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Application for Sale, Transfer, or Me
Public Utility

Pursuant to Texas Water Code § 13.301 and 16 Texas Administrative

Sale, Transfer, or Merger (STM) Application Instructions

I11.

VL

COMPLETE: In order for the Commission to find the application sufficient for filing, the Applicant should:

i.  Provide an answer to every question and submit any required attachment applicable to the STM request (i.e., agreements or
contracts).

ii. Use attachments or additional pages to answer questions as necessary. If you use attachments or additional pages, reference their
inclusion in the form.

iii. Provide all mapping information as detailed in Part G: Mapping & Affidavits.

FILE: Seven (7) copies of the completed application with numbered attachments. One copy should be filed with no permanent binding,

staples, tabs, or separators; and 7 copies of the portable electronic storage medium containing the digital mapping data.

i. SEND TO: Public Utility Commission of Texas, Attention: Filing Clerk, 1701 N. Congress Avenue, P.O. Box 13326, Austin,
Texas 78711-3326 (NOTE: Electronic documents may be sent in advance of the paper copy. however they will not be processed
and added to the Commission’s on-line Interchange until the paper copy is received and file-stamped in Central Records).

The application will be assigned a docket number, and an administrative law judge (ALJ) will issue an order requiring Commission

Staff to file a recommendation on whether the application is sufficient. The ALJ will issue an order after Staff’s recommendation has

been filed:

i. DEFICIENT (Administratively Incomplete): Applicants will be ordered to provide information to cure the deficiencies by a certain
date, usually 30 days from ALJ’s order. Application is not accepted for filing.

ii. SUFFICIENT (Administratively Complete): Applicants will be ordered by the ALJ to give appropriate notice of the application
using the notice prepared by Commission Staff. Application is accepted for filing.

. Once the Applicants issue notice, a copy of the actual notice sent and an affidavit attesting to notice should be filed in the docket

assigned to the application. Recipients of notice may request a hearing on the merits.
HEARING ON THE MERITS: An affected party may request a hearing within 30 days of notice. In this event, the application
may be referred to the State Office of Administrative Hearings (SOAH) to complete this request.

TRANSACTION TO PROCEED: at any time following the provision of notice, or prior to 120 days from the last date that proper
notice was given, Commission Staff will file a recommendation for the transaction to proceed as proposed or recommend that the STM
be referred to SOAH for further investigation. The Applicants will be required to file an update in the docket to the ALJ every 30 days
following the approval of the transaction. The transaction must be completed within six (6) months from the ALJ’s order (Note: The
Applicants may request an extension to the 6 month provision for good cause).

FILE: Seven (7) copies of completed transaction documents and documentation addressing the transfer or disposition of any
outstanding deposits. After receiving all required documents from the Applicants, the application will be granted a procedural schedule
for final processing. The Applicants are requested to consent in writing to the proposed maps and certificates, or tariff if applicable.

VII. FINAL ORDER: The ALJ will issue a final order issuing or amending the applicable CCNs.

FAQ: Terms
Who can use this form? Transferor: Seller
Any retail public utility that provides water or wastewater Transferee: Purchaser

service in Texas.
Who is required to use this form?

A retail public utility that is an investor owned utility (IOU) or a
water supply corporation (WSC) prior to any STM of a water or
sewer system, or utility, or prior to the transfer of a portion of a
certificated service area.

CCN: Certificate of Convenience and Necessity
STM: Sale, Transfer, or Merger
IOU: Investor Owned Utility
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Transferor: Richard Billings dba Billings Water Supply Company dba Oak Hills Ranch Estates Water Company

Application Summary

(selling entity)

CCN No.s: 12051

Sale D Transfer

D Merger

Transferee: CSWR-Texas Utility Operating Company, LLC

(acquiring entity)

CCN No.s: pending approval (Docket Nos. 50251, 50276, 50311)

D Water D Sewer

County(ies): Guadalupe and Wilson

All CCN

Part D: Proposed Transaction Details
Part E: CCN Obtain or Amend Criteria Considerations

Table of Contents

Sale, Transfer, or Merger (STM) Application Instructions
Part A: General Information

Part F: TCEQ Public Water System or Sewer (Wastewater) Information

Part G: Mapping & Affidavits
Part H: Notice Information

Appendix A: Historical Financial Information (Balance Sheet and Income Schedule)
Appendix B: Projected Information

Please mark the items included in this filing

IXEIXIXE [T T I X XX XX

Contract, Lease, Purchase, or Sale Agreement
Tariff including Rate Schedule

List of Customer Deposits

Partnership Agreement LLC Agreement
Articles of Incorporation and By-Laws (WSC)
Certificate of Account Status

Financial Audit

Application Attachment A & B

Disclosure of Aftiliated Interests

Capital Improvement Plan

List of Assets to be Transferred

Developer Contribution Contracts or Agreements
Enforcement Action Correspondence

TCEQ Compliance Correspondence

TCEQ Engineering Approvals

Purchased Water Supply or Treatment Agreement
Detailed (large scale) Map

General Location (small scale) Map

Digital Mapping Data

Signed & Notarized Oath

Part A: Question 1
Part B: Question 4
Part B: Question 5
Part C: Question 7
Part C: Question 7
Part C: Question 7
Part C: Question 10
Part C: Question 10
Part C: Question 10
Part C: Question 10
Part D: 11.B

Part D: 11.D

Part E: Question 18 (Part D: Q12)

Part F: Question 22
Part F: Question 24
Part F: Question 26
Part G: Question 29
Part G: Question 29
Part G: Question 29
Page 13-14

PUCT Sale, Transfer, Merger
Page 2 of 20 (September 2019)

D Consolidation D Lease/Rental

D Portion CCN D Facilities transfer




Part A: General Information

Describe the proposed transaction, including the effect on all CCNs involved, and provide details on the existing or expected
land use in the area affected by the proposed transaction. Attach all supporting documentation, such as a contract, a lease, or

proposed purchase agreements:

CSWR-Texas Utility Operating Company, LLC ("CSWR Texas") will purchase all utility assets owned by Oak Hill
Ranch Estates Water Company ("Oak Hills Ranch") for purposes of operating its water system under CCN No. 12051
as identified in Attachment A, which is a copy of the purchase agreement between CSWR Texas' affiliate, Central
States Water Resources, Inc. ("Central States") and Oak Hills Ranch. See Attachment B for a copy of the corporate

organizational chart of CSWR Texas' upstream ownership.

The proposed transaction will require (check all applicable): R [ Dl s
prop e PRIEE) humber in Docket Nos. 50276, 50251 and 50311.

For Transferor (Seller) CCN:

For Transferee (Purchaser) CCN:
Cancellation of Seller’s CCN

Transfer of a Portion of Seller’s CCN to Purchaser
Only Transfer of Facilities, No CCN or Customers
Only Transfer of Customers, No CCN or Facilities
Only Transfer CCN Area, No Customers or Facilities

| | Obtaining a NEW CCN for Purchaser

Transfer all CCN into Purchaser’s CCN (Merger)

| | Transfer Portion of CCN into Purchaser’s CCN

| | Transfer all CCN to Purchaser and retain Seller CCN
. Uncertificated area added to Purchaser’s CCN

Part B: Transferor Information

Questions 3 through 5 apply only to the transferor (current service provider or seller)

Name: Richard Billings dba Billings Water Supply Company dba Oak Hills Ranch Estates Water Company

(individual, corporation, or other legal entity)

Individual [_] Corporation WwSC [ ] Other:

B. Mailing Address: PO Box 1866 Seguin, TX 78156

(830) 391-1590 Email: richardbillings1948@gmail.com

Phone:

Contact Person. Please provide information about the person to be contacted regarding this application. Indicate if

C.
this person is the owner, operator, engineer, attorney, accountant, or other title.

Title:

Name: Richard Billings

Mailing Address: PO Box 1866 Seguin, TX 78156

Email: richardbillings1948@gmail.com

Phone: (830) 391-1590

If the utility to be transferred is an Investor Owned Utility (IOU), for the most recent rate change, attach a copy of the

current tariff and complete A through B: See Attachment C.
A.  Effective date for most recent rates: ~ July 29, 2016

B.  Was notice of this increase provided to the Public Utility Commission of Texas (Commission) or a predecessor

regulatory authority?

D No Yes Application or Docket Number: 46019

If the transferor is a Water Supply or Sewer Service Corporation, provide a copy of the current tariff.
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5.  For the customers that will be transferred following the approval of the proposed transaction, check all that apply:
[ ] There are no customers that will be transferred
# of customers without deposits held by the transferor 196
|:| # of customers with deposits held by the transferor*

* Attach a list of all customers affected by the proposed transaction that have deposits held, and include a customer
indicator (name or account number), date of each deposit, amount of each deposit, and any unpaid interest on each deposit.

Part C: Transferee Information

Questions 6 through 10 apply only to the transferee (purchaser or proposed service provider)

6. A. Name: CSWR-Texas Utility Operating Company, LLC

(individual, corporation, or other legal entity)

[ ] Individual [ ] Corporation [ ] WSC Other: LLC

B. Mailing Address: 1650 Des Peres Rd., Suite 303, St. Louis, Missouri 63131

Phone: (314) 736-4672 Email: regulatory@cswrgroup.com

C. Contact Person. Provide information about the person to be contacted regarding this application. Indicate if this
person is the owner, operator, engineer, attorney, accountant, or other title.

