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Application to Obtain or Amend a Water or Sewer Certificate of Convenience and Necessity (CCN)

Purpose of Application

[CJObtain CONew Water CCN CONew Sewer CCN
X Amend ElWater CCN# (s) CCN 114400
OAmend [JSewer CCNi#(s)

1. Applicant Information

Applicant

Utility name: Rincon Water Supply Corporation

Certificate number: CCN 11440

Street address (City/ST/ZIP/Code): 8896 CR 1458 Taft, TX 78390
Mailing address(City/ST/ZIP/Code): P.O. Drawer 7 Taft, TX 78390
Utility Phone Number and Fax: (361) 528-3969

Contact information

Please provide information about the person(s) to be contacted regarding this application. Indicate if this person is the
owner, operator, engineer, attorney, accountant manager, or other title related to the applicant.

Name: Kenneth Johnson Title: General Manager
Mailing address: P.O. Drawer 7 Taft, TX 78390
Email: ken.rinconwsc@gmail.com Phone and Fax:(361) 528-3969

List all counties in which service is proposed:
San Patricio
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A. Check the appropriate box and provide information regarding the legal status of the applicant:

[J Investor Owned Utility (J Individual O Partnership

] Home or Property Owners Association [ For-profit Corporation

Non-profit, member-owned, member-controlled cooperative corporation
(Water Code Chapter 67, Water Supply or Sewer Service Corporation)

O Municipality (] District (J Other - Please explain:

the applicant is a For-Profit business or corporation, please include the following information:
of the corporation’s “Certification of Account Status” from the Texas State Co
Accounts.

er of Public

ii. The corporation’s charter i r as recorded with the Offi
State:

iii.  Alisting of all stockholders and thej

e Texas Secretary of

list of all affiliated organizations (if any) and explain the affiliate’s business relationship with thé

C. Ifthe applicant is a Texas Water Code (TWC) Chapter 67 water supply or sewer service corporation please provide:
i. A copy of the Articles of Incorporation and By-Laws.
ii.  The corporation’s charter number as recorded with the Office of the Texas Secretary of State.
iii.  Identification of all board members including name, address, title, and telephone number.
iv. A copy of the corporation’s Certificate of Account Status from the Texas Comptroller of Public Accounts.

A. Are there people already living in the proposed area? [ Yes No

If YES, are any currently receiving utility service? Yes CJ No
If YES, from WHOM?

Application to Obtain or Amend a Water or Sewer Certificate of Convenience and Necessity, 9/1/14 (formerly TCEQ form 10362)
Page 3 of 25



B. Demonstrate the Need for Service by providing the following:
Have you received any requests for service in the requested service area?
BYes ONo
If YES, provide the following:  See Attached.

i Describe the service area and circumstances driving the need for service in the requested area. Indicate
the name(s) and address(es) of landowner(s), prospective landowner(s), tenant(s), or resident(s) that
have requested service; and/or

ii. Describe the economic need(s) for service in the requested area (i.e. plat approvals, recent
annexation(s) or annexation request(s), building permits, septic tank permits, hospitals, etc.); and/or

iii.  Discuss in detail the environmental need(s) for service in the requested area (i.e. failing septic tanks in
the requested area, fueling wells, etc.); and/or

iv.  Provide copies of any written application(s) or request(s) for service in the requested area; and/or

v.  Provide copies of any reports and/or market studies demonstrating existing or anticipated growth in the
requested area.
vi.  If none of these items exist or are available, please justify the need for service in the proposed area in
writing.
Note: Failure to demonstrate a need for additional service in the proposed service area may result in the delay and /or
possible denial of the application.

C. Is any portion of the proposed service area inside an incorporated city or district?
O Yes No
If YES, within the corporate limits of:

Provide a copy of any franchise, permit, or consent granted by the city or district. If not available please explain:

D. Is any portion of the proposed service area inside another utility’s CCN area?
O Yes No
If YES, has the current CCN holder agreed to decertify the proposed area?

If NO, are you seeking dual or single certification of the area? Explain why decertification of the area is in the public
interest:

Rincon is seeking single certification of the proposed expansion area.
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3. Map Requirements

Attach the following hard copy maps with each copy of the application:
A. A location map delineating the proposed service area with enough detail to accurately locate the proposed area
within the county.
B. A map showing only the proposed area by:
i. metes and bounds survey certified by a licensed state or register professional land surveyor; or
ii. projectable digital data with metadata (proposed areas should be in a single record and clearly labeled).
Also, a data disk labeled with the applicant’s name must be provided; or
iii. following verifiable natural and man-made landmarks; or
iv.  acopy of recorded plat map with metes and bounds.
C. A written description of the proposed service area.
D. Provide separate and additional maps of the proposed area(s) to show the following:
i.  all facilities, illustrating separately facilities for production, transmission, and distribution of the applicant’s
service(s); and
ii.  any facilities, customers or area currently being served outside the applicant’s certificated area(s).

Note: Failure to provide adequate mapping information may result in the delay or possible denial of your
application.

Digital data submitted in a format other than ArcView shape file or Arc/Info EQO file may result in the delay or inability to
review applicant’s mapping information.

For information on obtaining a CCN base map or questions about sending digital map data, please visit the Water
Utilities section of the PUC website for assistance.

] B C ation O 2 eque g d s B B
A. Please provide the following inforrvation:

i.  alist of public drinking water supp tem(s) or sewer s s) within a 2 mile radius of the proposed
system;

ii.  copies of written requests seeking to obtaia-service each of the public drinking water systems or sewer
systems listed in a. 1 above ord entation that it is not e mically feasible to obtain service from each
entity;

iii.  copies of writt sponses from each system or evidence that they did not r ;.and

iv. forse tilities, documentation showing that you have obtained or applied for a wa ater discharge

rmit.
B ere your requests for service denied? Clves LI No
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iii.  Date of last TCEQ water and/or sewer system inspection(s): ~ 4/23/2014
iv. Attach a copy of the most recent TCEQ water and/or sewer inspection report letter(s).

V. For each system deficiency listed in the TCEQ inspection report letter; attach a brief explanation listing
the actions taken or being taken by the utility to correct the listed deficiencies, including the proposed
completion dates.

B. Provide the following information about the utility’s certified water and/or sewer operators
Name Classes License Number
Kenneth Johnson A - Water WO0007143
Mark Moreno B - Water Distribution |WD0012531
Reynaldo Aguirre C - Water Distribution |WD0011731
Samuel Hawkins C - Water Distribution |WD0013027

- Attach additional sheet(s) if necessary —

C. Using the current number of customers, is any facility component in systems named in #5A above operating at
85% or greater of minimum standard capacity?

O Yes
£ No

Attach a copy of the 85% rule compliance document filed with the TCEQ if the system is operating at 85% or
greater of the TCEQ's minimum standard capacity requirements.

D. In the table below, the number of existing and/or proposed metered and non-metered connections (by size).
The proposed number should reflect the information presented in the business plan or financial documentation
and reflect the number of service requests identified in Question 2.b in the application.

TCEQ Water System TCEQ Sewer System
Connection Existing Proposed Connection Existing Proposed
5/8" or 3/4" meter 1,396 1,396 Residential 0 0
1" meter or larger 22 221 Commercial 0 0
Non-Metered 0 0 Industrial 0 0
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TCEQ Water System TCEQ Sewer System
Other: 0 0 Other: 0 0
Total Water 1,418 1,418| Total Sewer 0 0
E. If this application is for a water CCN only, please explain how sewer service is or will be provided:

The expansion area is located in rural area where OSSF are permitted independently by
San Patricio County.

F. If this application is for a sewer CCN only, please explain how water service is or will be provided:
N/A
G. Effect of Granting a Certificate Amendment.

Explain in detail the effect of granting of a certificate or an amendment, including, but not limited to
regionalization, compliance and economic effects on the following:

i the applicant,
ii. any retail public utility of the same kind already serving the proximate area; and
iii. any landowner(s) in the requested area.

See attached.

H. Do you currently purchase or plan to purchase water or sewer treatment capacity from another source?
i ad No, (skip the rest of this question and go to #6)
il x| Yes, Water

Purchased on a (=] Regular [J Seasonal (J Emergency basis?
Water Source % of Total Treatment
San Patricio Municipal Water District 100.00%
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Water Source % of Total Treatment
0 0.00%
i} 0.00%

iii. [J Yes, Sewer treatment capacity

Purchased on a O Regular ( Seasonal J Emergency basis?
Sewer Source % of Total Treatment
0 0.00%
0 0.00%
0 0.00%
iv. Provide a signed and dated copy of the most current water or sewer treatment capacity purchase

agreement or contract.
I Ability to Provide Adequate Service.

Describe the ability of the applicant to provide adequate service, including meeting the standards of the
commission, taking both of the following items into consideration:

i. the current and projected density; and

ii. the land use of the requested area.
g See attached.

J. Effect on the Land. Explain the effect on the land to be included in the certificated area.

See attached.

A For new water and/or sewer systems and for applicants with existing CCNs who are constructing a hew stand
alome~water and/or sewer system:

i the apptieant must provide an analysis of all necessary costs for constructing, operating, and maintaining
the system, and the~sewurce of that capital (such as a financial statementTor the developing entity) for
which the CCN is requested foratleast the first five year addition, if service has been offered by an
existing retail water service provider as stated.in#7 A., but the applicant has determined that the cost of
service as finally offered renders the-project not economically feasible, the applicant must provide a
comparison analysis of all-ret@ssary costs for acquiring and confinuing to receive service from the
existing system-forthe same period.

ii. Attach projected profit and loss statements, cash flow worksheets, and balance sheets {projested five
year financial plan worksheet is attached) for each of the first five years of operation. Income from rate
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ould correlate to the projected growth in connections, shown on the projected profit
) statement.
iii. Attach a proposed rate schedule or he procedure for determining the rates and fees
and indicate ast change, if applicable. Attach copies of service studies or rate
analysis worksheets.
B. For existing water and/or sewer systems:
i Attach a profit and loss statement and current balance sheet for existing businesses (end of last fiscal
year is acceptable). Describe sources and terms for borrowed capital such as loans, bonds, or notes
(profit and loss and balance sheet worksheets are attached, if needed).
ii. Attach a proposed rate schedule or tariff.

< Note: An existing water and/or sewer system may be required to provide the information in 6.A.i. above during
the technical review phase if necessary for staff to completely evaluate the application

C. Identify any funds you are required to accumulate and restrict by lenders or capital providers.

D. In lieu of the information in #6.A. thru #6.C., you may provide information concerning loan approvals within the
last three (3) years from lending institutions or agencies including the most recent financial audit of the
applicant.

<+ Note: Failure to provide adequate financial information may result in the delay or possible denial of your
application.

notices until you receive written approval from the commission to do so.

B. The commission cannot grant a CCN until proper notice of the application has been given. Commission rules
do not allow a waiver of notice requirements for CCN applicants.

C. It is the applicant’s responsibility to ensure that proper notice is given to all entities that are required to receive
notice.

D. Recommended notice forms for publication, neighboring cities and systems, landowners with 25 acres or more,

and customers are included with this application for use in preparing proposed notices. (Notice forms are
available in Spanish upon request.)

E. After reviewing and, if necessary, modifying the proposed notice, the commission will send the notice to the
applicant after the application is accepted for filing along with instructions for publication and/or mailing.
Please review the notice carefully before providing the notice.
F. Notice For Publication:
The applicant shall publish the notice in a newspaper with general circulation in the county(ies) where a CCN is
being requested. The notice must be published once each week for two consecutive weeks beginning with the
week after the notice is received from the commission. Proof of publication in the form of a publisher’s affidavit
shall be submitted to the commission within 30 days of the last publication date. The affidavit shall state with
specificity each county in which the newspaper is of general circulation.
G. Notice To Neighboring Utilities:
i List all neighboring retail public utilities and cities providing the same utility service within the following
vicinities of the applicant's proposed certificate area.
ii. For applications for the issuance of a NEW CCN, the applicant must mail the notice with a copy of the
proposed CCN map to all cities and neighboring retail public utilities providing the same utility service

within five (5) miles of the requested service area.
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iii. For applications for the AMENDMENT of a CCN, the applicant must mail the notice with a copy of the
proposed CCN map to all cities and neighboring retail public utilities providing the same utility service
within two (2) miles of the requested service area.

H. Notice to Customers:

Investor Owned Utilities (IOUs) that are currently providing service without a CCN must provide individual

mailed notice to all current customers. The notice must contain the current rates, the date those rates were

instituted and any other information required in the application.
. The commission may require the applicant to deliver notice to other affected
persons or agencies.

Do not publish or send copies of the proposed notices to anyone at the time you submit the
application to the commission. Wait until you receive written authorization to do so. Authorization
occurs after the commission has reviewed the notices for completeness, and your application has been
accepted for filing. Once the application is accepted for filing, you will receive written authorization to
provide notice. Please check the notices for accuracy before providing them to the public. It is the
applicant’s burden to ensure that correct and accurate notice is provided.
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OATH
STATE OF Texas
COUNTY OF San Patricio
I, Kenneth Johnson ,being duly sworn,
file this application as General Manager of Rincon W.S.C. (indicate relationship to Applicant,

that is, owner, member of partnership, title as officer of corporation, or other authorized
representative of Applicant); that, in such capacity, I am qualified and authorized to file
and verify such application, am personally familiar with the maps and financial information
filed with this application, and have complied with all the requirements contained in this
application; and, that all such statements made and matters set forth therein are true and
correct. I further state that the application is made in good faith and that this application
does not duplicate any filing presently before the Public Utility Commission of Texas.

I further represent that the application form has not been changed, altered or amended
from its original form.

I further represent that the Applicant will provide continuous and adequate
service to all customers and qualified applicants for service within its certificated
service area.

Kenneth Johnson - General Manager of Rinoon W.S.C.
AFFIANT
(Utility’s Authorized Representative)

If the Affiant to this form is any person other than the sole owner, partner, officer of the
Applicant, or its attorney, a properly verified Power of Attorney must be enclosed.

SUBSCRIBED AND SWORN TO BEFORE ME, a Notary Public in and for the State of Texas,
This day of 20

SEAL NOTARY PUBLIC IN AND FOR THE
STATE OF TEXAS

PRINT OR TYPE NAME OF NOTARY

MY COMMISSION EXPIRES
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Notice for Publication

NOTICE OF APPLICATION FOR CERTIFICATE OF CONVENIENCE AND NECESSITY (CCN) TO
PROVIDE WATER/SEWER UTILITY SERVICE IN

San Patricio COUNTY(IES), TEXAS
Name of Applicant Rincon Water Supply Corporation has filed an application for a
CCN to obtain or amend CCN No. (s) 114400 and to
decertify a portion(s) of wa with the

(Name of Decertified Utility)
Public Utility commission of Texas to provide water
(specify 1) water or 2) sewer or 3) water & sewer)
utility service in  San Patricio County
(ies).

The proposed utility service area is located approximately 8 miles southeast
[direction] of downtown Sinton ,[City or Town] Texas, and is
generally bounded on the north by Copano Bay and Chiltipin Cresk ;on the east by

FM 1060 ;on the south by Nueces Bay ;and on the west by CR2015

See enclosed map of the proposed service area.

The total area being requested includes approximately 123 acres and 0

current customers.
A copy of the proposed service area map is available at (Utility Address and Phone
Number): Rincon W.S.C 83968 CR 1458 Taft, TX 78390

A request for a public hearing must be in writing. You must state (1) your name, mailing
address, and daytime telephone number; (2) the applicant's name, application number or
another recognizable reference to this application; (3) the statement, "I/we request a
public hearing"; (4) a brief description of how you or the persons you represent, would be
adversely affected by the granting of the application for a CCN; and (5) your proposed
adjustment to the application or CCN which would satisfy your concerns and cause you to
withdraw your request for a hearing.
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Persons who wish to intervene or comment should file with the PUC at the
following address:
Filing Clerk
Public Utility Commission of Texas
1701 North Congress Avenue
P.O. Box 13326
Austin, Texas 78711-3326

within thirty (30) days from the date of this publication or notice. A public hearing will be
held only if a legally sufficient hearing request is received or if the commission on its own
motion requests a hearing. Only those individuals who submit a written hearing request
or a written request to be notified if a hearing is set will receive notice if a hearing is
scheduled.

If a public hearing is requested, the commission will not issue the CCN and will
forward the application to the State Office of Administrative Hearings (SOAH) for a
hearing. If no settlement is reached and an evidentiary hearing is held, the SOAH
will submit a recommendation to the commission for final decision. If an
evidentiary hearing is held, it will be a legal proceeding similar to a civil trial in
state district court.

If you are a landowner with a tract of land at least 25 acres or more, that is
partially or wholly located within the proposed area, you may request to be
excluded from the proposed area (or “opt out”) by providing written notice to the
commission within (30) days from the date that notice was provided by the
applicant. All requests to opt out of the requested service area must include a
scaled, general location map and a metes and bounds description of the tract of
land.

Persons who meet the requirements to opt out, and wish to request this
option should file the required documents with the:

Filing Clerk
Public Utility Commission of Texas
1701 North Congress Avenue
P.O. Box 13326
Austin, Texas 78711-3326

A copy of the request to opt out of the proposed area must also be sent to the
applicant. Staff may request additional information regarding your request.

Si desea informacion en Espanol, puede llamar al 1-888-782-8477
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Notice to Neighboring Systems, Landowners and Cities

NOTICE OF APPLICATION FOR CERTIFICATE OF CONVENIENCE AND NECESSITY (CCN) TO
PROVIDE WATER/SEWER UTILITY SERVICE IN
San Patricio COUNTY(IES), TEXAS

To: Date Notice Mailed 20

(Neighboring System, Landowner or City)

(Address)
City State Zip
Name of Applicant Rincon W.S.C. has filed an application for a
CCN to obtain or amend CCN No. (s) 114400 and to
decertify a portion(s) of wa with the
(Name of Decertified Utility)
Public Utility Commission of Texas to provide water
(specify 1) water or 2) sewer or 3) water & sewer)
utility service in  San Patricio County(ies).

The proposed utility service area is located approximately 8 miles southeast

[direction] of downtown Sinton ,[City or Town] Texas, and is
generally bounded on the north by Copano Bay and Chiltipin Creek ;on the east by
FM 1069 ;on the south by Nueces Bay ;and on the west by CR2015

See enclosed map of the proposed service area.

The total area being requested includes approximately 123 acresand o0

current customers.

