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This ordinance authorizes a (4) four month extension from February 1,2003 through May 3 1,2003 of the 
Interim License Agreement with Grey Forest Utilities (GFU), a gas utility owned by the City of Grey 
Forest, to allow GFU to use the City rights-of-way to operate a gas distribution system within the interim 
licensed area and provides that consideration of 3% of gross revenues derived from GFU’s system within 
the interim license area be paid to the City of San Antonio. 

Staff recommends approval of this Ordinance. 

BACKGROUND INFORMATION: 
In 1967, the City of Grey Forest established a natural gas utility system to serve the City of Grey Forest 
and surrounding areas. Grey Forest Utilities (GFU), an agency formed by the City of Grey Forest, 
operates and manages the natural gas distribution system. 

The GFU gas distribution system was originally established outside of the City of San Antonio’s corporate 
City limits, however, as the corporate limits have expanded to the north through annexations, GFU’s 
distribution system was incorporated into the City limits and occupies the City’s public rights-of-way. 
Pursuant to State law and the City Charter, the City has the right to consent to the use of its public xights- 
of-way and receive compensation for that use. Also, based on State law, GFU is not required to obtain the 
City’s consent to utilize the City’s public rights-of-way to construct, operate, and maintain its utility 
system in an annexed area for a period of ten years from the date of annexation. 

As a result of negotiations, an Interim License Agreement was agreed to and approved on May 16,2002 
with the passage of Ordinance No. 95761 by City Council. Following is a summary of the key terms of 
the agreement: 

l Term of the Agreement. The initial term of the interim license agreement was January 1, 2002 
through September 30,2002. 

l Compensation. The City receives 3% of gross revenues derived within the Interim Licensed Area 
@LA). Exclusions to gross revenues include sales to public schools, line extension charges, sales tax 
and bad debt write off. 

l Interim License Area (ILA). Map of ILA included as Exhibit I. License area is subject to change for 
the final license agreement. 

l Construction, Restoration, and Maintenance of Streets. GFU is required to abide by all provisions of 
the City’s Rights-Of-Way Management Ordinance, including the payment of all the required fees and 
insurance requirements. 

l Relocations of Facilities. GFU is required to relocate all its facilities at no cost to the City when 
reasonable and necessary to accommodate street construction and, widening or any other public 
improvement projects of the City. 
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l Audits. At the City’s option, an audit for compliance with any or all of the terms of the Interim 
License Agreement will be performed by a Certified Public Accountant agreed to by both the City 
and GFU. The cost of the audit shall be borne solely by GFU and the scope and timing of the audit 
shall be determined by the City subject to the scope being limited to an audit for compliance with the 
terms of the Interim License Agreement. 

l Confidential and Proprietary Information. The City agreed that it would deal with all information 
marked by GFU as confidential and proprietary in accordance with the Texas Public Information Act 
and City Policy. 

On September 26,2002, City Council passed and approved Ordinance No. 96466, which authorized a (4) 
four month extension through January 3 1,2003 of the Interim License Agreement with GFU. During this 
time, City Staff and representatives of GFU continued to negotiate towards a final license agreement. 
City staff believes that additional progress has been made, and as such, is recommending that the Interim 
License Agreement be extended under the same terms and conditions through May 3 1,2003, an extension 
of (4) four months. 

POLICY ANALYSIS: 
Pursuant to State Law and the City Charter, the City is entitled to receive compensation for the use of its 
public rights-of-way. With the (4) four month extension of the Interim license Agreement, the City will 
continue to be compensated on GFU revenues derived in the interim license area while the final license 
agreement is being negotiated. During this extension, staff will continue to work on resolving all 
outstanding issues and negotiating the terms of the final license agreement. 

CIAL IMPACT: 
For the first nine months of calendar year 2002, GFU paid the City $40,204 under the terms of the Interim 
License Agreement. The estimated compensation to be received during the (4) four month extension 
period is $17,900. 

This item has been coordinated with the Public Works Department and the City Attorney’s Office. 

SuPPIs3FMENTARY COMMENTS . . 
The required ethics disclosure form has been attached as Exhibit Il. 

Ben Gorzell Jr.,CP‘A ’ 
Public Utilities Supervisor/ 

Assistant Director of Finance 
Approved: 
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Grey Forest Utilities 

N/A 
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None. 

a Michigan Professiona 

None. 

See attached list of principab of the Art-n. 
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None. 
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