Name: Evan D. Johnson Title: Local Counsel

Address: Coffin Renner LLP, 1011 West 31st Street, Austin, Texas 78705

Phone: (512) 879-0972 Email: evan.johnson@crtxlaw.com

D. If the transferee is someone other than a municipality, is the transferee current on the Regulatory Assessment Fees
(RAF) with the Texas Commission on Environmental Quality (TCEQ)?

[INo [XYes [ |NA

E. If the transferee is an IOU, is the transferee current on the Annual Report filings with the Commission?

|:| No & Yes l__—l N/A

7.  The legal status of the transferee is:

D Individual or sole proprietorship

|:] Partnership or limited partnership (attach Partnership agreement)

I:] Corporation |
Charter number (as recorded with the Texas Secretary of State):

D Non-profit, member-owned, member controlled Cooperative Corporation [Article 1434(a) Water Supply or
Sewer Service Corporation, incorporated under TWC Chapter 67]
Charter number (as recorded with the Texas Secretary of State):

|:| Articles of Incorporation and By-Laws established (attach)
D Municipally-owned utility
|:| District (MUD, SUD, WCID, FWSD, etc.)
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D County
D Affected County (a county to which Subchapter B, Chapter 232, Local Government Code, applies)

Other (please explain):  Limited Liability Company. A copy of the LLC Operating Agreement is attached as Attachment E.

8.  Ifthe transferee operates under any d/b/a, provide the name below:

Name: The transferee does not operate under a d/b/a.

9.  Ifthe transferee’s legal status is anything other than an individual, provide the following information regarding the officers,
members, or partners of the legal entity applying for the transfer:

Name: CSWR-Texas Utility Operating Company, LLC (See Attachment B for a corporate organizational chart)

Position: Member Ownership % (it applicable); 100.00%
Address: 1650 Des Peres Rd., Suite 303, St. Louis, Missouri 63131
Phone: (314) 7364672 Email: regulatory@cswrgroup.com

Name: Josiah Cox

Position: President; CSWR, LLC Ownership % (if apphicable): 0.00%
Address: 1650 Des Peres Rd., Suite 303, St. Louis, Missouri 63131
Phone: (314) 736-4672 Email: jcox@cswrgroup.com

Name: Tom Rooney

Position: Chairman; CSWR, LLC Ownership % (if applicable):  0.00%

Address:

Phone: Email:

Name: Dan Standen

Position: Board Member; CSWR, LLC Ownership % (if applicable): 0.00%

Address:

Phone: Email:

10. Financial Information
The transferee Applicant must provide accounting information typically included within a balance sheet, income

statement, and statement of cash flows. If the Applicant is an existing retail public utility, this must include historical
financial information and projected financial information. However, projected financial information is only required if
the Applicant proposes new service connections and new investment in plant, or if requested by Staff. If the Applicant is
a new market entrant and does not have its own historical balance sheet, income statement, and statement of cash flows
information, then the Applicant should establish a five-year projection taking the historical information of the transferor
Applicant into consideration when establishing the projections.

Historical Financial Information may be shown by providing any combination of the following that includes necessary
information found in a balance sheet, income statement, and statement of cash flows:

1. Completed Appendix A;

2. Documentation that includes all of the information required in Appendix A in a concise format; or

3. Audited financial statements issued within 18 months of the application filing date. This may be provided
electronically by providing a uniform resource locator (URL) or a link to a website portal.

See Attachments F & G.
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Projected Financial Information may be shown by providing any of the following:

1. Completed Appendix B;
2. Documentation that includes all of the information required in Appendix B in a concise format;

A detailed budget or capital improvement plan, which indicates sources and uses of funds required, including

(98]

improvements to the system being transferred; or

4. A recent budget and capital improvements plan that includes information needed for analysis of the operations
test (16 Tex. Admin. Code § 24.11(e)(3)) for the system being transferred and any operations combined with the
system. This may be provided electronically by providing a uniform resource locator (URL) or a link to a website

portal.
See Attachments F, G, H, I &]J.

Part D: Proposed Transaction Details

31 A Proposed Purchase Price:  $ 10.00 See Attachment A.

If the transferee Applicant is an investor owned utility (IOU) provide answers to B through D.

B. Transferee has a copy of an inventory list of assets to be transferred (attach):

|XN0 []Yes []NA

There are no plant records

Total Original Cost of Plant in Service: $ available for this system. See the
R Company's response to Question
Accumulated Depreciation: $ No. 14 in Attachment K.

Net Book Value: $

C. Customer contributions in aid of construction (CIAC): Have the customers been billed for any surcharges
approved by the Commission or TCEQ to fund any assets currently used and useful in providing utility service?
Identify which assets were funded, or are being funded, by surcharges on the list of assets.

No |:| Yes

Total Customer CIAC: $ 0.00
Accumulated Amortization: $ 0.00

D. Developer CIAC: Did the transferor receive any developer contributions to pay for the assets proposed to be
transferred in this application? If so, identify which assets were funded by developer contributions on the list of assets
and provide any applicable developer agreements.

@ No D Yes

Total developer CIAC: § 0.00
Accumulated Amortization: $ 0.00
12. A. Are any improvements or construction required to meet the minimum requirements of the TCEQ or Commission and

to ensure continuous and adequate service to the requested area to be transferred plus any area currently certificated to
the transferee Applicant? Attach supporting documentation and any necessary TCEQ approvals, if applicable.

I:I No Yes See Attachments H, I, I-1 and J.
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B. If yes, describe the source and availability of funds and provide an estimated timeline for the construction of any
planned or required improvements:

To the extent it is determined that improvements need to be made to the system, funds will be provided by a mix of equity and debt
financing. Equity financing will be provided through an infusion from CSWR Texas' ultimate parent company CSWR, LLC ("CSWR"), of
which Central States is the sole manager. A copy of the corporate organizational chart is provided as Attachment B. The source of debt
financing will be determined after acquisition of the system. The exact timeline for construction has not yet been determined as approval
from TCEQ will be sought as necessary following the acquisition, but CSWR Texas plans to move as quickly as possible to address any
known issues on the system upon closing of the acquisition. See Attachment G.

13.

Provide any other information concerning the nature of the transaction you believe should be given consideration:

The acquired system is a distressed system and would benefit from the transition to a stable,
long-term management team willing to make necessary investments to improve the system. See
Responses to Questions Nos. 14, 16, 17 and 20 in Attachment K. For these reasons, the sale of
assets promotes the interests of the public generally and benefits the transferring utility's customers.

14.

Complete the following proposed entries (listed below) as shown in the books of the Transferee (purchaser) after the
acquisition. Debits (positive numbers) should equal credits (negative numbers) so that all line items added together equal
zero. Additional entries may be made; the following are suggested only, and not intended to pose descriptive limitations:

Utility Plant in Service: _§ There are currently no
$ plant records available to
determine the requested
$ information. See
Notes Payable: $ Attachment K regarding
$
$

Accumulated Depreciation of Plant:

Cash:

the proposed calculation

Mortgage Payable: of rate base.

(Proposed) Acquisition Adjustment*:

* Acquisttion Adjustments will be subject to review under 16 TAC § 24 41(d) and (e)
Other (NARUC account name & No.):

Other (NARUC account name & No.):

15.

A. Explain any proposed billing change (NOTE: If the acquiring entity is an [OU, the IOU may not change the rates
charged to the customers through this STM application. Rates can only be changed through the approval of a rate
change application.)

CSWR Texas will adopt existing rates of service, including any temporary rates and surcharges that
reflect the system’s current cost of service and revenue requirement. CSWR Texas plans to continue
the existing rates and surcharges until it files its next base rate proceeding. See Attachment C for a
copy of the existing tariff.

B. Iftransferee is an IOU, state whether or not the transferee intends to file with the Commission, or an applicable
municipal regulatory authority, an application to change rates for some or all of its customers as a result of the
transaction within the next twelve months. If so, provide details below:

CSWR Texas plans to file an application to change rates after the system is acquired if operating
expenses exceed revenue from rates or if current rates fail to provide a reasonable rate of return.
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Part E: CCN Obtain or Amend Criteria Considerations

Describe, in detail, the anticipated impact or changes in the quality of retail public utility service in the requested area as a

16.

result of the proposed transaction:
See Attachment K.

17 Describe the transferee’s experience and qualifications in providing continuous and adequate service. This should include,
but is not limited to: other CCN numbers, water and wastewater systems details, and any corresponding compliance
history for all operations.

See Attachment K.

18.  Has the transferee been under an enforcement action by the Commission, TCEQ, Texas Department of Health (TDH), the
Office of the Attorney General (OAG), or the Environmental Protection Agency (EPA) in the past five (5) years for non-
compliance with rules, orders, or state statutes? Attach copies of any correspondence with the applicable regulatory
agency(ies)

,X] No [:] Yes

19. Explain how the environmental integrity or the land will be impacted or disrupted as a result of the proposed transaction:
CSWR Texas will operate the system to ensure it is in compliance with all environmental regulations.
CSWR Texas is not aware of any negative impacts or disruptions to the environment or land that
would result from the transaction.

20. How will the proposed transaction serve the public interest?

See Attachment K.
21. List all neighboring water or sewer utilities, cities, districts (including ground water conservation districts), counties, or

other political subdivisions (including river authorities) providing the same service within two (2) miles from the outer
boundary of the requested area affected by the proposed transaction:

Springs Hill WSC (CCN 10666), Sunko Water Supply Corporation (CCN 10658), and Lake Valley
Water Company Inc. (CCN 12308).
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Part F: TCEQ Public Water System or Sewer (Wastewater) Information

Complete Part F for EACH Public Water or Sewer system to be transferred subject to approval of the transaction.
Attach a separate sheet with this information if you need more space for additional systems being transferred.