A request for a public hearing must be in writing. You must state (1) your name, mailing
address, and daytime telephone number; (2) the applicant's name, application number or
another recognizable reference to this application; (3) the statement, "I/we request a
public hearing"; (4) a brief description of how you or the persons you represent, would be
adversely affected by the granting of the application for a CCN; and (5) your proposed
adjustment to the application or CCN which would satisfy your concerns and cause you to
withdraw your request for a hearing.
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Persons who wish to intervene or comment should write the:
Filing Clerk
Public Utility Commission of Texas
1701 North Congress Avenue
P.O. Box 13326
Austin, Texas 78711-3326

within thirty (30) days from the date of this publication or notice. A public hearing
will be held only if a legally sufficient hearing request is received or if the
commission on its own motion requests a hearing. Only those individuals who
submit a written hearing request or a written request to be notified if a hearing is
set will receive notice if a hearing is scheduled.

If a public hearing is requested, the commission will not issue the CCN and will
forward the application to the State Office of Administrative Hearings (SOAH) for a
hearing. If no settlement is reached and an evidentiary hearing is held, the SOAH
will submit a recommendation to the commission for final decision. If an
evidentiary hearing is held, it will be a legal proceeding similar to a civil trial in
state district court.

If you are a landowner with a tract of land at least 25 acres or more, that is
partially or wholly located within the proposed area, you may request to be
excluded from the proposed area (or “opt out”) by providing written notice to the
commission within (30) days from the date that notice was provided by the
applicant. All requests to opt out of the requested service area must include a
scaled, general location map and a metes and bounds description of the tract of
land.

Persons who meet the requirements to opt out, and wish to request this
option should file the required documents with the:
Filing Clerk
Public Utility Commission of Texas
1701 North Congress Avenue
P.O. Box 13326
Austin, Texas 78711-3326

A copy of the request to opt out of the proposed area must also be sent to the
applicant. Staff may request additional information regarding your request.

Si desea informacion en Espanol, puede llamar al 1-888-782-8477
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San Patricio

Notice to Customers of IOUs in Proposed Area

Dear Customer:

Date Notice Mailed

Name of Applicant Rincon W.S.C.

NOTICE OF APPLICATION FOR CERTIFICATE OF CONVENIENCE AND NECESSITY (CCN) TO
PROVIDE WATER/SEWER UTILITY SERVICE IN
COUNTY(IES), TEXAS

20

has filed an application for a

decertify a portion(s) of

utility service in

CCN to obtain or amend CCN No. (s)

114400

n/a

(Name of Decertified Utility)

Public Utility commission of Texas to provide

San Patricio

water

and to

with the

(specify 1) water or 2) sewer or 3) water & sewer)

[direction] of downtown

Number):

The proposed utility service area is located approximately 8

Sinton

County(ies).

miles southaast

,[City or Town] Texas.

A copy of the proposed service area map is available at (Utility Address and Phone
Rincon W.S.C. 8898 CR 1458 Taft, TX 78390

onthly Flat Rate of $

Q0900000000000 0000000C0OCKCOCS

Per connection

-OR-
onthly Base Rate Including per 0 gallons
connection for:
5/8" meter $ 3000
1" meter $42.00
11/2" meter $54.00
2" meter $81.00
Other$ 100.00
Gallonage charge of ¢ 5.05 Per 1,000

change application.

0000000000000 OOCGOCGOGFOS

allons above minimum (same for all meters sizes)

The current utility rates which were first effective on February 5

20 15

Miscellaneous Fees
Regulatory Assessment 1%
Tap Fee (Average Actual Cost) $2,404.00
Reconnecting fee: $28.00

- Non Payment ($25.00 max) | $2s.00

- Transfer $ 25.00

- Customer’s request $
Late fee $5.00 or 10%
Returned Check charge $ 30.00
Customer Deposit ($50.00 max) $0.00
Meter test fee

(Actual Cost not Exceed $25.00) | $25.00
Other Fees $

Your utility service rates and fees cannot be changed by this application. If you
are currently paying rates, those rates must remain in effect unchanged. Rates
may only be increased if the utility files and gives notice of a separate rate




A request for a public hearing must be in writing. You must state (1) your name,
mailing address, and daytime telephone number; (2) the applicant's name, application
number or another recognizable reference to this application; (3) the statement, "I/we
request a public hearing"; (4) a brief description of how you or the persons you represent,
would be adversely affected by the granting of the application for a CCN; and (5) your
proposed adjustment to the application or CCN which would satisfy your concerns and
cause you to withdraw your request for a hearing.

Persons who wish to intervene or comment should write the:

Filing Clerk
Public Utility Commission of Texas
1701 North Congress Avenue
P.O. Box 13326
Austin, Texas 78711-3326

within thirty (30) days from the date of this publication or notice. A public hearing will be
held only if a legally sufficient hearing request is received or if the commission on its own
motion requests a hearing. Only those individuals who submit a written hearing request
or a written request to be notified if a hearing is set will receive notice if a hearing is
scheduled.

If a public hearing is requested, the Commission will not issue the CCN and will forward
the application to the State Office of Administrative Hearings (SOAH) for a hearing. If no
settlement is reached and an evidentiary hearing is held, the SOAH will submit a
recommendation to the commission for final decision. If an evidentiary hearing is held, it
will be a legal proceeding similar to a civil trial in state district court.

IF A HEARING IS HELD, it is important that you or your representative attend to
present your concerns. Your request serves only to cause a hearing to be held and is not
used during the hearing.

If you are a landowner with a tract of land at least 25 acres or more, and is partially or
wholly located within the proposed area, you may request to be excluded from the
proposed area (or “opt out”) by providing written notice to the commission within (30)
days from the date that notice was provided by the applicant. All requests to opt out of
the requested service area must include a scaled, general location map and a metes and
bounds description of the tract of land.

Persons who meet the requirements to opt out, and wish to request this option
should file the required documents with the:

Filing Clerk
Public Utility Commission of Texas
1701 North Congress Avenue
P.O. Box 13326
Austin, Texas 78711-3326
A copy of the request to opt out of the proposed area must also be sent to the applicant.
Staff may request additional information regarding your request.

Si desea informacion en Espanol, puede llamar al 1-888-782-8477



. APPLICATION INFORMATION

C. If the applicant is a Texas Water Code (TWC) Chapter 67 water supply or
sewer service corporation please provide the following:

i) A copy of the Articles of Incorporation and By-Laws.

SEE ATTACHED.

ii) The corporation’s charter number as recorded with the Office of
the Texas Secretary of State.

SEE ATTACHED.

iii) Identification of all board members including name, address, title,
and telephone number.

SEE ATTACHED.

iv) A copy of the corporation’s Certificate of Account Status from the
Texas Comptroller of public accounts.

SEE ATTACHED.



Articles of Incorporation and By-Laws.



Secretary of Btate

CERTIFICATE QOF [NCORFOPATICN
af

RINCAON WATER SUPPLY CORPORATIDN
CHARTER NUM3IER 3806E2

THE UNPEPSTGNEDs AS SECRETARY OF STATE 3F THE STATE OF TEXAS»
HERLAY CERPTIFIES THAT DUFLICATE ORIGINALS OF ARTICLFES NF INCORPCRATION
FAR THE A30VE CORPPORATIONs DULY SIGNED AND VERIFTEDy HAVE BEEN RECFIVED

IN THIS DFFITF ANN ARE FOUND TO CONFORY TU LAW,

ACCOODINGLY THF UNDERSIGNED, AS SUCH SECRETARY OF STATEs AND RY
VIPTUE FF TS APTHORITY VESTEN IN HIM RY LAWs HERERY TSSUES THIS
CE2TIFICATE TF INCCRPORATIUN AND ATTACHES HertTO A DUPLICATE ORIGINAL
OF THE ARTICLES OF INCOPPCRATION,

DATEY  MAY 4, 1976

Secretary of State
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ARTICLES OF INCORPORATION Deputy Director, Corporation Division
RINCON WATER SggPLY CORPORATION
WE, the undersigned natural persons of the age of
twenty-one (21) years or more, at least three of whom are
citizens of the State of Texas, acting as incorporators of
a corporation, do hereby adopt the following Articles of
Incorporation for such Corporation:
ARTICLE 1I.
The name of the Corporation is Rincon Water Supply
Corporation.
ARTICLE II.
The Corporation is a non-profit corporation organized
under Article 1434a of the Revised Civil Statutes of Texas
of 1925, as amended, supplemented by the Texas Non-Profit
Corporation Act, Article 1.01 et seq., as amended, and is
authorized to exercise all powers, privileges and rights con-
ferred on a Corporation by these Acts, and all powers and
rights incidental in carrying out the purposes for which the
Corporation 1is formed, except such as are inconsistent with
the express provisions of these Acts.
ARTICLE II1.
The period of its duration is perpetual.
ARTICLE IV.
The Corporation is formed for the purpose of furnishing
a water supply for general farm use and domestic purposes to
individuals residing in the rural community of Taft, Texas, and
the surrounding rural area. The placés where the business of
the Corporation is to be transacted shall be the Taft Community

in San Patricio County, Texas, and the surrounding rural areas.



ARTICLE V.

The street address of the initial registered office of
the Corporation is 510 Guaranty Bank Plaza, Corpus Christi,
Nueces County, Texas, and the name of its. initial registered

agent at such address is C. M. Henkel, III.
ARTICLE VI.
The number of directors constituting the initial Board
of Directors of the Corporation is seven (7), and the name

and address of the persons who are to serve as the initial

directors are:

E. C. Pustejovsky Rt. 2 Taft, Texas
W. A. Purvis Rt. 2 Taft, Texas
David Wendland Rt. 2 Taft, Texas
C. D. Manuel Rt. 2 Taft, Texas
R. C. Dillon Rt. 2 Taft, Texas
David Schmidt Rt., 2 Taft, Texas
Gordon Porter 216 Sabine Dr. Portland, Texas

ARTICLE VII.

The name and street address of each incorporator is:

E. C. Pustejovsky Rt. 2 Taft, Texas
W. A. Purvis Rt. 2 Taft, Texas
R. C. Dillon Rt. 2 Taft, Texas

Each incorporator shall be a member of the Board of Directors
who are to serve as directors until the first annual meeting of
the members, or until their successors are elected gnd qualified.

ARTICLE VIII.

The Corporation is and shall continue to be a Corporation
without capital stock, and meﬁbership in the Corporation shall
be deemed personal estate and shall be transferable only on the
books of the corporation in such manner as the By-Laws may prescribe.

IN WITNESS WHEREOF, we have hereunder set our hands, this

the 29th day of  April

, 1976.

‘\\‘\\\x
otsd Loy

PustejovsRy
a/ y S ¢




THE STATE OF TEXAS Y
COUNTY OF SAN PATRICIO [}

I, Myra B. Kline , a Notary Public, do

hereby certify that on this 594y day of April y 1976,
personally appeared before me, E. C, Pustejovsky, W. A. Purvis,
and R. C. Dillon, who each being by me first duly sworn, severally
declared that they are the persons who signed the foregoing
document as incorporators, and that the statements theréin

contained are true.

IN WITNESS HEREOF, I have hereunto set my hand and seal

the day and year above written.

v

otagy Public 1n an or
San Patricio County, Texas



Rincon Water Supply Corporation
P.0. Drawer 7
Taft, Texas 78390

BY-LAWS




Rincon Water Supply Corporation Bylaws of Rincon Water Supply
Corporation, having been presented to the Board of Directors of said
Corporation and duly adopted as follows:

Article 1.

The president shall preside at all Members’ and Directors’ meetings. The President may, and upon
demand of one-third (1/3) of the Members, shall call a special meeting of the Members or Directors.
Such special meetings shall be held upon giving the notice required in Article XIl of the By-Laws. The
President shall perform all other duties that usually pertain to the office or are delegated to him by the
Board of Directors.

Article Il.
The Vice-President shall, in case of the absence or disability of the President, perform the duties of the
President.

Article III.

The Secretary-Treasurer shall have the custody of all the monies and securities of the Corporation. The
Secretary-Treasurer shall keep regular books and shall keep minutes of all meetings of Members and
Directors. Alt monies of the Corporation shall be deposited by the Secretary-Treasurer in such
depository as shall be selected by the Directors. Checks must be signed by the Secretary-Treasurer and
the President or Vice President, in the absence of the President. The Secretary-Treasurer shall have
custody of the seal of the Corporation and affix it as directed hereby or by resolution passed by the
Board of Directors or Members. The Board of Directors may appoint an employee as assistant or deputy
secretary to assist the Secretary-Treasurer in all official duties pertaining to the office of Secretary.

The position of the Secretary-Treasurer and other positions entrusted with receipt and disbursement of
funds shall be placed under a fidelity bond in an amount which shall be set from time to time, but not
less than once each year, by the Board of Directors. The fidelity bond coverage amount shall
approximate the total annual debt service requirements for all FmHA loans and be evidenced by a
position fidelity schedule bond as acceptable to the Farmers Home Administration.

Article IV.

Section 4.01  The Board of Directors shall consist of 7 Directors, a majority of which shall constitute a
quorum. Upon issuance of the Charter and annu7ally thereafter in April, the Board of Directors shall
elect a President, a Vice-President and a Secretary-Treasurer. The Directors shall be elected by the
Members at the Members’ regular meeting provided for in Article XI of the By-Laws. The Directors shall
be divided into three (3) classes each class to be as near as equal in number as possible. The terms of
the Directors of the first class to expire at the first annual meeting of the shareholders after their
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election, the terms of the Directors of the second class shall expire at the second annual meeting after
the8ir election and terms of the Directors of the third class shall expire at the third annual meeting after
their election. At each annual meeting after such classification, the number of Directors equal to the
number of the class whose term expires at the time of such meeting shall be elected to hold office until
the third succeeding annual meeting. The Directors shall serve without pay, but may be compensated
for actual expenses by a majority vote of the Directors.

Upon the death or resignation of a Director, a successor shall be elected by a majority of the existing
Directors to serve until the next regular or special Membership meeting at which time the general
Membership shall elect a successor for the remaining balance of the previously vacated term.

Section 4.02  Officers and Directors may be removed from office in the following manner except as
otherwise provided in Article V: Any Member, Officer or Director may present charges against a
Director or Officer by filing such charges in writing with the Secretary-Treasurer of the Corporation. If
presented by a Member, the charges must be accompanied by a petition signed by at least ten (10)
percent of the Members of the Corporation. Such removal shall be voted on at the next regular or
special meeting of the Membership and shall be effective if approved by a vote of 2/3 majority of those
voting if a quorum is present. The Director(s) or Officer(s) against whom such charges have been
presented shall be informed in writing, of such charges at least twenty days prior to the meeting, and
shall have the opportunity at such meeting to be heard in person or by counsel and to present
witnesses; and the person or person’s presenting such charges shall have the same opportunity. If the
removal of a Director(s) is approved, such action shall also vacate any other office(s) held by the
removed Director(s) in the Corporation. A vacancy in the Board thus creates shall immediately be filled
by a qualified person other than the removed Director upon a vote of a majority of the Members
present and voting at such meeting. A vacancy in any office this created shall be filled by the Board of
Directors from among their number so constituted after the vacancy in the Board has been filled.

Section 4.03  The President of the Board or his designee shall preside at any meeting of the Members
convened to consider removal of an Officer or Director as provided under Section 2, unless the President
is subject of charges, in which event the Vice-President shall preside. In the event both the President
and the Vice-President are the subject of charges, those Directors who are not the subject of any
charges shall appoint one of their numbers to preside over the meeting. Any meeting convened to
consider the removal of an Officer or Director shall be conducted in accord with the procedures
prescribed by the Credentials committee established under the provisi8ons of Article XI. The fact that
President, Vice-President, or any other Officer or Director have been made the subject of charges does
not otherwise prevent such Officer from continuing to act in his capacity as an Office or Director of the
Corporation. Any Director that has been removed under the provisions of this Article shall not be
precluded from subsequent election to a position on the Board of Directors.




Section 4.04 The Board of Directors shall adopt and maintain a conflict of interest policy designed to
promote the business of the Corporation and serve the interest of the Membership.

Article V.

Section 5.01  Regular meetings of the Board of Directors shall be held at such time and place as the
Board may determine at the next regular meeting. No further notice to the Directors of such required
meetings shall be required, and each Director shall be responsible for attendance of said regular
meetings without further notice.

Section 5.02  Any Director failing to attend two (2) consecutive regular meetings shall be given
written notice by the balance of the Board of Directors that failure by said Director to attend a third
consecutive monthly meeting, without justifiable cause acceptable to the balance of the Board of
Directors, shall give rise to removal of said Director from the Board. A successor shall be elected by a
majority vote of the Directors remaining to serve until the next regular or special Membership meeting,
at which time the general Membership shall elect a successor for the balance of the term. if the
removal of a Director pursuant to this Section 2 occurs at an annual Membership meeting, then the
successor shall be elected by a majority vote of the Membership in attendance at the meeting.

Section 5.03  The Board of Directors shall provide access for the public, new service applicants or
Members to the regular monthly meetings of the Board of Directors by setting aside a time for hearing
of suggestions, proposals, or grievances. The Board of Directors shall establish reasonable rules for
access to such meetings.

Article VI.

The Corporation shall conduct its business on a non-profit basis, and no dividends shall ever be paid
upon the Memberships of such Corporation. All profits arising from the operation of such business shall
be annually paid out to the persons who have, during the past year, transacted business with the
Corporation, in direct proportion to the amount of business transacted, provided that no such dividends
shall ever be paid while any indebtedness of the Corporation remains unpaid.

Article VIIL.
The Directors of the Corporation shall establish and maintain, so long as the Corporation is indebted to
the Government, in an institution insured by the State or Federal Government, or invested in readily




marketable securities backed by the full faith and credit of the United States of America, a reserve
account separate and apart from the other fund accounts of the Corporation. There shall be deposited
in such fund the sum as required by a total of all loan resolutions executed by the Corporation. Such
deposits shall be made monthly and shall continue until the total amount deposited equals the sum as
required by the executed loan resolutions provided, however that after any withdrawals, such deposits
shall be resumed until the amount accumulated in the fund is restored to the sum as required by the
executed loan resolutions.

Withdraws may be made from this fund only upon prior written approval from Farmers Home
Administration. Approval shall be made only for emergency repairs, obsolescence of equipment,
improvements to facility, and for making up any deficiencies in revenue for loan payments.

