agreement	for	Butterfield	Trail	Delivery	
between	EWM	P1	and	El	Paso	Natural	Gas	Company,	LLC	(EPNG),	dated	September	29,	2015	
(Natural	Gas	Interconnection	Agreement).	The	Natural	Gas	Interconnection	Agreement	is	expected	
to	be	signed	at	financial	close.	Per	the	Natural	Gas	Interconnection	Agreement,	EWM	P1	and	EPNG	
will	establish	an	interconnection	between	their	respective	pipeline	facilities	for	deliveries	of	natural	
gas	from	EPNG	to	EWM	P1’s	facilities.		

 Term and Pricing 8.6.2.1

The	Natural	Gas	Interconnection	Agreement	will	become	effective	on	the	date	it	is	executed,	and	is	
in	effect	for	a	primary	term	of	one	year,	and	is	automatically	renewed	for	successive	additional	one‐
year	periods	until	terminated	by	either	party.	There	is	no	additional	fee	associated	with	the	Natural	
Gas	Interconnection	Agreement.	

 Scope 8.6.2.2

The	Natural	Gas	Interconnection	Agreement	specifies	the	following:		

 Each	party	is	responsible	for	the	construction	and	maintenance	and	operations	of	their	portion	of	
the	interconnection	facilities,	described	in	detail	below.	

 The	maximum	allowable	operating	pressure	is	set	at	809	psig,	regardless	of	the	actual	operating	
pressures	maintained	by	each	party	in	their	facilities.		

 Each	party	is	fully	responsible	for	the	operation	and	maintenance	of	cathodic	protection	devices	
of	their	respective	facilities.	

 Custody	of	the	gas	passes	from	EPNG	to	EWM	P1	when	it	passes	through	the	outlet	flange	of	
EPNG’s	facilities	at	the	delivery	point.		

 The	meter	station	will	be	designed	to	accurately	measure	flow	rates	ranging	from	55	Mcf	per	day	
to	3,810	Mcf	per	day.	The	agreement	does	not	obligate	EPNG	to	operate	the	pipeline	at	a	certain	
pressure	or	to	establish	minimum	contract	delivery	pressure	at	the	interconnect.		

 EWM	P1	will	restore	accuracy	to	the	meter	station	at	its	own	expense	if	an	issue	occurs.		
 Each	party	is	responsible	for	obtaining	any	permits,	licenses	or	government	authorizations	
necessary	for	construction,	installation,	operation	and	maintenance	of	each	party’s	facilities.		

 EPNG	will	perform	measurement	services	at	the	interconnect,	consisting	of	volume	and	energy	
calculations,	calibration	of	transmitters,	and	recording	instrumentation.		

 Interconnection Points 8.6.2.3

The	interconnect	will	be	located	approximately	8.6	miles	from	Mile	Post	0+4925	on	EPNG’s	line	
number	1142	in	El	Paso	County,	Texas,	at	Section	25,	Grantee	T.	&	P.R.R.CO.		EWM	P1	will	provide	
EPNG	a	site	located	at	the	Project	where	the	interconnect	will	be	located.		The	facility	will	be	
designed,	procured,	constructed	and	installed	to	deliver	up	to	3,810	Mcf	per	day.	
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EPNG	will	design,	procure,	construct,	own	and	install	at	the	interconnection	location	at	its	own	
expense	the	following:		

 One	four	inch	hot‐tap	and	one	four	inch	ball	valve	(tap	assembly)	
 8.6	miles	of	four	inch	pipeline	
 One	three	inch	5M	rotary	meter	(meter	station)	
 A	flow	computer,	transmitters	and	communication	equipment	
 Zoned	chromatograph	download	
 Cathodic	protection	equipment	
 Other	equipment	necessary	to	ensure	the	facility	meets	the	requirements	of	this	agreement	

EWM	P1	will	design,	procure,	construct,	own	and	install	at	the	interconnection	location	at	its	own	
expense	the	following:	

 A	120	volt/240	volt,	100	amp,	60	hertz,	single‐phase,	3‐wire	service	drop	
 Associated	tie‐in	piping	with	cathodic	protection	equipment	connecting	EMW	P1	to	EPNG	
 Other	equipment	necessary	such	as	overpressure	protection,	regulation,	odorization	
 Equipment	required	for	data	sharing	
 Cathodic	protection	equipment	
 Other	equipment	necessary	to	ensure	the	facility	meets	the	requirements	of	this	agreement	

 Termination 8.6.2.4

If	EWM	P1	fails	to	comply	with	its	obligations,	EPNG	will	notify	of	failure,	and	EWM	P1	has	30	days	
to	remedy	failure,	or	EPNG	can	immediately	shut‐in	the	interconnect.		

Either	party	can	terminate	the	agreement	by	providing	the	other	party	with	30	day	written	notice	
before	the	end	of	the	primary	term	or	any	extension	after	that.		

 Energy Management Agreement 8.6.3

EWM	provided	the	draft	Energy	Management	Services	Proposal	summarizing	proposed	terms	for	
an	energy	management	agreement	between	EWM	P1	and	Schneider	Electric	(Schneider)	for	the	
Project	in	El	Paso,	Texas	(Energy	Management	Agreement).	The	Energy	Management	Agreement	is	
not	expected	to	be	executed	until	close	to	when	EWM	P1	will	need	to	purchase	natural	gas.	

 Term 8.6.3.1

Services	under	the	Energy	Management	Agreement	will	be	effective	for	a	period	of	24	months	from	
the	effective	date	of	the	agreement.		

 Scope 8.6.3.2

Schneider	will	provide	the	following	services	to	EWM	P1:	

 Dedicated	client	manager		
 Strategic	risk	management	–	focus	on	minimizing	price	volatility	

● Identify	buying	opportunities	in	the	market		
● Provide	recommendations	for	the	risk	profile	
● Tailor	hedging	recommendations		
● Mark	to	market,	mark	to	budget	and	value	at	risk	reports	

 Strategic	energy	purchasing	–	energy	purchasing	based	on	market	timing,	not	contract	expiration	
alone.		
● Actively	monitor	regional	natural	gas	on	EWM	P1’s	behalf	
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● Have	knowledge	opinions	of	the	regional	natural	gas	markets	
● Strategically	source	physical	delivery	of	energy	based	on	market	conditions	
● Provide	strategic	supply	sourcing	and	management	services	in	deregulated	markets	

 Natural	gas	nomination	and	balancing	–	ensure	supply	and	avoid	penalties	
 Data	operations	and	validation		

 Price  8.6.3.3

EWM	P1	will	pay	Schneider	$1,750	per	month	for	these	services.	

  Termination 8.6.3.4

Termination	details	are	not	discussed	in	the	proposal.		

 WATER SUPPLY, WASTEWATER DISCHARGE, AND STORMWATER 8.7

The	Project’s	operating	and	potable	water	requirements	will	be	provided	through	municipal	rates	
by	the	EPWU	via	a	two‐inch	size	meter.	The	Project	will	purchase	water	service	at	EPWU’s	water	
rates	for	non‐residential	customers:	$1.68	per	hundred	cubic	feet	(ccf),	plus	a	monthly	water	
supply	replacement	charge	of	$55.20,	a	monthly	franchise	fee	of	$15.49	and	monthly	standby	fire	
protection	fee	of	$9.54	based	on	its	meter	size.		

The	Project	will	pay	$1.49	per	ccf	(minimum	monthly	charge	of	$69.47)	for	wastewater	service	for	
sewage	waste	from	the	Project’s	on‐site	bathrooms.	In	addition,	an	annual	permit	fee	of	$1,090	is	
due	for	the	Project’s	wastewater	discharge	permit.	

EPWU	charges	stormwater	fees	based	on	the	amount	of	impervious	area	per	customer.	The	Project	
will	be	responsible	for	a	fee	of	$3.27	per	2,000	square	feet	of	impervious	area.	The	Project	expects	
to	have	approximately	100,000	square	feet	of	impervious	area.	

 MANAGEMENT SERVICES AGREEMENT 8.8

EWM	provided	the	Management	Services	Agreement	between	EWM	P1	and	Enviro	Water	Minerals	
Company,	Inc	(EWMC)	as	manager,	executed	on	September	24,	2015.		

 Term 8.8.1
Services	under	the	Management	Services	Agreement	will	begin	January	1,	2017.	The	Management	
Services	Agreement	will	remain	in	effect	until	terminated.		

 Scope 8.8.2
EWMC	or	one	of	its	subsidiaries	will	provide	the	following	services	on	behalf	of	EWM	P1:	

 General	corporate	services	–	including	annual	budget	preparation,	advertising,	customer	relation	
services,	and	legal	services	

 General	accounting,	financial	and	tax	services	–	including	accounts	payable,	cash	management	
services,	general	ledger	services,	financial	and	tax	reporting,	insurance	management	services,	
customer	billing	and	collection	services	

 Plant	operations	and	maintenance	–	limited	operations	and	maintenance	support	services	for	the	
Project.	

 License	–	EWMC	will	provide	EWM	P1	a	non‐transferable,	non‐sublicensable	right	and	license	to	
use	EWMC’s	intellectual	property	throughout	the	term	of	the	Management	Services	Agreement.		



EWM P1, LLC | EL PASO BRINE WATER TREATMENT PROJECT   29 OCTOBER 2015 

 BLACK & VEATCH | Commercial Operation 
 

8‐21
	

 Price  8.8.3
EWM	P1	will	pay	EWMC	for	the	services	described	above	an	annual	fee	of	$65,000,	to	be	paid	in	
monthly	increments.			

If	EWM	P1	requests	that	EWMC	perform	additional	services	outside	of	the	scope	of	the	
Management	Services	Agreement,	EWM	P1	will	pay:	direct	cost	plus	an	additional	15	percent	with	
respect	to	labor	costs,	or	an	additional	10	percent	with	respect	to	all	other	direct	costs.	Direct	costs	
refer	to	direct	out‐of‐pocket	expenses	paid	by	EWMC	for	its	employees	directly	and	demonstrably	
attributable	to	providing	such	service.		

Adjustments	in	case	of	cost	increases	will	be	negotiated	in	good	faith	as	an	amendment	to	the	
amounts	set	in	the	Management	Services	Agreement,	so	that	EWMC	will	provide	the	basic	services	
described	in	the	Management	Services	Agreement	without	economic	loss.	Beginning	January	1,	
2018,	and	each	year	after	that	during	the	term	of	the	Management	Services	Agreement,	the	fees	
charged	by	EWMC	will	increase	by	two	percent	annually.		

 Termination 8.8.4
The	Management	Services	Agreement	may	be	terminated	in	full	or	on	a	service‐by‐service	basis	at	
the	option	of	either	party	upon	30	days	prior	written	notice.		

Either	party	has	the	right	to	terminate	the	Management	Services	Agreement	immediately	if	the	
other	party	is	in	material	breach	of	any	part	of	the	Management	Services	Agreement,	and	such	
breach	not	been	resolved	within	30‐60	days	of	receipt	of	written	notice	(EWMC	has	30	days	to	
resolve;	EWM	P1	has	60	days	to	resolve).	A	party	may	also	terminate	the	Management	Services	
Agreement	if	the	other	party	is	subject	to	bankruptcy,	asset	liquidation,	sale	or	transfer	due	to	
insolvency,	or	if	it	makes	an	assignment	for	the	benefit	of	its	creditors.	

In	the	event	of	termination,	if	EWM	P1	wants	to	provide	any	of	the	basic	services	on	its	own	or	
through	a	third	party,	EWMC	will	use	its	best	efforts	to	provide	a	smooth	transition	and	assist	EWM	
P1	in	establishing	direct	third	party	relationships	for	a	period	of	six	months	from	the	effective	date	
of	termination.		

 LAND AGREEMENTS 8.9

Black	&	Veatch	reviewed	the	Industrial	Water	Processing	Plant	Lease	(Lease	Agreement)	between	
the	City	as	landlord	and	EWM	P1	as	tenant,	executed	effective	November	1,	2015.	The	Lease	
Agreement	provides	for	the	lease	of	6.2863	acres	of	land	to	EWM	P1	(Premises),	as	well	as	non‐
exclusive	use	of	an	adjacent	parcel	of	2.0393	acres	to	access	the	leased	land	(Driveway).	Both	the	
Premises	and	the	Driveway	are	in	El	Paso	International	Airport	land,	which	is	owned	and	operated	
by	the	City,	and	managed	by	the	director	of	aviation.	The	annual	rent	for	the	Premises	is	$28,478.32	
and	the	annual	rent	for	the	Driveway	is	$9,238.50,	for	a	total	annual	lease	fee	of	$37,716.82.	The	
Lease	Agreement	has	an	initial	term	of	32	years,	which	may	be	extended	for	up	to	three	consecutive	
renewal	terms	of	five	years	and	a	final	renewal	term	thereafter	of	three	years.	

EWM	P1’s	access	to	the	Driveway	is	limited	to	the	terms	of	the	traffic	control	plan	that	EWM	P1	is	to	
develop	and	obtain	approval	on,	from	the	City.	EWM	P1	may	not	use	any	other	access	way	to	travel	
to	or	from	the	Premises	without	prior	permission	from	the	director	of	aviation.	

EWM	P1	is	permitted	to	use	the	Premises	for	the	operation	of	the	Project	to	receive	and	process	
brine	and	brackish	water	from	the	KBH	Desalination	Plant,	and	to	return	processed	water	to	the	
KBH	Desalination	Plant,	and	transport	other	minerals	and	chemicals	extracted	from	the	brine	and	
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brackish	water	using	the	Driveway.	EWM	P1	may	also	use	the	Premises	for	other	related	uses	with	
prior	approval	from	the	director	of	aviation.	Specifically,	the	Lease	Agreement	permits	EWM	P1	to	
(at	its	own	cost,	and	with	approvals	per	the	terms	of	the	Lease	Agreement	and/or	government	
authorities,	as	applicable):	

 Site	and	construct	the	Project	on	the	Premises	
 Install,	operate	or	maintain	above	ground	or	underground	fuel	or	chemical	storage,	pumping	or	
dispensing	facilities	on	the	Premises	

 Connect	to	natural	gas,	storm	and	sanitary	sewers	and	water	and	other	utility	outlets	

 COMMERCIAL OPERATION CONCLUSIONS 8.10

 All	of	the	primary	contracts	required	for	the	operation	and	maintenance	of	the	Project	are	in	
place	or	in	draft	form.	The	scope	of	work	defined	in	the	aggregate	of	the	BWTSSA	(executed),	
O&M	Agreement	(executed),	Fuel	Transportation	Agreement	(executed),	Natural	Gas	
Interconnection	Agreement,	Energy	Management	Agreement,	Management	Services	Agreement	
(executed),	and	Lease	Agreement	(executed)	provide	the	commodities	and	services	required	for	
the	operation	and	maintenance	of	the	Project	in	accordance	with	the	assumptions	of	the	Financial	
Model.		

 The	contracts	required	for	the	sales	of	the	primary	products	from	the	Project	are	in	place.	The	
BWTSSA,	HCl	Sales	Agreement,	and	Caustic	Soda	Distributor	Agreement,	are	executed	and	
provide	for	the	majority	of	the	Project’s	revenues	(approximately	95	percent	in	the	first	12	
months)	from	water,	hydrochloric	acid	and	caustic	soda	sales	and	distribution,	in	accordance	
with	the	revenue	assumptions	of	the	Financial	Model.	EWM	P1	also	has	a	letter	of	intent	to	
execute	a	distribution	agreement	for	its	gypsum	product.	

 Based	on	the	market	supply	and	demand	information	provided	by	ICIS	in	the	“HCl	&	Caustic	Soda	
Price	Forecast	&	Supply	Demand”	report,	Black	&	Veatch	believes	it	is	reasonable	to	expect	that	
the	distributors	for	EWM’s	caustic	soda	and	hydrochloric	acid	products	will	be	able	to	find	end	
users	for	these	products.		
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9 Environmental Review 
Black	&	Veatch	reviewed	the	environmental	compliance	aspects	of	the	Project	including	
environmental	permits	and	approvals	needed	for	construction	and	operation	of	the	Project.	The	
review	included	documents	provided	by	EWM	and	information	from	phone	calls	with	EWM.	

Black	&	Veatch	has	not	identified	any	issues	of	note	that	would	appear	to	delay	any	final	remaining	
approvals	needed	for	construction	or	operation	of	the	Project.	The	Project	site	appears	to	be	
appropriate	for	the	Project,	with	minimal	environmental	constraints	to	development.	Also,	the	
Project	operations	will	involve	minimal	discharge	of	effluents,	air	emissions,	and	wastes,	and	thus	
has	limited	operational	environmental	impact.		

The	status	of	required	studies,	approvals,	and	permits	are	described	briefly	in	the	following	
sections.	

 FEDERAL  9.1
Since	the	Project	is	being	developed	on	public	airport	land,	EWM	received	from	the	Federal	
Aviation	Administration	(FAA)		a	“categorical	exclusion”	from	any	federal	requirements	for	an	
environmental	assessment	of	the	Project	activities	on	airport	land.	On	September	22,	2015	FAA	
approved	the	exclusion	application	package	submitted	for	the	Project.		Highlights	of	topics	covered	
in	the	application	include	the	following:	

 No	wetlands	have	been	identified	on	the	site	from	desktop	studies	and	a	field	check	of	land	cover.	

 Protected	species	that	could	be	identified	in	the	site	area	are	bird	species	with	the	exception	of	
one	listed	plant,	the	Sneed	pincushion	cactus.	According	to	a	consultation	with	the	US	Fish	and	
Wildlife	Service,	no	critical	habitats	are	listed	for	the	site.	Project	plans	include	a	pre‐construction	
survey	by	a	wildlife	biologist	to	identify	any	nests	or	endangered	flora	in	the	construction	
footprint	to	assure	avoidance	or	minimization	of	any	impacts	to	protected	species.	

 A	review	of	the	records	of	the	Texas	Historical	Commission	(THC)	indicated	no	archeological	
sites	are	known	on	the	Project	property.		An	additional	archeological	review	(pedestrian	survey)	
was	conducted	on	July	31,	2015,	and	a	report	of	the	findings	was	submitted	to	the	THC	for	
concurrence.	The	consultant	(ESSCO)	concluded	that	the	Project	site	did	not	contain	sites	eligible	
for	the	National	Register	of	Historic	Places	and	suggested	to	THC	that	a	“No	Effect	Determination”	
be	granted.	Approval	was	provided	by	THC	on	August	28,	2015.	

 The	application	documented	that	communications	were	sent	to	four	Native	American	Tribes	to	
comment	on	any	potential	impacts.	No	response	had	been	received	as	of	October	1,	2015.	

Based	upon	information	provided	for	review,	Black	&	Veatch	has	not	identified	any	issues	of	note	
associated	with	the	FAA	categorical	exclusion	approval	and	related	information	provided	in	the	
application	package.	

 STATE  9.2
The	environmental	requirements	for	the	Project	under	State	of	Texas	rules	are	primarily	associated	
with	approvals	from	the	Texas	Commission	on	Environmental	Quality	(TCEQ)	associated	with	the	
water	treatment	process	and	emission	sources	associated	with	the	Project.	Approvals	issued	by	
TCEQ	include	the	following:	
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 Approval	of	Pilot	Study	Protocol	–	December	16,	2013	

 Approvals	of	Pilot	Study	Reports	and	Addenda	–	August	11,	2014	Approval;	August	29,	2014	
Updated	approval	with	corrected	details;	January	13,	2014	–	Approval	of	addendum	to	include	an	
alternate	concentrate	desalination	process.	

 Approval	of	modified	plant	design	–	January	13,	2015	–	The	letter	approves	the	Project	water	
treatment	train	and	specifies	conditions	for	such	items	as	construction	of	treatment	chemical	
systems	and	required	online	monitoring.	

 Conditional	approval	for	plant	construction	–	August	11,	2015	–	This	letter	approves	
construction	of	the	Project	and	operation	of	the	treatment	system	to	pipe	treated	water	to	the	
neighboring	EPWU	KBH	Desalination	Plant.	

 Air	“Permit‐by‐Rule”	registration	from	TCEQ‐134575	–	August	6,	2015	–	This	permit	allows	
construction	and	operation	of	the	Project	emission	sources	which	includes	the	following	‐	a	
natural	gas‐fired	combustion	turbine	with	heat	recovery	steam	generator	(7.2	MW),	two	
emergency	generators	(using	natural	gas),	process	boiler,	tanks,	and	a	gypsum	vacuum	drum	
filter.	The	permit‐by‐rule	registration	specifically	covers	the	combustion	turbine	and	gypsum	
vacuum	filter.	

 Conditional	approval	for	plant	construction	–	October	21,	2015	–	This	letter	expands	the	August	
11,	2015	and	January	13,	2015	approvals	by	referencing	newer	design	information	submitted	to	
TCEQ		on	August	24,	2015,		including	details	presented	in	the	drawings,	technical	specifications	
and	report	submitted	then.	

A	construction	storm	water	permit	will	also	be	obtained	for	the	Project	from	TCEQ	as	a	routine	
application	prior	to	the	start	of	construction.	

 LOCAL 9.3
The	most	significant	permits	and	approvals	from	El	Paso	County	and	the	City	include	the	following	
items:	

 EWM	is	finalizing	arrangements	with	the	local	wastewater	authority	for	backup	wastewater	
discharge	of	wash	down	water	to	the	public	sewer.		The	water	will	be	pH	adjusted,	will	generally	
comply	with	flow	and	solids	limits,	and	will	be	discharged	only	for	upset	or	failure	conditions.	

 The	Project	received	confirmation	from	the	City	in	June	2015	that	the	current	city	zoning	
designation	for	the	property	(M‐1‐Manufacturing)	is	adequate	for	the	Project.		

 EWM	informed	Black	&	Veatch	that	building	permits,	local	erosion	permit,	and	other	
administrative	permits	(ministerial)	will	be	obtained	prior	to	the	beginning	of	construction	based	
upon	final	plans.	

 A	stormwater	collection	pond	is	included	as	part	of	the	site	plans	to	be	approved	by	the	City.	

Connection	to	the	sanitary	sewer	system	and	to	the	natural	gas	provider	(private	supplier	to	be	
determined)	will	be	subject	to	final	cost	arrangements	with	the	parties.		EWM	will	be	treated	as	a	
customer	for	connections.	
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 OTHER ITEMS 9.4
A	Phase	I	Environmental	Site	Assessment	of	the	site	property	was	conducted	by	URS	Engineering	in	
December	2014	(ESA).	No	recognized	environmental	conditions	were	identified	in	the	ESA.	No	pre‐
existing	site	contamination	is	expected	on	this	undeveloped	land.	

The	Project	facility	is	not	located	near	residences	or	other	sensitive	noise	receptors.	The	Project	
does	not	appear	to	have	specific	requirements	for	noise	mitigation.	

 ENVIRONMENTAL CONCLUSION 9.5
Based	upon	information	provided	and	inquiries	made,	the	Project	received	the	major	state	and	local	
approvals	required	to	start	construction	and	operate	the	facility.	The	Project	is	on	track	to	receive	
remaining	approvals	which	appear	to	be	minor	or	routine/ministerial,	including	items	contingent	
on	final	design	details.		Black	&	Veatch	has	not	identified	any	issues	of	note	that	would	appear	to	
delay	any	final	remaining	approvals	needed	for	construction	or	operation	of	the	Project.	
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10 Financial Model 
Black	&	Veatch	reviewed	a	financial	model	titled	“EWM	P1	Model_10‐27‐2015.xlsx”	(Financial	
Model),	dated	October	28,	2015.		The	Financial	Model	was	developed	by	EWM.		Black	&	Veatch	
reviewed	the	major	technical	input	assumptions	forecasting	revenue	and	expenses	related	to	
construction	and	operation	of	the	Project.		The	findings	for	contractual	commitments	and	
associated	technical	assumptions	from	this	review	are	summarized	in	the	following	sections.	

 TECHNICAL ASSUMPTIONS 10.1
The	Financial	Model	incorporates	a	number	of	inputs	and	assumptions	associated	with	all	activities	
necessary	to	support	the	Project	throughout	construction	and	operation.		Black	&	Veatch	did	not	
review	insurance	or	tax	expenses.		Black	&	Veatch	has	reviewed	these	costs	and	assumptions	and	
commented	where	appropriate	in	Table	10‐1.	

Table 10‐1 Financial Model Assumptions and Inputs 

INPUT  PROJECT INPUTS COMMENT

Project Life (years)  30  Black & Veatch understands that the expected debt 

amortization period is 27 years. Per the BWTSSA, 

EPWU will provide brine water feedstock to the 

Project for 30 years from commercial operation. The 

Project equipment, if operated and maintained in 

accordance with manufacturer specifications, should 

have a useful life beyond the amortization period of 

the bonds. 