22. A. For Public Water System (PWS):
TCEQ PWS Identification Number: 0940085 (7 digit ID)

Name of PWS: oak Hills Ranch Water

Date of last TCEQ compliance inspection: June 12, 2019 (atieeh 1200 etint)
Q comp P See Attachment I.

Subdivisions served: ©Oak Hills Ranch Estates, Oak Hills Ranchettes, Forest Oak Ranches & Ecleto Creek Ranchettes

B. For Sewer service:

TCEQ Water Quality (WQ) Discharge Permit Number: WQ - (8 digit ID)

Name of Wastewater Facility:

Name of Permitee:

Date of last TCEQ compliance inspection: (attach TCEQ letter)

Subdivisions served:

Date of application to transfer permit submitted to TCEQ:

23. List the number of existing connections, by meter/connection type, to be affected by the proposed transaction:

Water Sewer

Non-metered Vg Residential
196| 5/8” or 3/4" 3% Commercial
s 43 Industrial
] 16> Other Other
Total Water Connections: 196 Total Sewer Connections: |
24. A.  Areany improvements required to meet TCEQ or Commission standards?
D No Yes
B. Provide details on each required major capital improvement necessary to correct deficiencies to meet the TCEQ or

Commission standards (attach any engineering reports or TCEQ approval letters):

Description of the Capital Improvement: Estimated Completion Date: | Estimated Cost:

See Attachments | and J

C. Is there a moratorium on new connections?

[X] No [:] Yes:

25. Does the system being transferred operate within the corporate boundaries of a municipality?

[X] No |:| Yes: (name of municipality)

If yes, indicate the number of customers within the municipal boundary.

Water: Sewer:
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26. A. Does the system being transferred purchase water or sewer treatment capacity from another source?

[X] No D Yes: If yes, attach a copy of purchase agreement or contract.

Capacity is purchased from:

Water:

Sewer:

B. Is the PWS required to purchase water to meet capacity requirements or drinking water standards?
[Z] No D Yes

C. What is the amount of water supply or sewer treatment purchased, per the agreement or contract? What is
the percent of overall demand supplied by purchased water or sewer treatment (if any)?

Amount in Gallons Percent of demand
Water: 0.00%

Sewer: 0.00%

D. Will the purchase agreement or contract be transferred to the Transferee?

[X] No l:l Yes:

27.  Does the PWS or sewer treatment plant have adequate capacity to meet the current and projected demands in the requested
area?

X] No [ ] Yes: See Attachment J.

28.  List the name, class, and TCEQ license number of the operator that will be responsible for the operations of the water or
sewer utility service:

Name (as it appears on license) | Class License No. Water or Sewer
Zachary King C WG-0010543 Water
Timothy Young A WO-0029245 Water
Professional General Management Services Inc WC0000203 Water

Part G: Mapping & Affidavits

ALL applications require mapping information to be filed in conjunction with the STM application.
Read question 29 A and B to determine what information is required for your application.

29. A.  For applications requesting to transfer an entire CCN, without a CCN boundary adjustment, provide the following
mapping information with each of the seven (7) copies of the application: See Attachments L & M

1. A general location (small scale) map identifying the requested area in reference to the nearest county
boundary, city, or town. The following guidance should be adhered to:

i If the application requests to transfer certificated service areas for both water and sewer,
separate maps must be provided for each.

ii. A hand drawn map, graphic, or diagram of the requested area is not considered an
acceptable mapping document.
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jii.

To maintain the integrity of the scale and quality of the map, copies must be exact
duplicates of the original map. Therefore, copies of maps cannot be reduced or enlarged
from the original map, or in black and white if the original map is in color.

2. A detailed (large scale) map identifying the requested area in reference to verifiable man-made and
natural landmarks such as roads, rivers, and railroads. The Applicant should adhere to the following

guidance:

iii.

iv.

The map must be clearly labeled and the outer boundary of the requested area should be
marked in reference to the verifiable man-made or natural landmarks. These verifiable
man-made or natural landmarks must be labeled and marked on the map as well.

If the application requests an amendment for both water and sewer certificated service
area, separate maps need to be provided for each.

To maintain the integrity of the scale and quality of the map, copies must be exact
duplicates of the original map. Therefore, copies of maps cannot be reduced or enlarged
from the original map, or in black and white if the original map is in color.

The outer boundary of the requested area should not be covered by any labels, roads, city
limits or extraterritorial jurisdiction (ETJ) boundaries.

B. For applications that are requesting to include area not currently within a CCN, or for applications that
require a CCN amendment (any change in a CCN boundary), such as the transfer of only a portion of a
certificated service area, provide the following mapping information with each of the seven (7) copies of

the application:

1. A general location (small scale) map identifying the requested area with enough detail to locate the
requested area in reference to the nearest county boundary, city, or town. Please refer to the mapping
guidance in part A | (above).

2. A detailed (large scale) map identifying the requested area with enough detail to accurately locate
the requested area in reference to verifiable man-made or natural landmarks such as roads, rivers, or
railroads. Please refer to the mapping guidance in part A 2 (above).

3. One of the following identifying the requested area:

.
I

ii.

jii.

A metes and bounds survey sealed or embossed by either a licensed state land surveyor
or a registered professional land surveyor. Please refer to the mapping guidance in part A
2 (above);

A recorded plat. If the plat does not provide sufficient detail, Staff may request additional
mapping information. Please refer to the mapping guidance in part A 2 (above); or

Digital mapping data in a shapefile (SHP) format georeferenced in either NAD 83 Texas
State Plane Coordinate System (US Feet) or in NAD 83 Texas Statewide Mapping
System (Meters). The digital mapping data shall include a single, continuous polygon
record. The following guidance should be adhered to:
a. The digital mapping data must correspond to the same requested area as
shown on the general location and detailed maps. The requested area
must be clearly labeled as either the water or sewer requested area.

b. A shapefile should include six files (.dbf, .shp, .shx, .sbx, .sbn, and the
projection (.prj) file).

¢. The digital mapping data shall be filed on a data disk (CD or USB drive),
clearly labeled, and filed with Central Records. Seven (7) copies of the
digital mapping data is also required.
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Part H: Notice Information

The following information will be used to generate the proposed notice for the application.
DO NOT provide notice of the application until it is found sufficient and the Applicants are ordered to provide notice.

30. Complete the following using verifiable man-made or natural landmarks such as roads, rivers, or railroads to
describe the requested area (to be stated in the notice documents). Measurements should be approximated from the
outermost boundary of the requested area:

The total acreage of the requested area is approximately: 990.00

Number of customer connections in the requested area: 196

Affected subdivision :  Oak Hills Ranch Estates, Oak Hills Ranchettes, Forest Oak Ranches & Ecleto Creek Ranchettes
The closest city or town: La Vernia

Approximate mileage to closest city or town center: 3

Direction to closest city or town: West

The requested area is generally bounded on the North by: Close to Hargett Lane

on the East by: South State Highway 123

on the South by: County Road 436

on the West by: Wishing Star Lane

31. A copy of the proposed map will be available at: At CSWR Texas' offices and upon request.

32, What effect will the proposed transaction have on an average bill to be charged to the affected customers? Take into
consideration the average consumption of the requested area, as well as any other factors that would increase or
decrease a customer’s monthly bill.

All of the customers will be charged the same rates they were charged before the transaction.
D All of the customers will be charged different rates than they were charged before the transaction.
|___| higher monthly bill D lower monthly bill

|:| Some customers will be charged different rates than they were charged before

(i.e. inside city limit customers)
[ ] higher monthly bill [ ] lower monthly bill
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Oath for Transferor (Transferring Entity)

STATE OF __ ] ex44

COUNTY OF f&ﬂédg Iu Pe.

I, . TR being duly swormn, file this application for sale,
R 1& lﬂf\)"Lg 1 ‘ ‘ InNa4 transfer,

merger, consolidation, acquisition, Tease, or
rental, as

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

I further state that [ have been provided with a copy of the 16 TAC § 24.239 Commission rules. ] am also
authorized to agree and do agree to be bound by and comply with any outstanding enforcement orders of

the Texas Commission on Environmental Quality, the Public Utility Commission of Texas or the
Attorney General which have been issued to the system or facilities being acquired and recognize that I
will be subject to administrative penalties or other enforcement actions if I do not comply.

-
)

EFIANT

(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 BEFORE ME, a Notary Public in and for the State of Texas
this day the [, +1 of Recember, 20 |9
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At NOTARY PUBLIC IN AND FOR THE

STATE OF TEXAS

%Cr/‘/a Hé:"f'iﬁbn

PRINT OR TYPE NAME OF NOTARY

My commission expires: JZnM ry Il 2023
— 7
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Oath for Transferee (Acquiring Entity)

STATE OF MO
COUNTY OF St. Louis
1, Josiah Cox being duly sworn, file this application for sale, transfer,
merger, consolidation, acquisition, lease, or rental, as Manager of CSWR-Texas Utility Operating Company, LLC

(owner, member of partnership, title as officer of corporation, or authorized representative)
I attest that, in such capacity, I am qualified and authorized to file and verify such application, am personally familiar with
the documents filed with this application, and have complied with all the requirements contained in the application; and,
that all such statcments made and matters set forth therein with respect to Applicant are true and correct. Statements about
other parties are made on information and belief. 1 further state that the application is made in good faith and that this
application does not duplicate any filing presently before the Commission.