The Directors shall invest all sums in this fund not required to be expended within the year in which the
same are deposited in bonds or other evidence of indebtedness of the United States of America, orin
readily marketable securities backed by the full faith and credit of the United States of America.
Securities so purchased shall be deemed at all times to be part of the reserve fund account.

Article VIIL

Section 8.01  Every person (which includes any legal entity) owning or having a legal right to the
control, possession or occupancy of property served or which may reasonably be served by the
Corporation, shall have the right to become a Member of the Corporation upon payment of the
Membership fee hereinafter provided and upon compliance with the Corporation’s conditions of water
service as provided for in its published charges, rates and conditions of service. Membership shall not
be denied because of the applicant’s race, color, creed, citizenship, or national origin. It is the intent of
the Corporation to provide service on a nondiscriminatory basis to all persons desiring service to the
extent that the capabilities of the system will reasonably permit.

Section 8.02 The Membership fee shall be $100.00. Payment of Membership fee or transfer of
Membership shall entitle an applicant to further qualify for one (1) connection to the system or shall
entitle a transferee of Membership to continue to qualify for service to an existing connection to the
system by meeting the conditions for water as provided in the Corporation’s published rates, charges,
and conditions of service. A person may own more than one Membership but each Member shall be
entitled to only one vote regardless of the number of Memberships owned. Membership certificates
shall be in such form as shall be determined by the Board of Directors.

Section 8.03  The Membership fee may be revised by the Board of Directors as the board may
determine to be appropriate. In determining the amount of the Membership fee, however, the Board
shall ensure that the fee is sufficient to establish the potential Member as being legitimately interested
in securing water service from the Corporation for such potential Members’ own needs. Furthermore,
the Board shall determine and administer such fee in a manner or in a mount which does not




unreasonable deny service to financially deprived potential Members. In no event, however, shall the
Membership fee exceed an amount equal to the sum of twelve (12) charges of the Corporation’s
minimum monthly water rate unless previously approved by Farmers Home Administration.

Article IX.

Where necessary for determining those Members entitled to notice of, or those Members, entitled to
vote at any meeting or any adjournment thereof, or where necessary to make a determination of
Members for any other proper purpose, ownership of Memberships shall be deemed to be vested in
those persons who are the record owners of Memberships as evidenced by the Membership transfer
book on the 15* day of the month preceding the month of the date upon which the action requiring
such determination is to be taken. Nothing here shall preclude the holder of a Membership from
mortgaging such Membership, or, upon notification of the Corporation, preclude the holder of such
mortgages from exercising legal rights pursuant to such mortgages upon proper notice of the
Corporation.

Article X.

Section 10.01 in order to insure that business done by the Corporation shall continue within the
capacity of its facilities and to prevent undue financial burden on the Members of the Corporation,
Membership in the Corporation shall be transferred in accordance with the following:

(a) Except as herein provide, Membership in the Corporation shall be deemed personal estate and a
person or entity that owns any stock of, is a Member of, or has some other right of participation
in the Corporation may not sell or transfer that sock, Membership, or other right of participation
to another person or entity except: (1) by will to a transferee who is a person related to the
testator within the second degree by consanguinity; (2) by transfer without compensation to a
transferee who is a person related to the owner of the stock or other interest within the second
degree by consanguinity; or (3) by transfer without compensation or by sale to the Corporation.

(b) Subsection (a) of this section does not apply to a person or entity that transfers the Membership
or other right of participation to another person or entity as part of the conveyance of real
estate from which the Membership or other right of participation arose.

(c) The transfer of stock, a Membership, or another right of participation under this section does
not entitle the transferee to water service unless each condition for water service is met as
provided in the Corporation’s published rates, charges and conditions of service. Water service
provided by the Corporation as a result of stock Membership, or other right of participation may
be conditioned on ownership of the real estate designated to receive serve and from which the
Membership or other right of participation arose.




(d) The Corporation may cancel a person’s or other entity’s stock, Membership, or other right of
participation if the person or other entity fails to meet the conditions for water service
prescribed by the Corporation’s published rates, charges and conditions of service, or fails to
comply with any other condition placed on the receipt of water service under the stock
Membership, or other right of participation authorized under Subjection (c) of this section. The
Corporation may, consistent with the limitations prescribed by Subsection (a) of this section and
as provided in the Corporation’s tariff, reassign canceled stock or a canceled Membership, or
other right of participation to any person or entity that has legal title to the real estate from
which the canceled Membership or other right of participation arose and for which water or
sewer is requested, subject to compliance with the conditions for water service prescribed by
the Corporation’s published rates, charges and conditions of service.

Section 10.02 Notwithstanding anything to the contrary hereinabove provided, the consideration for
the transfer of any Membership in the Corporation from the original Members, their transferees,
pledges, administrators or executors, or other persons, shall never exceed the amount of the original
costs of such Membership. No gain or profit shall ever be realized from the sale or transfer of a
Membership.

Article XI.

Section 11.01 There shall be a regular meeting of the Members annually, in April, to transact all
business that may be properly brought before it. The Secretary-Treasurer shall give at least fifteen (15)
days written notice of such annual meeting to the Membership indicating the time, place and purpose of
such meeting, and shali address and mail the notice to each Member at the address last known to the
Corporation. Failure to hold or call an annual or special meeting in accordance with these By-Laws shall
give each member rights to compel the Board of Directors to properly hold an annual or special meeting
of the Membership. Voting by proxy shall be permitted. Members holding ten percent (10%) of the
votes entitled to be cast represented in person or by proxy, shall constitute a quorum for the transaction
of business.

Section 11.02 Board of Directors shall establish a standing Credentials Committee of three (3)
Members, of which the Secretary-Treasurer shall be the chairperson. This committee shall adopt proper
procedures for conducting an annual or special Membership meeting, adopt a specific proxy form to be
used in conducting an annual or special Membership meeting; adopt procedures for proper notification
of the Membership of such meetings and delivery of the Corporation’s proxy forms to the Membership;
determine, qualify and register the eligible voters for such meeting; validate proxies, determine
presence of quorum for conducting the meeting, design ballots, canvass all votes, and institute proper
recording of the results of such elections.




Article XII.
Special meetings of the Directors may be held upon reasonable notice to each Director, either written or
oral.

Prior to convening any special meeting of the Members, the President shall request in writing that the
Secretary-Treasurer give at least ten (10) days prior notice to the Members. Such notice shall specify
the time, place and purpose of the meeting, and shall be addressed and mailed to each of the Members
at their address last known to the Corporation.

Article XIII.

The business of the Corporation shall be handled under the direction of the Board of Directors by a
manager to be elected by majority vote of the board. The manager shall serve with or without
compensation. The manager, with the approval of the Board of Directors, may employ, with or without
compensation, such supervisory, clerical or other employees as may be required to effectively operate
the business of the Corporation.

Article XIV.

Notwithstanding the ownership of a Membership certificate, all members shall be billed, disconnected,
or reconnected, and otherwise shall receive service in accordance with the written policies of the
Corporation, including the Tariff of the Corporation. in the event a Members should surrender his
Membership certificate properly endorsed to the Secretary-Treasurer of the Corporation, the water
service shall be discontinued and the obligation to pay for water service shall terminate except as for the
minimum charge for the current month and the charge for water used during the current month, and
except as for any prior unpaid amounts due the Corporation. Iin the event Membership is terminated,
canceled, withdrawn, or surrendered, whether voluntarily or involuntarily, the former Member’s rights
and interest in the assets of the Corporation will not be forfeited.

Article XV.

Upon the discontinuance of the Corporation by dissolution or otherwise, all assets of the Corporation
remaining after payment of the indebtedness of the Corporation shall be distributed among the
Members and former Members in direct proportion to the amount of their patronage with the
Corporation insofar as practicable. Any indebtedness due the Corporation by a Member for water
service or otherwise shall be deducted from such Member’s share prior to final distribution. By
application for and acceptance3 of Membership in the Corporation, each Member agrees that, upon the
discontinuance of the Corporation by dissolution or otherwise, all assets of the Corporation transferred
to that Member shall be in turn immediately transferred by the individual Member to a charitable
organization in the State of Texas, selected by a majority of the Members voting, which is organized to
acquire, store, transport, sell, or distribute water for public use and further is qualified for an exemption
authorized by Chapter 11 of the Property Tax Code of the State of Texas, to the state or to an




educational, religious, charitable, or other similar organization that is qualified as a charitable
organization under Section 501C (3) internal Revenue Code of 1954 as amended.

Article XVI1.

The fiscal year of the Corporation shall be January 1 to December 31.

Article XVII.

For so long as the Corporation is indebted for a loan or loans made to it by the United States of America
through the Farmers Home Administration, the Corporation shall insure with a reputable insurance
company such of its properties and in such amounts as is required by the State Director of the Farmers
Home Administration for the State of Texas.

Article XVIIL.

Section 18.01 If at the end of the fiscal year, or in the event of emergency repairs, the Board of
Directors determines the total amount derived from the collection of water charges to be insufficient for
the payment of all costs incident to the operation of the Corporation’s system during the year in which
such charges are collected, the Board shall make and levy an assessment against each Member of the
Corporation as the Board may determine or as may be required by Farmers Home Administration, so
that the sum of such assessments and the amount collected from water and other charges is sufficient
to fully pay all costs of operation, maintenance, replacement and repayment on indebtedness for the
year’s operations, but this provision shall not operate for the benefit of any third party creditor other
than Farmers Home Administration without a favorable vote of the majority of the Members. Any
assessments levied to make up operational deficits in any year shall be levied against Members in
proportion to their patronage with the Corporation.

Section 18.02 in the event a Member should surrender his Membership certificate properly endorsed
to the Secretary-Treasurer of the Corporation, the obligation to pay such assessments shall be limited to
assessments made and levied prior to the date of surrender of the Membership certificate, provided,
however, that this paragraph and the second sentence of Article XIV shall not apply to relieve a Member
of his obligation under special agreements covering Multiple-Membership certificates held by one
Member which may have been required or approved by the Farmers Home Administration.

Article XIX.

The Corporation shail keep correct and complete books and records of account and shall keep minutes
of the proceedings of its Members, Board of Directors, and committees, and shall keep a record of the
name and addresses of its Members entitled to vote at its registered office or principle office in Texas.




Annually, the Board of Directors shall prepare or cause to be prepared a report of the financial activity of
the Corporation for the preceding year including a statement of support, revenue and expenses and
changes in fund balances, a statement of functional expenses, and balance sheets for all funds or such
financial reports as required by Farmers Home Administration. Such report shall be approved by the
Board of Directors.

With prior written request, corporate records, books and annual reports, subject o exceptions provided
by law, shall be available for public inspection and copying by the public or their duly authorized
representatives during normal business hours subject to a reasonable charge for the preparation of
copies.

Article XX.

These By-Laws may be altered, amended, or repealed by a vote of a majority of the Members present at
any regular meeting of the Corporation, or at any special meeting of the Corporation called for that
purpose, except that the Members shall not have the power to change the purpose of the Corporation
so as to decrease its rights and powers under the laws of the State, or to waive any requirements of
bond or other provisions for the safety and security of the property and funds of the Corporation or its
Members, or to deprive any Member of rights and privileges then existing, or so to amend the By-Laws
as to effect a fundamental change in the policies of the Corporation. Notice of any amendment to be
made at a special meeting of the Members must be given at least ten {10) days before such meeting and
must set forth the amendments to be considered. For so long as the Corporation is indebted for a loan
or loans made to it by the United States of America through the Farmers Home Administration, these
By-Laws shall not be altered, amended, or repealed without the prior written consent of the State
Director of the Farmers Home Administration for the State of Texas.

Article XXI.

The seal of the Corporation shall consist of a circle within which shall be inscribed “Rincon Water Supply
Corporation”.

Article XXII.

The Corporation pledges its assets for use in performing the organization’s charitable functions.

Article XXIII.

The above By-Laws and regulations were unanimously adopted by the Membership of the Rincon Water
Supply Corporation, at a meeting in the office on the 21* day of April, A.D. 1992.

Secretary-Treasurer




Corporation’s charter number as recorded with the Office of the Texas
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RINCON WATER SUPPLY CORPORATION

P.O. DRAWER 7 TAFT, TEXAS 78390

(361) 528-3969

PWS ID. NO. 205-0078

BOARD OF DIRECTORS

PO Drawer 7
Taft, TX 78374
361-528-3969

Rincon Water Supply Corporation

www.rinconwater.com

NAME ADDRESS HOME PHONE CELL PHONE WORK PHONE |E-MAIL

Bryan Vogt PO Box 163 Portland, TX 78374 361-364-4360 | 361-877-4423 tricia@gtek.biz

Troy Floerke PO Box 66 Taft, TX 78390 361-528-5041 361-877-5335 ttfarms@gtek.biz

Danny Wendland 5364 CR 1460 Taft, TX 78390 361-528-3248 | 361-850-0776 | 361-528-3297 |dwendland361@gtek.biz
Gary Gene McKinny 9718 CR 3663 Taft, TX 78390 361-528-2853 316-215-5678 361-643-6521 |[ggm@spmwd.net

Paul Pustejovsky

PO Box 185 Taft, TX 78390

361-528-3682

361-222-1992

361-528-4434

poochie_farms@yahoo.com

Andrew Miller

2403 Twin Oaks Dr. Portland, TX 78374

361-643-8123

361-543-5528

amiller483@hotmail.com

Darren Yates

2793 CR 3161 Taft, TX 78390

361-528-9846

361-739-7541

vates@gtek.biz

OFFICERS

Bryan Vogt President

Gary Gene McKinny Vice-President

Troy Floerke Secretary/Treasurer




Copy of the corporation’s Certificate of Account Status from the Texas
Comptroller of public accounts.
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2. LOCATION INFORMATION

B.

Demonstrate the Need for Service by providing the following:

(i) Describe the service area and circumstances driving the need for service
in the requested area. Indicate the name(s) and address(es) of
landowner(s), prospective landowner(s), tenant(s), or resident(s) that
have requested service; and/or

The area is undeveloped property located west of the city of Portland. The current
landowner is requesting the ability to extend water service to his property for the
purpose of residential development. The landowner’s name and address is as follows:

Jim Fay
224 Sutherland
Portland, TX 78374

(i) Describe the economic need(s) for service in the requested area (i.e. plat
approvals, recent annexation(s) or annexation request(s), building
permits, septic tank permits, hospitals, etc.); and/or

There are no economic needs for service in the requested area.

(i) Discuss in detail the environmental need(s) for service in the requested
area (i.e. failing septic tanks in the requested area, fueling wells, etc.);
and/or

There are no environmental needs for service in the requested area.

(i) Provide copies of any written application(s) or request(s) for service in

the requested area; and/or
See attached.

(i) Provide copies of any reports and/or market studies demonstrating

existing or anticipated growth in the requested area.
No market studies have been performed for the requested area.

(i) If none of these items exist or are available, please justify the need for
service in the proposed area in writing.

There is a landowner requesting water service for the residential development of his

property.



3. MAP REQUIREMENTS

A. A location map delineating the proposed service area with enough detail to
accurately locate the proposed area within the county.

SEE ATTACHED.

B. A map showing only the proposed area by:
i. projectable digital data with metadata (proposed areas should be in a
single record and clearly labeled).
ii. Also, a data disk labeled with the applicant’s name must be provided;

SEE ATTACHED.

C. A written description of the proposed service area.

The proposed expansion area is located approximately 13.5 miles southeast of
downtown Sinton, Texas and is generally bounded to the west by CR 3365, the north
by CR 2202, the east by CR 3463 and the south by Nueces Bay. The proposed area
contains approximately 122.71 acres.

D. Provide separate and additional maps of the proposed area(s) to show the following:
I. all facilities, illustrating separately facilities for production,
transmission, and distribution of the applicant’s service(s); and
ii. any facilities, customers or area currently being served outside the
applicant’s certificated area(s).

SEE ATTACHED.
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5. EXISTING SYSTEM INFORMATION

A. Please provide the following information for each water and/or sewer system, attach
additional information sheets if necessary:
iv. Attach a copy of the most recent TCEQ water and/or sewer inspection report
letter(s).

v. For each system deficiency listed in the TCEQ Inspection report letter; attach a
brief explanation listing the actions taken or being taken by the utility to correct
the listed deficiencies, including the proposed completion dates.

SEE ATTACHED.
G. Effect of Granting a Certificate Amendment.

Explain in detail the effect of granting of a certificate or an amendment, including, but
not limited to regionalization, compliance and economic effects on the following:

i. the applicant,
ii.  any retail public utility of the same kind already serving the proximate
area; and
iii. anylandowner(s) in the requested area.

Rincon W.S.C has been approached by the land owner of the expansion area to provide water
service to his property for the purposes of a residential land development. By granting the
CCN expansion, the land in question will have potable water available which will facilitate the
residential development.

H. Do you currently purchase or plan to purchase water or sewer treatment capacity
from another source?

iv.  Provide a signed and dated copy of the most current water or sewer
treatment capacity purchase

SEE ATTACHED.
I. Ability to Provide Adequate Service.

Describe the ability of the applicant to provide adequate service, including meeting the
standards of the commission, taking both of the following items into consideration:

i. the current and projected density; and
ii. theland use of the requested area.

The proposed development will increase the total system demand of Rincon WSC by
approximately 14 connections. This increase will have a minimal effect of the distribution
system. The project density is approximately 1 connection to 8.75 acres. The land use will be
residential.



6. FINANCIAL INFORMATION

B. For existing water and/or sewer systems:

i.  Attach a profit and loss statement and current balance sheet for
existing businesses (end of last fiscal year is acceptable). Describe
sources and terms for borrowed capital such as loans, bonds, or notes
(profit and loss and balance sheet worksheets are attached, if
needed).

ii.  Attach a proposed rate schedule or tariff.

SEE ATTACHED.

C. Identify any funds you are required to accumulate and restrict by lenders or capital
providers.

SEE ATTACHED.

D. In lieu of the information in #6.A. thru #6.C., you may provide information
concerning loan approvals within the last three (3) years from lending institutions or
agencies including the most recent financial audit of the applicant.

SEE ATTACHED.