Startup and Test Dates  2016  According to the O&M Agreement, start‐up 

preparations are expected to commence 

approximately 10 months prior to the commercial 

operation date of the Project. EWM expects start‐up 

testing to occur in late 2016. 

Commercial Operation 

Date 

April 1, 2017   Black & Veatch notes that this is the anticipated 

Commercial Operation Date of the full capacity of the 

Project in the Financial Model; some initial expenses 

from the start‐up period are expected beginning 10 

months prior to this date. The commercial operation 

date in the Financial Model includes two months of 

contingency for delay as compared to the 

Construction Schedule. 

Project Production 

(Guaranteed)  

[Confidential]  The return water and the minerals and chemicals 

production capacity is generally consistent with the 

Project design and mass balance calculations limited 

by the performance guarantee provided for the GE 

membranes, and the provisions of the BWTSSA, the 

HCl Sales Agreement, Caustic Soda Distributor 

Agreement, and the Gypsum Offtake LOI. 
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INPUT  PROJECT INPUTS COMMENT

Project Production 

(Expected) 

[Confidential]  The return water and the minerals and chemicals 

production capacity is generally consistent with the 

Project design and mass balance calculations limited 

by the expected feedstock availability from KBH 

Desalination Plant, and the provisions of the BWTSSA, 

the HCl Sales Agreement, Caustic Soda Distributor 

Agreement, and the Gypsum Offtake LOI. 

Equivalent Operating 

Days 

Guaranteed Case – 345

Expected Case – 351  

Black & Veatch understands that the guaranteed case 

operating days include two weeks of maintenance 

down time and 6 equivalent days of operating at a 

limited capacity and the expected case includes only 

two weeks of maintenance down time. This is 

somewhat conservative with respect to feedstock 

availability. Black & Veatch notes the maintenance 

down time and reduced operating days in the 

Financial Model also include the potential for 

downtime related to forced outage of the energy and 

steam production equipment, as the Project’s backup 

equipment is not sufficiently sized to run the MRP. 

Product Pricing (first 

year assumptions) 

[Confidential]   Return water pricing is based on BWTSSA terms. 

 HCl and caustic soda pricing are based on ICIS nine 
year forecasts, with escalation afterward. 

 Gypsum price assumptions are based on current 

market pricing for bulk sales of high purity gypsum. 

 Magnesium hydroxide price assumptions are based 

on USGS historical pricing plus inflation. 

Escalation (inflation)  1.5 percent  Reasonable

Annual O&M Costs 

(first year) 

$1.17 million   Consistent with O&M Agreement. EWM P1 will pay 

Veolia $97,083.34 fixed fee per month for the O&M 

services provided; summarized in Section 10.4. 

Production Bonus  $75/ ton of HCl and Caustic 

Soda 

Consistent with O&M Agreement. EWM P1 will pay 

Veolia a bonus of $75/ ton for HCl and caustic soda 

combined production exceeding 22,425 tons yearly, 

calculated based on forecast production in the 

Financial Model; summarized in Section 10.4. 

Equipment 

Maintenance Reserve 

Fund (2017 accrual) 

$650,000 included in capital 

costs and additional 

$650,000 during 2017 

operations, $1.30 million 

total 

Reasonable; summarized in Section 10.4.4. 
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INPUT  PROJECT INPUTS COMMENT

Natural Gas Cost (first 

year) 

Guaranteed Case – $2.54 

million; 570 mmscfd 

Expected Case – $2.64 

million; 600 mmscfd 

Estimates for natural gas pricing were based on third 

party studies and forecasts from Schneider and 

NYMEX. EWM provided estimates for natural gas 

consumption for the Project. 

Additional Operating 

Expenses (first year) 

$1.58 million  Estimated additional expenses include property taxes, 

insurance, lease, water costs, several annual fees for 

administrative and financial services, as well as 

sulfuric acid costs. These costs are summarized in 

Section 10.4. 

Construction Costs  $38.86 million  Consistent with the totals found from the quote book, 

and further discussed in Section 10.2. 

Capitalized Interest 

Term 

Jan 1, 2016 through May 1, 

2017 

The duration of the bond capitalized construction 

interest period covers the scheduled construction 

period (January 2016 until February 2017), plus three 

months of contingency. 

 CAPITAL COSTS AND EPC COSTS 10.2
Black	&	Veatch	reviewed	the	capital	costs	in	the	Financial	Model,	totaling	approximately	$68	
million.	The	top	three	expense	categories	include	construction,	construction	contingency,	and	
project	financing	costs.	Other	capital	cost	components	include	reserves,	engineering,	project	
development,	pipeline	guarantee,	pilot,	and	start‐up/commissioning.	Black	&	Veatch	summarized	
the	capital	costs	by	spend	type	in	Figure	10‐1	below.		
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Figure 10‐1 Capital Costs by Spend Type 
Note: Project financing costs primarily consist of capitalized interest expenses ($3.9 million). This category also 
includes legal and financial advisor fees, bond offering expenses, bank fees, Mission Economic Development 
Corporation fees, independent engineering report fees, independent insurance report fees, totaling $2.1 million. 
The reserves budget includes $3.6 million for debt service reserve, $1.1 million for plant operating reserve, and 
$650,000 for major maintenance reserve. 

 Construction Costs 10.2.1

Construction	costs	make	up	the	largest	share	of	the	capital	costs.	Black	&	Veatch	reviewed	the	quote	
book	available	in	the	data	room	and	the	values	in	the	Financial	Model.	Black	&	Veatch	found	
constructions	costs	in	the	Financial	Model	were	consistent	with	the	construction	costs	from	the	
quote	book.		

The	quote	book	summarizes	the	construction	costs	into	four	major	categories	plus	construction	
management.	The	major	categories	include	fixed	infrastructure,	industrial	process,	industrial	water,	
and	potable	water.		The	Table	10‐2	below	summarizes	the	costs	per	category	from	the	quote	book.		

Table 10‐2 Engineering, Procurement, Construction and Management Costs by Category 

DESCRIPTION  $MILLIONS  % OF TOTAL 

Fixed Infrastructure  $11.18 29% 

Industrial Process  $11.38 29% 

Industrial Water  $11.03 28% 

Potable Water  $3.94 10% 

Construction Management  $1.33 3% 

Total  $38.86 100% 
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Figure	10‐2	below	summarizes	the	major	components	of	each	category	from	Table	10‐2	above.	
Fixed	infrastructure	includes	equipment	installation,	building	construction,	and	electrical	
installation.	Industrial	water,	the	one	of	the	largest	construction	cost	categories,	is	primarily	made	
up	of	the	purchase	of	GE’s	Bipolar	Electrodialysis	(BPED)	system	at	$9.33	million.	If	the	BPED	
system	is	purchased	before	October	31,	2015,	the	cost	can	be	reduced	by	$0.1	million.	Industrial	
process	category’s	major	expenses	include	the	combustion	turbine	and	HRSG	($4.4	million)	and	
caustic	and	acid	evaporation	equipment	($4.54	million).	Potable	water	is	one	of	the	smallest	spend	
categories,	and	includes	GE’s	Electrodialysis	Reversal	(EDR)	system	at	$2.3	million.	Construction	
management	and	balance	of	plant	installation	costs	with	NorrisLeal	are	estimates	of	time	and	
materials	billing.	The	costs	for	these	services	are	expected	to	be	approximately	$1.3	million.		

	
Figure 10‐2 Design and Construction Costs by Component 

 Construction Contingency 10.2.2
The	Financial	Model’s	$68	million	budget	in	capital	costs	includes	$6.0	million	held	by	EWM	P1	for	
construction	contingency.	This	represents	approximately	13.7	percent	of	the	construction	and	
engineering	costs	of	$38.86	million,	which	includes	fixed	costs	and	time	and	materials	estimates.	
These	represent	the	remaining	construction	costs	after	development	costs	including	testing,	design,	
engineering,	permitting,	legal	and	other	expenses.	This	is	a	higher	percentage	reserved	for	
contingency	than	is	typical	in	a	plant	construction	project,	due	to:	

 This	is	the	first	time	this	configuration	of	equipment	is	being	constructed,	and	the	Project	may	
need	to	change	the	design,	and	may	face	challenges	in	plant	commissioning	and	startup.	

 There	is	no	single	engineering,	procurement	and	construction	contractor	responsible	for	and	
guaranteeing	the	overall	construction	and	performance	of	the	Project.	

Given	the	scope	of	this	Project,	the	contingency	reserve	appears	to	be	adequate	for	the	Project.				

 REVENUE 10.3
Black	&	Veatch	reviewed	EWM’s	revenue	assumptions	and	calculations	in	the	Financial	Model	
based	on	EWM’s	BWTSSA	for	return	water,	distribution	sales	agreements	for	its	chemical	and	
mineral	products,	and	market	pricing	and	forecasts	from	third	party	consultants.	EWM’s	forecast	
revenue	from	the	Project	for	the	first	12	months	of	operation	is	summarized	in	Table	10‐3	and	
forecast	revenues	throughout	Project	operating	life	are	illustrated	in	Figure	10‐3.				
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Table 10‐3 Revenue Streams (First 12 Months of Operation) 

ITEM  COST ($’000/YEAR) IN FINANCIAL MODEL 

  GUARANTEED CASE EXPECTED CASE 

Return Water  $1,583.5 $1,652.0 

Hydrochloric Acid  $5,999.6 $6,465.3 

Caustic Soda  $5,073.1 $5,469.7 

Gypsum  $448.9 $483.9 

Magnesium Hydroxide  $199.3 $211.4 

TOTAL $13,304.4 $14,282.2 

	

	

Figure 10‐3 Forecast Product Revenues through 2044 (Guaranteed Case) 

The	Financial	Model	assumptions	and	calculations	for	pricing	of	return	water	to	EPWU	are	based	on	
the	terms	of	the	BWTSSA	as	summarized	in	Section	8.1.	The	revenue	presented	in	Figure	10‐3	is	
based	on	annual	return	water	production	of	717.0	million	gallons	per	year	(guaranteed	case).		

The	Financial	Model’s	calculations	for	revenue	from	hydrochloric	acid,	caustic	soda,	and	gypsum	
products	have	been	modeled	generally	consistently	with	the	terms	of	the	distribution	agreements	
as	summarized	in	Section	8.2.	Market	pricing	for	hydrochloric	acid,	caustic	soda,	gypsum,	and	
magnesium	hydroxide	products	are	based	on	the	market	price	forecasts	and	market	historical	
pricing	information	as	summarized	in	Section	8.3.	Price	and	revenue	assumptions	for	magnesium	
hydroxide	accounted	for	inflation	from	historical	pricing	to	the	first	year	of	operation	as	well	as	50	
percent	estimated	payment	to	a	distributor,	which	EWM	has	not	yet	contracted.	Pricing	for	the	
other	products	include	inflation	assumptions	for	the	years	following	available	forecasts	(nine	year	
forecasts	from	ICIS	for	hydrochloric	acid	and	caustic	soda;	current	forecast	from	distributor	for	
gypsum).	Transportation	costs	are	based	on	estimates	provided	by	EWM’s	contracted	distributors	
for	hydrochloric	acid,	caustic	soda,	and	gypsum.	
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The	Financial	Model	assumes	that	the	Project	begins	generating	revenue	in	2017,	which	is	
consistent	with	the	current	Project	schedule.	The	Financial	Model	includes	28	years	of	operation,	
which	exceeds	the	debt	amortization	period	of	27	years.	There	are	two	scenarios	presented	in	the	
financial	model,	the	guaranteed	case	and	the	expected	case.	There	are	345	and	351	operational	
days	per	year,	in	each	respective	case.	Both	cases	include	two	weeks	of	downtime	when	the	Project	
and	the	KBH	Desalination	Plant	will	perform	planned	maintenance.	The	guaranteed	case	also	
includes	allocation	for	two	weeks	when	KBH	Desalination	Plant	may	operate	at	a	reduced	level.	
Black	&	Veatch	notes	that	the	Financial	Model	does	not	model	for	the	additional	supply	of	raw	
brackish	water	(up	to	an	additional	0.94	mgd	for	total	supply	of	1.94	mgd,	which	would	yield	
additional	return	water	production	and	chemical	production)	during	the	reduced	operational	
periods	assumed	in	the	guaranteed	case,	which	is	slightly	conservative.	

The	production	levels	of	return	water,	HCl,	caustic	soda,	and	other	minerals	and	chemicals	of	the	
guaranteed	case	are	calculated	based	on	guaranteed	levels	of	production	from	the	water	treatment	
equipment	manufacturers.	The	characteristics	of	the	GE	production	guarantees	limit	the	brine	
feedstock	that	can	be	treated	to	1.35	mgd	in	the	guaranteed	case.	The	production	levels	for	the	
expected	case	are	limited	by	the	amount	of	brine	water	feedstock	that	KBH	Desalination	Plant	
expects	to	provide	to	the	Project,	which	averages	1.43	mgd.	This	additional	production	is	supported	
based	on	the	mass	balance	calculations	for	the	Project	as	summarized	in	Section	5.6	and	on	the	
manufacturers’	stated	inclusion	of	10	percent	buffer	in	their	respective	guarantees	based	on	their	
expectations	for	the	equipment’s	ability	to	perform.		

 OPERATING EXPENSES 10.4
EWM	has	modeled	operating	expenses	in	the	Financial	Model	based	on	expenses	from	the	O&M	
Agreement,	natural	gas	usage,	sulfuric	acid	usage,	property	taxes,	and	other	miscellaneous	expenses	
including	land	lease,	municipal	water	fees,	permit	fees,	insurance,	administrative	support,	and	bank	
fees.	First	12	months	of	operating	expenses	are	summarized	in	Table	10‐4,	and	forecast	operating	
expenses	throughout	Project	operating	life	are	illustrated	in	Figure	10‐4.	

Table 10‐4 Expenses Breakdown (First 12 Months of Operation) 

ITEM  COST ($’000/YEAR) IN FINANCIAL MODEL 

  GUARANTEED CASE EXPECTED CASE 

Annual O&M Agreement Base Fee  $1,169.4 $1,169.4 

Production Bonus   $14.9 $177.4 

Natural Gas Expense   $2,562.8 $2,669.8 

Miscellaneous Expenses   $454.5 $455.0 

Sulfuric Acid Cost  $91.0 $98.3 

Property Taxes*   $1,025.2 $1,025.2 

Equipment Maintenance Expenses and Reserves $984.1 $984.1 

TOTAL $6,301.9 $6,579.2 

*Provided calendar year 2017 
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Figure 10‐4 Forecast Operating Expenses through 2044 (Guaranteed Case) 

Black	&	Veatch	reviewed	the	assumptions	for	the	operating	expenses	in	the	following	sub‐sections	
based	on	the	O&M	Agreement,	natural	gas	agreements	and	proposals,	Management	Services	
Agreement,	and	other	information	provided	by	EWM	regarding	price	and	cost	assumptions	to	
operate	the	Project.	

 O&M Agreement Expenses 10.4.1

The	O&M	Agreement	includes	a	fixed	monthly	fee	of	$97,083.34	that	is	subject	to	annual	escalation,	
which	is	consistent	with	the	fee	in	the	Financial	Model.	The	O&M	Agreement’s	base	fee	includes	
$40,000	budget	for	annual	corrective,	preventative	and	predictive	maintenance	expenses	for	the	
Project.	The	O&M	Agreement	also	includes	a	bonus	structure	for	production	exceeding	caustic	soda	
and	hydrochloric	production	targets.	The	production	bonus	of	$75	per	ton	is	modeled	for	tons	
produced	exceeding	the	HCl	and	caustic	soda	target.	The	bonus	expense	forecasted	is	based	on	tons	
of	these	products	that	are	produced	at	full	capacity	in	the	guaranteed	and	expected	cases	and	
remains	the	same	throughout	the	modeled	operating	period	for	the	Project.		

 Electricity Expenses 10.4.2

Expenses	for	electricity	needs	for	the	Project	are	modeled	through	purchase	and	consumption	of	
natural	gas.	Natural	gas	pricing	is	estimated	based	on	Schneider’s	forecasts.	EWM	has	forecast	
natural	gas	consumption	for	the	Project	based	on	95	percent	load	factor	and	five‐year	overhauls	of	
the	combustion	turbines.	

 Other Operating Expenses 10.4.3

Miscellaneous	expenses	modeled	for	the	Project	include	chemical	costs,	water	supply	and	discharge	
fees,	stormwater	expenses,	general	and	administrative	fees,	management	services	agreement	fees,	
energy	management	fees,	land	lease,	as	well	as	costs	for	insurance	and	financing.		

EWM	has	estimated	that	the	Project	will	need	82.1	lbs	of	antiscalant,	1.4	lbs	of	bisulfite,	and	2	lbs	of	
ferric	chloride	per	day	to	operate.	In	addition,	EWM	anticipates	using	1.75	tons	per	day	of	sulfuric	
acid	based	on	guaranteed	concentrate	to	be	processed,	to	be	scaled	accordingly	to	actual	
concentrate	flows.	
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Water	services	are	provided	by	EPWU	per	municipal	rates	as	summarized	in	Section	8.7.	EWM	has	
estimated	water	consumption	of	10,512,000	gallons	annually	based	on	estimated	average	usage	of	
20	gpm.	This	water	will	serve	the	Project’s	potable	water	and	bathroom	needs	for	O&M	staff.		

Energy	management	will	be	provided	by	Schneider	through	the	Energy	Management	Agreement	
summarized	in	Section	8.6.3.	The	fee	included	in	the	Financial	Model	is	consistent	with	Schneider’s	
proposed	fee.	

Administrative	support	includes	estimates	for	administrative	costs	like	office	supplies	and	
equipment,	third	party	financial	auditing,	as	well	as	the	fee	for	the	management	services	agreement	
as	summarized	in	Section	8.8.	All	of	the	fees	are	escalated	at	1.5	percent	as	an	estimate	for	inflation,	
except	for	the	management	services	administrative	support,	which	is	escalated	at	two	percent	in	
accordance	with	the	Management	Services	Agreement.	

Black	&	Veatch	notes	that	the	Financial	Model	includes	estimates	for	insurance,	land	lease	taxes,	
and	financing	expenses.		

 Equipment Maintenance Reserves 10.4.4

Black	&	Veatch	reviewed	the	equipment	maintenance	reserve	assumptions	based	on	the	
membranes	replacement	plan	provided	by	EWM	based	on	GE	recommendations	and	combustion	
turbine	maintenance	based	on	a	quote	provided	from	IMMI	Turbines	Inc.	(IMMI),	a	company	that	
provides	gas	turbine	installation,	engineering,	maintenance,	repair	and	overhaul	services.	The	
maintenance	reserve	expenses	total	$1.3	million	annually	and	are	generally	inflated	throughout	the	
forecast	period,	except	for	the	EDBM	membrane	reserves.	EWM	believes	the	costs	for	these	
membranes	will	decrease	over	time	as	the	technology	improves	and	industry	usage	increases.	

 RO	/	NF	membranes	reserve	–	GE	estimates	the	membranes	need	to	be	replaced	every	8	or	15	
years	based	on	the	membrane	type.	Based	on	this	maintenance	schedule,	the	Project	intends	to	
reserve	$66,000	per	year.	

 EDBM	membranes	reserve	–	EWM	has	estimated	replacements	for	the	EDBM	membranes	every	
four	years	based	on	GE’s	guidance	that	these	membranes	may	last	up	to	five	years	with	similar	
operating	parameters.	EWM	has	planned	for	$975,000	annually	to	be	reserved.	

 EDR	membranes	reserve	–	GE	has	recommended	yearly	replacements	for	anions,	cations,	
spacers	and	electrodes	to	maintain	the	EDR	membranes.	EWM	has	estimated	these	replacements	
to	cost	$61,000	per	year.	

 Combustion	turbine	maintenance	reserve	–	EWM	has	budgeted	for	an	overhaul	of	the	
combustion	turbines	every	five	years	at	a	cost	of	$756,000.	EWM	plans	to	reserve	$151,000	per	
year	for	the	overhauls.	

 Ion	exchange	resin	annual	replenishment	–	EWM	has	budgeted	for	$11,500	annually	for	ion	
exchange	resin	replenishment.	

 Other	parts	–	EWM	has	also	included	$30,000	per	year	for	other	parts	or	unexpected	
replacements	that	may	be	needed.	
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 STRESS CASE SENSITIVITIES 10.5

EWM	provided	five	stress	case	sensitivities	to	its	Expected	and	Guaranteed	cases,	and	one	
additional	case	to	combine	several	of	the	factors.	The	five	sensitivity	cases	were	run	individually	to	
measure	the	impact	to	cash	flow	available	for	debt	servicing.	The	sensitivity	variable	was	impacted	
throughout	the	analysis	period	to	provide	a	reference	of	relative	effect	from	reductions	or	increases	
to	various	assumptions.	The	EWM	Financial	Model	has	the	capability	to	run	the	sensitivities	to	both	
the	Expected	Case	and	Guaranteed	Case.	The	sensitivities	are	described	below:	

 Reduced	Availability:	This	sensitivity	reduces	the	number	of	operating	days	by	10	percent.	This	
scenario	represents	the	possibility	of	increased	unplanned	outage,	reduction	in	design	output,	or	
reduction	in	brine	feed.		

 Increased	Non‐Contracted	O&M	Budget:	This	sensitivity	increases	non‐contracted	O&M	expense	
items	by	20	percent.		

 Reduced	Major	Maintenance	Cycles:	This	sensitivity	reduces	major	maintenance	cycles	by	25	
percent.	EDBM	membranes	are	reduced	from	4	year	replacement	cycle	to	3.	RO/NF	membranes	
are	replaced	6	years	instead	of	8	years.	Combustion	Turbine	is	major	maintenance	occurs	every	3	
years	instead	of	4.	SWRO	TM820V,	SWRO	TM720D‐440	and	Demin	are	reduced	to	12	years	
instead	of	15.	EDR	membranes	replacement	is	not	stressed	because	its	use	is	better	understood.	

 Pricing:	This	sensitivity	decreases	HCl	and	Caustic	Soda	prices	by	20	percent	throughout	the	
analysis	period	and	increases	the	price	of	natural	gas	by	20	percent	throughout	the	analysis	
period.	

 Later	COD:	This	stress	sensitivity	delays	the	commissioning	date	to	June	1,	2017	and	reduces	the	
availability	of	operation	days	by	20	percent	during	the	first	seven	months	of	operation.		

 Combined	Case:	This	scenario	combines	the	reduced	availability,	increased	non‐contracted	O&M	
budget	and	later	COD.	Major	maintenance	is	not	included	in	the	combined	case	because	it	is	
assumed	with	less	availability	the	membranes	and	equipment	will	have	longer	life.	

The	results	shown	below	are	for	the	Guaranteed	Case.	
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Figure 10‐5 Stress Case Sensitivities Funds Available For Debt Servicing (Guaranteed Case) 

As	seen	above	in	Figure	10‐5,	price	and	volumes	are	the	most	impactful	variable	of	the	sensitivities.	
Top	line	revenues	are	calculated	as	price	multiplied	by	volumes.	In	the	Reduced	Availability	
sensitivity,	10	percent	less	operating	days	means	less	volumes	and	less	natural	gas	purchases	
among	other	items;	in	the	Pricing	sensitivity	case,	the	sensitivity	calls	for	a	20	percent	decrease	in	
product	prices	but	also	a	20	percent	increase	in	natural	gas	expenses.	HCl	and	Caustic	Soda	make	
up	the	majority	of	the	Project’s	revenues,	and	natural	gas	is	the	single	largest	expense.	As	these	
items	are	adjusted,	they	will	have	a	larger	impact	on	the	Project	than	other	items.		

 FINANCIAL MODEL CONCLUSIONS AND FINDINGS 10.6

 The	technical,	capital	cost	and	operating	expense	assumptions	of	the	Financial	Model	are	
generally	reasonable	and	consistent	with	major	agreements	and	contracts	as	reviewed	in	the	
Report.	

 The	construction	contingency	assumption	of	$6.0	million	in	the	Financial	Model	appears	to	be	
adequate	for	the	Project.	

 The	duration	of	the	bond	capitalized	construction	interest	period	provided	in	the	Financial	Model	
exceeds	the	scheduled	construction	period.			

 Under	the	Guaranteed	Case,	the	Project	is	estimated	to	have	a	minimum	debt	service	coverage	
ratio	of	1.99.	Under	the	Expected	Case,	the	Project	is	estimated	to	have	a	minimum	debt	service	
coverage	ratio	of	2.2.	