I further state that [ have been provided with a copv of the 16 TAC § 24.239 Commission rules. | am also authorized
to agree and do agree to be bound by and comply with anv outstanding enforcement orders of the Texas Commission
on Environmental Quality, the Public Utility Commission of Texas or the Attorney General which have been issued to
the system or facilities being acquired and recognize that | will be subject to administrative penalties or other
enforcement actions if [ do not comply.

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 BEFORE ME, a Notary Public in and for the State of Missouri

this day the ZQ-)(- of FL\,“A,H\L{ , 2020

SEAL

BRENDA EAVES
Notary Public, Notary Seal

State of Missouri
Srision s 3443450
Commigsion #
My Commission Expires 01-31-2021

A

NOTARY PUBLIC IN AND FOR THE
STATE OF MISSOURI

\ﬁ'VQV\Aa E av<Ls

PRINT OR TYPE NAME OF NOTARY

My commission expires: o) /3/ /2021
¥ 7/
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See Attachments F and G for
information responsive to
Appendix A and Appendix B



14.

15.

16.

ATTACHMENT LIST
Attachment A — Executed Purchase Agreement
Attachment B — CSWR, LLC Corporate Organizational Chart
Attachment C — Current Tariff
Attachment D — List of Customer Deposits (not applicable)

Attachment E — CSWR-Texas Utility Operating Company, LLC Operating Agreement
and Certificates of Account Status

Attachment F — Appendices A & B Historical and Projected Financial Information
(Confidential)

Attachment G — Additional Supporting Financial Information (Highly Sensitive)
Attachment H — Capital Estimates or Capital Improvement Plan (Confidential)

Attachment | — TCEQ Compliance Investigation Report

Attachment I-1 — Correspondence with TCEQ Regarding Compliance (Confidential)
Attachment J — Engineering Memo (Confidential)

Attachment K — Responses to STM Questions

Attachment L — Large Scale Map (Detailed)

Attachment M — Small Scale Map (General Location)

Attachment N — Water Purchase Agreement (not applicable)

Attachment O — Statement of Confidentiality
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AGREEMENT FOR SALE OF UTILITY SYSTEM

THIS AGREEMENT (“Agreement”), is made and entered into this lzmday of
ﬁuﬁ,u <7 , 2019, by and between CENTRAL STATES WATER RESOURCES,
INC., a Missouri corporation, or its affiliate ("Buyer"), and RICHARD W. BILLINGS d/b/a
OAK HILLS RANCH ESTATES WATER COMPANY (“Seller”), collectively (“Parties”).

WITNESSETH:

WHEREAS, Seller has developed and operates, as a regulated water corporation, water

facilities, in the area more particularly described and depicted in the documents attached hereto
as Exhibit “A”, siwnated in Guadalupe County, Texas (hercinafter the “System”); and

WHEREAS, Buyer is a corporation, organized and existing under the constitution and
the laws of the State of Missouri, with all the requisite power necessary to enter into the
transaction described hereinafter; and

WHEREAS, Richard W, Billings in an individual, doing business as Oak Hills Ranch
Estates Water Company in the State of Texas, with all the requisite power necessary to enter into
the transaction described hereinafter; and

WHEREAS, Seller desires to sell, and Buyer desires to purchase, all the assets, property
and real estate connected with the System including, but not limited to, all associated
improvements for the conveyance of water to each of the customets connected to the service area
{(defined further below as “Assets™); and

WHEREAS, the parties have reached an understanding with respect to the sale by Seller
and the purchase by Buyer of all of the Assets (as hereinafter defined) of the System.

NOW, THEREFORE, it is mutually agreed that:

1. SALE OF ASSETS.

For and in consideration of the receipt of the Purchase Price, as set forth below, and the
covenants and promises hereinafter set forth, Seller agrees that on date of the Closing (as
hereinafter defined), Seller shall sell, transfer, assign and deliver to Buyer, or Buyer’s designated
affiliate, all of Seller's then existing assets pertaining to the provision of water service in the
System located in Guadalupe County, in the State of Texas, and related properties, including,
without limitation, the following:

A. The land, improvements thereon, easements, rights of way, permits and leases

-]-
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related to the System area depicted in Exhibit “A” and/or generally described in Exhibit
“B”, attached hereto;

B. All of Seller's water service facilities, equipment, lines, plant, pipes, manholes
and appurtenances;

C. Any machinery and equipment such as meters, tools, devices, mobile work
equipment, and all furniture, fixtures, machinery, supplies and other tangible items, if
any, located in Guadalupe County, Texas, and used or held for use in connection with the
System as generally described in Exhibit “C”, attached hereto;

D. All of Seller's rights, title and interest in and to any franchise agreements,
franchise rights, warranties, contracts, supply contracts, agreements, bonds or other
financial assurances or guaranties, and customer deposits, if any, pertaining to, allocable
to or arising out of the provision of water service in Guadalupe County, Texas as
generally described in Exhibit “D”, attached hereto;

E. All of Seller's inventory, merchandise, contract rights, supplies, goodwill, and
general intangibles including accounts receivable pertaining to the water service, except
accounts receivable accrued prior to the Closing; and

F. All assets not described which are located in Guadalupe County, Texas, and
used or useful to operate the System, excepting therefrom, and from any other assets
described in the paragraphs above of this Section 1, any and all cash, cash equivalents
and banking deposits in existence prior to the Closing.

The assets to be sold and delivered, as above described, are hereinafter collectively
described as the "Assets."
2. CONVEYANCES OF REAL ESTATE.

The real estate to be conveyed by Seller will include all facilities described herein and all

interest of Seller in any water and other utility easements. The real estate will be conveyed by
general warranty deed, in a form satisfactory to Buyer, and will vest marketable title in fact in
the Buyer. Easements shall be assigned by written assignment or other means, in a form
satisfactory to Buyer.

At Buyer’s expense, Buyer shall obtain, at least thirty (30) calendar days prior to the

Closing, a Commitment to issue an Owner's Policy of Title Insurance to Buyer in the amount of

Agreement for Sale of Utility System
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the Purchase Price issued by a company authorized to issue title insurance in the state of Texas,
which policy shall insure the owner's title to be marketable as the same is described and defined
in Title Examination Standards of The Texas Bar (“Title Standards”). After delivery of said title
insurance commitment and Buyer’s completion of the examination and/or review of the
commitment and other relevant title information, Buyer shall notify Seller, in writing, of any
objections thereto (the Parties agreeing that any objection falling within the said Title Standards
shall not constitute a valid objection so long as Seller furnishes affidavits or other papers as
described in such standards in order for the title company to delete the same). If there shall be no
such notice of objection, then any exceptions in such Commitment or deficiencies in the title to
the property noted on such Commitment shall be deemed waived and delivery of a deed in
compliance with the terms of the Commitment shall be deemed compliance with the terms of this
Agreement. If notice of any objections to defects in the title, as defined above, shall be delivered
to Seller, then Seller shall have five (5) business days to correct the title and the Closing shall be
postponed until such time, if necessary. If Seller elects not to, or cannot, correct such defects,
then Buyer, at Buyer’s option, may waive such defects and proceed to close or may cancel the
contract and all obligations hereunder shall be null and void.
3. REGULATORY APPROVAL.

Seller and Buyer agree to make application to the Texas Public Utility Commission and

any other government agency for which approval is required to operate the System for authority
to complete the transfer of the Assets. Buyer and Seller agree to assist the other in this process
when requested to do so. Buyer and Seller shall act diligently and cooperate with each other in
obtaining final approval, if necessary, of the Texas Public Utility Commission and any other
government agency for which approval is required for transfer of Seller's permits, if any.

4. PURCHASE PRICE. Buyer agrees to pay to Seller at the Closing Ten and
00/100 Dollars ($10.00) for purchase of the Assets (“Purchase Price™). Further, in Buyer’s sole

and absolute discretion, Buyer may decide to pay and resolve certain fines and penalties of Seller
at the Closing.

5. CLOSING.

The Closing of the sale shall take place at a mutually agreeable location no later than

forty-five (45) days after the effective date of any necessary regulatory authority approval,

3.
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satisfaction of Seller’s Representations and Warranties and Conditions Precedent set forth herein,
and Buyer having obtained financing under terms acceptable to Buyer in Buyer’s sole discretion,
or at such other time as the parties hereto may mutually agree (the “Closing”). At the Closing,
Seller shall have delivered to Buyer such deeds, bills of sale, endorsements, assignments and
other sufficient instruments of transfer and conveyance as shall be effective to vest in Buyer such
title to the Assets to be sold as provided in this Agreement and as set forth in Section 6.D, and
Buyer will deliver to Seller the Purchase Price. From time to time, at Buyer's request and
expense, whether at or after the Closing and without further consideration, Seller shall execute
and deliver such other instruments of conveyance and transfer and take such other action as
Buyer reasonably may require to more effectively convey and transfer to Buyer any of the Assets
to be sold hereunder, and will assist Buyer in the collection or reduction to possession of such
Assets. Buyer will pay all sales, transfer and documentary taxes, if any, payable in connection
with the sale, transfers and deliveries to be made to Buyer hereunder. All ad valorem real estate
taxes and assessments levied or assessed against the Assets shall be prorated according to the
calendar year as of the Closing based on the most recent tax bill and assessments levied for the
same, and Buyer shall receive a credit against the Purchase Price for the amount of taxes owed
by Seller at the time of the Closing. Buyer shall pay the costs of recording all instruments
required for the Closing to occur, the fees charged by the title company, and Buyer’s attorneys’
fees. Seller shall pay for all attorneys’ fees incurred by Seller.