Rincon Water Supply Corporation

BALANCE SHEET
As of December 31, 2016

Accrual Basis Wednesday, January 11, 2017 08:00 AM GMT-8

TOTAL
ASSETS
Current Assets
Bank Accounts
Checking #1431-Prosperity Bank 92,554.39
Clearing Account 0.00
Customer Change Box 277.63
Frost Bank-Checking#4856 294,152.33
Frost Bank-Membership Fund#3000 113,702.99
Frost Bank-Reserve Fund#2993 205,973.65
Frost Bank-Special Account#2985 5,000.00
MM #3812/Membership Acct 26,792.89
MM #4974/Reserve Funds-Prosperity Bank 46,323.48
Office Patty Cash 200.00
Special Acct #5408-Prosperity Bank 4,069.50
Total Bank Accounts $789,046.86
Accounts Receivable
Accounts Receivable 75,917.35
Total Accounts Receivable $75,917.35
Other Current Assets
Prepaid Expenses
Prepaid Expenses-Auto Insurance 2,287.97
Prepaid Expenses-Building Insurance 1,833.47
Prepaid Expenses-Cell Phone Acct4077 0.00
Prepaid Expenses-CUSI 229.20
Prepaid Expenses-Intuit QuickBooks Online Subscription 143.31
Prepaid Expenses-Office Telephone 0.00
Prepaid Expenses-Pest Control 0.00
Prepaid Expenses-PO Box Rental 56.64
Prepaid Expenses-Professional Insurance 185.72
Prepaid Expenses-Registered Agent Fee 0.00
Prepaid Expenses-SCADA System 0.00
Prepaid Expenses-Trash Service 0.00
Prepaid Expenses-Web Page Maintenance 0.00
Prepaid Expenses-Warkers Compensation Insurance 1,130.53
Total Prepaid Expenses 5,866.84
Resaerve for uncoliected account -14,057.00
Undeposited Funds 0.00
Total Other Current Assets $-8,190.16
Total Current Assets $856,774.05
Fixed Assets
2015 Chevrolet Silverado 32,917.80
Accumulated Depreciation -2,748,701.88
Accumulated Depreciation-Other 0.00

13



TOTAL
Depreciation Water Line 0.00
Res Depreciation Building 0.00
Res Depreciation delivery meter 0.00
Res Depreciation Master Meter 0.00
Res Depreciation Mis Equip 0.00
Res Depreciation Office Equip 0.00
Total Accumulated Depraciation -2,748,701.88
Building 66,630.00
Connection Fee 55,800.00
Delivery Meter 0.00
Field Equipment 0.00
Land 22,045.00
Machinery and equipment 5,669,027.00
Master Meter 0.00
Miscelianeous Equipment 0.00
Office Equipment 15,739.96
Pump for Water Tower 11,200.00
Vehicles 79,478.00
Water System -106,874.00
Water System Upgrade
Jim Fay Development 14,313.01
Love Travel Shop Project 98,203.73
Randy Rachel Project 27,533.40
Total Water System Upgrade 140,050.14
Total Fixed Assets $3,237,312.02
TOTAL ASSETS $4,004,086.07
LIABILITIES AND EQUITY o
Liabilities
Current Liabilities
Accounts Payable
Accounts Payable 134,908.79
Total Accounts Payable $134,908.79
Credit Cards
Commerce Bank Credit Card #7372 0.00
Visa Business Credit Card #2367 0.00
Total Credit Cards $0.00
Other Current Liabilities
Accrued Payable -1,758.76
Accrued Payroll Payable 8,889.61
Current Maturities of Long-term debt 0.00
Payroll Tax Liabilities
Afiac Insurance Payable 301.56
Employee W/H Retirement -762.29
Federal Income Tax W/H Payable 1,361.85
Fica & Medicare Payable 1,822.64
Futa payble 252.00
SUTA-TWC 40.50
Total Payroll Tax Liabiities 3,016.26
TCEQ Liability 0.00
Accrual Basis Wednesday, January 11, 2017 08:00 AM GMT-8 273



Accrual Basis Wednesday, January 11, 2017 08:00 AM GMT-8

TOTAL
TCEQ 2,317.00
Total TCEQ Liability 2,317.00
Total Other Current Liabilities $12,464.42
Total Current Liabilities $147,372.91
Long-Term Liabilities
Frost Bank Loan #9001 123,740.89
Membership Fees 0.00
Membership Dues 142,700.00
Total Membership Fees 142,700.00
NOTES PAYABLE
USDA Note #9112 0.00
Total NOTES PAYABLE 0.00
Prosperity Loan #313391500 0.00
Total Long-Term Liabilities $266,440.89
Total Liabiiities $413,813.80
Equity
Opening Bal Equity 0.00
Perm. Restricted Net Assets 3,505,434.00
Retained Earnings 0.00
Temp. Restricted Net Assets 43,250.00
Unrestricted Net Assets -195,287.25
Net Income 326,875.52
Total Equity $3,680,272.27
TOTAL LIABILITIES AND EQUITY $4,094,086.07

313



Rincon Water Supply Corporation
MONTHLY PROFIT & LOSS BUDGET VS. ACTUALS

December 2016
TOTAL
ACTUAL BUDGET OVER BUDGET % OF BUDGET

INCOME

Assessment Fees - TCEQ 242.00 -242.00

Miscelianeous Income 2,350.70 2,350.70

Monthly Minimum 38,771.04 44,331.00 -5,559.96 87.46 %

Penalties & Fees 5,049.73 2,388.00 2,661.73 211.46 %

Taps and Fees 692.31 2.500.00 -1,807.69 27.69 %

Water Revenue 67,851.04 48,405.00 19,446.04 140.17 %
Total Income $114,714.82 $97,866.00 $16,848.82 117.22%
GROSS PROFIT $114,714.82 $97,866.00 $16,848.82 117.22%
EXPENSES

Bad Debts Expense 49.00 -49.00

Bank Service Charges 65.85 174.00 -108.15 37.84%

Bookkeeping 1,500.00 2,375.00 -875.00 63.16 %

Building M & R 160.06 125.00 35.06 128.05 %

Capital Outlay 2,837.00 -2,837.00

Chemicals 223.00 -223.00

Contract Services 46584 1,678.00 -1,212.16 27.76 %

Depreciation Expense 4,174.00 -4,174.00

Dodge (Red) 59.74 205.00 -145.26 29.14%

Dodge {White) 206.00 -206.00

Dues & Fees 35.83 745.00 -708.17 481%

Engineering 212.00 -212.00

Equipment - Office 219.02 209.00 10.02 104.79 %

EquipmentM & R 423.00 -423.00

Fuel oil etc truck 646.04 1,906.00 -1,259.96 33.80 %

Health Insurance 3,782.39 3,391.00 391.39 111.54 %

Incentives 397.60 1,598.00 -1,200.40 24.88 %

insurance 1,812.60 2,011.00 -198.40 90.13 %

Interest Expense 468.20 468.20

Legal Fees 100.00 391.00 -291.00 25.58 %

Licenses and Permits 226.00 155.00 71.00 145.81 %

Miscellaneous 125.00 -125.00

Office Supplies 36.99 274.00 -237.01 13.50 %

Other Supplies 263.00 -263.00

Postage 675.14 927.00 -251.86 72.83 %

Principal Note Payments 9,348.00 -9,348.00

Printing/Copying 965.59 386.00 579.59 250.15 %

Pump Staton M & R 473.00 -473.00

Retirement Program 1,459.00 -1,459.00

Salaries - Full Time 23,078.42 24,109.00 -1,030.58 95.73 %

Salaries Overtime 793.04 1,112.00 -318.96 71.32 %

SCADA System 250.00 250.00 0.00 100.00 %

Storage Tanks - Inspec & Maint 158.00 -158.00

Accrual Basis Wednesday, January 11, 2017 08:20 AM GMT-8 112



TOTAL
ACTUAL BUDGET OVERBUDGET % OF BUDGET
Subscriptions 314.56 761.00 -446.44 4134 %
Taxes 1,855.79 2,689.00 -733.21 71.68%
Telephone 590.37 637.00 -48.63 92.68 %
Tools 250.00 -250.00
Travel & Training 272.00 -272.00
Utilities 1,289.76 2,011.00 -721.24 64.14 %
Vehicles M & R 597.00 -597.00
Water Meters 2,230.71 443.00 1,787.71 503.55 %
Water System Supplies 7.640.89 2,294.00 5,346.89 333.08 %
Wholesale Water 27,276.95 32,582.00 -5,305.05 83.72 %
Total Expenses $76,937.38 $104,407.00 $ -27,469.62 73.69 %
NET OPERATING INCOME $37,777.44 $ -6,541.00 $44,318.44 -577.55%
OTHER INCOME
interest Income 11.06 43.00 -31.94 25.72%
Total Other Income $11.06 $43.00 $-31.94 25.72%
NET OTHER INCOME $11.06 $43.00 $-31.94 25.72%
NET INCOME $37,788.50 $ -6,498.00 $44,266.50 -581.54 %
Accrual Basis Wednesday, January 11, 2017 08:20 AM GMT-8 2i2



Rincon Water Supply Corporation

YTD PROFIT & LOSS BUDGET VS. ACTUALS
January - December 2016

TOTAL
ACTUAL BUDGET OVER BUDGET % OF BUDGET
INCOME
Assessment Fees - TCEQ 2,904.00 -2,904.00
Miscellaneous Income 83,337.83 83,337.83
Monthly Minimum 470,328.03 531,972.00 -61,643.97 88.41%
Penalties & Fees 33,631.18 28,557.00 5,074.18 117.77 %
Restricted Fund 113,770.00 113,770.00
Taps and Fees 7,887.78 30,000.00 -22,112.22 26.29 %
Water Revenue 591,722.85 580,750.00 10,972.85 101.89 %
Wrong Account Deposit 714.36 714,36
Total iIncome $1,301,32.03 $1,174,183.00 $127,200.03 11083 %
GROSS PROFIT $1,301,392.03 $1,174,183.00 $127,200.03 110.83%
EXPENSES
Bad Debts Expense 500.00 -500.00
Bank Service Charges 820.18 2,000.00 -1,179.82 41.01 %
Bookkeeping 30,060.75 28,500.00 1,560.75 105.48 %
Building M & R 2,325.75 1,500.00 825.75 155.05 %
Capital Outlay 162.84 34,000.00 -33,837.16 0.48%
Chemicals 1.124.34 2,500.00 -1,375.66 44,97 %
Contract Services 12,156.88 19,740.00 -7,683.12 61.59 %
Depreciation Expense 50,000.00 -50,000.00
Dodge (Red) 255.69 2,295.00 -2,039.31 1114 %
Dodge (White) 2,796.04 2,296.00 500.04 121.78 %
Dues & Fees 5.648.10 8.808.00 -3,159.90 64.12%
Engineering 2,500.00 -2,500.00
Equipment - Office 2,206.35 2,200.00 6.35 100.29 %
EquipmentM & R 1,022.86 4,515.00 -3,492.14 22.65 %
Fue! oil etc truck 14,160.56 22,300.00 -8,139.44 63.50 %
Health insurance 41,155.03 40,395.00 760.03 101.88 %
Incentives 21,666.40 19,000.00 2,666.40 114.03 %
Insurance 22,018.86 24,000.00 -1,981.14 NMN75%
Interest Expense 6,187.20 6,187.20
Legal Fees 1,578.00 4,450.00 -2,872.00 35.46 %
Licenses and Permits 743.00 1,277.00 -534.00 58.18%
Miscellaneous 3,027.98 1,500.00 1,527.98 201.87 %
Office Supplies 2414.80 2,925.00 -§10.20 82.56 %
Other Supplies 1,358.68 2,650.00 -1,291.32 51.27 %
Qver/Short Expense 400.00 400.00
Postage 9,235.61 10,530.00 -1,294.39 87.71 %
Principal Note Payments 112,000.00 -112,000.00
Printing/Copying 2,086.36 4,500.00 -2,413.64 46.36 %
Pump Station M & R 3,039.49 5,500.00 -2,460.51 55.26 %
Retirement Program -3,318.53 17,134.00 -20,452.53 -19.37 %
Salaries - Full Time 274,353.09 289,000.00 -14,646.91 94.93 %
Accrual Basis Wednesday, January 11, 2017 08:22 AM GMT-8 12



TOTAL
ACTUAL BUDGET OVER BUDGET % OF BUDGET
Salaries Overtime 7.640.42 13,080.00 -5,439.58 58.41 %
SCADA System 3.000.00 3,000.00 0.00 100.00 %
Storage Tarks - Inspec & Maint 1,500.00 -1,500.00
Subscriptions 1,345.78 9,000.00 -7,654.22 14.95%
Taxes 28,197.30 30,925.00 -2,727.70 91.18%
Telephone 7,131.53 7,600.00 -468.47 93.84 %
Tools 1,440.22 3,000.00 -1,559.78 48.01 %
Travel & Training 3,093.06 3,000.00 93.06 103.10 %
Utilities 18,231.56 24,000.00 -5,768.44 75.96 %
Vehicles M & R 2,116.42 6.636.00 -4,519.58 31.89%
Water Meters 11.325.45 5.250.00 6.075.45 21572 %
Water System Supplies 30,724.93 27,000.00 3,724.93 11380 %
Wholesale Water 401,786.25 390,885.00 10,901.25 102.79 %
Total Expenses $974,719.23 $1,243,391.00 $ -268,671.77 78.39 %
NET OPERATING INCOME $326,672.80 $ -69,208.00 $395,880.80 ~472.02 %
OTHER INCOME
Interest income 202.72 450.00 -247.28 45.05 %
Total Other income $202.72 $450.00 $-247.28 45.05 %
NET OTHER INCOME $202.72 $450.00 $-247.28 45.05 %
NET INCOME $326,875.52 $-68,758.00 $395,633.52 47540 %
o
Accrual Basis Wednesday, January 11, 2017 08:22 AM GMT-8 2/2



Rincon Water Supply Corporation

ALL BANK ACCOUNTS ACTIVITY
December 2016
OATE TRANSACTION TYPE NUM  ADJ  NAME MEMOIDESCRIPTION ACCOUNT SPUT AMQUNT BALANCE
. Chacking #1431 -Prosperty Bank
12/312016 Depost No Agcr Earning Pymt Added to Checking #1431-Prospenty intarast income 3 394
Acco Accr Eaming Pymt Added  Bank
to Account
Toml for Chacking #1431-Prospernty Bank 3.4
Frost Bank-Checking#4856
12/01/2016 Payment No  Vanous Customears Frost Bank-Checking#4856 Accounts Racelvable 62857 82857
12012016 B Payment (Check) 13425 No  Frost Bank 001 6068852 9001 Frost Bank-Checking#4856 Accourts Payable -2,823.73 2,19516
12/01/2016 Check No  FrostBank Misc Fous CASH MGR Frost Bank-Checking#4856 Bank Service Charges Frost -1200 220716
ESSENTIAL FEE Bank Bank Charge
12022016 Payment No  Yanous Customers Frost Bank-Checking#4856 Accounts Recevabie 47100 1,736,168
1210372016 Payment No  Vanous Customers Frost Bank-Checking #4856 Accounts Racevable 11165 182451
12/04/2016 Payment No  Vanous Customars Frost Bank-Checingn4856 Accouns Receivable 452 45 -1,17206
12/05/2016 Payment No  Varous Customars Frost Bank-Chacking#4858 Accounts Recetvable 1.26523 817
12/0672016 Bdl Payment (Check) 13452 No  San Patricio Municipal Water 01.1142.00 Frost Bank-Chaciung#4856 Accounts Payable 1471758 148244
Dist 114200
12/06/2016 Bill Payment {Check) 13453 No  San Patncio Municipal Watet Frost Bank-C QRASE A ms Payable 25000 -14874.41
Distnct
12/06/2016 B4# Paymont (Check} 13448 No  San Patncio Electne Co-op- 1117800 Frost Bank-Checikng#4856 Accounts Payable -21397  -1508838
Acct 7800
12/06/2016 Bl Paymant {Check} 13440 No  Absoiute Waste 1401-001 Frost Bank-Checking#4856 Accounts Payable 8300 1517147
12/06'2016 Bl Payment {Check} 13454 No  Taft Hardware & impons Frost Bank-Checkmng#4856 Accounts Payable -81.46 -15252.93
12/06/2016 B Payment (Check) 13449 No  San Patncio Electnc Co-op- 2008100 Frost Bank-Checkng#4856 Accounts Payabie 526 1525819
Acct 8100
12:06/2016 Bil Paymont (Check)} 13451 No  San Patncio Municipal Water 01-1141-00 Frost Bank-Checking#4856 Accounts Payable 9,876 18  -25,134 38
Dist 114100
12/06/2036 Bl Payment (Check) 13450 No San Patngic Municipal Water 01113800 Frast Bank-Checking#4856 Accounts Payabie 658208 3171648
Orst 113600
12/06/2018 Bil Payment (Check) 13455 No  Texas Commission on 92050078 Frost Bank-Checking#4856 Accounts Payabie -3 46040 3517586
Environmental Quality
12/06:2016 Bill Payment (Chack} 13447 No HD Supply Waterworks Frost Bank-Checking#485¢ Accounts Payabie -2.800.50 -37.976 36
12/06/2016 Bill Payment (Check) 13442 No  AM Bookrooping & Tax Frost Bank-Chocking#4856 Accournis Payabic -1,50000 -39.476.36
Protessionals
$2/06/2016 Bl Payment (Check} 13443 No  Cino Enargy-Acct 4034 11561 4034 Frost Bank-Checking#4856 Accounts Payable 605987 -40.08233
12/06/2016 Bil Payment (Check} 13446 No  Custom Machine Shop RO151 Frost Bank-Chacking#48568 Accounts Payabie <5086 40.133.9
1206872016 Bill Payment (Check) 13445 No  Cirro Energy-Acct 7380 11 556 738-0 Frost Bank-Checking#4856 Accounts Payable 30887 4044206
$2/08/2016 Bill Payment (Chack} 13441 No  Aflac Covee Frost Bank-Checkng#4856 Accounts Payabio 37940 -40,821.46
12062016  Bdl Payment (Chack) 13444 No  Crrro Energy-Acct 4083 11 561 408-3 Frast Bank-Checlung#4856 Accounts Payabie <3149 -40,852.95
12/08/2016  Bill Paymant (Check) 13456 No  Troup True Value 37 Frost Bank-Chacking#4856 Accounts Payable 858 4088153
12/06/2018 Payment No  Vanous Customars Frost Bank-Chacking#4856 Accourts Racewvabie 51049 -40,351.04
12072016 Payment No  Vanoos Customers Frost Bank-Chaciong#4856 Accounts Recewvable 1,791.87 -38559.17
12/07/2016 Paymeont No  Various Customers Frost Bank-Chackng#4856 Accounts Recevable 81892 37,740 25
12/082018 Paymaent No  Various Customers Fros! Bank-Chacking#4856 Accounts Recstvable 58524 -37.18501
120972016 Payment No  Various Customers Frost Bank-Chacking#4858 Accounts Receivable 3090t -36,846.00
1210/2016 Payment No  Vanous Customers Frost Bank-Checking#4856 Accounts Recevable 169.75  -38,686.25
1211172016 Payment No  Vanous Customers Frost Bank-Checking#4856 Accounts Receivabie 21920 -36,487.05
12122016 Paymant Ne  Vanous Customors Frost Bank-Checking#4856 Accounts Recsivable 115926 -3530779
12/13/2018 Paymant No  Varous Customers Frost Bank-Checking#4856 Accounts Racewvabie 155004 3375685
1214/2016 Payman No  Vanous Customers Frost Bank-Checking#4856 Accounts Receivable 17,78247 1587438
121472016 Paymant No  vanous Customers Frost Bank-C g A A b 9504 72 ~8,369.668
1211472016 Payment No  Vanous Customers Frost Bank-Chacking#4856 Accounts Receivable 500876  -1,380%0
1214/2016 Paymaent No  Varous Customers Frost Bank-Chacking#4856 Accounts Receivabie 4,255.87 2895437
12/14/2016 Payment No  Various Customers Frost Bank-Chociing#4856 Accounts Rocaivable 3.870.20 6.765.17
1271472018 Payment No  Vanous Customers Frost Bank-Checking#4856 Accourits Recsivable 2,707.73 8,472.90
12/14/2016 Paymant No  Vanous Customars Frost Bank-Chackng#4856 Accounts Racevabie 2350.16  11,823.06
1211472016 Paymant No  Vanous Customars Frost Bank-Checking#4856 Accourts Recelvable 195696 13.780.02
12/14:2016  Payment No  Vanous Customers Frost Bank-Cl gR4858 A s R R 452 2% 14,232.23
12/14/2016  Payment No  Vanous Customers Frost Bank-Checking #4356 Accounts Recavable 28185 1451400
12142016 Payment No  Vanous Customers Frast Bank-Checking#4856 Accounts Recewvable 264.41 14.770.49
121472016 Paymen No  Vanous Customers Frost Bank-Chacking#4856 Accounts Receivable 5949 1483798
12/14/2016 Paymen No  Vanous Customaers Frost Bank-Chacking#4856 Accounts Receivabla 5757 1489555
12142018 Payment No  Varous Customers Frost Bank-Checling#4856 Accounts Recevable 4450 14,940 14
121472016 Payment No  Vanous Customers Frost Bank-Chacking#4858 Accourts Recaivable 530022 20.240.38
121152016 Payment No  Varous Customers Frost Bank-Chackng#4856 Accounis Receivable £.85707 2709743
12152016 Paymaent No  Vanous Customars Frost Bank-Checking#4856 Accounts Receivable 5575563 326729
12/15/2016 Payment No  Vanous Customers Frost Bank-Checking#4856 Accounts Receivable 407613  36,748.09
12/18/2016 Payment Na  Vanous Customers Frost Bank-Checking#4856 Accounts Recevabie 17071 37919.80
12/16/2016 Check No  Frost Bank Acct Anglysis Fee ANALYSIS  Frost Bank-Checking#4856 Bank Service Charges Frost 5385 37.865.95
CHARGE Bank:Bank Charge
121772016 Payment No  Vanous Customers Frost Bank-Checking #4856 Accounts Receivable 10633 3797234
12/182016 Paymemnt No  Vanous Customers Frost Bank-Checkmge4856 Accounts Recervabie 197.05  38.169.39
12/1972016  Paymentt No  Vanous Customers Frost Bank-Checkmgna856 Accounts Recewable 148578 3985517
122072016 Payment No  Vanous Cusiomers Frost Bank-Chacking#4856 Accourts Receivable 828.57 40,283.74
122012016 Payment No  Vanous Customars Frost Bank-CheckingR4856 Accounts Racevable 150051  41,784.25
12/20/2016 Payment No  Vanous Customers Froet Bank-Checkings4858 Accounts Raceivable 253505 4431930
1212012016 Payment No  Vanous Customars Frost Bank-Checknge4856 Accounts Recervable 2869.24 47,188 54