 None	of	the	observed	stress	cases	reduced	the	expected	debt	service	coverage	ratio	below	1.0	for	
any	given	year.	The	Combined	sensitivity	had	the	lowest	minimum	debt	service	coverage,	with	
the	first	year	of	operation	debt	service	coverage	ratio	at	1.22.		
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APPENDIX B 
 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

$48,000,000 
Mission Economic Development Corporation 

Water Supply Revenue Bonds 
(Enviro Water Minerals Project) 

Series 2015 (Green Bonds) 

December 22, 2015 

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed and delivered 
by EWM P1, LLC (the “Borrower”) in connection with the issuance of the above-named bonds (the 
“Bonds”).  The Bonds are being issued pursuant to that certain Trust Indenture, dated as of December 1, 
2015 (the “Indenture”), by and between the Mission Economic Development Corporation (the “Issuer”) 
and BOKF, National Association.  The Borrower covenants and agrees as follows: 

SECTION 1. Purpose of the Disclosure Certificate.  This Disclosure Certificate is being 
executed and delivered by the Borrower for the benefit of the Holders and Beneficial Owners of the 
Bonds and in order to assist the Placement Agents in complying with Securities and Exchange 
Commission (“SEC”) Rule 15c2-12(b)(5) (the “Rule”). 

SECTION 2. Definitions.  In addition to the definitions set forth in the Indenture, which apply 
to any capitalized term used in this Disclosure Certificate unless otherwise defined in this Section, the 
following capitalized terms shall have the following meanings: 

“Annual Report” shall mean any Annual Report provided by the Borrower pursuant to, 
and as described in, Sections 3 and 4 of this Disclosure Certificate. 

“Beneficial Owner” shall mean any person which has or shares the power, directly or 
indirectly, to make investment decisions concerning ownership of any Bonds (including persons 
holding Bonds through nominees, depositories or other intermediaries). 

“Dissemination Agent” shall mean the Borrower, or any successor Dissemination Agent 
designated in writing by the Borrower and which has filed with the Borrower a written 
acceptance of such designation. 

“Fiscal Year” means the period beginning on January 1 of each year and ending on the 
next succeeding December 31 or any other twelve-month, or fifty-two week, period hereafter 
selected and designated as the official fiscal year period of the Borrower. 

“Holder” shall mean the person in whose name any Bond shall be registered. 

“Listed Events” shall mean any of the events listed in Section 5(a) or (b) of this 
Disclosure Certificate. 

“MSRB” shall mean the Municipal Securities Rulemaking Board or any other entity 
designated or authorized by the Securities and Exchange Commission to receive reports pursuant 
to the Rule.  Until otherwise designated by the MSRB or the Securities and Exchange 
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Commission, filings with the MSRB are to be made through the Electronic Municipal Market 
Access (EMMA) website of the MSRB, currently located at http://emma.msrb.org. 

“Placement Agents” shall mean, collectively, First Southwest Company and Hilltop 
Securities Inc. as the placement agents for the Bonds. 

SECTION 3. Provision of Annual Reports, Quarterly Reports and Monthly Construction 
Reports. 

(a) The Borrower shall, or shall cause the Dissemination Agent to, not later than 120 
days after the end of each Fiscal Year, commencing with the report for the 2016 Fiscal Year, 
provide to the MSRB an Annual Report which is consistent with the requirements of Section 4 of 
this Disclosure Certificate.  The Annual Report may cross-reference other information as 
provided in Section 4 of this Disclosure Certificate.  If the Borrower’s Fiscal Year changes, it 
shall give notice of such change in a filing with the MSRB.   The Annual Report shall be 
submitted on a standard form in use by industry participants or other  appropriate form and shall 
identify the Bonds by name and CUSIP number.  

(b) Within 45 days of the end of each Fiscal Year, the Borrower shall deliver a 
summary of the operating and capital budgets for the Fiscal Year then started. 

(c) The Borrower shall, or shall cause the Dissemination Agent to, not later than 60 
days after the end of each fiscal quarter, commencing with the fiscal quarter ending March 31, 
2016, provide to the MSRB a Quarterly Report which is consistent with the requirements of 
Section 4 of this Disclosure Certificate.  The Quarterly Report may cross-reference other 
information as provided in Section 4 of this Disclosure Certificate.  The Quarterly Report shall be 
submitted on a standard form in use by industry participants or other  appropriate form and shall 
identify the Bonds by name and CUSIP number.  

(d) The Borrower shall, or shall cause the Dissemination Agent to, not later than 25 
days after the end of each month, commencing with a report for the month ending January 31, 
2016 and continuing until the commercial operations date, provide to the MSRB a Monthly 
Construction Report which is consistent with the requirements of Section 4 of this Disclosure 
Certificate. 

(e) Not later than 5 business days prior to the respective date set forth above, the 
Borrower shall provide the Annual Report, Annual Budget, Quarterly Report or Monthly 
Construction Report to the Dissemination Agent (if other than the Borrower).  If the Borrower is 
unable to provide to the MSRB an Annual Report, Annual Budget Quarterly Report or Monthly 
Construction Report by the respective date required above, the Borrower shall, in a timely 
manner, send or cause to be sent to the MSRB a notice in substantially the form attached as 
Exhibit A. 

(f) The Dissemination Agent shall (if the Dissemination Agent is other than the 
Borrower) file a report with the Borrower certifying that the Annual Report, Annual Budget , 
Quarterly Report or Monthly Construction Report, as applicable, has been provided pursuant to 
this Disclosure Certificate, stating the date it was provided to the MSRB. 
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SECTION 4. Content of Reports.   

(a) Annual Report.  The Borrower’s Annual Report shall contain or include by 
reference the following: 

1. audited financial statements of the Borrower for the preceding Fiscal 
Year, or, if such statements are not available, unaudited financial statements for such 
period with the audited financial statements to be posted promptly after they become 
available;  

2. management discussion and analysis of results and cost of any major 
maintenance projects undertaken;  

3. project operating statistics including percentage operating capacity 
versus budget for project’s feedstock and output products, percentage variance of average 
price realized for each chemical and mineral product versus budget and average price 
paid for natural gas;  

4. a debt service coverage ratio calculation; and  

5. an update to the table under the caption “PROJECTED REVENUES AND 

EXPENSES.” 

(b) Quarterly Report.  The Borrower’s Quarterly Report shall contain or include by 
reference the following: 

1. quarterly unaudited financial statements of the Borrower for the 
preceding fiscal quarter;  

2. management discussion and analysis of results;   

3. project operating statistics including percentage operating capacity 
versus budget for project’s feedstock and output products, percentage variance of average 
price realized for each chemical and mineral product versus budget  and average price 
paid for natural gas and cost of any major maintenance projects undertaken; and  

4. an update to the table under the caption “PROJECTED REVENUES AND 

EXPENSES.” 

(c) Monthly Construction Reports.  The Borrower’s Monthly Report shall contain or 
include by reference the following: 

1. a general description of construction and equipment purchased and 
installed;  

2. expenditures for project construction and equipment and any variance 
from budget for such expenditures with aggregate draw from Project Fund; 

3. discussion of project schedule and any variance from the original 
schedule of the construction manager; 
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4. general discussion of completion of new contracts for future construction 
or equipment acquisition; 

5. identification of any known procurements that will take place later than 
indicated on the original schedule of the construction manager; 

6. general discussion of any pre-commissioning and commissioning work 
taking place; and 

7. updates on expected completion dates of the feedstock pipe from the Kay 
Bailey Hutchinson Desalination Plant and the natural gas lateral connection pipeline from 
El Paso Natural Gas. 

Any or all of the items described in this Section 4 may be set forth in one or a set of documents or 
may be included by specific reference to other documents, including official statements of debt issues of 
the Borrower or related public entities, which have been made available to the public on the MSRB’s 
website or the SEC.  The Borrower shall clearly identify each such other document so included by 
reference. 

SECTION 5. Reporting of Significant Events. 

(a) The Borrower shall give, or cause to be given, notice of the occurrence of any of 
the following events with respect to the Bonds not later than ten business days after the 
occurrence of the event: 

1. Principal and interest payment delinquencies; 

2. Unscheduled draws on debt service reserves reflecting financial 
difficulties; 

3. Unscheduled draws on credit enhancements reflecting financial 
difficulties; 

4. Substitution of credit or liquidity providers, or their failure to perform; 

5. Issuance by the Internal Revenue Service of proposed or final 
determination of taxability or of a Notice of Proposed Issue (IRS Form 5701 TEB); 

6. Tender offers; 

7. Defeasances;  

8. Rating changes; or 

9. Bankruptcy, insolvency, receivership or similar event of the Borrower. 

Note:  for the purposes of the event identified in subparagraph (9), the event is considered 
to occur when any of the following occur:  the appointment of a receiver, fiscal agent or 
similar officer for an obligated person in a proceeding under the U.S. Bankruptcy Code or 
in any other proceeding under state or federal law in which a court or governmental 
authority has assumed jurisdiction over substantially all of the assets or business of the 
obligated person, or if such jurisdiction has been assumed by leaving the existing 



 

B-5 

governmental body and officials or officers in possession but subject to the supervision 
and orders of a court or governmental authority, or the entry of an order confirming a 
plan of reorganization, arrangement or liquidation by a court or governmental authority 
having supervision or jurisdiction over substantially all of the assets or business of the 
obligated person. 

(b) The Borrower shall give, or cause to be given, notice of the occurrence of any of 
the following events with respect to the Bonds, if material, not later than ten business days after 
the occurrence of the event: 

1. Unless described in Section 5(a)(5), adverse tax opinions or other 
material notices or determinations by the Internal Revenue Service with respect to the tax 
status of the Bonds or other material events affecting the tax status of the Bonds; 

2. Modifications to rights of Bond holders; 

3. Optional, unscheduled or contingent Bond calls; 

4. Release, substitution, or sale of property securing repayment of the 
Bonds; 

5. Non-payment related defaults; 

6. The consummation of a merger, consolidation, or acquisition involving 
the Borrower or the sale of all or substantially all of the assets of the Borrower, other than 
in the ordinary course of business, the entry into a definitive agreement to undertake such 
an action or the termination of a definitive agreement relating to any such actions, other 
than pursuant to its terms; or 

7. Appointment of a successor or additional trustee or the change of name 
of a trustee. 

(c) Whenever the Borrower obtains knowledge of the occurrence of a Listed Event 
described in Section 5(b), the Borrower shall determine if such event would be material under 
applicable federal securities laws. 

(d) If the Borrower learns of the occurrence of a Listed Event described in 
Section 5(a), or determines that knowledge of a Listed Event described in Section 5(b) would be 
material under applicable federal securities laws, the Borrower shall within ten business days of 
occurrence file a notice of such occurrence with the MSRB. 

SECTION 6. Format for Filings with MSRB.  Any report or filing with the MSRB pursuant to 
this Disclosure Certificate must be submitted in word-searchable electronic format, accompanied by such 
identifying information as is prescribed by the MSRB. 

SECTION 7. Termination of Reporting Obligation.  The Borrower’s obligations under this 
Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or payment in full of all 
of the Bonds.  If such termination occurs prior to the final maturity of the Bonds, the Borrower shall give 
notice of such termination in a filing with the MSRB. 
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SECTION 8. Dissemination Agent.  The Borrower may, from time to time, appoint or engage a 
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Certificate, and may 
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent.  
The Dissemination Agent shall not be responsible in any manner for the content of any notice or report 
prepared by the Borrower pursuant to this Disclosure Certificate.  The initial Dissemination Agent shall 
be the Borrower. 

SECTION 9. Amendment; Waiver.  Notwithstanding any other provision of this Disclosure 
Certificate, the Borrower may amend this Disclosure Certificate, and any provision of this Disclosure 
Certificate may be waived, provided that the following conditions are satisfied: 

(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4, or 5(a) 
or (b), it may only be made in connection with a change in circumstances that arises from a 
change in legal requirements, change in law, or change in the identity, nature or status of an 
obligated person with respect to the Bonds, or the type of business conducted; 

(b) The undertaking, as amended or taking into account such waiver, would, in the 
opinion of nationally recognized bond counsel, have complied with the requirements of the Rule 
at the time of the original issuance of the Bonds, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances;  

(c) The amendment or waiver does not, in the opinion of nationally recognized bond 
counsel, materially impair the interests of the Holders or Beneficial Owners of the Bonds; and 

(d) The amendment or waiver is permitted by the Rule. 

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the 
Borrower shall describe such amendment in the next Annual Report, and shall include, as applicable, a 
narrative explanation of the reason for the amendment or waiver and its impact on the type (or in the case 
of a change of accounting principles, on the presentation) of financial information or operating data being 
presented by the Borrower.  In addition, if the amendment relates to the accounting principles to be 
followed in preparing financial statements, (i) notice of such change shall be given in a filing with the 
MSRB, and (ii) the Annual Report for the year in which the change is made should present a comparison 
(in narrative form and also, if feasible, in quantitative form) between the financial statements as prepared 
on the basis of the new accounting principles and those prepared on the basis of the former accounting 
principles. 

SECTION 10. Additional Information.  Nothing in this Disclosure Certificate shall be deemed 
to prevent the Borrower from disseminating any other information, using the means of dissemination set 
forth in this Disclosure Certificate or any other means of communication, or including any other 
information in any Annual Report or notice required to be filed pursuant to this Disclosure Certificate, in 
addition to that which is required by this Disclosure Certificate.  If the Borrower chooses to include any 
information in any Annual Report or notice in addition to that which is specifically required by this 
Disclosure Certificate, the Borrower shall have no obligation under this Certificate to update such 
information or include it in any future Annual Report or notice of occurrence of a Listed Event or any 
other event required to be reported. 

SECTION 11. Default.  In the event of a failure of the Borrower to comply with any provision 
of this Disclosure Certificate, any Holder or Beneficial Owner of the Bonds may take such actions as may 
be necessary and appropriate, including seeking mandate or specific performance by court order, to cause 
the Borrower to comply with its obligations under this Disclosure Certificate.  The sole remedy under this 
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Disclosure Certificate in the event of any failure of the Borrower to comply with this Disclosure 
Certificate shall be an action to compel performance. 

SECTION 12. Beneficiaries.  This Disclosure Certificate shall inure solely to the benefit of the 
Borrower, the Dissemination Agent, the Placement Agents and Holders and Beneficial Owners from time 
to time of the Bonds, and shall create no rights in any other person or entity. 

[Remainder of Page Intentionally Left Blank] 
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Dated as of the date first set forth above. 

 EWM P1, LLC 
  
  
 By  
 Authorized Borrower Representative 
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CONTINUING DISCLOSURE EXHIBIT A 

FORM OF NOTICE TO THE MUNICIPAL SECURITIES RULEMAKING BOARD  
OF FAILURE TO FILE  

Name of Borrower: EWM P1, LLC 
  
Name of Bond Issue: MISSION ECONOMIC DEVELOPMENT CORPORATION 

WATER SUPPLY REVENUE BONDS 
(ENVIRO WATER MINERALS PROJECT) 
SERIES 2015 (GREEN BONDS) 

  
Date of Issuance: December 22, 2015 
 

NOTICE IS HEREBY GIVEN that the Borrower has not provided an [Annual Report][Annual 
Budget][quarterly unaudited financial statements] with respect to the above-named Bonds as required by 
the Continuing Disclosure Certificate of the Borrower, dated the Date of Issuance.  [The Borrower 
anticipates that such filing will be filed by _____________.] 

Dated:_______________ 

 EWM P1, LLC 
  
  
 By  [to be signed only if filed]  
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APPENDIX C 
 

SELECTED DEFINITIONS AND SUMMARY OF LEGAL DOCUMENTS 

The following are brief summaries of certain provisions of and certain defined terms contained in 
the Indenture, the Agreement, the Depository Agreement, the Deed of Trust and the Security Agreement, 
each dated as of December 1, 2015, pertaining to the issuance of the Bonds.  These summaries do not 
purport to be comprehensive or definitive and are qualified in their entirety by reference to the full terms 
of the Indenture, the Agreement, the Depository Agreement, the Deed of Trust and the Security 
Agreement.  Capitalized terms not otherwise defined herein have the meaning specified in the respective 
document. 

In addition to terms defined elsewhere in this Limited Offering Memorandum, the following 
terms have the following respective meanings. 

DEFINITIONS 

"Accountant" means any firm of independent certified public accountants selected by the 
Borrower and reasonably acceptable to the Trustee. 

"Act" means the Development Corporation Act, Chapter 501, Texas Local Government Code, as 
amended. 

"Administrative Fees and Expenses" means the reasonable and necessary expenses incurred by 
the Issuer pursuant to the Agreement or the Indenture and the compensation and expenses paid to or 
incurred by the Trustee, the Bond Registrar and/or any Paying Agent under the Agreement or the 
Indenture, which include, but are not limited to, printing of Bonds, accomplishing transfers or new 
registration of Bonds, or other charges and other disbursements including those of their respective 
officers, directors, members, attorneys, agents and employees incurred in and about the administration 
and execution of the Agreement and the Indenture. 

"Agreement" or "Loan Agreement" means that certain Loan Agreement, dated as of December 1, 
2015, by and between the Issuer and the Borrower, as originally executed and as it may from time to time 
be supplemented, modified or amended in accordance with the terms thereof and of the Indenture. 

"Annual Budget" means the Borrower's annual budget as developed by the Borrower's president 
or chief financial officer (or his or her designee) and approved from time to time by the Borrower's 
Governing Body, and submitted by December 15 of the year preceding the year to which such annual 
budget relates to the Depository Bank in accordance with the terms of the Depository Agreement and to 
the Trustee; provided, however, for the period ending December 31, 2015, the Borrower shall file with the 
Trustee and the Depository Bank an Annual Budget on the Issuance Date as required under the Indenture. 

 
"Approving Opinion" means an opinion of Bond Counsel that an action being taken (a) is 

permitted by applicable law and the Indenture, and (b) will not adversely affect the Tax-exempt status of 
interest on the Bonds. 

 
"Authorized Representative" means (a) with respect to the Borrower, the person or persons at the 

time designated to act on behalf of the Borrower by a written certificate signed by the Borrower, 
furnished to the Trustee, and the Issuer, containing the specimen signature of each such person, and (b) 
with respect to the Issuer, President or Vice President of the board of directors of the Issuer, the Chief 
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Executive Officer of the Issuer, or any other person or persons at the time designated to act on behalf of 
the Issuer by a written certificate signed by the Issuer. 

"Bankruptcy Code" means Title 11 of the United States Code, as amended, and any successor 
statute or statutes having substantively the same function. 

"Bond Counsel" means any attorney at law or firm of attorneys of nationally recognized standing 
in matters pertaining to the federal tax exemption of interest on bonds issued by states and political 
subdivisions, and duly admitted to practice law before the highest court of any state of the United States 
of America. 

"Bond Fund" means the fund by that name established in the Indenture. 

"Bondholder" means "Holder." 

"Bond Payment Date" means any date upon which any principal, premium, or interest is due and 
payable with respect to the Bonds, whether upon redemption, acceleration, maturity or otherwise. 

"Bond Registrar" or "Registrar" means the entity or entities performing the duties of the bond 
registrar pursuant to the Indenture. 

"Bonds" means the Mission Economic Development Corporation Water Supply Revenue Bonds 
(Enviro Water Minerals Project) Series 2015 issued by the Issuer pursuant to the Indenture. 

"Book-Entry Bonds" means the Bonds registered in the name of the nominee of DTC, or any 
successor securities depository for such Bonds, as the registered owner thereof pursuant to the terms and 
provisions of the Indenture. 

"Borrower" means EWM P1, LLC, a limited liability company duly organized and existing under 
the laws of the State of Texas, or any successor or assign or any entity which is the surviving, resulting or 
transferee entity in any merger, consolidation or transfer of assets of the Borrower permitted under the 
Agreement. 

"Budgeted Capital Expenditures" means the amount of Capital Expenditures as provided in the 
Annual Budget. 

 
"Budgeted Operating Expenses" means the amount of Operating Expenses as provided in the 

Annual Budget. 
 
"Business Day" means any day other than (a) a Saturday or Sunday, (b) a day on which 

commercial banks in New York, New York, or the city or cities in which the Corporate Trust Office of 
the Trustee are authorized or required by law to close, or (c) a day on which the New York Stock 
Exchange is closed. 

"Certificate," "Statement," "Request," "Requisition" or "Order" of the Issuer or the Borrower 
means, respectively, a written certificate, statement, request, requisition or order signed on behalf of the 
Issuer by the President, Vice President, or Authorized Representative of the Issuer, or in the name of the 
Borrower by an Authorized Representative of the Borrower as applicable.  Any such instrument and 
supporting opinions or representations, if any, may, but need not, be combined in a single instrument with 
any other instrument, opinion or representation, and the two or more so combined shall be read and 
construed as a single instrument. 
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"Code" means the Internal Revenue Code of 1986, as amended from time to time. 
 
"Collateral Assignment" means that certain Collateral Assignment of Contracts, Permits, Licenses 

and Plans, dated as of December 1, 2015, by the Borrower to and for the benefit of the Trustee. 
 
"Consents and Agreements" means, collectively, (i) the Consent and Agreement, dated as of 

December 22, 2015, among the Borrower, the Trustee, the Depository Bank and Brenntag Southwest, 
Inc., as Project Party, (ii) the Consent and Agreement, dated as of December 22, 2015, among the 
Borrower, the Trustee, the Depository Bank and Jones-Hamilton Co., as Project Party, (iii) the Consent 
and Agreement, dated as of December 22, 2015, among the Borrower, the Trustee, the Depository Bank 
and El Paso Water Utilities – Public Service Board, as Project Party and (iv) the Consent and Agreement, 
dated as of December 22, 2015, among the Borrower, the Trustee, the Depository Bank and Veolia North 
America Operating Services, LLC, as Project Party. 

"Corporate Trust Office" means the principal corporate trust office of the Trustee as designated in 
the Indenture or such other office designated by the Trustee from time to time. 

"Costs of Issuance" means costs or expenses directly or indirectly payable by or reimbursable to 
the Issuer or the Borrower and related to the authorization, issuance, sale and delivery of the Bonds, 
including but not limited to the fees and expenses of the Issuer, including its reasonable attorneys’ fees, 
costs of preparation and reproduction of documents, printing expenses, filing and recording fees, initial 
fees and charges of the Trustee, legal fees and charges, fees and disbursements of consultants and 
professionals, rating agency fees, fees and charges for preparation, execution and safekeeping of the 
Bonds and any other cost, charge or fee in connection with the original issuance of the Bonds which 
constitutes a "cost of issuance" within the meaning of Section 147(g) of the Code. 

"Costs of the Project" means the sum of the items, or any such item, authorized to be paid from 
the Project Fund pursuant to the Agreement, but shall not include any Costs of Issuance. 

"Deed of Trust" means the Leasehold Deed of Trust, Security Agreement and Assignment of 
Rents and Leases dated as of December 1, 2015, by and between the Borrower, as Grantor, Clifford 
Blount, as trustee, and the Trustee, as Beneficiary. 

"Depository Agreement" means the Depository and Control Agreement, dated as of December 1, 
2015, among the Depository Bank, the Trustee and the Borrower. 

"Depository Bank" means BOKF, National Association, acting in the capacity of Depository 
Bank under the Depository Agreement, or its successors or assigns. 

"Determination of Taxability" means a determination that, due to the untruth or inaccuracy of any 
representation or warranty made by the Borrower in the Agreement or the breach of any covenant or 
warranty of the Borrower contained in the Agreement, interest on the Bonds, or any of them, is 
determined not to be Tax-exempt by (a) a final administrative determination of the Internal Revenue 
Service or a final judicial decision of a court of competent jurisdiction in a proceeding of which the 
Borrower received notice and in which the Borrower was afforded an opportunity to participate to the full 
extent permitted by law, or (b) an opinion of Bond Counsel obtained by the Borrower and delivered to the 
Trustee with a copy to be delivered to the Issuer.  A determination or decision will not be considered final 
for purposes of the preceding sentence unless (a) the Issuer or the holder or holders of the Bonds involved 
in the proceeding in which the issue is raised (i) shall have given the Borrower and the Trustee prompt 
written notice of the commencement thereof, and (ii) shall have offered the Borrower the opportunity to 
control the proceeding; provided the Borrower agrees to pay all expenses and costs in connection 
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therewith and to indemnify the Issuer and such holder or holders against all liability for such expenses 
and costs (except that any such holder may engage separate counsel for the holder or holders of the 
Bonds, and the Borrower shall not be liable for the fees or expenses of such counsel but shall be liable for 
the fees and expenses of counsel to the Issuer); and (b) such proceeding shall not be subject to a further 
right of appeal or shall not have been timely appealed. 