On the date of the Closing, Buyer shall accept and assume ownership and title to the
Assets to be conveyed hereunder and Buyer shall assume liability, and become responsible, for
all obligations in connection with the Assets going forward, excepting responsibility for any
liabilities and/or obligations of Seller in connection with the Assets that existed prior to the date

of the Closing.
6. SELLER'S REPRESENTATIONS AND WARRANTIES.

The Seller represents and warrants as follows:

A. Organization and Standing of Seller.

Richard W. Billings is an individual, doing business as Oak Hills Ranch Estates
Water Company in the State of Texas and has all the requisite power and authority to sell

the Assets pursuant to the terms of this Agreement.

4
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B. Liabilities.

All liabilities or obligations of Seller, whether accrued, absolute, contingent or
otherwise pertaining to or arising out from the Assets are liabilities and obligations of the
Seller and shall remain the obligations of Seller after the date of the Closing.

C. Absence of Certain Changes.

After Buyer’s inspection and acceptance of the Assets, there shall not be:

i. Any material change in the use of the Assets in connection with the
business or operations of the System;

ii. Any damage, destruction or loss whether or not covered by insurance,
materially and adversely affecting the Assets.

D. Title to Properties.

Within twenty (20) days prior to the Closing and with Buyer’s assistance, Seller
shall have obtained the legal right to transfer all of the Assets. To the best of Seller’s
knowledge, unless Seller has disclosed any information in writing to the Buyer to the
contrary, Seller owns the Assets to be sold under this Agreement, in all cases, free and
clear of all liens, mortgages, pledges, leases, options, rights of first refusal, conditional
sales agreements, encumbrances or other charges, except liens for taxes not yet due or
payable, easements or right of ways, streets, railways, pipelines, electric transmission and
distribution lines, telephone lines, drainage rights and other similar rights or restrictions
of record which do not, either individually or in the aggregate have a materially adverse
effect on the value or utility of the Assets to be sold hereunder.

Notwithstanding, but not in limitation of, the foregoing, Seller agrees to work
with Buyer’s surveyor prior to closing to establish, at Buyer’s expense, the property
boundaries and easement locations and to create a written plat of the distribution and
collection lines showing the location of said lines with respect to lot lines, platted utility
easements, if any, to the extent the same can be shown with reference to such lot lines
and platted utility easements.

Within twenty (20) days prior to the Closing and with Buyer’s assistance, Seller
agrees to have identified any and all interests in land (including easements or license

agreements) it has obtained in connection with its operation and maintenance of the
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System and will provide Buyer or Buyer's representatives copies of the same or a
reference to the book and page number of the records of the Guadalupe County
Recorder's Office where such easements are recorded. The cost of such identification and
any related search being the sole responsibility of the Buyer.

Buyer shall have until twenty (20) calendar days prior to the Closing to
determine: 1) if Seller lacks an easement or other interest necessary for operation of the
System or 2) an easement is defective in title or interest conveyed. If it appears that
Seller lacks a valid easement for any portion of the System, or any easement identified
suffers from a defect in title or interest conveyed, Buyer at its option and in its sole
discretion may: 1) cancel this Agreement, 2) independently negotiate with the owner of
the affected property toward acquisition of the treatment plant and collection lines
easements or other easements, 3) notify Seller that Buyer will cancel the Agreement
unless a necessary easement is acquired or a defect satisfactorily cured or remedied, and
4) undertake any action, which in Buyer's sole and absolute discretion, would correct an
easement or remedy the situation caused by a lack of an easement or proper land interest.
Buyer's failure to cancel this Agreement, however, shall not relieve Seller from any of its
duties of indemnification set forth in subsequent paragraphs herein, nor shall such failure
be construed as Buyer's waiver of any such provisions.

E. Authority to Operate.

The Assets, as described at Section 1 of this Agreement, constitute all of the
assets presently owned by the Seller pertaining to the System. To the best of Seller's
knowledge, the System is being conducted, and as of date of the Closing, will be
conducted in full compliance with requirements of all regulatory bodies exercising
jurisdiction with regard to rates and conditions of service, and with local building and
zoning codes.

F.  Litigation.

There is no litigation or proceeding pending, or to the knowledge of Seller
threatened, against or relating to Seller, the Assets, or the System, nor does Seller know,
or have reasonable grounds to know, of any basis for any such action, or of any

governmental investigation relative to Seller, the Assets, or the System, except as

-6-
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otherwise disclosed to Buyer.

G. No Violation or Breach.

The performance of this Agreement by Seller, including any preconditions or
surviving warranties or representations, is not in violation of any laws, statutes, local
ordinances, state or federal regulations, court orders or administrative order or ruling, nor
is such performance in violation of any loan documents, conditions or restrictions in
effect for financing, whether secured or unsecured.

7. BUYER'S REPRESENTATIONS AND WARRANTIES.

Buyer represents and warrants as follows:

A. Organization and Standing of Buyer.

Buyer is a corporation organized, existing under the constitution and laws of the
State of Missouri in good standing, and has the requisite power to purchase the Assets
which are to be sold pursuant to the terms of this Agreement.

B. Authority.

The execution and delivery of this Agreement by Buyer and the purchase of the
Assets as contemplated hereby have been duly authorized by Buyer, and all necessary
action on the part of Buyer has been taken to authorize the execution and delivery of this
Agreement and to consummate the sale contemplated hereby.
8. CONDITIONS PRECEDENT FOR BUYER TO CLOSE.

All obligations of Buyer under this Agreement are subject to the fulfillment, prior to or at

the Closing, of each of the following conditions:

A. Regulatory Approval.

The Texas Public Utility Commission and any other government agency for
which approval is required to operate the System shall have, to the extent necessary,
authorized or approved the sale, transfer or disposition of the Assets to Buyer from Seller,
the proposed financing, and any schedule of compliance for proposed utility
improvement projects for regulatory compliance deemed necessary by Buyer, each in
form and substance (including without limitation with respect to the terms and conditions

contained in such approval) acceptable to Buyer in Buyer’s sole and absolute discretion.

Agreement for Sale of Utility System



Attachment A
Page 8 of 18

Both Parties shall diligently pursue the required approvals and authorizations
contemplated herein. In the event the Parties are unable to obtain the required regulatory
approval or authorization to complete the transactions contemplated herein, Buyer may
terminate this Agreement by providing written notice to Seller at Buyer’s sole and
absolute discretion.

B. Representations and Warranties True at Closing.

Seiler's representations and warranties contained in this Agreement shall be true at
the time of the Closing as though such representations and warranties were made at such
time.

C.  Performance.

Seller shall have performed and complied with all agreements and conditions
required by this Agreement to be performed or complied with by Seller prior to or at the
Closing; including the payment of all taxes and assessments, or portions thereof,
attributable to periods prior to or ending on the day of the Closing, to include Public
Utility Commission assessments.

D.  Feasibility.

Completion of Buyer's examination, testing and inspection of the Assets, the
securing of any and all licenses, permits or governmental approvals Buyer deems
necessary for Buyer's proposed uses of the Assets, and any other due diligence
determined by the Buyer as necessary in order to determine the feasibility of this
acquisition, the results of any of the foregoing to be satisfactory to Buyer, in its sole and
absolute discretion. For purposes of this Agreement, the period from the date this
Agreement is fully executed by both parties to the date that is twenty (20) days prior to
the Closing, shall be referred to herein as the "Inspection Period." During the Inspection
Period, Buyer, its employees, agents and contractors, shall have the right to enter onto
any property owned by Seller that is related to the operation of the System, as it deems
necessary or desirable, on reasonable prior notice to Seller to perform and complete
architectural, environmental, engineering and/or other surveys, studies, inspections and
tests on the Assets; to review zoning laws and applicable building codes; to obtain all

necessary city, county, and state zoning approval, site plan or subdivision approvals,
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licenses and permits to authorize the uses of the Assets as intended by Buyer.

The Assets shall not have been adversely affected in any material way as a result
of any strike, lockout, accident or other casualty or act of God or the public enemy, or
any judicial, administrative or governmental proceeding.

F. Buyer’s Right to Terminate. If Buyer determines, in its sole and

absolute discretion, that any of the aforementioned conditions have not been met, Buyer
shall have the right to terminate this Agreement at any time prior to the Closing upon

written notice to Seller.
0. CONDITIONS PRECEDENT FOR SFLLER TO CLOSE

All obligations of Seller under this Agreement are subject to the fulfillment, prior to or at

the Closing, of each of the following conditions:

A. Representations and Warranties True at Closing.

Buyer's representations and warranties contained in this Agreement shall be true
at the time of the Closing as though such representations and warranties were made at
such time.

B. Performance.

Buyer shall have performed and complied with all agreements and conditions
required by this Agreement to be performed or complied with by Buyer prior to or at the
Closing.

10. INDEMNIFICATION.

Seller shall, and hereby does agree to indemnify and hold harmless Buyer, at any time
after the Closing against and in respect of:

A. All liabilities or obligations of Seiler, whether accrued, absolute, contingent
or otherwise, and including all liabilities or obligations arising out of the transactions
entered into, or any state of facts existing, prior to the date of Closing, including, without
1iinitation, such liabilities or obligations as are described in paragraph B of Section 6
hereof;

B. Any claim, damage or deficiency resulting from any misrepresentation,

9.
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untrue warranty, breach of warranty, or nonfulfiliment of any agreement on the part of

Seller under this Agreement or from any misrepresentation in or omission from any

certificate or other instrument furnished or to be furnished to Buyer under this

Agreement;

C. Any claim, liability, damage or obligation arising out of or attributable to,
directly or indirectly, the storage or disposal of hazardous waste or materials prior to the
date of the Closing;

D.  All actions, suits, proceedings, demands, assessments, judgments, costs
(including attorney's fees) and expenses incident to any of the foregoing.