Actrual Base Wednesday January 11 2017 08 24 AM GMT-8
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DATE TRANSACTION TYPE NUM  ADJ  NAME MEMO/DESCRIPTION ACCOUNT SPUIT AMOUNT BALANCE
121212016 Payment No  Vanous Customers Frost Bank-Checkng#4856 Accounts Receivabie 65513  47841.6/
12/21/2016 Paymant No  Vanous Customers Frost Bank-Checking#4856 Accounts Racetvable 67381 4851548
1202212016 Paymant No  Vanous Customars Frost Bank-Checking®#4856 Accounts Recevabie 32800 4884348
12232016 Paymant No  Vanous Customers Fros! Bank-C G486 L. Receivabl 47226 43,2574
12/24/2016 Paymen No  Vanous Customers Frost Bank-Checking#4856 A R ol 31633 4863207
12/25/2016 Payment No  Various Customers Fros: Bank-Checking#4856 Aocourts Recavabia 70043 50.33250
12/26/2018 Payment No  Vanous Cusiomers Fros: Bank-Checking#4856 Accoums Recervable 1,082.57  §1,385.07
12/27/20186 FPaymaent No  Various Customers Fros! Bank-Ch QRABSE A Receivabl 234832 53.731 38
1212712016 Payrvent Nao  Vanous Customers Frost Bami-Ci GR4856 A Recewvabie 1431988 68,651.27
12/28/2016 B Payment {Check} EFT  No  Cwro Energy-Acct 4034 11 561 403-4 Contrmation Frost Bank-C gHAB56 A Payable -52489 68,126 38

27258339
127282016 B4 Paymeet {Check) EFT  No  Afac Coves Frost Bank-Ch gr4856 A Payabie 37940 6774588
12/26/2016 B Payment (Chack) EFT  No  Cwro Energy-Acct 4083 11 561 408-3 Conhrmation Frost Bank-Checlung#4856 Accounts Payable 3268 87,7149
27258353
1228/2016 B Payment (Chack) EFT  No  Cirro Energy-Acct 7380 11 §58 738-0 Confirmation F1ost Bark-Checking#4856 Accounts Payabis -297.01  §7417.28
27258323
12292016 Paymeont No  Various Cusiomers Frost 8ank-Checking#4856 Accounts Receivable 144085 6895813
1272972016 Payment No  Vanous Customers Frost Bank-Checking#4856 Accounts Recsivable 3842 6889705
12/292016 Payment No  Various Customers Frost Bank-Ch Q4856 A R J 928,61 6982566
12/29/2016 Expense EFT  No  FrostBank Jasus Marinez Acct 0688 Frost Bank-Chacking#4856 -Spiit- -10083  68.725.13
CK#3514 12/61€ got retumad
12/30/2016  Payment No  Vanous Customers Frost Bank-Checking#4856 Accounts Racewvable 201.05 69.926.18
1273072016 B4 Payment (Check) EFT  No  Fronter Commurucatons 361-528-3965-010473-5 Frost Bank-C QR4856 A Payable -24348  69.676 70
Confemation 47140635
127312016 Payment No  Vanous Customers Frost Bank-C ORAB56 A R 6000 69.736 70

Total for Frost Bank-Checking#4858 $00,7%0.70

Frost Bank-Membership Fund#3000
12/30/2016 Deposit No Frost Bank-Membarsh [ 1 289 289

Fund#3000

Total for Frost Bank-Membership Funded0o0 $2.90

MM #3812/Membarship Acct
12/31/2016 Deposn No Accr Eaming Pymt Added o MM 2381 2/Membership Acct interest income 227 2z

Acco Acer Eaming Pymt Added
10 Account

Toual for MM 53012/Membership Acct . s2.27

MM #4974/Reserve Funds-Prosperity Bank
12/31/2016 Deposs No Accr Eaming Pymt Agded 1o MM #4374/Rosarve Funds- imerast income 1.96 1.96

Acco Accr Eaming Pymt Addad  Prospenty Bank
10 Account

Total for MM IM074/Resstve Funds-Prospecity Bank s1e

Special Acct #5408-Prosperdy Bank
12/012016 Check 113  No USPS Special Acct #5408-Prosperty  Postage Monthly Bills -524 62 -524 62

Bank
1212012016 Check 115 No USPS Special Acct ¥5408-Prospanty  Postage Past Dug Notices -129.88 654 50
Bank
12/28/2016 Expense 114 No  Dalia Sanchez County Speciat Acct #5408-Prospenty  -Spit- -226 00 -880 50
Assassor Bank
Total for Special Acct #5408-Prosparity Bank §-880.50
YOTAL $60.007.28
Accouat Bass Wetnosday danuvary 11 2017 08 24 AM GMT-8 F1rd
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ltem sbove conisining "~=" has baen oml due to tul longlh fimitations.

Borrower:  RINCON WATER SUPPLY CORPORATION Lender: FROST BANK

POBOX 7 DOWNTOWN CORPUS CHRIST] FINANCIAL CENTER
TAFT, TX 78390 P.0. BOX 1800
SAN ANTONIO, TX 78298

Principal Amount: $125,000.00 Dau of Note: December 8, 2015

PROMISE YO PAY. RINCONWATERSUPPLVOORPORAT'ON(‘&NMI“)M»:%N¥ BANK ("Lender”), or order, In lawful
money of the United States of Amsrica, the principal amount of One Hundred Twenty4ive aoumoouunmas.ouoo)un
m»mhm‘M.mﬁmwlﬁmthMwmmwmmﬂ interest shall be calouisted
from the dste of sach advancs untll repsyment of esch advance or maturity, whichever ocours first.

PAYMENT. Borrower will pey this icen in sccerdsnce with the following peyment scheduls, which caiculstes interest on the unpeid principel
balances as described in the "INTEREST CALCULATION METHOD" paragraph using the intsrest rates described in this paragraph: 12 monthly
consecutive interest payments, beginning Jenuary 8, 2018, with interest calculated on the unpeid principsi batances Using an Interest rate of
4.424% per snnum based on 3 year of 380 days; §9 monthly consecutive principal and interest payments of §2,329.58 sach. beginning
Jonuary 8, 2017, with inlsrest calculated on the unpaid principe! belances using an interest rate of 4.424% pormnbaudonnyuuﬂ“
days; and one principal snd intereat payment of $2,320.41 on December 8§, 2021, with Interest calculated on the unpeid
mmmmauzmwmwmamuuom mmmmnwmn

payments will be made ensctly as scheduled; the actus! paymant wiit be for ali principsl snd acerusd merest not yet paid, legether with
sny other unpald amounts under this Note. Uniess otherwise agreed or required by applicable iaw, payments will be applisd first to sny unpald

i
|

collaction costs; them to any accrued unpeid intersst; then to principal: and then to any late charges. Borrower will pay Lender st Lenders
address shown sbove or st such other place as Lender may designate in writing.

INTEREST CALCULATION METHOD. (ntersst on this Note is computed on 8 365/380 basls; that is, by applying the ratic of the Interest rate
over s yeur of 360 days, muitiplied by the outstanding principal balance, multiplied by the sctual number of days the principal belence

[ ]
outstanding, uniess such calculstion would result in 2 ustrious rate, in which case interest shall ba calculated on a per dlem besls of a yesr of
SGSotalluyc o8 the case may bs. All interest payable under this Note is computed using this method.

PREPAYMENT, Borower may pey without pensity alt or & portion of the amount owed esrier than it is due. Prepayment In full shati consist of
paymeni of the remsining unpsid principst balance together with all sccrusd and unpaid interest and all other amounts, costs snd expensaes for
which Borrowsr is responsible under this Note or any other agraement with Lender pertaining to this losn, and In no event wilt Barrower ever be
required (o pay any unsamed interest. Emly payments will not, uniess agresd to by Lander in writing, relieve Borrower of Borrowsr’s obligsiion
{o continue o meke paymants under the payment scheduls. Rathsr, sarly payments will reduce the princips! belanos due and msy result in
Borrower's making fewer psyments. Bomower sgroees not 10 send Lender payments masked *pald In (ull*, “withoul recourse®, or similer
fanguage. famwumwd\apaymm.tmmymluwlthoulb-hgwoum«f‘cdohhundnmhﬂoh and Borrower will
mnlnobligat-dwp-ymymnhermlmdmuw« All writtsn communications conceming disputed smounts, including any check or
other paymanl instrument that indicates that the payment constitutes "payment in full® of the amount owed or that Is tendered with other
m%lm:mwummmonmwmmwbomllodcrdd!vmw FROSY BANK, P.O. 80X 1600 SAN

LAYE CHARGE. If a payment is 11 daysamon inte, Borrower will be charged 5.000% of the unpeid portion of tw reguissly schedided
peyant or $250.00, whichever s less.

POST MATURITY RATE. The Post Maturity Rate on his Note is (he lesser of (A) the maximum rate aliowsd by law or (B) 18.000% per
annum based on a year of 360 days. Borrower will pay inlerest on all sums dus sfter final maturily, whaether by acceleration or ctharwise, al
that rate.

DEFAULT, Each of the following shall constilute an event of detault "Event of Dalault"™} under this Note:
Paymant Defauit. Borrower falls (0 make any pasyment whan due under this Nole,

Other Defauits. Borrower fails to comply with or o perform any other term, obligation, covenant or condition contsined in this Nots or In
myolmemmwuutcwmywlmwtopﬂmmm obligation, covensnt or condition contained in any other agresment
between Lender and L1

Defaull in Favor of Third Parties, Borrower or any Grantor defsulls under any loan, extension of credi, security sgreement, purchase or
sales sgreement, or any ather agreemant, in favor of any other credior or person that may materially affect any of Borrowsr's propesty or
Borrowar's sbility (o repay this Nots or perform Borrowar's abligetions under this Note or any of the related documents.

Faise Statements. Any waranty, represeniation or stalement made or furnished 10 Lender by Borrower or on Borowsr's behalf under this
Note or the related dacuments is false or mislsading in any materist respect, sither now or st the ime made or fumishad or becomes feise
of misieading at any time thereafter.

insolvency. The dissolution or termination of Borowsr’s existence as s golng business. the insolvency of Borrower, the sppointment of a
receiver for any part of Borrower's property, any assignment for the banefk of crediiors, my type of creditor workout, or the
conmncomonlolmymdhgmd«anybmkwplcyuhzdvmwhmbyu-g.husow

Creditor or Forfeiture Proceedings. Commencoment of foreciosure or forfeiture proceedings, whether by judicls! procseding, sell-help,
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Wﬂonmmmrmmwmcmolammwwmmmwm colisteral securing the losn.
This includes s gamishment of sny of Borrower’s accounts, including deposit accounts, with Lender. chwulhlsﬁmolnduhm
not apply if there is a good falth disputs by Borrowsr ss to the validity or reasonsblenass of the claim which is the basis of the creditor or
forfelture proceading and |f Borrowsr gives Lender written notice of the creditor or forfellure procsading and deposits with Lender monies or
8 sursty bond for the craditor or forfeliure proceeding. in an amount delermined by Lender, in its sols discretion, ss being an sdequate
reserve or bond for the dispne.

Events Affacting Guarantor. Any of the precading svents occurs with respact to eny guamntior, sndorssr, sursly, or accommodation party
of sny of the indebledness or any guerantor, endoreer, surely, or accommodstion party dies or becomes incompeient, or revokes of
disputes the vaikiity of, .or liabllity under, any gusranty of the indeblsdness evidencsd by this Note.

Change In Ownership. Any change in ownership of twanly-Tive percent (25%) or mors of the common stock of Borower.

Adverse Change. A material sdverse change occurs in Bomower's finencisl condition, or Lender believes the prospect of psyment or
performance of this Nole is impeired. *

insecwrity. Lender in good fakh batlleves tasli insecure.

LENDER'S RIGHTS. Upon default, Lender may declare the sniire indebledness, including Ihe unpaid principsl balencs under this Note, all
sccrued unpeld interest, snd alif other smounts, costs and sxpenses for which Borrower is responsible under this Note or any other agreement
with Lender pertaining lo this loan, immediaisly dus, without notice, and then Borrowsr witl pay that amount.

ATTORNEYS' FEES; EXPENSES. Lender may hire an attorney 10 halp coflect this Note if Borrower does not pay, snd Borrower will psy Lender's
ressonsble atiomaeys' fees. Borrower siso will pay Lender sl other amounts Lender sciually incure ss court costs, lawful fees for Ning,
recording, releasing 10 sny public office sny instrument sscuring this Note: the ressonebis cost sciually expendad for reposssssing, storing,
pupamlo:ulo and seliing any sacurily; snd fees for noting & len on or transfuring & certificats of lite %0 any molor vehicle offerad as
security for this Nole, or premiums or identifiable charges recelved in connection with the sale of suthorized insurance.

GOVERNING LAW. This Note wili be govemed by feders! law applicable to Lender and, to the sxtent not preempted by federal law, the laws of
the State of Texas without regard to its conflicts of law provisiors. This Nole has besn accepted by Lender in the Stats of Texas.

CHOICE OF VENUE. I there ia a lawsull, and If the transaction svidenced Dy this Nols occurmedt in BEXAR County, Borrower agress upon
Lander's requast 1o submit fo the jurisdiction of the courts of BEXAR County, State of Texss.

RIGHT OF SETOFF. To the sxtent parrnitted by appiicable law, Lender reseives & right of sstoff in s Borrower’s scoounts with Lender (whether
chacking, savings, or some other sccount). This includes all accounts Borrawer holds jointly with someons sies and all sccounts Borrower may
open In the future.  However, this does not include any IRA or Keogh acoounts, or any trus! accounts for which setoff would be prohibited by
lasw. Borrower suthorizes Lander, 10 the extent permitted by appliceble taw, o chame or setofl all sums owing on the indebledness sgainst eny
and all such accounts.

UINE OF CREDIT. This Note avidences & straight line of credit. Onoe ths total amount of principal has been sdvenced, Borrower is not enlitied
1o {urther lobn advances. Borrowsr agress 10 be lisble for sll sums aliher: (A) sdvenced in accordance with tha Inatructions.of sn authorized
person or (B) credited Y0 any of Bomower's accounts with Lender. The unpaid principsl belancs owing on this Nols at any lime may be
evidenced by sndorsements on this Note or by Lender's intemal records, including delly computer print-outs.