"Division" means the Division of Economic Development and Tourism, Office of the Governor 
of Texas or any successor entity performing the services it now performs with respect to the Bonds. 

"Fitch" means Fitch Ratings, Inc. and its successors and their assigns, or, if such corporation shall 
be dissolved or liquidated or shall no longer perform the functions of a securities rating agency, any other 
nationally recognized securities rating agency designated by the Borrower. 

"Government Obligations" means the following: 

(a) bonds, notes, certificates of indebtedness, treasury bills or other securities 
constituting direct obligations of, or obligations on which the full and timely payment of principal and 
interest is fully and unconditionally guaranteed by, the United States of America; and 

(b) evidences of direct ownership of a proportionate or individual interest in future 
interest or principal payments on specified direct obligations of, or obligations for which the full and 
timely payment of the principal of and interest is unconditionally guaranteed by, the United States of 
America, which obligations are held by a bank or trust company organized and existing under the laws of 
the United States of America or any state thereof in the capacity of custodian in form and substance 
satisfactory to the Trustee. 

"Holder" or "Bondholder" or "Owner," whenever used with respect to a Bond, means the person 
in whose name such Bond is registered. 

"Indenture" means the Trust Indenture by and between the Issuer and the Borrower, dated as of 
December 1, 2015, as originally executed or as it may from time to time be supplemented, modified or 
amended by any Supplemental Indenture. 

"Interest Account" means the Interest Account in the Bond Fund established pursuant to the 
Indenture. 

"Interest Payment Date" means each January 1 and July 1, beginning on July 1, 2016. 

"Investment Securities" means any securities permitted by applicable law as selected by the 
Borrower in writing to the Trustee, including any of the following securities (other than those issued by 
the Issuer or the Borrower): 

(i) Government Obligations; 

(ii) bonds, notes or other obligations of any state of the United States or any political 
subdivision of any state, which at the time of their purchase are rated in either of the three highest rating 
categories by a nationally recognized rating service; 

(iii) certificates of deposit or time or demand deposits constituting direct obligations 
of any bank, bank holding company, savings and loan association or trust company organized under the 
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laws of the United States or any state thereof (including the Trustee or any of its affiliates), except that 
investments may be made only in certificates of deposit or time or demand deposits which are: 

(A) insured by the Bank Insurance Fund or the Savings Association 
Insurance Fund of the Federal Deposit Insurance Corporation, or any other similar United States 
Government deposit insurance program then in existence; or 

(B) continuously and fully secured by Government Obligations, which have 
a market value, exclusive of accrued interest, at all times at least equal to the principal amount of such 
certificates of deposit or time or demand deposits; or 

(C) issued by a bank, bank holding company, savings and loan association or 
trust company under the laws of the United States or any state thereof (including the Trustee or any of its 
affiliates) whose outstanding unsecured long-term debt is rated at the time of issuance in either of the two 
highest rating categories by a Rating Agency; 

(iv) repurchase agreements with any bank, bank holding company, savings and loan 
association, trust company or other financial institution organized under the laws of the United States of 
America or any state thereof (including the Trustee or any of its affiliates), that are continuously and fully 
secured by (x) cash or (y) Government Obligations and that have a market value, exclusive of accrued 
interest, at all times at least equal to the principal amount of such repurchase agreements, provided that 
each such repurchase agreement conforms to current industry standards as to form and time, is in 
commercially reasonable form, is for a commercially reasonable period, results in transfer of legal title to 
identified Government Obligations that are segregated in a custodial or trust account for the benefit of the 
Trustee, and further provided that Government Obligations acquired pursuant to such repurchase 
agreements shall be valued at the lower of the then current market value thereof or the repurchase price 
thereof set forth in the applicable repurchase agreement; 

(v) investment agreements constituting an obligation of a bank, bank holding 
company, savings and loan association, trust company, insurance company or other financial institution 
whose outstanding unsecured short-term debt is rated at the time of such agreement in the highest rating 
category by a Rating Agency or whose outstanding unsecured long-term debt is rated at the time of such 
agreement in either of the two highest rating categories by a Rating Agency; 

(vi) short term discount obligations of the Federal National Mortgage Association and 
the Government National Mortgage Association; 

(vii) money market mutual funds, including funds for which the Trustee, its parent 
holding company, if any, or any affiliates or subsidiaries of the Trustee or such holding company provide 
investment advisory or other management services (A) that invest in Government Obligations or that are 
registered with the Securities and Exchange Commission, meeting the requirements of Rule 2a-7 under 
the Investment Company Act of 1940, as amended, and (B) that are rated in either of the two highest 
categories by a Rating Agency; and 

(viii) commercial paper of "prime" quality of the highest ranking or of the highest 
letter and number rating as provided for by Moody’s, S&P, or Fitch, provided that the issuer of the 
commercial paper shall be organized and operating within the United States, shall have total assets in 
excess of five hundred million dollars ($500,000,000), and shall issue debt, other than commercial paper, 
if any, that is rated "A2" or higher by Moody’s or “A” or higher by S&P or Fitch, and provided further 
that such commercial paper shall have a maximum maturity of 270 days or less. 
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"Issuance Date" means December 22, 2015. 

"Loan Payments" means the loan repayments required to be made by the Borrower pursuant to 
the Agreement. 

"Moody’s" means Moody’s Investors Service, Inc., a corporation organized and existing under 
the laws of the State of Delaware, its successors and their assigns, or, if such corporation shall be 
dissolved or liquidated or shall no longer perform the functions of a securities rating agency, any other 
nationally recognized securities rating agency designated by the Borrower. 

"Net Proceeds" means the Sale Proceeds of the Bonds less any Proceeds deposited into a 
reasonably required reserve or replacement fund. 

"Note" means the note, in the form attached to the Loan Agreement, from the Borrower to the 
Issuer and assigned to the Trustee for the benefit of the Bondholders. 

"Opinion of Counsel" means a written opinion of counsel (who may be counsel for the Borrower) 
selected by the Borrower. 

"Outstanding," when used as of any particular time with reference to Bonds, means (subject to the 
provisions of the Indenture excluding Bonds held or controlled by or on behalf of the Borrower for certain 
purposes) all Bonds theretofore, or thereupon being, authenticated and delivered by the Trustee under the 
Indenture except (a) Bonds theretofore canceled by the Trustee or surrendered to the Trustee for 
cancellation; (b) Bonds with respect to which liability of the Issuer shall have been discharged in 
accordance with the Indenture; and (c) Bonds for the transfer or exchange of or in lieu of or in 
substitution for which other Bonds shall have been authenticated and delivered by the Trustee pursuant to 
the Indenture. 

"Paying Agent" means the Paying Agent described in the Indenture. 

"Person" means an individual, corporation, firm, association, limited liability company, 
partnership, trust, or other legal entity or group of entities, including a governmental entity or any agency 
or political subdivision thereof. 

"Principal Account" means the Principal Account in the Bond Fund established pursuant to the 
Indenture. 

"Principal Payment Date" means January 1 and July 1 of each year beginning July 1, 2018 to and 
including January 1, 2045. 

"Project" means any land, equipment, buildings, structures, fixtures, vehicles and improvements 
financed in whole or in part from the proceeds of the sale of the Bonds as more fully described in Exhibit 
A to the Agreement. 

"Project Fund" means the fund by that name established pursuant to the Indenture. 

"Project Revenue Generating Agreements" means, other than the Project Documents, any written 
contract or agreement between the Borrower and an unrelated third party under which the Borrower 
derives revenues from the operation of the Project.  

"Project Revenues" means any amount payable under the Project Documents (other than 
indemnity payments) and Project Revenue Generating Agreements. 
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"Rating Agency" means Fitch, if Fitch is then rating the Bonds, Moody’s, if Moody’s is then 
rating the Bonds, or S&P, if S&P is then rating the Bonds, or any other nationally recognized securities 
rating agency selected by the Borrower. 

"Rebate Fund" means the fund by that name created pursuant to the Indenture. 

"Record Date" means the day, whether or not a Business Day, that is the fifteenth day of the 
month prior to an Interest Payment Date. 

"Redemption Account" means the account by that name established in the Bond Fund pursuant to 
the Indenture. 

"Revenues" means all amounts received by the Issuer, the Borrower or the Trustee for the account 
of the Issuer pursuant or with respect to the Agreement, the Note, the Depository Agreement, the Deed of 
Trust, the Project Documents, Project Revenue Generating Agreements or otherwise in respect of the 
Project, including, without limiting the generality of the foregoing, Loan Payments (including both timely 
and delinquent payments and any late charges paid from whatever source), Project Revenues, 
prepayments, insurance proceeds, condemnation proceeds, and all interest, profits or other income derived 
from the investment of amounts in any fund or account established pursuant to the Indenture, but not 
including Administrative Fees and Expenses and certain other payments to the Issuer, the Trustee or other 
parties pursuant to the Agreement, any moneys paid for deposit into the Rebate Fund pursuant to the Tax 
Certificate. 

"S&P" means Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, 
Inc., its successors and their assigns, or, if such entity shall be dissolved or liquidated or shall no longer 
perform the functions of a securities rating agency, any other nationally recognized securities rating 
agency designated by the Borrower. 

"Security Agreement" means the Security Agreement dated as of December 1, 2015 from the 
Borrower to the Trustee. 

"State" means the State of Texas. 

"Subordinate Obligations" means any indebtedness and other payment obligations the terms of 
which shall provide that they shall be subordinate and junior in right of payment, or provision for 
payment, to the prior payment in full of the Bonds to the extent and the manner set forth in the Indenture. 

"Supplemental Indenture" means any indenture hereafter duly authorized and entered into 
between the Issuer and the Trustee, supplementing, modifying or amending the Indenture, but only if and 
to the extent that such Supplemental Indenture is specifically authorized under the Indenture. 

"Surplus Account Notice of Exclusive Control" has the meaning set forth in the Depository 
Agreement. 

"Tax Certificate" means the Tax Certificate and Agreement with respect to the Bonds, dated the 
Issuance Date, executed by the Issuer and the Borrower, as amended in accordance with its terms. 

"Tax-exempt" means, with respect to interest on any obligations of a state or local government, 
including the Bonds, that such interest is excluded from gross income of the Holders or Beneficial 
Owners thereof for federal income tax purposes (other than in the case of a Holder or Beneficial Owner of 
any Bonds who is a substantial user of the Project or a related person within the meaning of Section 
147(a) of the Code) whether or not such interest is includable as an item of tax preference or otherwise 
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includable directly or indirectly for purposes of calculating tax liabilities, including any alternative 
minimum tax or environmental tax, under the Code. 

"Trustee" means BOKF, National Association, having a Corporate Trust Office, in Austin, Texas, 
or its successor as Trustee under the Indenture as provided in the Indenture.    

"Unassigned Issuer Rights" means all of the rights of the Issuer under the Agreement (i) to 
receive certain payments in accordance with the Agreement, (ii) to be held harmless and indemnified in 
accordance with the Agreement; (iii) to be reimbursed for fees and expenses upon enforcement of the 
Agreement; (iv) to receive notices in accordance with the Agreement; (v) to give and withhold consent to 
amendments, changes, modifications and alterations of the Agreement, and (vi) to require compliance 
with the Agreement and its right to enforce such rights. 

"Unit" means Mission, Texas. 

"Yield" means the yield as determined in accordance with Section 148(h) of the Code, and 
generally, is the yield which when used in computing the present value of all payments of principal and 
interest to be paid on an obligation produces an amount equal to the Issue Price (as defined in the 
Indenture) of such obligation. 

THE INDENTURE 

The following is a brief summary of certain provisions of the Indenture. THIS SUMMARY 
DOES NOT PURPORT TO BE COMPLETE OR DEFINITIVE AND IS QUALIFIED IN ITS 
ENTIRETY BY REFERENCE TO THE INDENTURE, A COPY OF WHICH IS ON FILE WITH THE 
TRUSTEE. 

Project Fund 

Under the Indenture, the Project Fund will be established with the Trustee.  Except for moneys in 
the Management Services Account, the moneys in the Project Fund will be held by the Trustee in trust 
and applied to the payment and/or reimbursement of the Costs of the Project.  Notwithstanding anything 
contained in the Indenture to the contrary, on the fifth Business Day preceding the last day of each month, 
commencing in December 2015, the Trustee shall transfer $46,875, or such lesser amount as may be on 
deposit in the Management Services Account, from the Management Services Account to the Owner. On 
the Management Services Agreement Completion Date, which shall be evidenced by a certificate of the 
Borrower delivered to the Trustee, the Trustee shall transfer the remaining amounts on deposit in the 
Management Services Account to EWMC. 

Except for moneys in the Management Services Account, before each payment is made from the 
Project Fund by the Trustee, there is required to be filed with the Trustee a requisition conforming with 
the requirements of the Indenture and the Agreement.  In the event the Borrower provides a written 
requisition requesting a transfer from the Construction Contingency Reserve Account established under 
the Depository Agreement to the Project Fund pursuant to the Agreement, the Trustee shall request the 
Depository Bank to make such transfer. Each such requisition will be sufficient evidence to the Trustee of 
the facts stated therein and the Trustee will have no duty to confirm the accuracy of such facts.  Upon 
receipt of each such requisition, signed by an Authorized Representative of the Borrower, the Trustee will 
pay the amount set forth therein as directed by the terms thereof. 

Upon the receipt by the Trustee of a certificate conforming with the requirements of the 
Agreement, and after payment of costs payable from the Project Fund or provision having been made for 
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payment of such costs not yet due by retaining such costs in the Project Fund or otherwise as directed in 
such certificate, the Trustee is required to transfer any remaining balance in the Project Fund (other than 
any remaining balance in the Management Services Account) into a separate account within the Bond 
Fund, which the Trustee will establish and hold in trust, and which is to be entitled the "Bond Proceed 
Surplus Account."  The moneys in the Bond Proceed Surplus Account will be used and applied at the 
specific written direction of the Borrower (unless some other application of such moneys is requested by 
the Borrower and an opinion of Bond Counsel addressed to the Trustee states that such application would 
not cause interest on the Bonds to become no longer Tax-exempt) for the following purposes in the 
following order:  (a) for transfer to the Interest Account of the Bond Fund; or (b) to redeem Bonds in 
Authorized Denominations to the maximum degree permissible, and at the earliest possible dates at which 
the Bonds can be redeemed pursuant to the Indenture.  Notwithstanding the investment provisions of the 
Indenture, the moneys in the Bond Proceed Surplus Account are to be invested at the specific written 
instruction of the Borrower at a yield no higher than the Yield on the Outstanding Bonds (unless in an 
opinion of Bond Counsel addressed to the Trustee investment at a higher Yield would not cause interest 
on the Bonds to become no longer Tax-exempt), and all such investment income is to be deposited in the 
Surplus Account and expended or reinvested as provided above. 

In the event of redemption of all the Bonds or an Event of Default which causes acceleration of 
the Bonds, any moneys then remaining in the Project Fund are to be transferred to the Bond Fund and all 
moneys in the Bond Fund are to be used to redeem Bonds. 

Pledge and Assignment; Revenues 

 Subject only to the provisions of the Indenture permitting the application thereof for the purposes 
and on the terms and conditions set forth therein, all of the Revenues and any other amounts (including 
proceeds of the sale of Bonds) held in the Bond Fund or the Project Fund will be pledged to secure the 
full payment of the principal of, and premium, if any, and interest on, the Bonds in accordance with the 
terms and the provisions of the Indenture.  

 The Issuer will transfer in trust, and assign to the Trustee, for the benefit of the Holders from time 
to time of the Bonds, all of the Revenues and other assets pledged under the Indenture and described in 
the paragraph immediately above and all of the right, title and interest of the Issuer in the Agreement 
(except for Unassigned Issuer Rights).  The Trustee will be entitled to and will collect and receive all of 
the Revenues, and any Revenues collected or received by the Issuer will be deemed to be held, and to 
have been collected or received, by the Issuer as the agent of the Trustee and will be paid by the Issuer to 
the Trustee.  The Trustee also will be entitled to and is required to take all steps, actions and proceedings 
reasonably necessary in its judgment to enforce, either jointly with the Issuer or separately, all of the 
rights of the Issuer and all of the obligations of the Borrower under the Agreement. 

Bond Fund; Priority of Moneys in Bond Fund 

Funds for the payment of the principal or redemption price of and interest on the Bonds will be 
derived from the following sources in the order of priority indicated in each of the accounts in the Bond 
Fund; provided however, that amounts in the respective accounts in the Bond Fund will be used to pay 
when due (whether upon redemption, purchase, acceleration, Interest Payment Date, maturity or 
otherwise) the principal or redemption price of and interest on the Bonds held by Holders other than the 
Borrower prior to the payment of the principal and interest on the Bonds held by the Borrower: 

(i) moneys paid into the Interest Account, if any, proceeds from the investment thereof and 
amounts transferred from Capitalized Interest Account created under the Depository Agreement; 
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(ii) moneys paid into the Bond Fund pursuant to the defeasance provisions of the Indenture 
and proceeds from the investment thereof; 

(iii) any other moneys paid into and deposited in the Bond Fund and proceeds from the 
investment thereof; and 

(iv) any other moneys paid into and deposited in the Bond Fund by the Borrower and 
proceeds from the investment thereof. 

Investment of Moneys 

All moneys in any of the funds or accounts established pursuant to the Indenture will be, except 
as described below, invested by the Trustee as specifically directed in writing by the Borrower or its 
agent, solely in Investment Securities.  Notwithstanding any other provision in the Indenture, in the 
absence of specific written investment instructions directing the Trustee by noon of the second Business 
Day preceding the day when investments are to be made, the Trustee is directed to invest available funds 
in the money market mutual fund to be designated in writing by the Borrower to the Trustee prior to the 
Issuance Date, or should such designation not have been made or such designated fund be unavailable, in 
Cavanal Hill U.S. Treasury Fund.  The Trustee will not be liable for any consequences resulting from any 
investments made pursuant to the preceding sentence.  The Trustee will be entitled to rely conclusively 
upon the Borrower’s specific written investment directions as to the fact that each such investment meets 
the criteria of the Indenture. 

Investment Securities may be purchased at such prices as the Trustee may be directed by the 
Borrower or its agent.  All Investment Securities are to be acquired subject to the limitations set forth in 
the Indenture and such additional limitations or requirements consistent with the foregoing as may be 
established by Request of the Borrower. 

Except as otherwise provided in this paragraph, moneys in all funds and accounts will be invested 
in Investment Securities maturing not later than the date on which such moneys will be required for the 
purposes specified in the Indenture.  Any moneys in the Interest Account, the Principal Account and the 
Redemption Account held for the payment of particular Bonds (prior to the scheduled maturity date, or 
optional redemption date thereof) will be invested at the specific written direction of the Borrower solely 
in direct obligations of the United States or bonds or other obligations guaranteed by the United States 
government or for which the full faith and credit of the United States is pledged for the full and timely 
payment of principal and interest thereof and which mature not later than the date on which it is estimated 
that such moneys will be required to pay such Bonds.  Investment of moneys in the Rebate Fund are also 
subject to the provisions of the Tax Certificate.   

All interest, profits and other income received from the investment of moneys in any fund 
established pursuant to the Indenture and allowed to be invested in accordance with the Indenture will be 
deposited in the fund from which such investment was made. Notwithstanding anything to the contrary 
contained in this paragraph, an amount of interest received with respect to any Investment Security equal 
to the amount of accrued interest, if any, paid as part of the purchase price of such Investment Security 
will be credited to the fund from which such accrued interest was paid.  To the extent that any Investment 
Securities are registrable, such Investment Securities will be registered in the name of the Trustee or its 
nominee. 

For the purpose of determining the amount in any fund, all Investment Securities credited to such 
fund will be valued at the lesser of cost or par value plus, prior to the first payment of interest following 
purchase, the amount of accrued interest, if any, paid as a part of the purchase price. 
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Subject to the arbitrage provisions of the Indenture, investments in any and all funds and accounts 
(other than moneys in the Rebate Fund or moneys held for the payment of particular Bonds (including 
moneys held for non-presented Bonds or held under the provisions of the Indenture relating to the 
defeasance of the Bonds)) may be commingled for purposes of making, holding and disposing of 
investments, notwithstanding provisions of the Indenture for transfer to or holding in particular funds and 
accounts amounts received or held by the Trustee thereunder, provided that the Trustee will at all times 
account for such investments strictly in accordance with the funds and accounts to which they are credited 
and otherwise as provided in the Indenture.  Moneys may be invested in a pooled investment account 
consisting solely of funds held by the Trustee as a fiduciary.  The Trustee may act as principal or agent in 
the making or disposing of any investment.  The Trustee may sell or present for redemption any 
Investment Securities so purchased whenever it is necessary to provide moneys to meet any required 
payment, transfer, withdrawal or disbursement from the fund to which such Investment Security is 
credited, and the Trustee will not be liable or responsible for any loss or tax resulting from such 
investment. 

Rebate Fund 

The Rebate Fund will be established with the Trustee, separate from any other fund established 
and maintained under the Indenture, and the Trustee will deposit funds into and disburse funds from the 
Rebate Fund in accordance with the provisions of the Indenture, the Tax Certificate, and the Agreement.  
Moneys in the Rebate Fund neither will be pledged to nor are expected to be used to pay debt service on 
the Bonds. 

Events of Default; Acceleration; Waiver of Default 

Each of the following events which has occurred and is continuing shall constitute an "Event of 
Default" under the Indenture: 

(a) default in the due and punctual payment of any installment of interest on any Bond; 

(b) default in the due and punctual payment of the principal of, or premium (if any) on, any 
Bond, whether at maturity as therein expressed, by proceedings for redemption, by declaration or 
otherwise; 

(c)  failure by the Issuer to perform or observe any other of the covenants, agreements or 
conditions on its part in the Indenture or in the Bonds contained, and the continuation of such 
failure for a period of 60 days after written notice thereof, specifying such default and requiring 
the same to be remedied, has been given to the Issuer and the Borrower by the Trustee, or to the 
Issuer, the Borrower and the Trustee by the Holders of not less than 25% in aggregate principal 
amount of the Bonds at the time Outstanding); or 

(d) the occurrence and continuance of a Loan Default Event described in the Agreement. 

No default specified in (c) above will constitute an Event of Default unless the Issuer and the 
Borrower fail to correct such default within the applicable period; provided, however, that if the default is 
such that it cannot be corrected within such period, it will not constitute an Event of Default if corrective 
action is instituted by the Issuer or the Borrower within the applicable period and diligently pursued.  
With regard to any alleged default concerning which notice is given to the Borrower as described in this 
subheading, the Issuer grants the Borrower full authority to perform any covenant or obligation the non-
performance of which is alleged in said notice to constitute a default in the name and stead of the Issuer 
with full power to do any and all things and acts to the same extent that the Issuer could do and perform 
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any such things and acts, so long as such action does not adversely affect or impair the rights of the Issuer 
under the Indenture or otherwise conflict with the terms thereof. 

During the continuance of an Event of Default described in (a), (b), (c) or (d) above, unless the 
principal of all the Bonds has already become due and payable, the Trustee may, and upon the written 
request of the Holders of not less than 66-2/3% in aggregate principal amount of the Bonds at the time 
Outstanding, the Trustee will, promptly upon such occurrence, by notice in writing to the Issuer, the 
Borrower and the Division, declare the principal of all the Bonds then Outstanding, and the interest 
accrued thereon, to be due and payable immediately, and upon any such declaration the same will become 
and will be immediately due and payable, anything in the Indenture or in the Bonds contained to the 
contrary notwithstanding.  Interest on the Bonds will cease to accrue as of the date of the declaration of 
acceleration.  The Trustee will promptly notify the Bondholders of the date of acceleration and the 
cessation of accrual of interest on the Bonds in the same manner as for a notice of redemption. 

The provisions described in the preceding paragraph, however, are subject to the condition that if, 
at any time after the principal of the Bonds has been declared due and payable because of the occurrence 
of an Event of Default described in (a), (b), (c) or (d) above, and before any judgment or decree for the 
payment of the moneys due has been obtained or entered as provided in the Indenture, there has been 
deposited with the Trustee a sum sufficient to pay all the principal of the Bonds matured prior to such 
declaration and all matured installments of interest (if any) upon all the Bonds, with interest on such 
overdue installments of principal as provided in the Agreement, and the reasonable fees and expenses of 
the Trustee, and any and all other defaults known to the Trustee (other than in the payment of principal of 
and interest on the Bonds due and payable solely by reason of such declaration) have been made good or 
cured to the satisfaction of the Trustee or provision deemed by the Trustee to be adequate have been made 
therefor, then, and in every such case, the Holders of at least a majority in aggregate principal amount of 
the Bonds then Outstanding, by written notice to the Issuer, the Division, and to the Trustee, may, on 
behalf of the Holders of all the Bonds, rescind and annul such declaration and its consequences and waive 
such default; but no such rescission and annulment will extend to or affect any subsequent default, or 
impair or exhaust any right or power consequent thereon.  