Seller shall reimburse Buyer, on demand, for any payment involuntarily made, required
by law to be made, or with the consent of Seller made by Buyer at any time after the date of the
Closing in respect of any liability, obligation or claim to which the indemnity and hold harmless
by Seller contained in this section relates.

11.  FEES AND COMMISSIONS.

Each Party represents that it has not retained any broker or finder and is not paying, and

is not obligated to pay, any finder's fee, commission or other transactional fee in connection with
the transactions contemplated by this Agreement. Each Party shall pay its own fees for
attorneys, accountants, appraisers or others engaged by it in the course of negotiating or
executing this Agreement and in closing and completing the transactions hereunder provided.
Fees for professional advisors retained jointly by the Parties for their mutual benefit shall be
equally divided.

12. HAZARD INSURANCE & CASUALTY LOSS.

Seller shall maintain current hazard insurance in force on the Assets until the Closing.

The risk of loss to the Assets shall pass to Buyer upon delivery of possession of the Assets to
Buyer. If an event of casualty occurs to the Assets prior to the Closing, the Buyer may elect to
either move to the Closing and accept any insurance proceeds as full satisfaction for the damage
to the Assets or the Buyer may terminate this Agreement. Buyer shall notify Seller as to which
option it elects within five (5) days prior to the Closing.

13. BENEFIT.

All of the terms of this Agreement shall be binding upon, and inure to the benefit of, and

-10-
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be enforceable by, the respective legal representatives of Seller, its successors and assigns, and

the successors and assigns of Buyer.
14, GOVERNING LAW.

This Agreement shall be construed and enforced in accordance with the laws of the State

of Texas.
15. COUNTERPARTS.

This Agreement may be executed in one or more counterparts, each of which shall be

deemed an original, but all of which shall constitute one and the same instrument. This
Agreement shall not be binding until executed by all Parties.
16. NO THIRD PARTY BENEFICIARIES.

This Agreement shall not confer any rights or remedies upon any Person other than the

Parties and their respective successors and permitted assigns.
17. ENTIRE AGREEMENT.

This Agreement (including the documents referred to herein) constitutes the entire

agreement among thc Parties and supersedes any prior understandings, agreements or
representations by or among the Parties, written or oral, to the extent they have related in any

way to the subject matter hereof.

18. SUCCESSION AND ASSIGNMENT.

This Agreement shall be binding upon and inure to the benefit of the Parties named
herein and their respective successors and permitted assigns. Buyer shall be permitted to assign
its rights in this Agreement to an affiliated entity that the Buyer controls without need of consent
by the Seller by providing written notice to the Seller of such assignment. Other than the
foregoing permitted assignment, no Party may assign either this Agreement or any of its rights,
interests or obligations hereunder without the prior written approval of Buyer and Seller, said
approval not to be unreasonably withheld.

19. HEADINGS.

The section headings contained in this Agreement are inserted for convenience only and
shall not affect in any way the meaning or interpretation of this Agreement.

20. NOTICES.

All notices, demands, consents, requests or other communications required to or

-11-
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permitted to be given pursuant to this Agreement shall be in writing, shall be given only in
accordance with the provisions of this Section 20, shall be addressed to the parties in the manner
set forth below, and shall be conclusively deemed to have been properly delivered: (a) upon
receipt when hand delivered during normal business hours (provided that, notices which are hand
delivered shall not be effective unless the sending party obtains a signature of a person at such
address that the notice has been received); (b) upon receipt when sent by facsimile if sent
between the hours of 8:00 a.m. and 5:00 p.m. (the recipient’s time) on a business day to the
number set forth below with written confirmation of a successful transmission by the sender’s
facsimile machine; (c) when sent by electronic mail if (1) identified in the subject line as a notice
under this Agreement, (2) sent between the hours of 8:00 a.m. and 5:00 p.m. on a business day to
the email address set forth below, and (3) acknowledged as received by the recipient, by reply or
separate email, (d) upon the day of delivery if the notice has been deposited in an authorized
receptacle of the United States Postal Service as first-class, registered or certified mail, postage
prepaid, with a return receipt requested (provided that, the sender has in its possession the return
receipt to prove actual delivery); or (e) one (1) business day after the notice has been deposited
with FedEx, United Parcel Service or other reliable overnight courier to be delivered by
overnight delivery (provided that, the sending party receives a confirmation of actual delivery
from the courier). The addresses of the parties to receive notices are as follows:
If to Buyer:

Josiah Cox, President

Central States Water Resources, Inc.

500 Northwest Plaza Drive #500

St. Ann, MO 63074

Facsimile: (314) 238-7201
Email: jcox@cswrgroup.com

With a Copy to:

James A. Beckemeier

The Beckemeier Law Firm, LC
13421 Manchester Road, Suite 103
St. Louis, MO 63131

Facsimile: (314) 965-0127

Email: jim@beckemeierlaw.com

-12-
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If to Seller:

Richard W. Billings, d/b/a Oak Hills
Ranch Estates Water Company
PO Box 1866
Seguin, TX 78156-8866
Phone: (830) 391-1590 (cell)
(830) 379-0910 (office)
Facsimile:
Email: Richardbillings1948@gmailcom; Essary802@gmail.com

Any Party may change the address to which notices, requests, demands, claims and other
communications hereunder are to be delivered by giving the other Party notice in the manner
herein set forth.

21. AMENDMENTS AND WAIVERS.

No amendment of any provision of this Agreement shall be valid unless the same shall be

in writing and signed by Buyer and Seller. No waiver by any party of any default,
misrepresentation or breach of warranty or covenant hereunder, whether intentional or not, shall
be deemed to extend to any prior or subsequent default, misrepresentation or breach of warranty
or covenant hereunder or affect in any way any rights arising by virtue of any prior or subsequent
such occurrence.

22. SEVERABILITY.

Any term or provision of this Agreement that is invalid or unenforceable in any situation

in any jurisdiction shall not affect the validity or enforceability of the remaining terms and
provisions hereof or the validity or enforceability of the offending term or provision in any other
situation or in any other jurisdiction.

23. EXPENSES.

Buyer and Seller shall cach bear its own costs and expenses (including legal and
accounting fees and expenses) incurred in connection with the preparation of this Agreement and
activities necessary for the Closing.

24. CONSTRUCTION.

The Parties have participated jointly in the negotiation and drafting of this Agreement. In

13-
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the event an ambiguity or question of intent or interpretation arises, this Agreement shall be
construed as if drafted jointly by the Parties and no presumption or burden of proof shall arise
favoring or disfavoring any Party by virtue of the authorship of any of the provisions of this
Agreement. Any reference to any federal, state, local or foreign statute or law shall be deemed
also to refer to all rules and regulations promulgated thereunder, unless the context requires
otherwise. The word “including” shall mean including without limitation.

25. INCORPORATION OF EXHIBITS.

The Exhibits identified in this Agreement are incorporated herein by reference and made
a part hereof.

26. DEFAULT; ATTORNEY’S FEES.

If either Party shall default in their performance under this Agreement, which default
results in the expenditure of attorneys’ fees to enforce the terms of this Agreement or to recover
damages for breach of this contract, then the prevailing party shall be entitled to receive their
reasonable and actually incurred attorneys’ fees and costs in addition to any other damages that
the Party is entitled to recover at law or in equity.

27. AUTHORITY TO EXECUTE. Each person whose signature appears hereon
represents, warrants and guarantees that he or she has been duly authorized and has full authority
to execute this Agreement on behalf of the party on whose behalf this Agreement is executed.

IN WITNESS WHEREQF, the Parties have duly executed this Agreement as of the day

and year first above written.

SELLER:

.

et Wil "t

RICHARD W. BILLINGS., d/b/a
QOak Hills Ranch Estates Water Company

BUYER:

CENTRAL STATES WATER
RESOURCES, INC.