DISHONORED CHECK CMARGE. In the event s check offered In full or partial psyment on this losn is retumed unpaki, Lender may charge s fes
for the purpose of defraying the expense incident to handling such retumed check, and Borrowsr agrees {0 pay such lss. The fes shall nol
mmwhmmmlpmmm:pﬂabhhw

nmulwommn.mwtopmmmm“mmmmmm mmmmmhor
any other document executed in connection with thia Nole, wmmmmhbmmmmumm.m sistements
In @ format sccepiable to Lender, liats of sesats and Habliities, agings of receivables and peyabies, inveniory schedules. budgeis, forecests, tax
retumas, and other reports with respect to Borrower's of such person's finencial condition and business operstions ss Lander may request from
time to time. This provision shall not atter the obligation to deliver to Lender sny other financist stalements or reports pursuant 10 the terms of
any other loan documants executed in connection with this Nobe.

INSURANCE. Bormrowsr agress (0 maintsin insursnce of such types, including public Habilty insurance, and in such amounts ss are satistactory
to Lander and to fumish Lender upon request with a detafied list, in form snd substance satistactory to Lender, of all insurance then In effect.

FACSIMILE DOCUMENTS AND SIGNATURES: ESIGN; IMAGING OF DOCUMENTS: For purposes of negotisting and finaiizing this document, i

Mdmmhnnmmwmmmmu‘).RMN“MM:HM-&MMM Additionally, the

omammmmm transmitted by way of a facsimile machine shall be considered for all purpoess as an originel signature.

Any such faxed document shall be considered to have the same binding jegal effect s an original document. Mmmdmym.a:,y
5 othar conwnunications

Commoercs Act, any version of the umamu Transactions Act or any other statuta goveming siectronic transactions, uniess otherwise
mwuhm. The parties understand and sgree that (s) Lender's document retention policy mey invoive the electronic

and any other documents executed in connection herewith, snd the destruction of the paper originals, and (b) sach
party walvas any right that it may have to clalm that the imaged coples of this document or any other documents executsd in connsction

WAIVER OF RIGHT TO TRIAL 8Y JURY. THE UNDERSIGNED MEREBY WAIVES TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT TO ENFORCE THIS AGREEMENT, TO COLLECT DAMAGES FOR THE BREACH OF THIS AGREEMENT, OR WHICH
IN ANY OTHER WAY ARISE OQUT OF, ARE CONNECTED TO OR ARE RELATED TO THIS AGREEMENT OR THE SUBJECT MATTER OF THIS
AGREEMENT, ANY SUCH ACTION SHALL BE TRIED 8Y THE JUDGE WITHOUT A JURY,

UMITATION ON ADVANCES. Notwithstanding the paragraph entitied “LINE OF CREDIT® above, Borrower agrees that ithe Lander Is commiited
to fund advances under this Note up to the sum of $125,000.00 in the spgregate through Decamber 8, 2018. Tharaalter, Borrower shell not
gomma wmqmmmmmmwumummMWMmamms

SUCCESSOR INTERESTS. The terms of this Note shal bs binding upon Borrowsr, snd upon Borrowsr's heirs, personal repressniatives,
succassors and assigns. end shall lnure (o the banefit of Lenderand s successors and sssigns
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GENERAL PROVISIONS. NOTICE: Under no choumsiances (snd notwithslanding sny other provisions of this Note) shall the interest charged,
cofected, or contracled for on this Nots exceed the maximum rale pemniited by law. The lerm *meximum rate permitled by law® as used in
this Nole means the gresier o! (s) the maximum rate of inlersst psrmilted under federal or other isw spplicable lo the indebledness evidenced
by this Note, or (b} the higher, ss of the date of this Nots, of the “Weskiy Ceiling” or the "Quarterly Ceiling” as referred 10 In Sections 303.002,
303.003 and 303.006 of the Texss Finance Code. If sny part of this Note cannot be enforcad, this (sct will not atftect the rest of the Nole.
Borrowar doss not agrea or intend to pay, and Lender does nol sgree or intend to coniract for, charge, collect, take, reserve or receive
{colieclively referved 10 herein a3 “charge or coliect®), any amount in the nature of interest or In the nalure of a (ea [or this loan, which would in
any way of event {including demand, prepayment, or accalerstion) csuss Lender to chaige or colliect mors for this losn then the maximum
Lender would be permitied to charge or collect by faders! law or the law of the State of Texss (83 applicable). Any such excess interesi or
unauthorized fee shall, instead of snything stated to the contrary, be sppled first to reduce the prindipst balance of this loan, and whan the
principal hus been paid in full, be refunded to Borrower. The right to accelersie maturity of sums dus under this Note does nat inciude the right
to sccelersta any intersst which has not otherwise accrued on the dste of such socelerstion, ‘snd Lender does not intend to charge or coflect any
uneamed interest in the event of accalerstion. All sums paid or agreed (o be paid to Lender for the use, forbsarsnce or detention of sums due
hersunder shall, to the extent permitted by applicable (aw, be amortized, prorated, aliocated end spread throughout the full tern of the losn
svidenced by this Note unth payment in full 5o that the rats or amount of inlerest on sccount of the loan evidenced hereby does not axceed the
spplicable ueury ceiling. Lender may delay or forgo enforcing any of lis rights or remedies undar this Note without losing them. Borrowar and
any other parson who signs, guarsniess or sndorses this Note, lomcmom aliowed by law, walve pressntment, demand for psyment, notice of
dishonor, noﬂeeovmtonuommommmyolmludm.nndnodaouculmuonolm'manmwolmhmu Upon sny change in the
terms of this Note, snd unioss otherwise expressly stated in writing, no party who signs this Note, whether ss maker, guarsnior,
sccommodation’ maker or endorser, shall be relessad from lisbllity. Al such parties sgres that Lender may rensw or extend {repestedly and for
any length of time) this loan or relsase any party or guaranior or coliateral; or impair, (all to reslize upon or perfeci Lender's security interest in
the collateral without the consent of or notice to snyane, All such parties siso sgres thst Lender may modify this loan without the consent of or
notice to anyons other than the perty with whom the modifcation is made. Ths obligstions under this Nole are joint and several.

PRIOR TO SIGNING THIS NOTE, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE. BORROWER AGREES TO THE
TERMS OF THE NOTE.

BORROWER ACKNOWLEDGES RECEIPT OF A COMPLETED COPY OF THIS PROMISSORY NOTE.
BORROWER: '

By:
WATER SUFPLY CORPORATION

WATER SUPPLY COR’OIAT!ON

oot -
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PROMISSORY NOTE

Referencas In tho boxn sbove are tot Londor'u uu oulz snd do not llmn tho .dpouubmy of !hlu dowmtm Co say p-mculﬂ loan or lwn

Any ltem *2=* hge been omiled due to ext limita
Borrower:  RINCON WATER SUPPLY CORPORATION Lender: FROST BANK
POBOX 7 DOWNTOWN CORPUS CHRISTI FINANCIAL CENTER
TAFT, TX 78390 £.0. BOX 1600
SAN ANTONIO, TX 78298
P ——
Principal Amount: $151,500.00 Dats of Note: December 8, 2018
PROMISE TO PAY. RINCON WATER SUPPLY CORPORATION ("Borrower”) prm\lm to pay to FROST BANK (“Lender™), ar order, In iawiyl
money of the UnRed States of America, the principsl amoumt of One Hundred MWMW&MM“W

{$151,800.00}, 'Rl'" with interest on the unpeid principsi belance from Dscember §, 2015, ceiculated as described in the "INTEREST
CALCULATION M Wmm:-vmmud.‘u%pnrmmcdanayouo'uomwlmw. The interest rats
may change under the tarms and conditiens of the "POST MATURITY RATE® saction.

PAYMENT. Borrower will pay this losn in 80 payments of $2,823.73 sach payment. Borrowsr’s first payment s due Jenusry §, 2018, and ol
subgequent payments sre due on the same day of esch month after that. nmv-mwumuunmmmc.zoao and will
hmmmwammmmm Paymenis include principal and interest. Undess otherwise Woruquh‘w

applicable
sny late charges. Borrowsy will pay Lender at Lender's address ahown above or at such other place

-
INTEREST CALCULATION METHOD. inlerest on this Note is computed on 8 365/380 basis; that Is, by applying the ratio of the interest rate
over s year of 360 roultiplied by the outstanding principel belence, multipiied by the actusi number of days the principsl belance s
outstanding, uniess calculstion would result In & usurious rate, In which case intersst sheil be caiculated on 8 par diem besle of a yeur of
365 or 386 days, as the case may be. All intsrest payable under this Nots ls computad using this method.

PREPAYMENT. Borrower may pey without penaltly all or a portion of the amount owed sardier then it is dues. Prapsyment in full shall consist of

tmklt\gIMrpcymonh. BmumunﬂlomwmeudWlnM|r.‘wuhoutm¢'nrnlmlar
fanguage. If Borrower sends such s payment, Lender mey accept (I without losing any of Lender’s rights under this Note, and Borrower will
remain obligeted to pay any further amount owed to Lander. All written communiestions conceming disputed amounts, including any check or
other payment instrument that indicstes that the paymant constitutes “pasyment in AUl of the amount ewed or that is tsndered with other
mawanumasWMmmumcwmw FROST BANK, P.O. BOX 1800 SAN
NIO, .

LATE CHARGE. If a payment is 11 days or more iste, Borrower will be charged 5.000% of the unpaild partions of the megulerly schedded
poyant or $250.00, whichewer is less.

POST MATUNITY RATE. The Post Maturity Rale on this Nole is the lesser of (A) the maximum rate slowsd by law or (B) 18.000% per
annum besedt on a yesr of 360 days. Borrower wiltl pay intsrest on all sums due sfter final maturity, whether by acosierstion or otherwise, st
that rate.

DEFAULT. Each of the following shall constitute an event of default (*Event of Default™) under this Note:
Payment Default. Borrower faiis to meke sny payment when dus under this Note,

Other Defaults. Borrowsr fails to comply with or ta perform sny other term, obligation, covenant or condition contained in this Note or in
any of the related documents or 1o comply with or lo perform any tenm, obligation, covenant or condition contained in sny other agresmen)
beiween Lender srxd Borrower.

Default in Favor of Third Parties. Bomower or any Granior defsults under sny loan, axtension of credit, security sgreament, purchese or
ssles agreement, or any othar sgreamen, in favor of any othar craditor or person that mey materially sifect any of Borrower'’s property or
ames-bmwmmp.yw.Nmamsm-wmmmmumamomomw

Faise Statemsnts. Any warranty, representstion or stalement mads or fumished 1o Lander by Borrower or on Borrower’s behalf under this
Nots or the reisted documents is faise or misleading in any materisl respect, sither now or at the time made or fumished or bacomes faise
or misleading al any Ume theresfer,

fasolvency. The dissolution or tarminstion of Borrower's sxisisnce ss 8 going business, the insolvency of Borrowsr, the sppointment of &
receiver for any psrt of Bomowsr's property, any sssignment for the benefit of creditors. any type of creditor workout, or the
commencement of any proceeding under sny bankrupicy or insclvency lsws by or agsinst Borrower.

Creditor or Forfelture Procesdings. Commencement of foraciosurs or forfslture proceedings, whether by Judicial proceeding, sell-heip,
repasssssion or any other mathod, by any creditor of Borrower or by sny govemmential agency against any coliatersl securing the loan.
This inciudes a gamishment of eny of Borrower’s acoounts, inciuding deposit accounts, wnhundor However, this Event of Dafsult shall
noupplyumlslooodmmdkpuhmmuwmmv«mdmmmummuuumu
forfeiture proceeding and il Borrower gives Lender written nolice of the craditor or lorfeiture procesding and deposits with Lender monies or
& surely bond for the creditor or forfelture proceeding, in an amount determined by Lender, in its sole discretion, as being an adequate
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reserve or bond for the dispute.

Events Afecting Guarantor. Any of the preceding evenis occurs with respect (o sny gusranior, endorser, sursty, or accommodetion party
of sny of the indeblacdness or any guarenior, endorser, surely, or sccammodstion paity dies of becomes incompetsnt, or revokes or
disputes the velioity of, or labllity under, sny guaranily of the indsbisdness evidenced by this Note.

Change In Ownership. Any chenge in ownership of twanty-five parcent {25%) or more of the common stock of Borrower.

Adverse Changs. A material adverse change oocurs in Borrawer's finenclal condifon, or Lander belleves the prospect of payment or
performence of this Note is impsired.

Insecurity. Lender in good falth belisves ilself insecure,

LENDER'S RIGHTS. Upon default, Lender may deciare the entire indebladness, induding the unpaid principal balance under this Note, alf
accrued unpald interest, and sl other amounts, costs and expenses for which Borrower is responsbis under this Note or sny other agresment
with Lender pertaining (0 this loan, immediately due, without notice, and then Borrower will pay that amount.

ATTORNEYS' FEES; EXPENSES. Lendar mey hira an stiomsy to heip collsct this Note if Borrowsr doss nol pay, and Borrowsr will pay Lender's
reasonable attomeys’ fees. Bomowser also will pay Lender all othar amounis Lender actually incurs as court costs, lawtul fass for filing,
recording, releasing 1o sny public office sny instrument securing this Note; the ressonable cost actually expended for repossassing, stodng,

preparing for ssle, nndullnqcnyucumy.mdhulotnodngllbnm«mmmw\gnuﬂmwodﬂmumymmofmwa
security for this Nots, or premiums or identifisble charges recsivad in connection with the sale of suthorized insurencs.

GOVERNMNG LAW. This Note will be govemed by federsl isw applicable to Lendsr and, to the extent not presmpted by federst law, the laws of
the State of Texas witheut regard to s conflicts of law provigions. This Nots has besn accepted by Lender in the State of Texas.

CHOICE OF VENUE. H there is 2 lewsuRt, and If the transaction evidenced by this Nole cocurred in BEXAR County, Borrower agress upon
Lender's raquest 1o submit to the jurisdiction of the courts of BEXAR County, State of Texas.

RIGHY OF SETOFF. To the sxtent parmittad by applicable law, Lender resarves ¢ right of setoff in all Borrowar's scoounts with Lender (whather
checking, savings, or soms olher acoount). This inciudes all accounts Borrower hoids jointly with somsone sles and all accounts Borrower may
oponlnmomlum However, this doss not include any IRA or Ksogh accounts, or any trust acoounts for which satofl would be prohibited by
mdmmm to the extent permitted by appiicable law, to chergs or soioff all sums owing on the indeblodness sgeinst any
and ol such sccounts.

DISHONORED CHECK CHARGE. in the event a check offered in full or partis! payment on this loan Is retumned unpeid, Lender may cherge s fee
for the purpose of defraying the sxpense incident.to hendling such retumed chack, snd Borrowsr agrees 10 pey such fes. The fee shal not
sxcead the maximum amount permitied under applicable law.

FINANCIAL INFORMATION, mmmtswwmuhmmmmm aigns, gusraniess Or enciorses this Note or
sny other document sxecuted in with this Nots, lo fumish such finencisi information snd statements, induding finencial ststements
in a format scceptable to Lender, mmmmmum,wmmmmmmmwmmumm
relurns, and other reports with respect to Bomowsr's or such person's financial condition and business operations as Lander may request from
time to me. This provision shall not after the cbiigation (o deliver to Lender any other finencial sistements or reports pursuant 1o the tenns of
any other loan documents exacuted in connection with this Note.

INSURANCE. Borrowar agrees t0 maintain insurance of such types, including public llablity insurance, and in such amounts as are satisfaciory
1o Lender and to fumish Lender upon request with a detelied fist, In form and substsnce satisfactory to Lander, of ail insurance then in effect.

FACSIMILE DOCUMENTS AND SIGNATURES; ESIGN; WAGING OF DOCUMENTS: For purposes of negotisiing and finsilzing this document, if
this documant is transmitied by facaimile machine (“fax™), k shall be trssted for all purposes as an original document. Additionally, the

WAIVER OF RIGHT TO TRIAL BY JURY. THE UNDERSIGNED HEREBY WAIVES TRIAL BY JURY IN ANY ACTION, PROCEEDING OR
COUNTERCLAIM BROUGHT TO ENFORCE THIS AGREEMENT, TO COLLECT DAMAGES FOR THE BREACH OF THIS AGREEMENT, OR WHICH

AGREEMENT. ANY SUCH ACTION SHALL BE TRIED BY THE JUDGE WITHOUT A JURY.

SUCCESSOR INTERESTS. The lerms of this Note shal be binding upon Bomower, and upon Borrowol‘u heirs, personst representstives,
successors and assigns, and shall lnure 1o the benefit of Lendar and its successors and assigns.

GENERAL PROVISIONS. NOTICE: Undasr no circumsisnces (snd notwithatanding eny other provisions of this Note) shall the lnteres! charged,
collecled, or contracied for on this Nols sxcead the maximum rate permitied by law. The term *maximum rats permitled by law” ss used in
this Nols means the greater of (s) the maximum rats of interest permitied under federal or other law applicabls o the indebledness svidencad
by this Note, or (b) the higher, 8¢ of the dste of this Note, of the "Weskly Csiling” or the "Quarterly Celling” ss referred 10 in Sections 303.002,
303.003 snd 303.008 of the Taxas Finance Code. If any part of this Nole cannot be enforced. this fact will not affect the rest of the Nole.
Borrower doss not agres or inland to pay, and Lender doss nol agres or intend (o contract for, charge, collect, take, ressrve of recelve
(coliectively refarred to herein as "chargs or callect™), any amount in the nature of interest or in the nalure o! & fee for this losn, which would in
any way or event (incuding demand, prepayment, or accelsration) causs Lander to cherge or collect more for this loan than the
Lender would be permitisd to charge or collect by fadersl law or the law of the Stete of Texss (ss sppiicable). Any such axcess interest or
foe shall, instead o unywngcmodtommw.uwnncbmwmmumm.wmnm
| has been paid in tull, be refunded 10 Borrower. The right to sccelersts maturity of sums due under this Nole dose not inciude the right
scoslerate any interest which has nol ctherwiss accrued on the date of such acceleration, and Lender does nol Inlend to charge or collect-any
inerest in the event of scosieration. ANl sums psid or sgreed to be paid 1o Lender-for the use, forbsarancs or delention of sums due
shall, to the extent permitied by sppiicable taw, be amontized, prorated, sifocated and spread throughout the full term of the foan

5
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evidenced by this Note until payment in full o that the rate-or amount of Interesl on account of the foan ovidencad hereby does not exceed the
applicable uswry csiling. Lender may'dalay or forgo enforcing any of ite rights or remedies under this Note without losing them. Borrower and
sny other pareon who signs, gusraniess or endorses this Note, to the extent stowed by law, waive pressntment, demand for paymant, notice of
dishonor, notice of intent to acoelarate the maturity of thia Nots, and notice of sccslerstion of the maturity of this.Note. Upon any chenge in the
terms of this Note, and uniess otherwise expressly ststed in writing, no party who signs this Nots, whether as maker,
sccommadation maker or sndorser, shall be released from liability. Allsud\pomumomaummnymwoummpmdywlar
any langth of Umae) this loan or relasss any party or guarantor or collaterst; or impalr, fall to resiize upon or perfact Lenders security interest in
the coltsters! without the consent of or notice (0 anyone. All such parties aiso agree that Lender may modify this loan without the consent of or
nolics-to snyone other then the party with whom the modification Is made. The obligations under this Note are joint and several,

PRIOR TO SIGNING THIS NOTE, BORROWER READ AND UNDERSTOOD ALL THE PROVISIONS OF THIS NOTE. BORROWER AGREES TO THE
TERMS OF THE NOTE.