Institution of Legal Proceedings by Trustee 

Subject to the provisions described in the preceding paragraph, if one or more of the Events of 
Default has happened and is continuing, the Trustee in its discretion may, and upon the written request of 
the Holders of 66-2/3% in principal amount of the Bonds then Outstanding, and upon being indemnified 
to its satisfaction therefor pursuant to provisions of the Indenture relating to expenditures by the Trustee 
of its own funds will, be obligated to, proceed to protect or enforce its rights or the rights of the Holders 
of Bonds under the Act or under the Indenture or the Agreement, by a suit in equity or action at law, 
either for the specific performance of any covenant or agreement contained therein, or in aid of the 
execution of any power therein granted, or by mandamus or other appropriate proceeding for the 
enforcement of any other legal or equitable remedy as the Trustee deems necessary in support of any of 
its rights or duties thereunder. 

Application of Revenues and Other Funds After Default 

If an Event of Default has occurred and is continuing, all Revenues and any other funds then held 
or thereafter received by the Trustee under any of the provisions of the Indenture will (subject to certain 
provisions of the Indenture relating to the Rebate Fund and other funds held for the payment of particular 
Bonds) be promptly applied by the Trustee as follows and in the following order: 
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(a) To the payment of any expenses necessary in the opinion of the Trustee to protect 
the interests of the Holders of the Bonds and payment of reasonable fees, charges and 
expenses of the Trustee (including reasonable fees and disbursements of its legal counsel) 
incurred in and about the performance of its powers and duties under the Indenture; and 

(b) To the payment of the principal of and interest then due on the Bonds (upon 
presentation of the Bonds to be paid, and stamping thereon of the payment if only 
partially paid, or surrender thereof if fully paid) subject to the provisions of the Indenture 
(including provisions of the Indenture relating to the extension of time for the payment of 
the Bonds), as follows: 

(i) Unless the principal of all of the Bonds has become or has been declared 
due and payable, 

First: To the payment to the persons entitled thereto of all installments of interest 
then due in the order of the maturity of such installments, and, if the amount available is 
not sufficient to pay in full any installment or installments maturing on the same date, 
then to the payment thereof ratably, according to the amounts due thereon, to the persons 
entitled thereto, without any discrimination or preference; and 

Second: To the payment to the persons entitled thereto of the unpaid principal of 
any Bonds which have become due, whether at maturity or by call for redemption, with 
interest on the overdue principal at the rate borne by the Bonds, and, if the amount 
available is not sufficient to pay in full all the Bonds, together with such interest, then to 
the payment thereof ratably, according to the amounts of principal due on such date to the 
persons entitled thereto, without any discrimination or preference; and 

(ii) If the principal of all of the Bonds has become or have been declared due 
and payable, to the payment of the principal and interest then due and unpaid upon the 
Bonds, with interest on the overdue principal at the rate borne by the Bonds, and, if the 
amount available is not sufficient to pay in full the whole amount so due and unpaid, then 
to the payment thereof ratably, without preference or priority of principal over interest, or 
of interest over principal, or of any installment of interest over any other installment of 
interest, or of any Bond over any other Bond, according to the amounts due respectively 
for principal and interest, to the persons entitled thereto without any discrimination or 
preference, provided, however, that in no event will moneys set aside to pay principal or 
interest on any particular Bonds (including moneys held for non-presented Bonds and 
moneys held with the Trustee in order to defease certain Bonds) be used to pay any of the 
items listed in clause (a) of this subheading until all amounts have been paid under clause 
(b) of this subheading. 

Whenever the principal of, and the premium, if any, and interest on, all Bonds have been paid 
under the provisions of the Indenture and all fees, expenses and charges of the Trustee have been paid, 
any balance remaining under the Indenture shall be paid in the order of priority as provided in the 
Indenture. 

Trustee to Represent Bondholders 

The Trustee will be irrevocably appointed (and the successive respective Holders of the Bonds, 
by taking and holding the same, will be conclusively deemed to have so appointed the Trustee) as trustee 
and true and lawful attorney-in-fact of the Holders of the Bonds for the purpose of exercising and 
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prosecuting on their behalf such rights and remedies as may be available to such Holders under the 
provisions of the Bonds, the Indenture, the Agreement, the Act and applicable provisions of any other 
law.  Subject to provisions of the Indenture described in this Limited Offering Memorandum under "THE 
INDENTURE – Events of Default; Acceleration; Waiver of Default," upon the occurrence and 
continuance of an Event of Default or other occasion giving rise to a right in the Trustee to represent the 
Bondholders, the Trustee in its discretion may, and upon the written request of the Holders of not less 
than 66-2/3% in aggregate principal amount of the Bonds then Outstanding, and upon being indemnified 
to its satisfaction therefor, will, proceed to protect or enforce its rights or the rights of the Holders by such 
appropriate action, suit, mandamus or other proceedings as it deems most effectual to protect and enforce 
any such right, at law or in equity, either for the specific performance of any covenant or agreement 
contained in the Indenture, or in aid of the execution of any power granted in the Indenture, or for the 
enforcement of any other appropriate legal or equitable right or remedy vested in the Trustee or in the 
Holders under the Indenture, the Agreement, the Act, or any other law; and upon instituting such 
proceeding, the Trustee will be entitled, as a matter of right, to the appointment of a receiver of the 
Revenues and other assets pledged under the Indenture, pending such proceedings.  All rights of action 
under the Indenture or the Bonds or otherwise may be prosecuted and enforced by the Trustee without the 
possession of any of the Bonds or the production thereof in any proceeding relating thereto, and any such 
suit, action or proceeding instituted by the Trustee will be brought in the name of the Trustee for the 
benefit and protection of all the Holders of the Bonds, subject to the provisions of the Indenture 
(including provisions of the Indenture relating to the extension of time for the payment of the Bonds). 

Bondholders’ Direction of Proceedings 

Anything in the Indenture to the contrary notwithstanding, but subject to provisions of the 
Indenture relating to expenditures by the Trustee of its own funds, the Holders of 25% in aggregate 
principal amount of the Bonds then Outstanding will have the right, by an instrument or concurrent 
instruments in writing executed and delivered to the Trustee, to direct the method of conducting all 
remedial proceedings taken by the Trustee under the Indenture, provided that such direction will not be 
otherwise than in accordance with law and the provisions of the Indenture, and that the Trustee will have 
the right to decline to follow any such direction which in the opinion of the Trustee would be unjustly 
prejudicial to Bondholders not parties to such direction or for which it has not been provided indemnity 
reasonably satisfactory to it.  

Limitation on Bondholders’ Right to Sue 

Subject to provisions of the Indenture regarding Events of Default, no Holder of any Bond has the 
right to institute any suit, action or proceeding at law or in equity, for the protection or enforcement of 
any right or remedy under the Indenture, the Agreement, the Act or any other applicable law with respect 
to such Bond, unless (a) such Holder has given to the Trustee written notice of the occurrence of an Event 
of Default; (b) the Holders of not less than 25% in aggregate principal amount of the Bonds then 
Outstanding have made written request upon the Trustee to exercise the powers granted in the Indenture 
or to institute such suit, action or proceeding in its own name; (c) subject to provisions of the Indenture 
requiring the Trustee to take certain actions without indemnity, such Holder or said Holders have tendered 
to the Trustee indemnity reasonably satisfactory to it against the costs, expenses and liabilities to be 
incurred in compliance with such request; and (d) the Trustee has refused or omitted to comply with such 
request for a period of 60 days after such written request has been received by, and said tender of 
indemnity has been made to, the Trustee. 

Such notification, request, tender of indemnity and refusal or omission are conditions precedent 
to the exercise by any Holder of Bonds of any remedy under the Indenture or under law; it being 
understood and intended that no one or more Holders of Bonds will have any right in any manner 
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whatever by such Holders’ action to affect, disturb or prejudice the security of the Indenture or the rights 
of any other Holders of Bonds, or to enforce any right under the Indenture, the Agreement, the Act or 
other applicable law with respect to the Bonds, except in the manner provided in the Indenture, and that 
all proceedings at law or in equity to enforce any such right will be instituted, had and maintained in the 
manner provided in the Indenture and for the benefit and protection of all Holders of the Outstanding 
Bonds, subject to the provisions of the Indenture (including provisions of the Indenture relating to 
extension of time for the payment of the Bonds). 

Absolute Obligation of Issuer 

Nothing described in the immediately preceding subheading or in any other provision of the 
Indenture, or in the Bonds, will affect or impair the obligation of the Issuer, which is absolute and 
unconditional, to pay the principal of, premium, if any, and interest on the Bonds to the respective 
Holders of the Bonds at their date of maturity, or upon call for redemption, as provided in the Indenture, 
but only out of the Revenues and other assets pledged in the Indenture therefor, or affect or impair the 
right of such Holders, which is also absolute and unconditional, to enforce such payment by virtue of the 
contract embodied in the Bonds. 

Termination of Proceedings 

In case any proceedings taken by the Trustee or any one or more Bondholders on account of any 
Event of Default have been discontinued or abandoned for any reason or have been determined adversely 
to the Trustee or the Bondholders, then in every such case the Issuer, the Trustee, and the Bondholders, 
subject to any determination in such proceedings, will be restored to their former positions and rights 
under the Indenture, severally and respectively, and all rights, remedies, powers and duties of the Issuer, 
the Trustee, and the Bondholders will continue as though no such proceedings had been taken. 

Remedies Not Exclusive 

No remedy conferred upon or reserved to the Trustee or to the Holders of the Bonds in the 
Indenture is intended to be exclusive of any other remedy or remedies, and each and every such remedy, 
to the extent permitted by law, is cumulative and in addition to any other remedy given under the 
Indenture or now or hereafter existing at law or in equity or otherwise.   

No Waiver of Default 

No delay or omission of the Trustee or of any Holder of the Bonds to exercise any right or power 
arising upon the occurrence of any default will impair any such right or power or will be construed to be a 
waiver of any such default or an acquiescence therein; and every power and remedy given by the 
Indenture to the Trustee, or to the Holders of the Bonds may be exercised from time to time and as often 
as may be deemed expedient. 

Compensation and Indemnification of Trustee, Paying Agent and Bond Registrar 

The rights of the Trustee, the Paying Agent and the Bond Registrar to compensation for their 
services and to payment or reimbursement for expenses, disbursements, liabilities and advances shall 
have priority over the Bonds in respect of all property and funds held or collected by the Trustee as such, 
except for moneys held in the Rebate Fund and other funds held in trust by the Trustee for the benefit of 
the Holders of particular Bonds, including, without limitation, (i) moneys or securities held pursuant to 
the defeasance provisions of the Indenture; and (ii) moneys or securities held for the payment of Bonds 
upon maturity or redemption and prior to the presentation of such Bonds. 



 

C-16 

Modification or Amendment of the Indenture and the Agreement 

(A) Except as provided in paragraph (B) below, the Indenture and the rights and obligations 
of the Issuer and of the Holders of the Bonds and of the Trustee may be modified or amended 
from time to time and at any time by an indenture or indentures supplemental to the Indenture, 
which the Issuer and the Trustee may enter into when the written consent of the Holders of a 
majority in aggregate principal amount of all Bonds then Outstanding has been filed with the 
Trustee.  No such modification or amendment may (1) extend the fixed maturity of any Bond, or 
reduce the amount of principal thereof, or extend the time of payment, or change the method of 
computing the rate of interest thereon or create a privilege or priority of any Bond over any other 
Bond, or extend the time of payment of interest thereon, without the consent of the Holder of 
each Bond so affected, or (2) reduce the aforesaid percentage of Bonds the consent of the Holders 
of which is required to effect any such modification or amendment, or (3) permit the creation of 
any lien on the Revenues and other assets pledged under the Indenture prior to or on a parity with 
the lien created by the Indenture, (4) or deprive the Holders of the Bonds of the lien created by 
the Indenture on such Revenues and other assets (except as expressly provided in the Indenture), 
without the consent of the Holders of all of the Bonds then Outstanding. It will not be necessary 
for the consent of the Bondholders to approve the particular form of any Supplemental Indenture, 
but it will be sufficient if such consent approves the substance thereof.  Promptly after the 
execution by the Issuer and the Trustee of any Supplemental Indenture described in this 
paragraph, the Trustee will mail a notice, setting forth in general terms the substance of such 
Supplemental Indenture, to each Rating Agency then rating the Bonds and the Holders of the 
Bonds at the addresses shown on the registration books of the Trustee.  Any failure to give such 
notice, or any defect therein, will not, however, in any way impair or affect the validity of any 
such Supplemental Indenture. 

(B) The Indenture and the rights and obligations of the Issuer, of the Trustee and of the 
Holders of the Bonds may also be modified or amended from time to time and at any time by a 
supplemental indenture, which the Issuer and the Trustee may enter into without the consent of 
any Bondholders, and only to the extent permitted by law and after receipt of an Opinion of 
Counsel addressed to the Trustee that the provisions of such Supplemental Indenture do not 
materially adversely affect the interests of the Holders of the Bonds, including any adverse effect 
on the Tax-exempt status of interest on the Tax-exempt Bonds, for any one or more of the 
following purposes: 

(1) to add to the covenants and agreements of the Issuer contained in the Indenture 
other covenants and agreements thereafter to be observed, to pledge or assign additional 
security for the Bonds, or to surrender any right or power therein reserved to or conferred 
upon the Issuer under the Indenture; 

(2) to make such provisions for the purpose of curing any ambiguity, inconsistency 
or omission, or of curing or correcting any defective provision, contained in the 
Indenture, or in regard to matters or questions arising under the Indenture, as the Issuer, 
at the direction of the Borrower, may deem necessary or desirable and not inconsistent 
with the Indenture; 

(3) to modify, amend or supplement the Indenture in such manner as to permit the 
qualification thereof under the Trust Indenture Act of 1939, as amended, or any similar 
federal statute hereafter in effect, and to add such other terms, conditions and provisions 
as may be permitted by said act or similar federal statute;  
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(4) to obtain a rating on the Bonds;  

(5) to modify, alter, amend or supplement the Indenture in any other respect, that, in 
the opinion of the Trustee, which may be based upon an opinion of counsel, shall not 
prejudice in any material respect the rights of the holders of the Bonds then outstanding; 
or  

(6) to provide for the issuance of Subordinate Obligations, including any provisions 
necessary to provide for subordinate priority of such Subordinate Obligations in the 
Revenues, so long as such provisions do not materially adversely affect the Holders of 
previously outstanding Bonds. 

(C) The Trustee and the Issuer may in their discretion, but will not be obligated to, enter into 
any such Supplemental Indenture described in the immediately preceding paragraphs (A) and (B) 
of this subheading which materially adversely affects the Trustee’s or the Issuer’s own rights, 
duties or immunities, respectively, under the Indenture or otherwise. 

(D) Anything in the Indenture to the contrary notwithstanding, a Supplemental Indenture 
shall not become effective unless and until the Borrower have consented thereto in writing. 

Amendment of Security Documents 

The Consents and Agreements and the Depository Agreement may be amended or modified only 
by an instrument in writing signed by the Borrower, the Depository Bank, the Trustee, and, in the case of 
amendments or modifications to the Consents and Agreements, the counterparty to the agreement being 
assigned.  The Trustee shall give such written consent only if (a) in an Opinion of Counsel addressed to 
the Trustee with a copy to be delivered to the Issuer, such amendment, modification or termination will 
not materially adversely affect the interests of the Bondholders, including any adverse effect on the Tax-
exempt status of interest on the Bonds, or result in any material impairment of the security thereby given 
for the payment of the Bonds, or (b) the Trustee first obtains the written consent of the Holders of a 
majority in aggregate principal amount of the Bonds then Outstanding to such amendment, modification 
or termination.  Notwithstanding the foregoing, the Trustee may amend the Consents and Agreements for 
the purpose of curing any ambiguity, inconsistency or omission, without obtaining an opinion of Bond 
Counsel or the consent of the Holders described in parts (a) or (b) of the prior sentence. 

Discharge of Indenture 

Bonds may be paid by the Issuer in any of the following ways, provided that the Issuer also pays 
or causes to be paid any other sums payable by the Issuer under the Indenture: 

(a) by paying or causing to be paid the principal of, interest and premium, if any, on the 
Bonds then Outstanding as and when the same become due and payable; 

(b) by depositing with the Trustee, in trust, at or before maturity or the redemption date 
thereof, money or securities in the necessary amount (as described below under "THE INDENTURE - 
Deposit of Money or Securities with Trustee" in this Appendix C) to pay or redeem all Bonds then 
Outstanding; or 

(c) by delivering to the Trustee, for cancellation by it, the Bonds then Outstanding. 
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If the Issuer also pays or causes to be paid all other sums payable by the Issuer under the 
Indenture, then and in that case, at the election of the Issuer (evidenced by a Certificate of the Issuer, filed 
with the Trustee, signifying the intention of the Issuer to discharge all such indebtedness and the 
Indenture), and notwithstanding that any Bonds will not have been surrendered for payment, the Indenture 
and the pledge of Revenues and other assets made under the Indenture and all covenants, agreements and 
other obligations of the Issuer under the Indenture will cease, terminate, become void and be completely 
discharged and satisfied except only as described below under "THE INDENTURE - Discharge of 
Liability on Bonds" in this Appendix C.  In such event, upon specific written request of the Issuer, the 
Trustee will cause an accounting for such period or periods as may be requested by the Issuer to be 
prepared and filed with the Issuer and will execute and deliver to the Issuer all such instruments as may 
be necessary or desirable to evidence such discharge and satisfaction provided satisfactory indemnity is 
provided to it, and the Trustee is to pay over, transfer, assign or deliver all moneys or securities or other 
property held by it pursuant to the Indenture (other than the Rebate Fund) which are not required for the 
payment or redemption of Bonds not theretofore surrendered for such payment or redemption and which 
are otherwise not amounts owed to the Trustee under the Indenture in the following order (1) first, to the 
Issuer, to pay any Administrative Fees and Expenses or any other amounts due and owing to the Issuer 
and (2) second, to the Borrower, provided, however, that the Borrower may not receive moneys held for 
the payment of particular Bonds (including moneys held for non-presented Bonds). 

Discharge of Liability on Bonds 

Upon the deposit with the Trustee, in trust, at maturity or redemption, or prior thereto in 
accordance with the Indenture, as the case may be, of money or securities in the necessary amount (as 
described below under "THE INDENTURE - Deposit of Money or Securities with Trustee" in this 
Appendix C) to pay or redeem any Outstanding Bond (whether upon or prior to its maturity or the 
redemption date of such Bond), provided that, if such Bond is to be redeemed prior to maturity, notice of 
such redemption must have been given as provided in the Indenture and described in this Limited 
Offering Memorandum under "THE BONDS - Redemption - Notice of Redemption" or provision 
satisfactory to the Trustee must have been made for the giving of such notice, then all liability of the 
Issuer in respect of such Bond will cease, terminate and be completely discharged, except only that the 
Holder thereof will thereafter be entitled to payment of the principal of, and premium, if any, and interest 
on, such Bond by the Issuer, and the Issuer will remain liable for such payment, but only out of such 
money or securities deposited with the Trustee as described above for their payment and such money or 
securities will be pledged to such payment. 

The Issuer may at any time surrender to the Trustee for cancellation by it any Bonds previously 
issued and delivered, which the Issuer may have acquired in any manner whatsoever, and such Bonds, 
upon such surrender and cancellation, will be deemed to be paid and retired. 

Deposit of Money or Securities with Trustee 

Whenever in the Indenture it is provided or permitted that there be deposited with or held in trust 
by the Trustee money or securities in the necessary amount to pay or redeem any Bonds, the money or 
securities to be deposited or held may include money or securities held by the Trustee in the funds and 
accounts established pursuant to the Indenture (exclusive of the Rebate Fund) and will be any 
combination of: 

(A) Moneys in an equal amount to the principal amount of such Bonds, and all unpaid interest 
thereon to maturity except that, in the case of Bonds which are to be redeemed prior to maturity and in 
respect of which notice of such redemption has been given as provided in the Indenture and described in 
this Limited Offering Memorandum under the caption "THE BONDS - Redemption - Notice of 
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Redemption" or provision satisfactory to the Trustee has been made for the giving of such notice, the 
amount to be deposited or held must be the principal amount or redemption price of such Bonds and all 
unpaid interest thereon to the redemption date; or 

(B) Investment Securities (rated S&P "AAA" or equivalent) which consist solely of securities 
described in clause (i) of the definition of Investment Securities, the principal of and interest on which 
when due and without reinvestment will provide money sufficient to pay the principal of, premium, if 
any, and all unpaid interest to maturity or to the redemption date on the Bonds to be paid or redeemed, as 
such principal and interest become due, with maturities no longer than 30 days or as may be necessary to 
make the required payment on the Bonds, provided that, in the case of Bonds which are to be redeemed 
prior to the maturity thereof, notice of such redemption must have been given as provided in the Indenture 
and described in this Limited Offering Memorandum under the caption "THE BONDS - Redemption - 
Notice of Redemption" or provision satisfactory to the Trustee must have been made for the giving of 
such notice;  

provided, in each case, that the Trustee has been irrevocably instructed (by the terms of the Indenture or 
by written request of the Issuer) to apply such money or Investment Securities to the payment of such 
principal, premium, if any, and interest with respect to such Bonds and provided further that each Rating 
Agency then rating such Bonds and the Trustee has received a report of an Accountant that the moneys or 
Investment Securities on deposit are sufficient to pay the principal, premium, if any, and interest on the 
Bonds to maturity or the redemption date. 

THE LOAN AGREEMENT 

The following is a brief summary of certain provisions of the Agreement.  THE SUMMARY 
DOES NOT PURPORT TO BE COMPLETE OR DEFINITIVE AND IT IS QUALIFIED IN ITS 
ENTIRETY BY REFERENCE TO THE AGREEMENT, A COPY OF WHICH IS ON FILE WITH THE 
TRUSTEE. 

Term 

The Agreement will be in full force and effect from the date of the Agreement and will continue 
in effect as long as any of the Bonds is Outstanding or the Trustee holds any moneys under the Indenture, 
whichever is later. 

Loan; Repayment 

Agreement to Issue Bonds; Application of Bond Proceeds.  To provide funds to finance Costs 
of the Project and Costs of Issuance, the Issuer agrees that it will issue under the Indenture, sell and cause 
to be delivered to the purchasers thereof, the Bonds.  The Issuer will thereupon apply the proceeds 
received from the sale of the Bonds as provided in the Agreement and in the Indenture. The Borrower 
agrees under the Agreement that it will acquire, construct, improve, install and equip, or complete the 
acquisition, construction, improvement, installation and equipping of, the Project, substantially in 
accordance with the description of the Project prepared by the Borrower and submitted to the Issuer, 
including any and all supplements, amendments and additions or deletions thereto or therefrom, it being 
understood that the approval of the Issuer is not required for changes in such description which do not 
substantially alter the purpose and description of the Project.  The Borrower further agrees under the 
Agreement to proceed with due diligence to complete the Project within three years from the Issuance 
Date.  The Borrower will not make any changes to the Project or to the operation thereof which would 
affect the qualification of the Project as a "project" under the Act or adversely affect the Tax-exempt 
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status of the interest on the Bonds.  In particular, the Borrower agrees to comply with all requirements set 
forth in the Tax Certificate. 

Loan of Bond Proceeds; Issuance of Bonds.  The Issuer covenants and agrees, upon the terms 
and conditions in the Agreement, to make a loan to the Borrower, evidenced by the Note, from the 
proceeds of the Bonds for the purpose of financing the Costs of the Project and Costs of Issuance, funding 
capitalized interest, and funding the Debt Service Reserve Fund.  The Issuer further covenants and agrees 
under the Agreement that it will take all actions within its authority to keep the Agreement in effect in 
accordance with its terms.  Pursuant to said covenants and agreements, the Issuer will issue the Bonds 
upon the terms and conditions contained in the Agreement and the Indenture and will cause the Bond 
proceeds to be applied as provided in the Indenture. 