By:

Josiah Cox, President
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EXHIBIT “4”

Service Arca Description
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EXHIBIT “B”

Description of Land, Improvements thereon, Easements, Rights of Way, Permits and Leases

(The legal description(s) of the Land. Improvements thereon. Easements, Rights of Way shall be determined by
survey and title commitments, which shall be inserted prior to the Closing).
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EXHIBIT “C”

Personal Property and Equipment
(meters, tools, devices, mobile work equipment, furniture, fixtures, machinery, supplies, and other tangible items)

Description Balance of Associated Debt & Lender Information
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EXHIBIT “D”

Rights Via Agreements, Contracts, Misc.
(franchise agreements, franchise rights, warranties, contracts, supply contracts, agreements, bonds and/or other
financial assurances and customer deposits)

-18-
Agreement for Sale of Ulility System



Attachment B



Central States Water Resources Corporate Entity Organizational Chart
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WATER UTILITY TARIFF
Docket Numbers: 46019

Richard Billings dba

Qak Hill Ranch Estates Water Company P.O. Box 1866
(Utility Name) (Business Address)
Seguin, Texas 78155 (830) 379-0910
(City, State, Zip Code) (Area Code/Telephone)

This tariff is effective for utility operations under the following Certificate of Convenience and Necessity:
12051

This tariff is effective in the following county:

Guadalupe

This tariff is effective in the following cities or unincorporated towns (if any):

None

This tariff is effective in the following subdivisions or systems:

Oak Hill Ranch Estates

Oak Hill Ranchettes
Forest Oak Unit 1 and 2

The above utility lists the following sections of its tariff (if additional pages are needed for a section, all
pages should be numbered consecutively):

TABLE OF CONTENTS
SECTION 1.0 = RATE SCHEDULE ..ottt e e 2
SECTION 2.0 — SERVICE RULES AND POLICIES .....cc.coooiiiiiiiiiiiiiiin s 4
SECTION 3.0 — EXTENSION POLICY ...ttt et e 10

APPENDIX A — DROUGHT CONTINGENCY PLAN
APPENDIX B — APPLICATION FOR SERVICE
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Richard Billings dba Water Tariff Page 2
Oak Hill Ranch Estates Water Company
SECTION 1.0 -- RATE SCHEDULE
Section 1.01 - Rates
Meter Size Monthly Minimum Charge Gallonage Charge
5/8" $18.28 (Includes 2000 gallons) $1.52 per 1000 gallons. Residential
3/4" $18.28
1" $32.50
14" $72.11
2" $123.92
3" $279.32
4" $486.52
6" $1108.13

FORM OF PAYMENT: The utility will accept the following forms of payment:

Cash X, Check X, Money Order X , Credit Card ___, Other (specify)
THE UTILITY MAY REQUIRE EXACT CHANGE FOR PAYMENTS AND MAY REFUSE TO ACCEPT
PAYMENTS MADE USING MORE THAN $1.00 IN SMALL COINS. A WRITTEN RECEIPT WILL BE GIVEN
FOR CASH PAYMENTS.

REGULATORY ASSESSMENT ..ottt ettt e sveeen e sttt e st esneasneasebanes 1.0%
PUC RULES REQUIRE THE UTILITY TO COLLECT A FEE OF ONE PERCENT OF THE RETAIL MONTHLY
BILL AND TO REMIT THE FEES TO THE TCEQ.

Section 1.02 - Miscellaneous Fees

TAP FEE... oottt ettt ettt ettt e e st e e oo ae e $400.00
TAP FEE COVERS THE UTILITY'S COSTS FOR MATERIALS AND LABOR TO INSTALL A STANDARD
RESIDENTIAL 5/8" or 3/4" METER. AN ADDITIONAL FEE TO COVER UNIQUE COSTS IS PERMITTED IF

LISTED ON THIS TARIFF.

TAP FEE (UNIGUE COSES) -.nvenuieuieiiiuieieeciaiesiteeeeteseteesesseaasassaeseensasseseesssessasseensesseensessseessenses Actual Cost
FOR EXAMPLE, A ROAD BORE FOR CUSTOMERS OUTSIDE OF SUBDIVISIONS OR RESIDENTIAL
AREAS.

METER RELOCATION FEE Actual Relocation Cost, Not to Exceed Tap Fee

THIS FEE MAY BE CHARGED IF A CUSTOMER REQUESTS THAT AN EXISTING METER BE RELOCATED.

METER TEST FEE ...ttt sttt et ee e e $25.00
REQUESTS A SECOND METER TEST WITHIN A TWO-YEAR PERIOD AND THE TEST INDICATES THAT
THE METER IS RECORDING ACCURATELY. THE FEE MAY NOT EXCEED $25.
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Richard Billings dba Water Tariff Page 3
Oak Hill Ranch Estates Water Company

SECTION 1.0 -- RATE SCHEDULE (Continued)

RECONNECTION FEE
THE RECONNECT FEE MUST BE PAID BEFORE SERVICE CAN BE RESTORED TO A CUSTOMER WHO
HAS BEEN DISCONNECTED FOR THE FOLLOWING REASONS (OR OTHER REASONS LISTED UNDER
SECTION 2.0 OF THIS TARIFF).

a) Non-payment of bill (Maximum $25.00) .......ccccieecviniiiiiiierreeree e eee s $25.00
b) CUSEOMET™S TEQUEST ....eeeeeieteiiereeieeeeteeraesessessteeebestesseessabesssesreesseesserssonsessnssreeas $0.00
LATE CHARGE (EITHER $1.00 OR 5% OF THE BILL)......c.coooviiiieiiieeeeeeeeeeeeeeeee e 5%

A ONE-TIME PENALTY TO BE CHARGED ON DELINQUENT BILLS. A LATE CHARGE MAY NOT BE
APPLIED TO ANY BALANCE TO WHICH THE PENALTY WAS APPLIED IN A PREVIOUS BILLING.

RETURNED CHECK CHARGE .....oooiiiie ettt ettt sanaa e $10.00
RETURNED CHECK CHARGES MUST BE BASED ON THE UTILITY"S DOCUMENTABLE COST.

CUSTOMER DEPOSIT RESIDENTIAL (Maximum $50) ......c.ccocviiiieiiieiieeiceneeeereee e $50.00

COMMERCIAL & NON-RESIDENTIAL DEPOSIT .............. 1/6TH OF ESTIMATED ANNUAL BILL

CAPITAL CONTRIBUTION FEE.
A CONTRIOBUTION IN AID OF CONSTYRCUTCTION MAY BE CHARGED TO DEVELOPERS OF
SUBDIVISION OR LAND DEVELOPMENTS OR TO COMMERCIAL, INDUSTRIAL, OR WHOLESALE,
CUSTOMERS FOR PROVIDING THE DEVELOPMENT WITH FACILITIES FOR STORAGE, TREATMENT OR
TRANSMISSION FACILITIES.

GOVERNMENTAL TESTING, INSPECTION AND COSTS SURCHARGE
WHEN AUTHORIZED IN WRITING BY PUC AND AFTER NOTICE TO CUSTOMERS, THE UTILITY MAY
INCREASE RATES TO RECOVER INCREASED COSTS FOR INSPECTION FEES AND WATER TESTING. [16
TAC 24.21(h)]

LINE EXTENSION AND CONSTRUCTION CHARGES:
REFER TO SECTION 3.0--EXTENSION POLICY FOR TERMS, CONDITIONS, AND CHARGES WHEN NEW
CONSTRUCTION IS NECESSARY TO PROVIDE SERVICE.
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SECTION 2.0 -- SERVICE RULES AND POLICIES

The utility will have the most current Public Utility Commission of Texas (PUC or Commission) Chapter
24 Rules, available at its office for reference purposes. The Rules and this tariff shall be available for
public inspection and reproduction at a reasonable cost. The latest Rules or commission approved
changes to the Rules supersede any rules or requirements in this tariff.

Section 2.01 - Application for Water Service

All applications for service will be made on the utility's standard application or contract form (attached in
the Appendix to this tariff), will be signed by the applicant, any required fees (deposits, reconnect, tap,
extension fees, etc. as applicable) will be paid and easements, if required, will be granted before service is
provided by the utility. A separate application or contract will be made for each service location.

Section 2.02 - Refusal of Service

The utility may decline to serve an applicant until the applicant has complied with the regulations of the
regulatory agencies (state and municipal regulations) and for the reasons outlined in the PUC Rules. In
the event that the utility refuses to serve an applicant, the utility will inform the applicant in writing of the
basis of its refusal. The utility is also required to inform the applicant that a complaint may be filed with
the Commission.

Section 2.03 - Fees and Charges & Easements Required Before Service Can Be Connected

(A) Customer Deposits

If a residential applicant cannot establish credit to the satisfaction of the utility, the applicant may be
required to pay a deposit as provided for in Section 1.02 - Miscellaneous Fees of this tariff. The utility
will keep records of the deposit and credit interest in accordance with PUC Rules.

Residential applicants 65 years of age or older may not be required to pay deposits unless the applicant
has an outstanding account balance with the utility or another water or sewer utility which accrued within
the last two years.

Nonresidential applicants who cannot establish credit to the satisfaction of the utility may be required to
make a deposit that does not exceed an amount equivalent to one-sixth of the estimated annual billings.

Refund of deposit - If service is not connected. or after disconnection of service, the utility will promptly
refund the customer's deposit plus accrued interest or the balance, if any, in excess of the unpaid bills for
service furnished. The utility may refund the deposit at any time prior to termination of utility service but
must refund the deposit plus interest for any residential customer who has paid 18 consecutive billings
without being delinquent.

(B) Tap or Reconnect Fees

A new customer requesting service at a location where service has not previously been provided must pay
a tap fee as provided in Section 1. A customer requesting service where service has previously been
provided must pay a reconnect fee as provided in Section 1. Any applicant or existing customer required
to pay for any costs not specifically set forth in the rate schedule pages of this tariff shall be given a
written explanation of such costs prior to request for payment and/or commencement of construction.
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Oak Hill Ranch Estates Water Company

SECTION 2.0 — SERVICE RULES AND POLICIES (Continued)

If the applicant or existing customer does not believe that these costs are reasonable or necessary, the
applicant or existing customer shall be informed of their right to appeal such costs to the PUC or such
other regulatory authority having jurisdiction over the utility's rates in that portion of the utility's service
area in which the applicant's or existing customer's property(ies) is located.

Fees in addition to the regular tap fee may be charged if listed specifically in Section 1 to cover unique
costs not normally incurred as permitted by P.U.C. SUBST. R. 24.86(a)(1)(C). For example, a road bore
for customers outside a subdivision or residential area could be considered a unique cost.