BORROWER ACKNOWLEDGES RECEIPY OF A COMPLETED COPY OF THIS PROMISSORY NOTE.
BORROWER: )

RINCON WATER SUPPLY C

By:
SUPPLY CORPORATION
By:
retaryiTreasurer of NINCON
WATER SUPPLY CORPORATION

Lonnfa Vo, 148 50500 Car Boi NOA Copmates 02, N1D 44 Bgus Rovarnas « TX TRV MR



RINCON WATER SUPPLY CORPORATION

é P.O. DRAWER 7
é TAFT, TEXAS 78390
CCa (361) 528-3969
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PWS ID. NO. 205-0078

May 20, 2014

Ms. Melanie Edwards, Water Section Work Leader
Texas Commission on Environmental Quality
Region 14

6300 Ocean Dr. Unit 5839

Corpus Christi, TX 78412-5839

Re: Response to Notice of Violation for Rincon Water Supply Corporation
Dear Ms. Edwards,

We at Rincon Water Supply Corporation would like to take this opportunity to say thank you for the
courtesy and professionalism displayed by your investigators (Shaunette Gillespie and Blas Rizzo).

In reference to the TCEQ compliance investigation that occurred on March 27, 2014 Rincon Water Supply
Corporation would like to offer the following response to the alleged violations outlined in your letter
dated April 23, 2014.

Track No. 437961

Failure to design overflows in strict accordance with AWWA standards.

As noted by the investigator Rincon Water Supply has two ground storage tanks (one located at Division 1,
one located at Rural East) with overflows that do not terminate at ground level. A request has been
completed and submitted to the TCEQ Technical Review and Oversight Team (copy enclosed) requesting
exception to the rule thus allowing Rincon Water Supply to use portable ladders for the purpose of
inspecting the overflows.

Track No. 532327

Failure to obtain an exception to use disinfectants other than chlorine.

Rincon Water Supply Corporation has engaged the services of James Schwartz, P.E. to complete the
required paperwork for exception to the rule.

Track No. 532328

Failed to provide all pressure tanks with a pressure release device and an easily readable pressure gauge.

A properly functioning pressure release device and an easily readable pressure gauge has been installed on
the pressure tank located at the Division 3 pump station (see enclosed photograph). All other pressure
tanks were properly equipped with operating pressure release devices and easily readable gauges.



Track No. 532329

Failed to provide air injection lines equipped with filters or other devices to prevent compressor lubricants
and other contaminants from entering the pressure tank.

Rincon Water Supply has installed a properly functioning air filter in the compressed air line located at the
Division 1 pump station (see enclosed photograph).

Track No. 432796

Failure to provide a minimum of 0.6 gpm per connection based on the maximum authorized daily purchase
rate specified in the contract, plus the actual production capacity of the system.

During the above mentioned investigation a copy of the current water purchase contract was provided to
the investigator (Shaunette Gillespie). The current contract provides for a purchase rate of 0.6 gallons per
minute as required by TCEQ rule 290.45(f)(4). Therefore, we believe Rincon Water Supply Corporation is
currently in compliance with the rule.

Thank you again for your professionalism and courtesy during the investigation. Should you have questions
or need clarification please feel free to contact me at 361-528-3969 or by e-mail at kirincon@clear.net.

Sincerely,

Kenneth Johnson

General Manager

Rincon Water Supply Corporation
PO Box 7

Taft, TX 78390

361-528-3969
Kijrincon@clear.net




Bryan W. Shaw, Ph.D., P.E., Chairman
Toby Baker, Commissioner

Zak Covar, Commissioner

Richard A. Hyde, P.E., Executive Director

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution
April 23, 2014

FIED L #9171 1 102 022

Mr. Brian Vogt

President

Rincon Water Supply Corporation
P.O. Box 7

Taft, Texas 78390

Re:  Notice of Violation for Comprehensive Compliance Investigation at:
Rincon WSC, 8896 County Road 1458, Taft (San Patricio County), Texas
Regulated Entity No.: 105670913, TCEQ ID No.: 2050078, Investigation No. 1159954

Dear Mr. Vogt:

On March 27, 2014, Shaunette Gillespie and Blas Rizzo of the Texas Commission on
Environmental Quality (TCEQ) Corpus Christi Region Office conducted an investigation of the
above-referenced regulated entity to evaluate compliance with applicable requirements for
public water supply. Enclosed is a summary which lists the investigation findings. During the
investigation, certain outstanding alleged violations were identified for which compliance
documentation is required. Please submit to this office by May 23, 2014 a written description of
corrective action taken and the required documentation demonstrating that compliance has
been achieved for each of the outstanding alleged violations.

In the listing of the alleged violations, we have cited applicable requirements, including TCEQ
rules. Please note that both the rules themselves and the agency brochure entitled Obtaining
TCEQ Rules (GI 032) are located on our agency website at http://www.tceq.state.tx.us for your
reference. If you would like a hard copy of this brochure mailed to you, you may call and request
one from either the Corpus Christi Region Office at (361) 825-3100 or the Central Office
Publications Ordering Team at 512-239-0028.

The TCEQ appreciates your assistance in this matter. Please note that the Legislature has
granted TCEQ enforcement powers which we may exercise to ensure compliance with
environmental regulatory requirements. We anticipate that you will resolve the alleged
violations as required in order to protect the State's environment. If you have additional
information that we are unaware of, you have the opportunity to contest the violations
documented in this notice. Should you choose to do so, you must notify the Corpus Christi

TCEQ Region 14 + NRC Bldg., Ste. 1200 « 6300 Ocean Dr., Unit 5839 + Corpus Christi, Texas 78412-5839 « 361-825-3100 « Fax 361-825-3101

Austin Headquarters: 512-239-1000 + tceq.texas.gov « How is our customer service? tceq.texas.gov/customersurvey



Mr. Brian Vogt
Page 2
April 23, 2014

Region Office within 10 days from the date of this letter. At that time, a manager will schedule a
violation review meeting to be conducted within 21 days from the date of this letter. However,
please be advised that if you decide to participate in the violation review process, the TCEQ may
still require you to adhere to the compliance schedule included in the enclosed Summary of
Investigation Findings until an official decision is made regarding the status of any or all of the
contested violations.

If you or members of your staff have any questions, please feel free to contact Ms. Shaunette
Gillespie in the Corpus Christi Region Office at (361) 825-3100.

Sincerely,
L

Melanie Edwards, Water Section Work Leader
Corpus Christi Region Office
Texas Commission on Environmental Quality

MAE/SDG/mjd

Enclosure:  Summary of Investigation Findings



. “Summary of Investigation.Findings . .
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Investigation #

8896 COUNTY ROAD 1458 investigAion Date: 03/27/2014
TAFT, SAN PATRICIO COUNTY, TX 78390

Aaditional ID(s): 2050078

OUTSTANDING ALLEGEDV, oL.gnop%sgN o

 ASSOGIATED T0 A NOTIGE OF VioLA

G\

Bt

Track No: 437961 Compliance Due Date: 07/20/2011
30 TAC Chapter 290.43(c)(3)

Alleged Violation:
Investigation: 919138 Comment Date: 06/16/2011

Failure to design overflows in strict accordance with current AWWA standards. It was
documented during the investigation on March 30, 2011 that the Rincon Division | no. 1
ground storage tank overflow gap was greater than 1/16th of an inch. In addition, the ground
storage tank no. 2 overflow did not terminate at ground level and was not located at a position
accessible from a ladder or balcony. At the Rincon Division }i facility, all three tanks were
connected to a single overflow. The overflow gap was greater than 1/16th of an inch. At the
Rural East facility, the ground storage tank overflow did not terminate at ground level and was
not located at a position accessible from a ladder or balcony.

Investigation: 956509 Comment Date: 09/18/2011

A file record review conducted on September 15, 2011 determined the compliance
documentation submitted did not adequately address this alleged violation. Specifically, the
compliance documentation submitted indicates that the overflow gaps were corrected to meet
the regulation. However, the Rincon Division | no. 1 ground storage tank and the Rural East
ground storage tank overflows do not terminate at ground level and are not located at a
position accessible from a ladder or balcony. The ladder provided for inspection purposes
does not meet AWWA standards. To verify compliance, submit appropriate compliance

documentation by October 24, 2011.
Investigation: 974391 Comment Date: 12/13/2011

A file record review conducted on December 12, 2011 determined the compliance
documentation submitted did not adequately address this alleged violation. The photographs
submitted indicate that the overflows are accessible with the use of an extension ladder,;
however, the ladder does not meet AWWA standards. The alleged violation will remained
unresolved until appropriate compliance documentation has been submitted. The alleged
violation is being placed in the facility file for follow-up during any subsequent compliance

investigation.
Investigation: 1159954 Comment Date: 04/18/2014

A Comprehensive Compliance Investigation conducted on March 27, 2014 evaluated the
compliance status of this alleged violation. The investigation documented that the overflows
on the Rural East ground storage tank and Division | No. 1 ground storage tank still did not
terminate at ground level and were not accessible by a balcony. The facility plans to submit
an exception request to the ground storage tank overflow rule. The facility has two

extendable ladders that are not connected to the storage tanks that can be used to inspect

the overflows. This violation continues to remain outstanding.

Recommended Corrective Action: To achieve compliance, repair or make necessary
changes to the overflows in order to meet the requirement. According to the regulations,
overflows shall be designed in strict accordance with current AWWA standards and shall
terminate with a gravity-hinged and weighted cover. The cover shall fit tightly with no gap over
1716 inch. If the overflow terminates at any point other than the ground level, it shall be located
near enough and at a position accessible from a ladder or the balcony for inspection purposes.
To verify compliance, please send documentation to the TCEQ Corpus Christi Region 14 Office
indicating compliance with this requirement by the compliance due date.

Summary of investigation Findings Page 1of4



RINCON WSC Investigation # 1159954

Track No: 532327 Compliance Due Date: 05/23/2014

30 TAC Chapter 290.39(1)
30 TAC Chapter 280.42(e)(3)(G)

Alleged Violation:
Investigation: 1159954 Comment Date: 04/10/2014

Failed to obtain an exception to use disinfectants other than chlorine.

An investigation conducted on March 27, 2014 determined the facility purchases water that
has been treated with chloramines. The regulated entity does not have an exception to use
disinfectants other than chlorine.

Recommended Corrective Action: To achieve compliance, obtain an exception to use
disinfectants other than chlorine. The water system may request an exception by writing to:

Texas Commission on Environmental Quality
Technical Review and Oversight Team, MC 155
P.O.Box 13087

Austin, Texas 78711-3087

The Technical Review and Oversight Team may be contacted at (512) 239-46891. All requests
for exceptions must be submitted in writing and supported with adequate documentation.
Please send documentation to the TCEQ Corpus Christi Region 14 Office, Attn: Shaunette
Gillespie, indicating compliance with this requirement by the compliance due date.

Track No: 532328 Compliance Due Date: 06/23/2014
30 TAC Chapter 290.43(d)(2)

Alleged Violation:
Investigation: 11598954 Comment Date: 04/18/2014

Failed to provide all pressure tanks with a pressure release device and an easily readable
pressure gauge.

An investigation conducted on March 27, 2014 determined that the pressure tank at the
Division Hil water plant was not equipped with a pressure release device or a pressure gauge.

Recommended Corrective Action: To achieve compliance, provide all pressure tanks with a
pressure release device and an easily readable pressure gauge. To verify compliance, please
send documentation to the TCEQ Corpus Christi Region 14 Office, Atin: Shaunette Gillespie,
indicating compliance with this requirement by the compliance due date.

Track No: 532329 Compliance Due Date: 05/23/2014
30 TAC Chapter 290.43(d)(3)

Alleged Violation: ‘
“Vinvestigation: 1159954 Comment Date: 04/18/2014

Failed to provide air injection lines equipped with filters or other devices to prevent
compressor lubricants and other contaminants from entering the pressure tank.

An investigation conducted on March 18, 2014 documented the air injection line for the
pressure tank at the Division | water plant was missing a filter to prevent contaminants from

the compressor.

Recommended Corrective Action: To achieve compliance, provide filters for air injection lines
to prevent compressor lubricants or other contaminants from entering the pressure tank. To
verify compliance, please send documentation to the TCEQ Corpus Christi Region 14 Office,
Attn: Shaunette Gillespie, indicating compliance with this requirement by the compliance due
date.

Summary of investigation Findings Page20t4



RINCON WSC lnvestigation # 1159954

ALLEGEEMVIGLATJQN(S) NOTED AND RESOLVED .
IATED TOA: N@T!@E“Oﬁa IOLATlON

Track No: 432796
30 TAC Chapter 290.45(f)(4)

Alleged Violation:
Investigation: 919138 Comment Date: 05/11/2011

Failure to provide a minimum of 0.6 gpm per connection based on the maximum authorized
daily purchase rate specified in the contract, plus the actuai production capacity of the
system. Based on the number of connections (1,479) at the time of the investigation, the
water systemn must provide a total of 8,874 gpm. Currently, the maximum authorized
purchase rate in the water supply contract is 14.0 million gallons per month/313.6 gpm.
Investigation: 956509 Comment Date: 09/20/2011

A file record review conducted on September 15, 2011 determined the compliance
documentation submitted did not adequately address this alleged violation. The compliance
documentation received on July 20, 2011 indicates that the purchase water contract includes
the monthly maximum allowable purchase water rate which is 14.0 million gallons per month.
However, based on the number of connections (1,479) at the time of the investigation, the
amount is not sufficient to meet the requirement of 0.6 gpm. in addition, the compliance
documentation indicates that the water system is a rural water system and a percentage of
the connections are for agricultural use and that the water system does not make water
available for firefighting purposes. Please note that the regulations do not identify separate
water rates for different types of connections, such as for agricultural use, or for facilities that
do not supply water for firefighting purposes.

Finally, the documentation submitted by Willatt & Flickinger Attorneys at Law, on behalf of the
Rincon WSC, on September 15, 2011 does not adequately address this alleged violation.
Specifically, the submitted Second Amendment to the Purchase Water Contract does not
indicate a maximum authorized daily purchase rate at which water may be drafted on a daily
or hourly basis. To verify compliance, submit compliance documentation by October 24,
2011,

Investigation: 974391 Comment Date: 12/13/2011

A file record review conducted on December 12, 2011 determined the compliance
documentation submitted did not adequately address this alleged violation. The
documentation submitted only indicated that negotiations were underway with San Patricio
Municipal Water District in order to update the water supply contract. The alleged violation
will remained unresoived until appropriate compliance documentation has been submitted.
The alleged violation is being placed in the facility file for foliow-up during any subsequent
compliance investigation.

Investigation: 1159954 Comment Date: 04/10/2014

A comprehensive compliance investigation conducted on March 27, 2014 evaluated the
compliance status of this alleged violation. During the investigation, the investigator
documented that adequate corrective action has been taken for the alleged violation.

Recommended Corrective Action: To achieve compliance, submit compliance
documentation indicating that the water supply contract has been amended or additional
production capacity has been secured to provide a minimum of 0.6 gpm per connection. To
verify compliance, please send documentation to the TCEQ Corpus Christi Region 14 Office
indicating compliance with this requirement by the compliance due date.

Resolution: During the investigation conducted on March 27, 2014, Ms, Shaunette Gillespie,
TCEQ Investigator, documented that the reguiated entity amended the purchase water contract.
The amended water supply contract now stipulates that San Patricio Municipal Water District
will supply an amount up to 0.6 gallons per minute (gpm) per connection.

. ADDITIONAL ISSUES

Description Additional Comments

Summary of investigation Findings Page 3of4



RINCON WSC

lnvesﬂgaﬂon # 1159954

flem &

Summary of Investigation Findings

director.

‘The Rincon

ground storage tank and two sefvice pumps that
have been placed out of service. 30 TAC
§290.39(j) states that public water systems shail
notify the executive director prior to making any
significant change or addition to the system's
production, treatment, storage, pressure
maintenance, or distribution facilities. This includes
changes to existing systems which resultin an
increase or decrease in production, treatment,
storage, or pressure maintenance capacity. If the
water system plans to remove the ground storage
tank and two service pumps permanently,
notification must be provided to the executive
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TCEQ EXIT INTERVIEW FORM: Potential Violations and/or Records Requested

Regulated Entity/Site Name V\ incon WsC g“;‘q‘i.“(::;ii"na%‘* 20500713
Investigation Type QC,I_ Contact Made In-House (Y/N) Y Purpose of Investigation

Regulated Entity Contact Konneth Tohnson Telephone No. [300 52%-29(,9 | Date Contacted
Title Cu noaal DAANGO.2A Fax No. Date Faxed

NOTICE: The information provided in this form is intended to provide clarity to issQ:s that have arisen during the investigation process between the TCEQ and the regulated entity named above and does not represent final TCEQ
findings related to violations. Any potential or alleged violations discovered after the date on this form will be communicated by telephone to the regulated entity representative prior to the issuance of a notice of violation or
enforcement. Conclusions drawn from this investigation, including additional violations or potential violations discovered (if any) during the course of this investigation, will be documented in a final investigation report.

I For Records Request: identify the necessary records, the company contact and date due to the agency.
" For Alleged and Potential Violation issues: include the rule in question with the clearly described potential problem. Other type of issues: fully describe. ]

Type' | Rule Citation (if known) Description of Issue

O.42€ : i : ;
av o'z%o%q}? %( =) PN exception o use o disinfradnnt other Wan Chloine. has ny veen cotpined_|
AV 1290.43d)(2)  [Presswre 4mnk ot Division TC ook eauipped witkn QresSUIe Qauoe and. .