Loan Payments and Payments of Other Accounts.  The Borrower covenants and agrees under 
the Agreement to pay to the Trustee as a repayment on the loan made to the Borrower from Bond 
proceeds as described in the immediately preceding paragraph a sum equal to the amount payable on such 
Bond Payment Date as principal of, premium, if any, and interest on, the Bonds as provided in the 
Indenture.  Such Loan Payments are to be made in federal funds or other funds immediately available at 
the Corporate Trust Office of the Trustee. 

Each payment made as described in the immediately preceding paragraph will at all times be 
sufficient to pay the total amount of interest and principal (whether at maturity or upon redemption or 
acceleration) and premium, if any, becoming due and payable on the Bonds on each Bond Payment Date; 
provided that any amount held by the Trustee in the Bond Fund on any due date for a Loan Payment 
under the Agreement will be credited against the Loan Payment due on such date, to the extent available 
for such purpose; and provided further that, subject to the provisions described in this paragraph, if at any 
time the amounts held by the Trustee in the Bond Fund are sufficient to pay all of the principal of and 
interest and premium, if any, on the Bonds as such payments become due, the Borrower will be relieved 
of any obligation to make any further payments as described in the immediately preceding paragraph.  
Notwithstanding the foregoing, if on any date the amount held by the Trustee in the Bond Fund is 
insufficient to make any required payments of principal of (whether at maturity or upon redemption or 
acceleration) and interest and premium, if any, on, the Bonds as such payments become due, the Borrower 
are required to pay such deficiency as a Loan Payment under the Agreement. 

The Borrower also agrees to pay certain fees and expenses of the Trustee and the Issuer. 

Unconditional Obligation.  The obligations of the Borrower to make the Loan Payments and the 
other payments required by the Agreement and to perform and observe the other agreements on its part 
contained in the Agreement are absolute and unconditional, irrespective of any defense or any rights of 
set-off, recoupment or counterclaim it might otherwise have against the Issuer, and during the term of the 
Agreement, the Borrower is required to pay all payments required to be made on account of the 
Agreement as described above under "THE LOAN AGREEMENT - Loan Payments and Payments of 
Other Accounts" and all other payments required thereunder, free of any deductions and without 
abatement, diminution or set-off. Until such time as the principal of, premium, if any, and interest on, the 
Bonds has been fully paid, or provision for the payment thereof has been made as required by the 
Indenture, the Borrower agrees (i) not to suspend or discontinue any payments described above under 
"THE LOAN AGREEMENT - Loan Payments and Payments of Other Accounts" in this Appendix C; (ii) 
to perform and observe all of its other covenants contained in the Agreement; and (iii) except as provided 
in the provisions of the Agreement relating to prepayment, not to terminate the Agreement for any cause, 
including, without limitation, the occurrence of any act or circumstances that may constitute failure of 
consideration, destruction of or damage to all or a portion of those facilities or equipment comprising the 
Project, commercial frustration of purpose, any change in the tax or other laws of the United States of 



 

C-21 

America or of the State or any political subdivision of either of these, or any failure of the Issuer or the 
Trustee to perform and observe any covenant, whether express or implied, or any duty, liability or 
obligation arising out of or connected with the Agreement or the Indenture, except to the extent permitted 
by the Agreement. 

Assignment of Issuer’s Rights 

As security for the payment of the Bonds, the Issuer will assign to the Trustee the Issuer’s rights 
under the Agreement and the Note, including the right to receive Loan Payments under the Agreement 
(except the Unassigned Issuer Rights).  The Issuer directs the Borrower to make the Loan Payments 
required under the Agreement directly to the Trustee for deposit as contemplated by the Indenture.  The 
Borrower consents to such assignment and agrees under the Agreement to make payments directly to the 
Trustee without defense or set-off by reason of any dispute between the Borrower and the Issuer or the 
Trustee. 

Special Covenants and Agreements 

The Agreement contains certain covenants of the Borrower, including the following: 

Tax Covenant.  The Borrower covenants and agrees under the Agreement that it shall at all times 
do and perform all acts and things permitted by law and the Agreement and the Indenture which are 
necessary in order to assure that interest paid on the Bonds (or any of them) will be Tax-exempt and shall 
take no action that would result in such interest not being Tax-exempt. 

Right of Access to the Project.  The Borrower agrees under the Agreement that during the term 
of the Agreement, the Issuer, the Trustee, and the duly authorized agents of either of them will have the 
right at all reasonable times during normal business hours to enter upon each site where any part of the 
Project is located and to examine and inspect such Project; provided that reasonable notice is to be given 
to the Borrower at least five Business Days prior to such examination or inspection, and such inspection 
is not to disturb the Borrower’s normal business operations. 

The Borrower's Maintenance of Its Existence. The Borrower covenants and agrees under the 
Agreement that during the term of the Agreement it will maintain its existence as a limited liability 
company in good standing in the State of Texas, will not dissolve, sell or otherwise dispose of all or 
substantially all of its assets and will not combine or consolidate with or merge into another entity so that 
it is not the resulting or surviving entity (any such sale, disposition, combination or merger shall be 
referred to hereafter as a "transaction"); provided that it may enter into such transaction, if (i) the 
surviving or resulting transferee, person or entity, as the case may be, assumes and agrees in writing to 
pay and perform all of its the obligations under the Agreement and the Tax Certificate, (ii) the surviving 
or resulting transferee, person or entity, as the case may be, qualifies to do business in the State, (iii) it 
delivers to the Trustee prior to the consummation of the transaction an Approving Opinion addressed to 
the Trustee, and (iv) no Event of Default has occurred or is continuing under the Agreement. Any 
successor or assignee as permitted by the Agreement not organized under the laws of the State will agree 
that throughout the term of the Agreement that it will be in good standing in the State. 

If a merger, consolidation, sale or other transfer is effected, as provided in the Agreement, all 
provisions of the Agreement described in the immediately preceding paragraph will continue in full force 
and effect and no further merger, consolidation, sale or transfer will be effected except in accordance with 
the provisions of the Agreement described in the immediately preceding paragraph. 
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Loan Default Events and Remedies 

Loan Default Events. Any one of the following which occurs and continues shall constitute a 
"Loan Default Event": 

(a) failure of the Borrower to make any Loan Payment required by the Agreement when due; 
or 

 (b) failure of the Borrower to observe and perform any covenant, condition or agreement on 
its part required to be observed or performed by the Agreement (other than as described in 
paragraph (a) above), which continues for a period of 30 days after written notice delivered by the 
Issuer or the Trustee to the Borrower, which notice will specify such failure and request that it be 
remedied, unless the Trustee agrees in writing to an extension of such time; provided, however, 
that if the failure stated in the notice cannot be corrected within such period, the Trustee will not 
unreasonably withhold its consent to an extension of such time if corrective action is instituted 
within such period and diligently pursued in good faith until the default is corrected; or 

(c) the dissolution or liquidation of the Borrower or the filing by the Borrower of a voluntary 
petition in bankruptcy, or failure by the Borrower promptly to cause to be lifted any execution, 
garnishment or attachment of such consequence as will impair the Borrower’s ability to carry on 
its obligations under the Agreement, or the entry of any order or decree granting relief in any 
involuntary case commenced against the Borrower under any present or future federal bankruptcy 
act or any similar federal or state law, or a petition for such an order or decree shall be filed in 
any court and such petition or answer shall not be discharged or denied within ninety days after 
the filing thereof, or if the Borrower admits in writing its inability to pay its debts generally as 
they become due, or a receiver, trustee or liquidator of the Borrower is appointed in any 
proceeding brought against the Borrower and is not discharged within 90 days after such 
appointment or if the Borrower consents to or acquiesces in such appointment, or assignment by 
the Borrower for the benefit of its creditors, or the entry by the Borrower into an agreement of 
composition with its creditors, or a bankruptcy, insolvency or similar proceeding is otherwise 
initiated by or against the Borrower under any applicable bankruptcy, reorganization or analogous 
law as now or hereafter in effect and if initiated against the Borrower remains undismissed 
(subject to no further appeal) for a period of 90 days; provided, the term "dissolution or 
liquidation of the Borrower," as used in this paragraph will not be construed to include the 
cessation of the existence of the Borrower resulting either from a merger or consolidation of the 
Borrower into or with another entity or a dissolution or liquidation of the Borrower following a 
transfer of all or substantially all of its assets as an entirety or under the conditions permitting 
such actions as described above under "THE LOAN AGREEMENT - Special Covenants and 
Agreements - The Borrower’s Maintenance of Its Existence" in this Appendix C; or  

(d) the existence of an Event of Default as provided in the Indenture. 

Remedies on Default   

Subject to the provisions of the Agreement described in the immediately preceding paragraph, 
whenever any Loan Default Event has occurred and is continuing, 

(a) The Trustee, by written notice to the Issuer and the Borrower, will declare the unpaid 
balance of the loan payable under the Agreement to be due and payable immediately, provided that 
concurrently with or prior to such notice the unpaid principal amount of the Bonds has been declared to 
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be due and payable under the Indenture. Upon any such declaration such amount will become and will be 
immediately due and payable as determined in accordance with the Indenture. 

(b) The Trustee may have access to and may inspect, examine and make copies of the books 
and records and any and all accounts, data and federal income tax and other tax returns of the Borrower. 

(c) The Issuer or the Trustee may take whatever action at law or in equity as may be 
necessary or desirable to collect the payments and other amounts then due and thereafter to become due 
or to enforce performance and observance of any obligation, agreement or covenant of the Borrower 
under the Agreement, and payment and performance of the Borrower's obligations may also be enforced 
by mandamus or by the appointment of a receiver in equity with power to charge any payments due from 
the Borrower under the Agreement and to apply the same. 

In case the Trustee or the Issuer has proceeded to enforce its rights under the Agreement and such 
proceedings have been discontinued or abandoned for any reason or have been determined adversely to 
the Trustee or the Issuer, then, and in every such case, the Borrower, the Trustee and the Issuer will be 
restored respectively to their several positions and rights under the Agreement, and all rights, remedies 
and powers of the Borrower, the Trustee and the Issuer will continue as though no such action had been 
taken. 

The Borrower covenants under the Agreement that, in case a Loan Default Event occurs with 
respect to the payment of any Loan Payment payable under the Agreement, then, upon demand of the 
Trustee, the Borrower will pay to the Trustee the whole amount that then has become due and payable 
under the Agreement, with interest on the amount then overdue at the rate then borne by the Bonds on the 
day prior to the occurrence of such default.  

In the case the Borrower fails to pay such amounts upon such demand, the Trustee is entitled and 
empowered to institute any action or proceeding at law or in equity for the collection of the sums so due 
and unpaid, and may prosecute any such action or proceeding to judgment or final decree, and may 
enforce any such judgment or final decree against the Borrower and collect in the manner provided by 
law the moneys adjudged or decreed to be payable. 

In case proceedings are pending for the bankruptcy or for the reorganization of the Borrower 
under the federal bankruptcy laws or any other applicable law, or in case a receiver or trustee has been 
appointed for the property of the Borrower or in the case of any other similar judicial proceedings relative 
to the Borrower, or the creditors or property of the Borrower, then the Trustee will be entitled and 
empowered, by intervention in such proceedings or otherwise, to file and prove a claim or claims for the 
whole amount owing and unpaid pursuant to the Agreement and, in case of any judicial proceedings, to 
file such proofs of claim and other papers or documents as may be necessary or advisable in order to have 
the claims of the Trustee allowed in such judicial proceedings relative to the Borrower, its creditors or its 
property, and to collect and receive any moneys or other property payable or deliverable on any such 
claims, and to distribute such amounts as provided in the Indenture after the deduction of its reasonable 
charges and expenses to the extent permitted by the Indenture.  Any receiver, assignee or trustee in 
bankruptcy or reorganization is authorized under the Agreement to make such payments to the Trustee, 
and to pay to the Trustee and the Issuer any amount due each of them for their respective reasonable 
compensation and expenses, including reasonable expenses and fees of counsel incurred by each of them 
up to the date of such distribution.  

In the event the Trustee incurs expenses or renders services in any proceedings which result from 
a Loan Default Event under the Agreement described in paragraph (c) above under "THE LOAN 
AGREEMENT - Loan Default Events and Remedies - Loan Default Events" in this Appendix C, or from 
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any default which, with the passage of time, would become such a Loan Default Event, the expenses so 
incurred and compensation for services so rendered are intended to constitute expenses of administration 
under the Bankruptcy Code or equivalent law. 

Prepayment 

Options to Prepay Installments.  The Borrower has the option under the Agreement to prepay 
the Loan Payments payable under the Agreement by paying to the Trustee, for deposit in the Bond Fund, 
the amount set forth in Agreement and described below under "THE LOAN AGREEMENT - Prepayment 
- Amount of Prepayment" in this Appendix C and to cause all or any part of the Bonds to be redeemed at 
the times and at the prices set forth in the Indenture if the conditions set forth in the Indenture and 
described in this Limited Offering Memorandum under the caption "THE BONDS – Redemption – 
Optional Redemption Upon Occurrence of Extraordinary Events" are met, and at the times and at the 
prices set forth in the Indenture and described in the Limited Offering Memorandum under "THE 
BONDS - Redemption - Optional Redemption." 

Mandatory Prepayment.  If a mandatory redemption of the Bonds is required by the Indenture 
(as described in this Limited Offering Memorandum under the caption "THE BONDS – Redemption – 
Mandatory Redemption Upon Invalidity or a Determination of Taxability"), the Borrower has the 
obligation under the Agreement to prepay the Loan Payments by paying to the Trustee, for deposit in the 
Bond Fund, the amount set forth in the Agreement and described below under "THE LOAN 
AGREEMENT - Prepayment - Amount of Prepayment" in this Appendix C, to be used to redeem all or a 
part of the Outstanding Bonds. 

Amount of Prepayment.  In the case of a redemption of the Outstanding Bonds in full, the 
amount to be paid will be a sum sufficient, together with other funds and the yield on any securities 
deposited with the Trustee and available for such purpose, to pay (1) the principal of all Bonds 
Outstanding on the redemption date specified in the notice of redemption, plus interest accrued and to 
accrue to the payment or redemption date of the Bonds, plus premium, if any, pursuant to the Indenture, 
(2) all reasonable and necessary fees and expenses (including, without limitation, reasonable legal fees 
and expenses) of the Issuer, the Trustee and any Paying Agent accrued and to accrue through final 
payment of the Bonds and (3) all other liabilities of the Borrower accrued and to accrue under the 
Agreement. In the case of redemption of the Outstanding Bonds in part, the amount payable will be a sum 
sufficient, together with other funds deposited with the Trustee and available for such purpose, to pay the 
principal amount of and premium, if any, and accrued interest on the Bonds to be redeemed, as provided 
in the Indenture, and to pay expenses of redemption of such Bonds. 

Non-liability of Issuer 

The Issuer is not obligated under the Agreement to pay the principal of, or premium, if any, or 
interest on the Bonds, except from Revenues.  The Borrower acknowledges under the Agreement that the 
Issuer’s sole source of moneys to repay the Bonds will be provided by the payments made by the 
Borrower pursuant to the Agreement and the Note, together with other Revenues with respect to the 
Bonds, including investment income on certain funds and accounts held by the Trustee under the 
Indenture. The Borrower agrees under the Agreement that if the payments to be made thereunder ever 
prove insufficient to pay all principal of and premium, if any, and interest on the Bonds as the same 
become due (whether by maturity, redemption, acceleration or otherwise), then upon notice from the 
Trustee, the Borrower will pay such amounts as are required from time to time to prevent any deficiency 
or default in the payment of such principal, premium or interest, including, but not limited to, any 
deficiency caused by acts, omissions, nonfeasance or malfeasance on the part of the Trustee, the 
Borrower, the Issuer, or any third party. 
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Amendment of Agreement 

Except as otherwise provided in the Agreement or the Indenture, the Agreement may not be 
effectively amended, changed, modified, altered or terminated except by the written agreement of the 
Issuer and the Borrower and with the written consent of the Trustee (if required under the Indenture).  The 
Indenture provides that the Trustee will give such written consent only if (1) in the Opinion of Counsel 
addressed to the Trustee with a copy delivered to the Issuer, such amendment, change, modification, 
alteration or termination will not materially adversely affect the interests of the Bondholders, including 
any adverse effect of the Tax-exempt status of interest on the Bonds, or result in any material impairment 
of the security given for the payment of the Bonds under the Indenture, or (2) the Trustee first obtains the 
written consent of the Holders of a majority in principal amount of Bonds then Outstanding, to such 
amendment, modification or termination, provided that no such amendment, modification or termination 
shall reduce the amount of Loan Payments to be made by the Borrowers pursuant to the Agreement, or 
extend the time for making such payments, without the written consent of all of the Holders of the Bonds 
then Outstanding.  The Trustee will be provided with and will rely on an Opinion of Counsel with respect 
to the effect of any amendments to the Indenture or the Agreement, and that such amendment is 
permitted. 

THE DEPOSITORY AND CONTROL AGREEMENT 

The following is a summary of certain provisions of the Depository Agreement.  THE 
SUMMARY DOES NOT PURPORT TO BE COMPLETE OR DEFINITIVE AND IT IS QUALIFIED 
IN ITS ENTIRETY BY REFERENCE TO THE DEPOSITORY AGREEMENT, A COPY OF WHICH 
IS ON FILE WITH THE TRUSTEE. 

Disbursements from the Operation and Maintenance Expense Account, Major Maintenance 
Reserve Account, Construction Contingency Reserve Account, Additional Services Account and 
Land Lease Rent Account 

(a) Subject to the terms of the Depository Agreement, any amount deposited in the 
Operation and Maintenance Expense Account shall be immediately transferred by the Depository Bank to 
the Borrower, as directed by the Borrower in writing. 

(b) Subject to the terms of the Depository Agreement, any amount deposited in the 
Major Maintenance Reserve Account shall be transferred by the Depository Bank to the Borrower, as 
directed by the Borrower in writing. 

(c) Subject to the terms of the Loan Agreement, upon receipt of a written request by 
the Trustee, the Depository Bank shall be authorized to transfer funds from the Construction Contingency 
Reserve Account to the Project Fund created under the Indenture.  

(d) Upon receipt of a certificate delivered by the Borrower to the Depository Bank 
pursuant to the terms of the Loan Agreement, the Depository Bank shall transfer amounts on deposit in 
the Construction Contingency Reserve Account to the Borrower upon the later of (i) the date on which the 
Borrower delivers the completion certificate, including certifications by the Borrower that there are no 
remaining obligations of equipment vendors or the Construction Manager under their respective contracts, 
including payment under performance guarantees and payment of liquidated damages, to the Trustee in 
accordance with the terms of the Loan Agreement or (ii) the date on which the Project has had average 
production for 60 days averaging greater than 50% of the projected hydrochloric acid, caustic soda and 
water for the "Expected Case" (as detailed in the Independent Engineer's Report) under the Project 
Documents.  The Borrower shall deliver a certificate to the Depository Bank certifying as to the 
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occurrence of either (i) or (ii) above, and the Depository Bank may conclusively rely on such certificate in 
transferring the amounts on deposit in the Construction Contingency Reserve Account to the Borrower. 

(e) Upon receipt of a certificate signed by the Borrower to the effect that (i) Enviro 
Water Minerals, Inc. has provided additional services to the Borrower under the Management Services 
Agreement, (ii) such services are necessary for the Project and could not be obtained at lower cost from 
another source and (iii) the amount of such additional services does not exceed $50,000 per year, the 
Depository Bank shall transfer the amount set forth in such certificate from the Additional Services 
Account to the Borrower as directed in writing by the Borrower.  The amount in clause (iii) above shall be 
indexed on an annual basis to changes in the Producer Price Index published by the U.S. Bureau of Labor 
Statistics. 

(f) Subject to the terms of the Depository Agreement, any amount deposited in the 
Land Lease Rent Account shall be transferred by the Depository Bank to the Borrower, as directed by the 
Borrower in writing. 

Disbursements from the Debt Service Account 

(a) Subject to the terms of the Depository Agreement, no later than the 25th calendar 
day of each month commencing January 1, 2016, the Depository Bank will transfer to the Trustee for 
deposit in the Bond Fund established under the Indenture an amount equal to not less than the product of 
one-sixth (1/6) of the amount of any interest of the Bonds Outstanding becoming due and payable on the 
succeeding January 1 or July 1, as applicable, multiplied by the number of months (starting at one) since 
the immediately preceding Interest Payment Date. 

(b) Subject to the terms of the Depository Agreement, no later than the 25th  
calendar day of each month commencing January 1, 2018, the Depository Bank will transfer to the 
Trustee for deposit in the Bond Fund established under the Indenture, an amount equal to not less than the 
product of one-sixth (1/6) of the amount of any principal or sinking fund payment of the Bonds 
Outstanding becoming due and payable on the succeeding January 1 or July 1, as applicable, multiplied 
by the number of months (starting at one) since the immediately preceding Principal Payment Date. 

(c) Subject to the terms of the Depository Agreement, after the transfers in (a) and 
(b) above have been made, the Depository Bank will immediately transfer the balance in the Debt Service 
Account to the Surplus Account. 

Disbursements from the Debt Service Reserve Account, Rebate Account, Income Tax Account and 
Supplemental Reserve Account 

Immediately after making the transfers described under the subheading "Deposits to Funds and Accounts" 
above: 

(a) subject to the terms of the Depository Agreement, if amounts in the Surplus 
Account are not sufficient to meet the requirements of Section 3.6(a), the Depository Bank will transfer 
any amount in the Debt Service Reserve Account to the Trustee for deposit in the Debt Service Reserve 
Fund established under the Indenture;  

(b) subject to the terms of the Depository Agreement, the Depository Bank will 
transfer any amount in the Rebate Account to the Trustee for deposit in the Rebate Fund established under 
the Indenture;  
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(c) subject to the terms of the Depository Agreement, if the Debt Service Coverage 
Ratio exceeds 1.05:1, the Depository Bank will transfer any amount in the Income Tax Account to the 
Borrower; and  

(d) subject to the terms of the Depository Agreement, if the Debt Service Coverage 
Ratio exceeds 1.5:1, the Depository Bank will transfer any amount in the Supplemental Reserve Account 
to the Surplus Account. 

Disbursements from the Surplus Account 

(a) Subject to the terms of the Depository Agreement, (i) if on the 15th calendar day 
of any month there are insufficient moneys already on deposit in the Revenue Fund to make in full all of 
the transfers described in clauses First through Seventh and clause Tenth described above in 
"DEPOSITORY AGREEMENT – Deposits to Funds and Accounts" in this Appendix C and (ii) if upon 
receipt by the Depository Bank of the Financial Statements there are insufficient moneys already on 
deposit in the Revenue Fund to make in full all of the transfers described in clauses Eighth and Ninth 
described above in "DEPOSITORY AGREEMENT – Deposits to Funds and Accounts" in this Appendix 
C, then the Depository Bank will liquidate investments credited to the Surplus Account in an amount 
sufficient to produce cash proceeds equal to such insufficiency and transfer such cash proceeds to the 
Revenue Fund. 

(b) Subject to the terms of the Depository Agreement, after the transfer to be made 
pursuant to subsection (a) above (if any such transfer has been required) has been made, on January 1, 
April 1, July 1 and October 1 of each year following receipt by the Depository Bank from the Borrower of 
its Quarterly Distribution Certificate (as defined below), the Depository Bank will transfer to the 
Borrower any property remaining to the credit of the Surplus Account but only as provided in the 
Depository Agreement. No such transfer shall be made unless the Financial Statements identify that (i) 
the Debt Service Coverage Ratio for the most recent two Fiscal Years exceeds 1.75:1 and (ii) amounts on 
deposit in the Debt Service Reserve Fund and the Operations and Maintenance Reserve Account equal or 
exceed the Debt Service Reserve Fund Requirement and the Operations and Maintenance Reserve 
Requirement, respectively, and the amount on deposit in the Major Maintenance Reserve Account equals 
or exceeds the amount required to be on deposit therein as provided in clause TENTH under the caption 
“SECURITY FOR THE BONDS – Application of Funds Under the Depository Agreement” in the forepart of 
this Limited Offering Memorandum. Notwithstanding the foregoing, no such transfer of property from the 
Surplus Fund to the Borrower shall be made if the Borrower has committed an Event of Default or Loan 
Default Event under either the Indenture or the Loan Agreement, respectively.  "Quarterly Distribution 
Certificate" means that written certification in the form attached to the Depository Agreement to be 
signed by an Authorized Representative of the Borrower and delivered to the Trustee and the Depository 
Bank no more frequently than quarterly that will contain (a) the Financial Statements for the most recent 
two Fiscal Years and a calculation of the Debt Service Coverage Ratio for the most recent two Fiscal 
Years, and (b) statements as to compliance with this this paragraph. 

(c) This subsection shall apply only to the extent that the transfers in clause 
(b) above are not permitted in accordance with the terms of such clause (b). Subject to the terms 
of the Depository Agreement, after the transfer to be made pursuant to subsection (a) above (if 
any such transfer has been required) has been made, following receipt by the Depository Bank 
from the Borrower of the Financial Statements for the applicable Fiscal Year and its Annual 
Distribution Certificate (as defined below), the Depository Bank shall transfer to the Borrower 
any property remaining to the credit of the Surplus Account but only as provided in the 
Depository Agreement. No such transfer shall be made unless the Financial Statements identify 
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either (i) (A) the Debt Service Coverage Ratio for the most recent Fiscal Year exceeds 1.5:1 and 
(B) amounts on deposit in the Debt Service Reserve Fund and the Operations and Maintenance 
Reserve Account equal or exceed the Debt Service Reserve Fund Requirement and the 
Operations and Maintenance Reserve Requirement, respectively, and the amount on deposit in 
the Major Maintenance Reserve Account equals or exceeds the amount required to be on deposit 
therein as provided in clause TENTH under the caption “SECURITY FOR THE BONDS – 
Application of Funds Under the Depository Agreement” in the forepart of this Limited Offering 
Memorandum, or (ii) (A) the Debt Service Coverage Ratio for the most recent Fiscal Year 
exceeds 1.1:1, (B) amounts on deposit in the Debt Service Reserve Fund and the Operations and 
Maintenance Reserve Account equal or exceed the Debt Service Reserve Fund Requirement and 
the Operations and Maintenance Reserve Requirement, respectively and the amount on deposit 
in the Major Maintenance Reserve Account equals or exceeds the amount required to be on 
deposit therein as provided in clause TENTH under the caption “SECURITY FOR THE BONDS – 
Application of Funds Under the Depository Agreement” in the forepart of this Limited Offering 
Memorandum, and (C) amounts on deposit in the Supplemental Reserve Account equal or 
exceed the Debt Service Reserve Fund Requirement. Notwithstanding the foregoing clauses (i) 
and (ii), no such transfer of property from the Surplus Fund to the Borrower shall be made if the 
Borrower has committed an Event of Default or Loan Default Event under either the Indenture or 
the Loan Agreement, respectively.  "Annual Distribution Certificate" means that written 
certification in the form attached to the Depository Agreement to be signed by an Authorized 
Representative of the Borrower and delivered to the Trustee and the Depository Bank no more 
frequently than annually that will contain (a) the annual audited Financial Statements for the 
most recent Fiscal Year and a calculation of the Debt Service Coverage Ratio for the most recent 
Fiscal Year, and (b) statements as to compliance with clauses (i) or (ii) of this paragraph. 

Control 

Notwithstanding any other provision of the Depository Agreement: 

(a) The Depository Bank will comply with the Trustee’s instructions directing 
disposition of funds in each Deposit Account without further consent by the Borrower or any other person 
or entity.  The Depository Bank may also comply with instructions directing the disposition of funds in 
the Deposit Accounts as provided in, and make the transfers described in, the Depository Agreement, 
until such time as the Trustee delivers a written notice to the Depository Bank that the Trustee is thereby 
exercising exclusive control over one or more Deposit Accounts (each such notice, a "Deposit Account 
Notice of Exclusive Control").  After the Depository Bank receives a Deposit Account Notice of 
Exclusive Control, it will (i) cease complying with instructions concerning the one or more Deposit 
Accounts specified in such Deposit Account Notice of Exclusive Control or the funds on deposit therein 
originated by any person or entity other than the Trustee, and will cease making the transfers described in 
the Depository Agreement and (ii) comply solely with the Trustee’s instructions directing disposition of 
funds in the one or more Deposit Accounts specified in such Deposit Account Notice of Exclusive 
Control.  The Depository Bank has not agreed and will not agree with any person or entity other than the 
Trustee to comply with instructions concerning any Deposit Account or the disposition of funds on 
deposit therein originated by any person or entity other than the Trustee. 

(b) It is the intent of each of the parties to the Depository Agreement that the Surplus 
Account is a securities account of the Trustee.  The Depository Bank will comply with entitlement orders 
originated by the Trustee without further consent by the Borrower or any other person or entity.  The 
Depository Bank may also comply with entitlement orders concerning the Surplus Account as provided 
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in, and make the transfers described in the Depository Agreement, until such time as the Trustee delivers 
a written notice to the Depository Bank that the Trustee is thereby exercising exclusive control over the 
Surplus Account (each such notice, a "Surplus Account Notice of Exclusive Control").  After the 
Depository Bank receives a Surplus Account Notice of Exclusive Control, it will (i) cease complying with 
entitlement orders concerning the Surplus Account or the property credited thereto originated by any 
person or entity other than the Trustee, and will cease making the transfers described in the Depository 
Agreement, and (ii) comply solely with the Trustee’s entitlement orders concerning the Surplus Account 
and the property credited thereto. The Depository Bank has not agreed and will not agree with any person 
or entity other than the Trustee to comply with entitlement orders originated by any person or entity other 
than the Trustee. 

THE DEED OF TRUST 

The following is a summary of certain provisions of the Deed of Trust.  THE SUMMARY DOES 
NOT PURPORT TO BE COMPLETE OR DEFINITIVE AND IT IS QUALIFIED IN ITS ENTIRETY 
BY REFERENCE TO THE DEED OF TRUST, A COPY OF WHICH IS ON FILE WITH THE 
TRUSTEE. 

The Borrower will execute the Deed of Trust, as security for its obligation to make Loan 
Payments and its other obligations under the Agreement.  The Borrower will grant to the Trustee, as 
beneficiary under the Deed of Trust, for the benefit of the Holders of the Bonds, all of the Borrower’s 
estate, right, title and interest whether now owned or hereafter acquired in and to the Premises (as defined 
in the Deed of Trust), which includes but is not limited to the Project, the Project Site, the Lease 
Agreement, all other property or assets, any deposit accounts (including the Borrower's interest in any 
funds held under the Indenture), all other receivables or contract rights, all as described in the Deed of 
Trust. 

Further Assurances: After-Acquired Property   

At any time, and from time to time, upon request by the Trustee (as defined in the Deed of Trust), 
the Borrower will make, execute and deliver or cause to be made, executed and delivered, to the Trustee 
and, where appropriate, cause to be recorded and/or filed and from time to time thereafter to be 
rerecorded and/or refiled at such time and in such offices and places as shall be reasonably necessary 
and/or customary, any and all such other and further deeds of trusts, security agreements, financing 
statements, continuation statements, instruments of further assurance, certificates and other documents as 
may be reasonably necessary or desirable in order to effectuate, complete or perfect, or to continue and 
preserve (a) the obligations of the Borrower under the Note, the Loan Agreement, and under the Deed of 
Trust, and (b) the security interest created by the Deed of Trust as a first and prior security interest upon 
and security title in and to all of the Premises, whether now owned or hereafter acquired by the Borrower. 
Upon any failure by the Borrower so to do, the Trustee may make, execute, record, file, rerecord and/or 
refile any and all such deeds of trust, security agreements, financing statements, continuation statements, 
instruments, certificates, and documents for and in the name of the Borrower, and the Borrower hereby 
irrevocably appoints the Trustee the agent and attorney-in-fact of the Borrower for the sole purpose so to 
do. The security title of the Deed of Trust will automatically attach, without further act, to all after-
acquired property attached to and/or used in the operation of the Premises or any part thereof. 

Events of Default   

Pursuant to the terms of the Deed of Trust, Events of Default include any one or more of the 
following events: 
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(a) Failure by the Borrower to pay any portion of the Secured Indebtedness (as 
defined in the Deed of Trust) as and when the same comes due, which failure is not cured within 
five (5) days after written notice thereof; or 

(b) Failure of the Borrower to observe and perform any covenant, condition or 
agreement on its part required to be observed or performed by the Deed of Trust other than as 
provided in (a) above, which continues for a period of sixty (60) days after written notice 
delivered by the Trustee to the Borrower which notice shall specify such failure and request that it 
be remedied, unless the Trustee shall agree in writing to an extension of such time; provided, 
however, that such period shall be extended if either corrective action is instituted within such 
period and diligently pursued until the default is corrected or if the failure stated in the notice 
cannot be corrected within such period, the Trustee will not unreasonably withhold their consent 
to an extension of such time if corrective action is instituted within such period and diligently 
pursued until the default is corrected; or 

(c) The occurrence of a default, Loan Default Event or Event of Default under the 
Note, the Agreement or any instrument or agreement now or hereafter evidencing or securing the 
Note or the Secured Indebtedness, after allowing for the expiration of all applicable grace 
periods; or 

(d) Any material adverse claim relating to the Land (as defined in the Deed of Trust) 
or the Premises, by title, lien or otherwise is established in any legal or equitable proceeding; or 

(e) Unless the written consent of the Trustee is first obtained (which consent may be 
withheld in the Trustee’s sole discretion) there occurs any transfer of the Premises, or any interest 
therein (except for immaterial condemnation as described in the Deed of Trust); or 

(f) A default occurs under the Lease and continues beyond any cure period 
thereunder or the Lessor (as defined in the Deed of Trust) or any sublessor thereunder 
commences any action to terminate the Lease or to evict the Borrower from the Premises and 
such action or eviction is uncontested. 

Provided that with respect to any of the foregoing, such Event of Default will be deemed to have occurred 
upon the occurrence of such event without notice being required if the Trustee is prevented from giving 
notice by bankruptcy or other applicable law. 

 

Remedies 

Acceleration of Maturity   

If an Event of Default shall have occurred, then the entire Secured Indebtedness shall, at the 
option of the Trustee, immediately become due and payable without notice or demand, time being of the 
essence of the Deed of Trust, and no omission on the part of the Trustee to exercise such option when 
entitled to do so shall be construed as a waiver of such right. 

Right to Enter and Take Possession 

(a) If an Event of Default shall have occurred, the Borrower, upon demand of the 
Trustee, shall forthwith surrender to the Trustee the actual possession of the Premises and, if and to the 
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extent permitted by law, the Trustee itself, or by such officers or agents as it may appoint, may enter and 
take possession of all or any part of the Premises without the appointment of a receiver or an application 
therefor, and may exclude the Borrower and its agents and employees wholly therefrom, and take 
possession of the books, papers and accounts of the Borrower. 

(b) If the Borrower shall for any reason fail to surrender or deliver the Premises or 
any part thereof after such demand by the Trustee, the Trustee may obtain a judgment or decree 
conferring upon the Trustee the right to immediate possession or requiring the Borrower to deliver 
immediate possession of the Premises to the Trustee. The Borrower will pay to the Trustee, upon demand, 
all expenses of obtaining such judgment or decree, including reasonable compensation to the Trustee, its 
attorneys and agents, and all such expenses and compensation will, until paid, become part of the Secured 
Indebtedness and will be secured by the Deed of Trust. 

(c) Upon every such entering upon or taking of possession, to the extent permitted 
by law and the Lease, the Trustee may hold, store, use, operate, manage and control the Premises and 
conduct the business thereof, and, from time to time (i) make all necessary and proper maintenance, 
repairs, renewals, replacements, additions, betterments and improvements thereto and thereon and 
purchase or otherwise acquire additional fixtures, personalty and other property; (ii) insure or keep the 
Premises insured; (iii) manage and operate the Premises and exercise all of the rights and powers of the 
Borrower to the same extent as the Borrower could in its own name or otherwise act with respect to the 
same; and (iv) enter into any and all agreements with respect to the exercise by others of any of the 
powers herein granted to the Trustee, all as the Trustee from time to time may determine to be in its best 
interest. the Trustee may collect and receive all the rents, issues, profits and revenues from the Premises 
to which the Borrower is entitled, including those past due as well as those accruing thereafter, and, after 
deducting (A) all expenses of taking, holding, managing and operating the Premises (including 
compensation for the services of all persons employed for such purposes); (B) the cost of all such 
maintenance, repairs, renewals, replacements, additions, betterments, improvements, purchases and 
acquisitions; (C) the cost of such insurance; (D) such rent, taxes, assessments and other similar charges as 
the Trustee may at its option pay; (E) other proper charges upon the Premises or any part thereof or under 
the Lease; and (F) the reasonable compensation, expenses and disbursements of the attorneys and agents 
of the Trustee, the Trustee shall apply the remainder of the monies and proceeds so received by the 
Trustee, to pay all of the Secured Indebtedness and the Borrower's obligations under the Agreement and 
the Deed of Trust. Anything in the Deed of Trust to the contrary notwithstanding, the Trustee shall not be 
obligated to discharge or perform the duties of a landlord to any tenant or incur any liability as a result of 
any exercise by the Trustee of its rights under the Deed of Trust, and the Trustee will be liable to account 
only for the rents, incomes, issues and profits actually received by the Trustee. 

(d) Whenever all such interest, deposits and principal installments and other sums 
due under any of the terms, covenants, conditions and agreements of the Deed of Trust have been paid 
and all Events of Default have been cured, the Trustee will surrender possession of the Premises to the 
Borrower, its successors or assigns. The same right of taking possession, however, will exist if any 
subsequent Event of Default shall occur and be continuing. 

Performance by Trustee   

If the Borrower defaults in the payment, performance or observance of any term, covenant or 
condition of the Deed of Trust, the Trustee may, at its option, pay, perform or observe the same, and all 
reasonable payments made or reasonable costs or expenses incurred by the Trustee in connection 
therewith, with interest thereon at the then-current rate of the Bonds or at the maximum rate from time to 
time allowed by applicable law, whichever is less, shall be secured hereby and shall be, without demand, 
immediately repaid by the Borrower to the Trustee. The Trustee will be the sole judge of the necessity for 
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any such actions and of the reasonableness of the amounts to be paid. The Trustee is hereby empowered 
to enter and to authorize others to enter upon the Premises or any part thereof for the purpose of 
performing or observing any such defaulted term, covenant or condition without thereby becoming liable 
to the Borrower or any person in possession holding under the Borrower. Notwithstanding anything to the 
contrary in the Deed of Trust, the Trustee will have no obligation, explicit or implied to pay, perform, or 
observe any term, covenant, or condition. 

Receiver 

If any Event of Default has occurred, the Trustee, upon application to a court of competent 
jurisdiction, will be entitled as a matter of strict right, without notice and without regard to the occupancy 
or value of any security for the Secured Indebtedness or the solvency of any party bound for its payment, 
to the appointment of a receiver to take possession of and to operate the Premises, to exercise all rights of 
lessee under the Lease and to collect and apply the rents, issues, profits and revenues thereof. The receiver 
will have all of the rights and powers permitted under the laws of the state wherein the Land is situated. 
The Borrower will pay unto the Trustee upon demand all expenses, including receiver’s fees, reasonable 
attorney’s fees, costs and agent’s compensation, incurred pursuant to the provisions of the Deed of Trust, 
and any such amounts paid by the Borrower will be added to the Secured Indebtedness and will be 
secured by the Deed of Trust. 

Enforcement 

(a) If an Event of Default has occurred, then at the option of Trustee the Deed of 
Trust may be foreclosed in any manner now provided by Texas law, and the deed of trust Trustee, or the 
agent or successor of the Trustee, at the request of the Trustee, may sell the Premises or any part of the 
Premises at one or more public sales at the courthouse of the county in which the Land or any part of the 
Land is situated and otherwise at such place, time and date as provided by the statutes of the State of 
Texas then in force governing sales of real estate under powers of sale conferred by deed of trust 
including, without limitation, Section 51.002 of the Texas Property Code.  At any such public sale, the 
deed of trust Trustee may execute and deliver to the purchaser a conveyance of the Premises or any part 
of the Premises. The Trustee will have the right to enforce any of its remedies set forth herein without 
notice to the Borrower, except for such notice as may be required by law. In the event of any sale under 
the Deed of Trust by virtue of the exercise of the powers herein granted, or pursuant to any order in any 
judicial proceedings or otherwise, the Premises may be sold as an entirety or in separate parcels and in 
such manner or order as the Trustee in its sole discretion may elect, and if the Trustee so elects, the 
Trustee or the Trustee may sell the personal property covered by the Deed of Trust at one or more 
separate sales in any manner permitted by the Uniform Commercial Code of the state in which the Land is 
located, and one or more exercises of the powers herein granted shall not extinguish or exhaust such 
powers, until the entire Premises are sold or the Secured Indebtedness is paid in full. If the Secured 
Indebtedness is now or hereafter further secured by any chattel mortgages, pledges, contracts of guaranty, 
assignments of lease or other security instruments, the Trustee at its option may exhaust the remedies 
granted under any of said security instruments or the Deed of Trust either concurrently or independently, 
and in such order as the Trustee may determine. 

Said sale may be adjourned by the deed of trust Trustee, or his agent or successors, and reset at a 
later date without additional publication; provided that an announcement to that effect be made at the 
scheduled place of sale at the time and on the date the sale is originally set. Any sale or sales may be 
made by an agent acting for the deed of trust Trustee and his appointment need not be in writing. 

(b) In the event of any sale of the Premises as authorized by the Deed of Trust, all 
prerequisites of such sale shall be presumed to have been performed, and in any conveyance given 
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hereunder all statements of facts, or other recitals therein made, as to the non-payment of the Secured 
Indebtedness or as to the advertisement of sale, or the time, place and manner of sale, or as to any other 
fact or thing, shall be taken in all courts of law or equity as prima facie  evidence that the facts so stated or 
recited are true. 

(c) If an Event of Default has occurred, the Trustee may, in addition to and not in 
abrogation of the rights covered under subparagraph (a), either with or without entry or taking possession 
as herein provided or otherwise, proceed by a suit or suits in law or in equity or by any other appropriate 
proceeding or remedy to pursue any other remedy available to it, all as the Trustee in its sole discretion 
shall elect. 

 
THE SECURITY AGREEMENT 

The following is a summary of certain provisions of the Security Agreement.  THE SUMMARY 
DOES NOT PURPORT TO BE COMPLETE OR DEFINITIVE AND IT IS QUALIFIED IN ITS 
ENTIRETY BY REFERENCE TO THE SECURITY AGREEMENT, A COPY OF WHICH IS ON FILE 
WITH THE TRUSTEE. 

The Borrower will execute the Security Agreement, as security for its obligations.  The Borrower 
will grant to the Trustee a security interest in all right, title and interest of the Borrower to the Collateral 
(as defined in the Security Agreement to mean all personal and fixture property of every kind and nature 
including all goods (including inventory, equipment and any accessions thereto), instruments (including 
promissory notes), documents (including, if applicable, electronic documents), accounts (including 
health-care-insurance receivables), chattel paper (whether tangible or electronic), deposit accounts, letter-
of-credit rights (whether or not the letter of credit is evidenced by a writing), commercial tort claims, 
securities and all other investment property, money, cash or cash equivalents, supporting obligations, any 
other contract rights or rights to the payment of money, insurance claims, all general intangibles 
(including all payment intangibles, software and intellectual property), and any books, records or 
information relating to the foregoing and any proceeds of the foregoing), which includes but is not limited 
to the Land Lease, any Project Revenue Generating Agreement and the funds and accounts held under the 
Indenture. 

Rights and Remedies.  If a Loan Default Event has occurred and is continuing, the Trustee, 
without any other notice to or demand upon the Borrower, shall have in any jurisdiction in which 
enforcement hereof is sought, in addition to all other rights and remedies, the rights and remedies of a 
secured party under the Uniform Commercial Code of the State or any other relevant jurisdiction and any 
additional rights and remedies as may be provided to a secured party in any jurisdiction in which 
Collateral is located, including the right to take possession of the Collateral, and for that purpose the 
Trustee may, so far as the Borrower can give authority therefor, enter upon any premises on which the 
Collateral may be situated and remove the same therefrom.  The Trustee may in its discretion require the 
Borrower to assemble all or any part of the Collateral at such location or locations within the jurisdiction 
of the Borrower's principal office or at such other locations as the Trustee may reasonably designate.  
Unless the Collateral is perishable or threatens to decline speedily in value or is of a type customarily sold 
on a recognized market, the Trustee shall give to the Borrower at least five (5) Business Days’ prior 
written notice of the time and place of any public sale of Collateral or of the time after which any private 
sale or any other intended disposition is to be made.  The Borrower hereby acknowledges that five (5) 
Business Days’ prior written notice of such sale or sales shall be reasonable notice.  In addition, the 
Borrower waives any and all rights that it may have to a judicial hearing in advance of the enforcement of 
any of the Trustee's rights and remedies under the Security Agreement, including its right following a 
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Loan Default Event to take immediate possession of the Collateral and to exercise its rights and remedies 
with respect thereto. 

THE COLLATERAL ASSIGNMENT 
 

The following is a summary of certain provisions of the Collateral Assignment.  THE 
SUMMARY DOES NOT PURPORT TO BE COMPLETE OR DEFINITIVE AND IT IS QUALIFIED 
IN ITS ENTIRETY BY REFERENCE TO THE COLLATERAL ASSIGNMENT, A COPY OF WHICH 
IS ON FILE WITH THE TRUSTEE. 

Under the Collateral Assignment, the Borrower will collaterally assign, transfer and set over unto 
the Trustee, and grant to the Trustee a continuing first-priority security interest in all right, title, interest 
and claim of the Borrower in, the following: 

(a) all contracts and agreements of any nature relating to the Project pertaining to the 
acquisition, development, construction, design, architecture, engineering management, 
maintenance, leasing, use or operation of the Project, including, without limitation, the Standard 
Form of Agreement between Owner and Construction Manager, between the Company and 
NorrisLeal, PLLC, whether now existing or hereafter entered into, and in, to or under any and all 
amendments, supplements and additions thereto, other than the Loan Agreement, the Note, the 
Indenture, the Bonds, the Deed of Trust and those "Omitted Contracts" set forth on Exhibit A 
attached to the Collateral Assignment; 

(b) all transferable permits, licenses and authorizations of any governmental body 
necessary or useful in connection with the construction, operation and use of the Project for its 
intended purposes, whether now existing or hereafter entered into, and in, to or under any and all 
amendments, supplements and additions thereto; 

(c) all plans, reports, designs, and specifications necessary or useful in connection 
with the construction, operation and use of the Project for its intended purposes, whether now 
existing or hereafter entered into, and in, to, or under any and all amendments, supplements and 
additions to the foregoing; 

(d) all claims of the Borrower for breach by any other parties to any of the 
agreements, permits, plans or other items described in subsections (a) through (c) above of any 
covenant, agreement, representation or warranty contained in such documents, all right, title and 
interest of the Borrower in, to, under or pursuant to any and all reserve or escrow accounts, now 
or hereafter established pursuant to any such documents, including, without limitation, the right to 
receive any proceeds of such accounts; and 

(e) all proceeds of any and all of the foregoing (all of the foregoing rights, interests, 
properties and privileges hereby assigned and in which a security interest is hereby granted being 
hereinafter collectively referred to in this subheading as the "Collateral"). 

The assignments and security interest granted and provided for in the Collateral Assignment will 
be made and given to secure and will secure the payment of all amounts due under and the performance 
by the Borrower of all of its obligations related to the Note or that subsequently may be issued pursuant to 
the Loan Agreement, and the payment of all expenses and charges, legal or otherwise, paid or incurred by 
the Trustee in realizing upon or protecting the foregoing indebtedness or any security therefor, including 
the Collateral Assignment. 
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The Borrower will irrevocably constitute and appoint the Trustee its true and lawful attorney in 
fact, such power of attorney coupled with an interest, with full power of substitution for it and in its name, 
place and stead to ask, demand, collect, receive, receipt for, sue for, compound and give acquittance for 
any and all sums, payments and distributions which may be or become due or payable to the Borrower, its 
successors and assigns, under the documents assigned pursuant to the Collateral Assignment or on 
account of the Collateral and/or which constitute a part of the Collateral with full power to settle, adjust or 
compromise any claim thereunder or therefor as fully as the Borrower could itself do and to endorse the 
name of the Borrower on all commercial paper given in payment or part payment of such sums and, in the 
discretion of the Trustee, to cure any default of the Borrower under the documents described in (a) 
through (c) above, to file any claim or to take any other action or proceeding, either in its own name or in 
the name of the Borrower, or otherwise, which the Trustee may deem necessary or reasonably appropriate 
to collect any and all sums, payments and distributions which may be or become due or payable to the 
Borrower under the documents assigned pursuant to the Collateral Assignment and/or in respect or on 
account of the Collateral and/or which constitute a part of the Collateral or which the Trustee may deem 
necessary or reasonably appropriate to protect and preserve the right, title and interest of the Borrower or 
the Trustee in and to the Collateral and the security intended to be afforded thereby; provided, that the 
Trustee will agree that it will not exercise any of the aforesaid rights under this paragraph prior to the 
occurrence of an Event of Default under the Indenture or the Deed of Trust and the expiration of any cure 
period set forth therein. 