No
\
Z
Q. velease device,

3 AV 129043 overfiow on Ruial Fast ground Stomae dank and Dinsien T 6-#(\\!0.\ )
/
bl

5 )
14 ok @m\mm%xmm\_mu Qoo nniols o baloenuy

M 1290 45(d)(3) e’ net provided on ais injection \ine. Jor Proastine Yank @ Divke

=

'Issue Type Can Be One or More of: AV (Alleged Violation), PV (Potential Violation), O (Other), or RR (Records Request)

- 2 ’.

Did the TCEQ document the regulated entity named above operating without proper authorization? Q Yes &‘NO
/

Did the investigator advise the regulated entity representative that continued operation is not authorized? Q Yes Q‘No

Document Acknowledgment. Signature on this document establishes only that the regulated entity (company) representative received a copy of this document and associated
continuation pages on the date noted. If contact was made by telephone, document will be faxed to regulated entity; therefore, signature not required.
L i

L

z e .
Ot Shaunette &illewt 3|21 4@&&% Yar/ir |
Investigator Namel(Signed & Printed) Date Regulated Entity Representative Name (Signed & Printed) Date |

If you have questions about any information on this form, please contact your local TCEQ Regional Office.
Individuals are entitled to request and review their personal information that the agency gathers on its forms. They may also have any errors in their information corrected. To review such information, call 512-239-3282.

White Copy: Regulated Entity Representative  Yellow Copy: TCEQ

00 0000000000000000000000000000000006000660000




REVISED AND RESTATED WATER SUPPLY CONTRACT
BETWEEN
SAN PATRICIO MUNICIPAL WATER DISTRICT
AND
RINCON WATER SUPPLY CORPORATION

THE STATE OF TEXAS

“wUn WOn

COUNTY OF SAN PATRICIO §

This Revised and Restated Water Supply Contract between San Patricio Municipal Water
District and Rincon Water Supply Corporation (the “Revised and Restated Contract”) is made and
entered into by and between San Patricio Municipal Water District, a conservation district and
political subdivision of the State of Texas, duly created by the Legislature of the State of Texas,
acting herein by and through its duly authorized officers, hereinafter called the “District,” and Rincon
Water Supply Corporation, a Texas nonprofit corporation (“Rincon™), acting by and through its duly
authorized officers.

WITNESSETH:

WHEREAS, the District and Rincon entered into a Water Purchase Contract (the “Contract”)
dated November 28, 1994, pursuant to which the District has furnished a water supply to Rincon;
and

WHEREAS, the Contract was amended by the Amendment to Water Purchase Contract (the
“First Amendment”) dated September 8, 1996; and

WHEREAS, the Contract was again amended by the Second Amendment to Water Purchase
Contract (“Second Amendment”) dated September 1, 2008; and

WHEREAS, the Contract, the First Amendment and the Second Amendment are hereafter
referred to as the “Prior Contract,” and it is now necessary to revise and restate the Prior Contract
in itg entirety to accommodate the desires of the parties; and

WHEREAS, some or all of the District’s retail provider customers have been cited by the
Texas Commission on Environmental Quality (the “TCEQ™) for failure to comply with 30 TAC
§290.45 which requires purchased water systems to have a wholesale contract that obligates the
wholesaler to provide an amount of water that, with the addition of the actual production capacity
of the purchased water system, is equal to at least 0.6 gpm per connection; and

WHEREAS, the District is willing to commit to providing 0.6 gpm per connection to Rincon
provided that Rincon provide information annually on its number of connections and water usage,
and provided that Rincon not serve any nonresidential customer with an amount of water exceeding



the amount specified in this Revised and Restated Contract, unless such service is consented to in
writing by the District.

AGREEMENT

NOW THEREFORE, the District and Rincon, each acting by and through its official
representatives duly authorized by the governing body of each party to execute this Revised and
Restated Contract, do hereby agree as follows:

ARTICLEI
Revised and Restated Agreement

1.1  Effective Agreement. This Revised and Restated Agreement supercedes and
replaces the Prior Agreement in its entirety, effective as of the Effective Date.

ARTICLE II
Quantity

2.1  Quantity. The District currently receives raw water, and has the right to receive
treated water, from the City of Corpus Christi pursuant to the Raw Water Supply Contract between
the City of Corpus Christi and San Patricio Municipal Water District dated March 17, 1997 and the
Treated Water Supply Contract between the City of Corpus Christi and San Patricio Municipal Water
District dated March 17, 1997, which contracts are hereinafter referred to as the “Corpus Christi Raw
Water Contract” and the “Corpus Christi Treated Water Contract,” respectively. Subject to the
provisions of Articles X1 and XVT hereof, and the provisions of the Corpus Christi Raw Water
Contract and Corpus Christi Treated Water Contract, the District agrees to sell and deliver to Rincon
at the delivery points hereinafier specified, and Rincon agrees to purchase and take at said delivery
points, all water required by Rincon during the period of this agreement for its own use and for
distribution to all customers served by Rincon’s water distribution system in an amount up to 0.6
gpm per connection. The District will use its best efforts to remain in the position to furnish water
sufficient for the reasonable demands of Rincon, but its obligations shall be limited to the quantity
of water available to it under its contracts with the City of Corpus Christi and such other sources of
water supply as the District may be able to obtain, having due regard for the equitable rights of other
customers of the District to water from the same source.

ARTICLE I
Quality

3.1  Quality. The quality of water supplied to Rincon at the delivery points shall be
sufficient to meet the requirements for potable water established by the Texas Commission on
Environmental Quality (“TCEQ”) and the United States Environmental Protection Agency (“EPA”).
The District shall not be responsible for maintaining any particular amount of disinfectant in
Rincon’s system.



ARTICLE IV
Points of Delivery and Title

4.1  Points of Delivery and Title. The District will deliver water to Rincon at the
existing delivery points and such other delivery points as may be agreed upon by the managers of
the District and Rincon. The District will deliver water at the outlet of the existing meter or meters
and such other meters as may be agreed upon by the managers of the District and Rincon. Title to
water shall pass to Rincon when it passes through the meters at the points of delivery.

ARTICLE V
Measuring of Water

5.1  Measuring of Water. The District has furnished and installed, and shall operate and
maintain at its own expense at said delivery points, the necessary equipment and devices of standard
type for measuring properly the quantity of water delivered under this agreement. Such meter or
meters and other equipment so installed shall remain the property of the District. Rinconmay, at its
option and its own expense, install and operate a check meter to check each meter installed by the
District, but the measurement of water for the purpose of this Revised and Restated Contract shall
be solely by District’s meter.

The District’s meter shall be checked annually at the expense of the District by the District’s
employees or agents as to accuracy of registration. Whenever the District meter is to be checked,
the District shall notify Rincon ten (10) days in advance of such check in order that Rincon may have
arepresentative present as a witness. If either Rincon or the District at any time shall notify the other
that it desires a special test of the District meter, the District and Rincon shall cooperate to secure
an immediate determination of the accuracy thereof and may make joint observation of any such tests
and adjustments. If upon such special tests the meter is found to be less than two percent (2%) high
or low, the cost of such test shall be paid by the party requesting it; otherwise, by the District. If
upon any test the meter tested is found to be more than two percent (2%) high or low, the registration
thereof shall be corrected for a period extending back to the time when such inaccuracy began, if
such time is ascertainable, and if such time is not ascertainable, then for a period extending back one-
half (%) of the time elapsed since the last date of meter check, but in no event further back than a
period of six (6) months. If for any reason the meter is out of service or out of repair so that the

amount of water delivered cannot be ascertained or computed from the reading thereof, the water
delivered during the period such meter is out of service or out of repair shall be estimated and agreed
upon by the parties hereto upon the basis of the best data available.

Rincon shall bave access to the metering equipment of District at all reasonable times, but
the reading, calibration, checking and adjustment thereof shall be done by the employees or agents
of the District,

For the purpose of this Revised and Restated Contract, the original record or reading of the
meter shall be the journal or other record book of District in its office in which the records of the

-3-



employees or agents of the District who take the reading are or may be transcribed. Upon request,
District will permit Rincon to have access to the records of the District in the office of the District
during reasonable business hours.

ARTICLE VI
Unit of Measurement

6.1 Unit of Measurement. Theunitof measurement for water delivered hereunder shall
be 1,000 gallons of water, U.S. Standard Liquid Measure.

ARTICLE VII
Billing and Pavment

7.1  Billing and Payment. The District shall read all of the meters monthly and will
promptly render monthly bills to Rincon based on such readings. Such bills shall be due and payable
within twenty-five (25) days from the date the same are deposited in the United States mails,
properly stamped and addressed to Rincon.

7.2  Late Payment, In the event Rincon shall fail to make any payment required to be
made to the District under this Revised and Restated Contract, within the time specified herein,
interest on the amount due shall accrue at the rate of one and one-half percent (1.5%) per month, or
the maximum rate allowed by law, whichever is less, from the date such payment becomes due, until
paid in full with interest as above specified. In the event any such payment is not made within sixty
(60) days from date such payment becomes due, the District may, at its option, discontinue the
delivery of water to Rincon until the amount then due to the District is paid in full with interest as
above specified.

ARTICLE VIlI
Special Conditions

8.1 Easements. Where reasonably feasible and allowed by the terms of the easement,
Rincon will allow District to use Rincon’s easements for District facilities with prior written
authorization from Rincon.

8.2  Sources of funds For Payment and Sufficiency of Rates and Charges. Rincon
agrees that in the event of the dissolution of the corporation, that the District shall have first
allocation of the remainder of the proceeds of dissolution to pay any and all obligation(s) due to the
District following reimbursement of deposits due to membership and payment of USDA. notes and
loans, in accordance with state and federal statutes,



ARTICLE IX

9.1 District Consent Required for Service to Certain New or Expanding
Nonresidential Customers. If Rincon wants to serve anew nonresidential customer, or expand the
service to an existing nonresidential customer, where, for the new nonresidential customer, or for
the expansion to an existing nonresidential customer, the projected increase in the average daily flow
will exceed 10% of the average daily flow of Rincon, averaged over the preceding five calendar
years, Rincon must obtain written consent from the District before providing such new service.

9.2  AnnualReporting of Connections. Each year, on or before January 31, Rincon will
provide the District with a report on the number of connections served at the end of the previous
year, in a format that enables the District to determine the number of connections that must be served
at 0.6 gpm pursuant to 30 TAC §290.45. Rincon will, at the same time, provide a projection of that
information for the year in which the report is made.

ARTICLEX
Erice of Water

10.1  Rates to Be Cost Based. All rates charged pursuant to this Revised and Restated
Contract shall be set to recover the cost of service, based on generally accepted ratemaking
principles, including those set forth in the American Water Works Association AWWA Manual M1
on water rates.

10.2 Rate Adjustment. If in any fiscal year there is a material difference between the
District’s revenues and expenses, as compared to the revenues and expenses as projected in the
applicable budget for that year, as determined by the District, the District may, after consultation
with Rincon, to the extent deemed necessary or advisable by the District, in its sole discretion,
change the rates to be charged to Rincon during that year.

10.3 District Budget. The District’s fiscal yearshall be from January 1 through December
31 of each year, or such other period as the District, after sixty (60) days written notice to Rincon,
shall adopt. Not later than the seventh (7%) day after the date of the District’s Board of Directors
October budget review meeting each year, commencing with the District’s fiscal year in which this
Revised and Restated Contract becomes effective, the District shall provide Rincon with a copy of
the District’s proposed budget for the following fiscal year, showing the budgeted total annual rate,
and the components thereof, to be paid by Rincon to the District for the fiscal year of the District to
which the budget applies for sale and purchase of water under this Revised and Restated Contract.
Rincon shall have thirty (30) days to review and comment on the proposed budget. The District shall
adopt its final budget as soon as practicable following the expiration of such thirty (30)-day period
and shall deliver to Rincon a copy of each final budget within five (5) days after the adoption thereof.



ARTICLE X1
Force Majeure

11.1 Force Majeure. If the District should be prevented, wholly or in part, from
furnishing water to Rincon under this Revised and Restated Contract by reason of acts of God,
unavoidable accident, acts of the public enemy, strikes, floods, fires, governmental restraint or
regulations, pump station failures, breaks in pipelines or for any other cause beyond the District’s
control, then the obligation of the District to deliver water to Rincon shall be temporarily suspended
during the continuance of such force majeure.

The rights of Rincon to obtain delivery of water from the District shall also be subject to all
rights of the City of Corpus Christi with respect to the furnishing of water by said City of Corpus
Christi to the District under the conditions of the District's contracts with the City of Corpus Christi.
Reference is here made to each of said contracts, the terms of which are familiar to both of the
parties hereto.

No damage shall be recoverable from the District by reason of the temporary suspension of
delivery of water due to any of the causes above mentioned or due to the failure of the City of Corpus
Christi to deliver water to the District. If the District’s ability to deliver water to Rincon is affected
by any of the causes above mentioned, the District shall promptly notify Rincon in writing, giving
the particulars as soon as practicable after the occurrence of the cause or causes for such interruption.

If the supply of water available to the District is insufficient for any reason to serve the
requirements of all of its customers, then the available amount of water will be allocated by the
District pursuant to the provisions of the District’s Drought Contingency Plan, as that plan may be
amended from time to time.

ARTICLE XII
Alterations and Repairs

12.1  Alterations and Repairs, It is expressly recognized by Rincon that the District may
be compelled to make necessary alterations, repairs and extensions of new or additional water
transportation facilities from time to time during the life of this Revised and Restated Contract, and
any suspension of delivery to Rincon due to such operation shall not be cause for claim of damage
on the part of Rincon, provided all reasonable effort is used by the District to provide Rincon with
water in accordance with this Revised and Restated Contract. In such case, the District shall give
Rincon as much advance notice as may be practicable of the suspension of delivery and of the
estimated duration thereof.



ARTICLE X111
Term

13.1 Term. Unless sooner terminated or extended by mutual agreement of the parties
hereto, this Revised and Restated Contract shall be in force and effect at any time while any of the
District’s bonds remain outstanding, or thirty (30) years from the Effective Date of this Revised and
Restated Contract, whichever is later.

ARTICLE XIV
Effective Date

14.1 Effective Date. The Effective Date of this Revised and Restated Contract shall be
the date on which it has been executed by both parties.

ARTICLE XV
Modification

15.1 Modification. This Revised and Restated Contract shall be subject to change or
modification at any time but only with the mutual consent of the governing bodies of each of the
parties hereto.

ARTICLE XVI
i Con t Contingency Plan

16.1 Corpus Christi Contract and Drought Contingency Plan. Rincon acknowledges
that it is required by Sec. 11.1272, Water Code, to develop a drought contingency plan consistent
with the appropriate approved regional water plan. Rincon also acknowledges that the Corpus
Christi Raw Water Contract and the Corpus Christi Treated Water Contract require that, if the City
of Corpus Christi implements any measures under its Water Conservation and Drought Contingency
Plan, the District shall within thirty (30) days of notice of the implementation of any restrictions,
surcharges or rationing by the City of Corpus Christi, impose similar restrictions, surcharges or
rationing measures on its customers. Any contract for the resale of water furnished by the District
shall contain a similar condition.

Accordingly, Rincon agrees that it will adopt a water conservation plan and drought
contingency plan consistent with those of the City of Corpus Christi, as the latter may be amended
from time to time.

ARTICLE XVII
Forum

17.1 Forum. Any disputes between the parties to this Revised and Restated Contract
concerning the subject matter of this Revised and Restated Contract shall be submitted for resolution

-



to the District Court of San Patricio County, Texas.

ARTICLE XVIII
Entirety

18.1 Entirety. This Revised and Restated Contract supersedes all previous agreements
or representations, either written or verbal, heretofore in effect between the District and Rincon,
made with respect to matters herein contained.

ARTICLE XIX
In Witness eof

19.1 In Witness Whereof. The parties hereto have caused this document to be executed
by their duly authorized representatives as shown below.

[Signatures to follow.]



SAN PATRICIO MUNICIPAL WATER DISTRICT
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¢
<é (361) 528-3969

RINCON WATER SUPPLY CORPORATION

P.O. DRAWER 7 L
TAFT, TEXAS 78390

PWS ID. NO. 205-0078

Schedule of Rates, Charges, and Fees

Water Rates
e Water Charge per 1,000 gallons S 5.05
e Drought Contingency Rate (goes into effect at Stage |ll water conservation) $ 587
e Bulk Water - No Membership S 785

Membership Charges and Fees
¢ Monthly Membership Charge (5/8" x 3/4") $ 30.00
e Monthly Membership Charge (1") S 42.00
e Monthly Membership Charge (1 1/2") S 54.00
¢ Monthly Membership Charge (2") S 87.00
o Membership Fee $ 100.00
e Transfer of Membership $ 25.00
e Application for New Membership S 25.00

Water Service Connection Fees
e Connection (5/8" x 3/4" meter and 1" meter, larger meters priced as needed) $2,404.00
e Long-side Connection - Connection Fee plus cost of road bore, casing, and permit

Other Charges and Fees
e Late Charge (after 15th) $5.00 or 10% whichever is greater
s Delinquent Account Late Fee (after 25th) $ 25.00
e Service Charge (normal business hours){if problem is on customer side) $ 35.00
e Service Charge (after regular business hours)(if problem is on customer side) S 50.00
e Service Disconnect - non-payment S 25.00
e Service Re-connect Charge (normal business hours) $ 25.00
o Service Re-connect Charge (after normal business hours) S 37.50
e Replace Damaged Lock Charge S 75.00
e Replace Damaged Meter Charge Cost of Meter + 50% + Service call-out fee
e Replace Damaged Curb Stop Valve (1")(larger valves priced as needed) S 200.00
o Meter Test Fee - (second time in one 12 month period) $ 25.00
o Customer Service Inspection Fee $ 105.00
e Customer Service Re-inspection Fee $ 105.00
e Customer Requested Meter Re-read - No Computer - If The Original Meter Reading is Correct  $  25.00
e Customer Requested Meter Re-read - Computer - If The Original Meter Reading is Correct S 45.00
e Tampering With a Meter Criminal Prosecution or $ 200.00
o lllegal Connection Criminal Prosecution
¢ Mowing/weed eating around meter - per hour S 40.00
s Returned check charge S 30.00

Updated 2/5/2015
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