 
The Borrower will direct any party at any time holding sums, payments or distributions due the 

Borrower and constituting part of the Collateral to make payments and distributions directly to the 
Trustee, such party will pay all such sums, payments and distributions directly to the Trustee and the 
Borrower will agree that such payments to the Trustee as aforesaid shall be a good receipt and acquittance 
against the Company to the extent so made.  Any party to the documents assigned pursuant to the 
Collateral Assignment will be fully protected in paying sums due in respect of the Collateral directly to 
the Trustee upon its demand therefor. 

 
The Borrower will agree to perform all of its obligations under the documents described in (a) 

through (c) above within the time limitations therein provided for.  In the event the Borrower fails to pay 
or perform any of its obligations under any such document within any applicable period of grace, the 
Trustee may, but need not, pay or perform such obligation at the expense and for the account of the 
Borrower (and the Trustee will send the Borrower a notice of its election to so pay or perform describing 
the obligation of the Borrower which the Trustee intends to perform) and all funds expended for such 
purposes shall constitute so much additional indebtedness secured by the Collateral Assignment which the 
Borrower will promise to pay upon demand together with interest thereon at a rate per annum applicable 
pursuant to the Note. 

 
Upon the occurrence of any Event of Default and unless and until the same is cured, the Trustee 

may (i) exercise all remedies available to it under applicable law, (ii) enforce the rights of the Borrower 
under the documents described in (a) through (c) above, (iii) collect and receive all sums due or to 
become due in respect of the Collateral and apply the same to the indebtedness secured by the Collateral 
Assignment in such order and manner as it may elect, and (iv) have all the rights and remedies of a 
secured party upon default as provided for in the Uniform Commercial Code of Texas.  Any requirement 
of said Code for reasonable notice will be satisfied if such notice is personally served or mailed (certified 
mail, return receipt requested) to the Borrower at least ten (10) days before the time of the sale, 
disposition or other event or thing giving rise to the requirement for such notice.  The reasonable expenses 
of collecting all sums due or to become due in respect of the Collateral and/or in connection with 
protecting, preserving or realizing upon the rights of the Trustee in and to the Collateral, including, 
without limitation, court costs and reasonable attorneys' fees, shall constitute so much additional 
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indebtedness secured by the Collateral Assignment which the Borrower will promise to pay upon demand 
with interest thereon at the rate per annum applicable pursuant to the Note from the date of expenditure. 
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[Closing Date] 
 
 
 
Mission Economic Development Corporation  
Mission, Texas 
 

$48,000,000  
Water Supply Revenue Bonds 

(Enviro Water Minerals Project) 
Series 2015 (Green Bonds) 

 
Ladies and Gentlemen: 

 
We have served as Bond Counsel in connection with the issuance by the Mission 

Economic Development Corporation (the "Issuer") of its Water Supply Revenue Bonds (Enviro 
Water Minerals Project) Series 2015 (Green Bonds), in the aggregate principal amount of 
$48,000,000 (the "Bonds").  The Bonds have been issued pursuant to the terms of a Trust 
Indenture, dated as of December 1, 2015 (the "Indenture"), between the Issuer and BOKF, 
National Association (the "Trustee").  Unless otherwise defined, each capitalized term used in 
this opinion shall have the meaning given it in the Indenture. 

In connection with our opinion, we have examined the Development Corporation Act, 
Chapter 501, Texas Local Government Code, as amended (the "Act"), certified copies of 
documents relating to the organization of the Issuer and certified copies of proceedings and other 
papers relating to the issuance and sale by the Issuer of the Bonds, including the resolutions 
adopted by the Issuer on June 16, 2015 and October 6, 2015 authorizing the issuance of the 
Bonds on the date hereof and the resolution adopted by the City of Mission, Texas (the "Unit") 
on October 26, 2015 relating to the Unit's approval of the Issuer's issuance of the Bonds (the 
"Unit Resolution").  

The Bonds will be dated the date hereof.  The Bonds are payable solely from the 
revenues, receipts and payments pledged pursuant to the Indenture.  We refer you to the Bonds 
and the Indenture for a description of the purposes for which the Bonds are issued and the 
security therefor.  

As to questions of fact material to our opinion, we have relied upon (a) representations of 
and compliance with covenants by the Issuer contained in the Indenture, (b) certificates of public 
officials furnished to us, and (c) certifications and representations of the Borrower, the Issuer, the 
Unit, the City of El Paso, Texas, the Office of the Governor, the Economic Development 
Tourism Division, the Texas Bond Review Board, and other parties, including, without 
limitation, representations, covenants and certifications as to the use of the proceeds of the 
Bonds, compliance with the arbitrage and rebate requirements, the average reasonably expected 
economic life of the property being financed with the Bonds and other factual matters which are 
relevant to the opinions expressed in paragraph 7, in each case without undertaking any 
independent verification.  We have assumed that all signatures on documents, certificates and 
instruments examined by us are genuine, all documents, certificates and instruments submitted to 
us as originals are authentic and all documents, certificates and instruments submitted to us as 
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copies conform to the originals.  In addition, we have assumed that all documents, certificates 
and instruments relating to this financing have been duly authorized, executed and delivered by 
all parties thereto, and we have further assumed the due organization, existence and powers of 
such other parties. 

Based on the foregoing, we are of the opinion that, under current law: 

1. The Issuer is a validly existing public nonprofit development corporation of the 
State of Texas duly created by the Act and vested with the rights and powers conferred by the 
Act. 

2. The Issuer has all requisite authority and power under the Act to issue the Bonds, 
to enter into and perform its obligations under the Indenture and to apply the proceeds from the 
issuance of the Bonds for the purposes contemplated by the Indenture.  The Unit Resolution was 
duly adopted by the Unit and remains in full force and effect on the date hereof.   

3. The Bonds have been duly authorized, issued and delivered in accordance with 
the Act and the Indenture and, subject to paragraph 6 below, constitute valid, binding and 
enforceable limited obligations of the Issuer, payable as to principal, premium, if any, and 
interest solely from the revenues and receipts pledged to such purpose under the Indenture.  
Neither the State of Texas (the "State"), the Unit, nor any political corporation, subdivision or 
agency of the State is obligated to pay the principal of, premium, if any, or the interest on, the 
Bonds, and neither the faith and credit nor the taxing power of the State, the Unit or any other 
political corporation, subdivision or agency thereof is pledged for such purpose. 

4. The Indenture and the Loan Agreement have been duly authorized, executed and 
delivered by the Issuer and, subject to paragraph 6 below, constitute valid and binding 
agreements of the Issuer enforceable against the Issuer in accordance with their terms. 

5. All of the Issuer's right, title and interest in the Loan Agreement and the Note 
(except for its rights to indemnification, payment of fees and expenses and notice) have been 
assigned to the Trustee and, subject to paragraph 6 below, such assignment constitutes a valid 
and binding assignment by the Issuer, enforceable against the Issuer in accordance with its terms. 

6. The enforceability of the obligations of the Issuer under the Indenture, the Bonds 
and the related Note and the Issuer's assignment of the Note to the Trustee, are subject to the 
provisions of applicable bankruptcy, insolvency, reorganization, moratorium and similar laws, 
now or hereafter in effect, relating to or affecting the enforcement of creditors' rights.  The 
enforceability of such obligations is also subject to usual equitable principles, which may limit 
the specific enforcement of certain remedies but which do not affect the validity of such 
documents.  Certain indemnity provisions may be unenforceable pursuant to court decisions 
invalidating such indemnity agreements on grounds of public policy. 

7. Interest on the Bonds is excludable from gross income for purposes of federal 
income taxation (except during any period while a Bond is held by a “substantial user” of the 
Project or a “related person” within the meaning of Section 147(a) of the Code).  It should be 
noted, however, that interest on the Bonds must be included as a specific item of tax preference 
for purposes of the federal alternative minimum tax on corporations and individuals.  The 
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opinions set forth in this paragraph are subject to compliance by the Issuer and the Borrower 
with all of the requirements of the Code that must be satisfied after the issuance of the Bonds so 
that the interest on them is, or continues to be, excludable from gross income for federal income 
tax purposes.  We express no opinion regarding other federal tax consequences arising with 
respect to the Bonds. 

In providing the opinions set forth in the foregoing paragraph, we are assuming 
continuing compliance with the Covenants (as hereinafter defined) by the Issuer and the 
Borrower.  The Code and the regulations promulgated thereunder contain a number of 
requirements that must be satisfied after the issuance of the Bonds in order for interest on the 
Bonds to be and remain excludable from gross income for purposes of federal income taxation.  
These requirements include, by way of example and not limitation, restrictions on the use, 
expenditure and investment of the proceeds of the Bonds and the use of the property financed or 
refinanced by the Bonds, and the obligation to rebate certain excess earnings on the gross 
proceeds of the Bonds to the United States Department of the Treasury.  Each of the Indenture, 
the Loan Agreement and the Tax Certificate contains covenants (the "Covenants") under which 
the Issuer and the Borrower have agreed to comply with such requirements.  Failure by the Issuer 
or the Borrower to comply with their respective Covenants could cause interest on the Bonds to 
become includable in gross income for federal income tax purposes retroactively to their date of 
issue.  In the event of noncompliance with the Covenants, the available enforcement remedies 
may be limited by applicable provisions of law and, therefore, may not be adequate to prevent 
interest on the Bonds from becoming includable in gross income for federal income tax 
purposes. Compliance by the Issuer with its respective Covenants does not require the Issuer to 
make any financial contribution for which it does not receive funds from the Borrower. 

We have no responsibility to monitor compliance with the Covenants after the date of 
issue of the Bonds. 

Certain requirements and procedures contained, incorporated or referred to in the 
Indenture, including the Covenants, may be changed and certain actions may be taken or omitted 
under the circumstances and subject to the terms and conditions set forth in such document. 

Our services as Bond Counsel have been limited to rendering the foregoing opinions 
based on our review of such legal proceedings as we deem necessary to approve the validity of 
the Bonds and the tax treatment of the interest on the Bonds for federal income tax purposes. We 
have not examined any documents or other information concerning the business or financial 
resources of the Issuer or the Borrower, nor do we express any opinion as to the accuracy or 
completeness of any information with respect to the Issuer or the Borrower that may have been 
relied upon by the purchasers of the Bonds in making their decisions to purchase the Bonds. 

This opinion is given as of the date hereof, and we assume no obligation to revise or 
supplement this opinion to reflect any facts or circumstances that may hereafter come to our 
attention, or any changes in law that may hereafter occur. 

      Very truly yours, 
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APPENDIX E 
 

DTC AND THE BOOK ENTRY ONLY SYSTEM 

The information in this APPENDIX E concerning The Depository Trust Company (“DTC”), New 
York, New York, and DTC’s book entry system has been obtained from DTC and the Issuer takes no 
responsibility for the completeness or accuracy thereof.  The Issuer cannot and does not give any 
assurances that DTC, DTC Participants or Indirect Participants will distribute to the Beneficial Owners 
(a) payments of interest, principal or premium, if any, with respect to the Bonds, (b) certificates 
representing ownership interest in or other confirmation or ownership interest in the Bonds, or (c) 
redemption or other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the 
Bonds, or that they will so do on a timely basis, or that DTC, DTC Participants or DTC Indirect 
Participants will act in the manner described in this Appendix.  The current “Rules” applicable to DTC 
are on file with the Securities and Exchange Commission and the current “Procedures” of DTC to be 
followed in dealing with DTC Participants are on file with DTC. 

Book-Entry System 

DTC will act as securities depository for the Bonds.  The Bonds will be issued as fully-registered 
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may 
be requested by an authorized representative of DTC.  One fully-registered Bond certificate will be issued 
for the Bonds, in the aggregate principal amount of such issue, and will be deposited with the Trustee as 
custodian for DTC. 

DTC, the world’s largest securities depository, is a limited-purpose trust company organized 
under the New York Banking Law, a “banking organization” within the meaning of the New York 
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of 
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions 
of Section 17A of the Securities Exchange Act of 1934, as amended (the “Exchange Act”).  DTC holds 
and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and 
municipal debt issues, and money market instruments from over 100 countries that DTC’s participants 
(“Direct Participants”) deposit with DTC.  DTC also facilitates the post-trade settlement among Direct 
Participants of sales and other securities transactions in deposited securities, through electronic 
computerized book-entry transfers and pledges between Direct Participants’ accounts.  This eliminates the 
need for physical movement of securities certificates.  Direct Participants include both U.S. and non-U.S. 
securities brokers and dealers, banks, trust companies, clearing corporations, and certain other 
organizations.  DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation 
(“DTCC”).  DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed 
Income Clearing Corporation, all of which are registered clearing agencies.  DTCC is owned by the users 
of its regulated subsidiaries.  Access to the DTC system is also available to others such as both U.S. and 
non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear 
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly 
(“Indirect Participants”).  DTC has a Standard & Poor’s rating of AA+.  The DTC Rules applicable to its 
Participants are on file with the Securities and Exchange Commission (“SEC”).  More information about 
DTC can be found at www.dtcc.com. 

Purchases of the Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Bonds on DTC’s records.  The ownership interest of each actual 
purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect 
Participants’ records.  Beneficial Owners will not receive written confirmation from DTC of their 
purchase.  Beneficial Owners are, however, expected to receive written confirmations providing details of 
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the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant 
through which the Beneficial Owner entered into the transaction.  Transfers of ownership interests in the 
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on 
behalf of Beneficial Owners.  Beneficial Owners will not receive certificates representing their ownership 
interests in Bonds, except in the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be 
requested by an authorized representative of DTC.  The deposit of Bonds with DTC and their registration 
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.  
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the 
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be 
the Beneficial Owners.  The Direct and Indirect Participants will remain responsible for keeping account 
of their holdings on behalf of their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct 
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial 
Owners will be governed by arrangements among them, subject to any statutory or regulatory 
requirements as may be in effect from time to time.  Beneficial Owners of Bonds may wish to take certain 
steps to augment transmission to them of notices of significant events with respect to the Bonds, such as 
redemptions, tenders, defaults, and proposed amendments to the Bond documents.  For example, 
Beneficial Owners of Bonds may wish to ascertain that the nominee holding the Bonds for their benefit 
has agreed to obtain and transmit notices to Beneficial Owners.  In the alternative, Beneficial Owners may 
wish to provide their names and addresses to the Trustee and request that copies of notices be provided 
directly to them.  THE ISSUER, THE BORROWER AND THE TRUSTEE WILL NOT HAVE ANY 
RESPONSIBILITY OR OBLIGATION TO SUCH DIRECT AND INDIRECT PARTICIPANTS OR 
THE PERSONS FOR WHOM THEY ACT AS NOMINEES WITH RESPECT TO THE BONDS. 

Redemption notices will be sent to DTC.  If less than all of the Bonds within an issue are being 
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in 
such issue to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to 
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures.  Under its 
usual procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after the record date.  
The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to 
whose accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

Principal, interest payments and redemption proceeds on the Bonds will be made to Cede & Co., 
or such other nominee as may be requested by an authorized representative of DTC.  DTC’s practice is to 
credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information 
from the Issuer or the Trustee, on payable dates in accordance with their respective holdings shown on 
DTC’s records.  Payments by Participants to Beneficial Owners will be governed by standing instructions 
and customary practices, as is the case with securities held for the accounts of customers in bearer form or 
registered in “street name,” and will be the responsibility of such Participant and not of DTC, the Trustee, 
or the Issuer, subject to any statutory or regulatory requirements as may be in effect from time to time.  
Payment of principal, interest and redemption proceeds to Cede & Co. (or such other nominee as may be 
requested by an authorized representative of DTC) is the responsibility of the Issuer or the Trustee, 
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement 
of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants. 
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A Beneficial Owner will give notice to elect to have its Bonds purchased or tendered, through its 
Participant, to the Trustee, and will effect delivery of such Bonds by causing the Direct Participant to 
transfer the Participant’s interest in the Bonds, on DTC’s records, to the Trustee.  The requirement for 
physical delivery of Bonds in connection with an optional tender or a mandatory purchase will be deemed 
satisfied when the ownership rights in the Bonds are transferred by Direct Participants on DTC’s records 
and followed by a book-entry credit of tendered Bonds to the Trustee’s DTC account. 

DTC may discontinue providing its services as securities depository with respect to the Bonds at 
any time by giving reasonable notice to the Issuer or the Trustee.  In addition, the Issuer, at the direction 
of the Borrower, may terminate, upon provision of notice to the Trustee, the services of DTC with respect 
to the Bonds.  Under such circumstances, in the event that a successor securities depository is not 
obtained, Bond certificates are required to be printed and delivered as described in the Indenture. 

THE ISSUER, THE TRUSTEE, THE BORROWER AND THE PLACEMENT AGENTS 
SHALL NOT HAVE ANY RESPONSIBILITY OR OBLIGATION TO ANY DIRECT OR INDIRECT 
PARTICIPANT, ANY BENEFICIAL OWNER OR ANY OTHER PERSON CLAIMING A 
BENEFICIAL OWNERSHIP INTEREST IN THE BONDS UNDER OR THROUGH DTC OR ANY 
DTC PARTICIPANT, OR ANY OTHER PERSON WHICH IS NOT SHOWN ON THE 
REGISTRATION BOOKS OF THE TRUSTEE AS BEING A HOLDER, WITH RESPECT TO THE 
ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY DIRECT OR INDIRECT 
PARTICIPANT; THE PAYMENT BY DTC OR ANY DIRECT OR INDIRECT PARTICIPANT OF 
ANY AMOUNT IN RESPECT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON 
THE BONDS; ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO BE GIVEN TO OWNERS 
UNDER THE INDENTURE; THE SELECTION BY DTC OR ANY DIRECT OR INDIRECT 
PARTICIPANT OF ANY PERSON TO RECEIVE PAYMENT IN THE EVENT OF A PARTIAL 
REDEMPTION OF THE BONDS; ANY CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC 
AS AN OWNER; OR ANY OTHER PROCEDURES OR OBLIGATIONS OF DTC UNDER THE 
BOOK-ENTRY SYSTEM. 

SO LONG AS CEDE & CO. (OR SUCH OTHER NOMINEE AS MAY BE REQUESTED BY 
AN AUTHORIZED REPRESENTATIVE OF DTC) IS THE REGISTERED OWNER OF THE BONDS, 
AS NOMINEE OF DTC, REFERENCES HEREIN TO THE HOLDERS OR OWNERS OR 
REGISTERED HOLDERS OR REGISTERED OWNERS OF THE BONDS MEANS CEDE & CO., AS 
AFORESAID, AND DOES NOT MEAN THE BENEFICIAL OWNERS OF THE BONDS. 

The foregoing description of the procedures and record keeping with respect to beneficial 
ownership interests in the Bonds, payment of principal, interest and other payments on the Bonds to 
Direct and Indirect Participants or Beneficial Owners, confirmation and transfer of beneficial ownership 
interest in such Bonds and other related transactions by and between DTC, the Direct and Indirect 
Participants and the Beneficial Owners is based solely on information provided by DTC.  Accordingly, no 
representations can be made concerning these matters, and neither the Direct nor Indirect Participants nor 
the Beneficial Owners should rely on the foregoing information with respect to such matters, but should 
instead confirm the same with DTC. 
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INVESTOR LETTER 

December 22, 2015 

Mission Economic Development Corporation  
Mission, Texas 
 
BOKF, National Association 
Austin, Texas 

EWM P1, LLC 
Houston, Texas 

Re: $48,000,000 
Mission Economic Development Corporation  

Water Supply Revenue Bonds 
(Enviro Water Minerals Project) 

Series 2015 (Green Bonds) 
 

Ladies and Gentlemen: 

This letter is to provide you with certain representations and agreements with respect to our 
purchase of a portion of the above-referenced bonds (the “Bonds”), dated their date of issuance.  The 
Bonds were issued under and secured in the manner set forth in that certain Trust Indenture, dated as of 
December 1, 2015 (the “Indenture”), between the Mission Economic Development Corporation (the 
“Issuer”) and BOKF, National Association (the “Trustee”).  Capitalized terms used herein and not 
otherwise defined shall have the meaning given such terms in the Indenture.  Each of the funds listed on 
the signature page hereto (each a “Purchaser,” and collectively the “Purchasers,” “undersigned,” “us” 
or “we,” as applicable) hereby represents and warrants to you and agrees with you as follows: 

 1. We understand that the Bonds have not been registered pursuant to the Securities 
Act of 1933, as amended (the “1933 Act”), the securities laws of any state nor has the Indenture 
been qualified pursuant to the Trust Indenture Act of 1939, as amended, in reliance upon certain 
exemptions set forth therein.  We acknowledge that the Bonds (i) are not being registered or 
otherwise qualified for sale under the “blue sky” laws and regulations of any state, (ii) will not be 
listed on any securities exchange, and (iii) will not carry a rating from any rating service. 

 2. We have sufficient knowledge and experience in financial and business matters, 
including purchase and ownership of municipal and other tax-exempt obligations, to be able to 
evaluate the risks and merits of the investment represented by the purchase of the Bonds. 

 3. Each Purchaser is a “qualified institutional buyer” as defined in Rule 144A 
promulgated under the 1933 Act and is able to bear the economic risks of such investment. 

 4. Each Purchaser acknowledges that it has either been supplied with or been given 
access to information, including projected operating results and other financial information, 
regarding EWM P1, LLC (the “Borrower”), to which a reasonable investor would attach 
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significance in making investment decisions, and has had the opportunity to ask questions and 
receive answers from knowledgeable individuals concerning the Borrower, the Bonds and the 
security therefor, so that as a reasonable investor, it has been able to make its decision to purchase 
the Bonds. 

 5. The Bonds are being acquired by the Purchasers for investment for their own 
account and not with a present view toward resale or distribution; provided, however, that each 
Purchaser reserves the right to sell, transfer or redistribute the Bonds in accordance with and 
subject to the Indenture and applicable securities laws. 

 6.  Each Purchaser has authority to purchase the Bonds and to execute this letter and 
any other instruments and documents required to be executed by each Purchaser in connection 
with the purchase of the Bonds.  The undersigned is duly authorized to cause each Purchaser to 
make the certifications, representations and warranties contained herein by execution of this letter 
on behalf of each Purchaser. 

 7.  In purchasing the Bonds, no Purchaser has relied upon any representations or 
opinions of the Issuer or Trustee relating to the legal consequences or other aspects of its 
investment in the Bonds, nor has any Purchaser looked to, nor expected, the Issuer to undertake 
or require any credit investigation or due diligence reviews relating to the Borrower, its financial 
condition or business operations, the Project (including the financing or management thereof), or 
any other matter pertaining to the merits or risks of the transactions contemplated by the Loan 
Agreement and the Indenture, or the adequacy of the funds pledged to the Trustee to secure 
repayment of the Bonds.   

 8.  Each Purchaser understands that neither the State of Texas, the City of Mission, 
Texas (the “Unit”), nor any political subdivision or agency of the State of Texas shall be 
obligated to pay the principal of, premium, if any, or the interest on, the Bonds, and neither the 
faith and credit nor the taxing power of the State of Texas, the Unit, or any other political 
corporation, subdivision or agency thereof is pledged to the payment of the principal of, 
premium, if any, or the interest on, the Bonds.  

  9. Neither the Trustee, Bond Counsel, the Issuer, its members, its governing body, 
or any of its employees, counsel or agents will have any responsibility to any Purchaser for the 
accuracy or completeness of information obtained by a Purchaser from any source regarding the 
Borrower or its financial condition or regarding the Bonds, the provision for payment thereof, or 
the sufficiency of any security therefor. Notwithstanding the foregoing, each Purchaser may rely 
on bond counsel’s final approving opinion, dated as of the date hereof and addressed to the Issuer, 
with respect to the Bonds. No written information has been provided by the Issuer to any 
Purchaser with respect to the Bonds.   Each Purchaser acknowledges that, as between itself and 
all of such parties, such Purchaser has assumed responsibility for obtaining such information and 
making such review as such Purchaser deemed necessary or desirable in connection with its 
decision to purchase the Bonds.  

[Remainder of Page Intentionally Left Blank] 

 



 

 
 

Re: Mission Economic Development Corporation 
Water Supply Revenue Bonds 
(Enviro Water Minerals Project) 
Series 2015 (Green Bonds)  

 

Very truly yours, 

[PURCHASER] 

By: ______________________________________   
Name:   ___________________________________  
Title:     ___________________________________  
 
Address: 
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