(C) Easement Requirement

Where recorded public utility easements on the service applicant’s property do not exist or public road
right-of-way easements are not available to access the applicant’s property, the Utility may require the
applicant to provide it with a permanent recorded public utility easement on and across the applicant's real
property sufficient to provide service to that applicant. Such easement(s) shall not be used for the
construction of production, storage, transmission or pressure facilities unless they are needed for adequate
service to that applicant.

Section 2.04 - Utility Response to Applications for Service

After the applicant has met all the requirements, conditions and regulations for service, the utility will
install tap, meter and utility cut-off valve and/or take all necessary actions to initiate service. The utility
will serve each qualified applicant for service within 5 working days unless line extensions or new
facilities are required. If construction is required to fill the order and if it cannot be completed within 30
days, the utility will provide the applicant with a written explanation of the construction required and an
expected date of service.

Except for good cause where service has previously been provided, service will be reconnected within
one working day after the applicant has met the requirements for reconnection.

Section 2.05 - Customer Responsibility

The customer will be responsible for furnishing and laying the necessary customer service pipe from the
meter location to the place of consumption. Customers will not be allowed to use the utility's cutoff valve
on the utility's side of the meter. Existing customers may install cutoff valves on their side of the meter
and are encouraged to do so. All new customers may be required to install and maintain a cutoff valve on
their side of the meter.

No direct connection between a public water supply system and any potential source of contamination or
between a public water supply system and a private water source (ex. private well) will be allowed. A
customer shall not connect, or allow any other person or party to connect, onto any water lines on his
premises.

Section 2.06 - Customer Service Inspections

Applicants for new service connections or facilities which have undergone extensive plumbing
modifications are required to furnish the utility a completed customer service inspection certificate. The
inspection certificate shall certify that the establishment is in compliance with the Texas Commission on
Environmental Quality (TCEQ) Rules and Regulations for Public Water Systems, Section 290.46(j). The
Utility is not required to perform these inspections for the applicant/customer, but will assist the
applicant/customer in locating and obtaining the services of a certified inspector.

Docket Number: 46019
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SECTION 2.0 — SERVICE RULES AND POLICIES (Continued)

Section 2.07 - Back Flow Prevention Devices

No water connection shall be allowed to any residence or establishment where an actual or potential
contamination hazard exists unless the public water facilities are protected from contamination by either
an approved air gap. backflow prevention assembly, or other approved device. The type of device or
backflow prevention assembly required shall be determined by the specific potential hazard identified in
§290.47(i) Appendix 1, Assessment of Hazards and Selection of Assemblies of the TCEQ Rules and
Regulations for Public Water Systems.

The use of a backflow prevention assembly at the service connection shall be considered as additional
backflow protection and shall not negate the use of backflow protection on internal hazards as outlined
and enforced by local plumbing codes. When a customer service inspection certificate indicates that an
adequate internal cross-connection control program is in effect, backflow protection at the water service
entrance or meter is not required.

At any residence or establishment where it has been determined by a customer service inspection, that
there is no actual or potential contamination hazard, as referenced in Section 290.47(i) Appendix I,
Assessment of Hazards and Selection of Assemblies of the TCEQ Rules and Regulations for Public Water
Systems, then a backflow prevention assembly or device is not required. Outside hose bibs do require, at
a minimum, the installation and maintenance of a working atmospheric vacuum breaker.

All backflow prevention assemblies or devices shall be tested upon installation by a TCEQ certified
backflow prevention assembly tester and certified to be operating within specifications. Backflow
prevention assemblies which are installed to provide protection against health hazards must also be tested
and certified to be operating within specifications at least annually by a certified backflow prevention
assembly tester.

If the utility determines that a backflow prevention assembly or device is required, the utility will provide
the customer or applicant with a list of TCEQ certified backflow prevention assembly testers. The
customer will be responsible for the cost of installation and testing, if any, of backflow prevention
assembly or device. The customer should contact several qualified installers to compare prices before
installation. The customer must pay for any required maintenance and annual testing and must furnish a
copy of the test results demonstrating that the assembly is functioning properly to the utility within 30
days after the anniversary date of the installation unless a different date is agreed upon.

Section 2.08 - Access to Customer’s Premises

The utility will have the right of access to the customer's premises at all reasonable times for the purpose
of installing, testing, inspecting or repairing water mains or other equipment used in connection with its
provision of water service, or for the purpose of removing its property and disconnecting lines, and for all
other purposes necessary to the operation of the utility system including inspecting the customer's
plumbing for code, plumbing or tariff violations. The customer shall allow the utility and its personnel
access to the customer's property to conduct any water quality tests or inspections required by law.
Unless necessary to respond to equipment failure, leak or other condition creating an immediate threat to
public health and safety or the continued provision of adequate utility service to others, such entry upon
the customer's property shall be during normal business hours and the utility personnel will attempt to
notify the customer that they will be working on the customer’s property. The customer may require any
utility representative, employee, contractor, or agent seeking to make such entry identify themselves, their
affiliation with the utility, and the purpose of their entry.
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SECTION 2.0 -- SERVICE RULES AND POLICIES (Continued)
All customers or service applicants shall provide access to meters and utility cutoff valves at all times
reasonably necessary to conduct ordinary utility business and after normal business hours as needed to

protect and preserve the integrity of the public drinking water supply.

Section 2.09 - Meter Requirements, Readings, and Testing

One meter is required for each residential, commercial, or industrial connection. All water sold by the
utility will be billed based on meter measurements. The utility will provide, install, own and maintain
meters to measure amounts of water consumed by its customers.

Meters will be read at monthly intervals and as nearly as possible on the corresponding day of each
monthly meter reading period unless otherwise authorized by the Commission.

Meter tests. The utility will, upon the request of a customer, and, if the customer so desires, in his or her
presence or in that of his or her authorized representative, make without charge a test of the accuracy of
the customer's meter. If the customer asks to observe the test, the test will be made during the utility's
normal working hours at a time convenient to the customer. Whenever possible, the test will be made on
the customer's premises, but may, at the utility's discretion, be made at the utility's testing facility. If
within a period of two years the customer requests a new test, the utility will make the test, but if the
meter is found to be within the accuracy standards established by the American Water Works Association,
the utility will charge the customer a fee which reflects the cost to test the meter up to a maximum $25 for
a residential customer. Following the completion of any requested test, the utility will promptly advise
the customer of the date of removal of the meter, the date of the test, the result of the test, and who made
the test.

Section 2.10 - Billing

(A) Regular Billing
Bills from the utility will be mailed monthly unless otherwise authorized by the Commission. The due
date of bills for utility service will be at least sixteen (16) days from the date of issuance.

The postmark on the bill or, if there is no postmark on the bill, the recorded date of mailing by the utility
will constitute proof of the date of issuance. Payment for utility service is delinquent if full payment,
including late fees and the regulatory assessment, is not received at the utility or the utility's authorized
payment agency by 5:00 p.m. on the due date. If the due date falls on a holiday or weekend, the due date
for payment purposes will be the next workday after the due date.

(B) Late Fees

A late penalty of either $5.00 or 10.0% will be charged on bills received after the due date. The penalty
on delinquent bills will not be applied to any balance to which the penalty was applied in a previous
billing. The utility must maintain a record of the date of mailing to charge the late penalty.

(C) Information on Bill

Each bill will provide all information required by the PUC Rules. For each of the systems it operates, the
utility will maintain and note on the monthly bill a local or toll-free telephone number (or numbers) to
which customers can direct questions about their utility service.
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SECTION 2.0 -- SERVICE RULES AND POLICIES (Continued)
(D) Prorated Bills
If service is interrupted or seriously impaired for 24 consecutive hours or more, the utility will prorate the

monthly base bill in proportion to the time service was not available to reflect this loss of service.

Section 2.11- Payments

All payments for utility service shall be delivered or mailed to the utility's business office. If the business
office fails to receive payment prior to the time of noticed disconnection for non-payment of a delinquent
account, service will be terminated as scheduled. Utility service crews shall not be allowed to collect
payments on customer accounts in the field.

Payment of an account by any means that has been dishonored and returned by the payor or payee's bank,
shall be deemed to be delinquent. All returned payments must be redeemed with cash or valid money
order. If a customer has two returned payments within a twelve month period, the customer shall be
required to pay a deposit if one has not already been paid.

Section 2.12 - Service Disconnection

(A) With Notice

Utility service may be disconnected if the bill has not been paid in full by the date listed on the
termination notice. The termination date must be at least 10 days after the notice is mailed or hand
delivered.

The utility is encouraged to offer a deferred payment plan to a customer who cannot pay an outstanding
bill in full and is willing to pay the balance in reasonable installments. However, a customer's utility
service may be disconnected if a bill has not been paid or a deferred payment agreement entered into
within 26 days from the date of issuance of a bill and if proper notice of termination has been given.

Notice of termination must be a separate mailing or hand delivery in accordance with the PUC Rules.

B) Without Notice
Utility service may also be disconnected without notice for reasons as described in the PUC Rules.

Section 2.13 - Reconnection of Service

Utility personnel must be available during normal business hours to accept payments on the day service is
disconnected and the following day unless service was disconnected at the customer's request or due to a
hazardous condition.

Service will be reconnected within 36 hours after the past due bill, reconnect fees and any other
outstanding charges are paid or the conditions which caused service to be disconnected are corrected.
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SECTION 2.0 -- SERVICE RULES AND POLICIES (Continued)

Section 2.14 - Service Interruptions

The utility will make all reasonable efforts to prevent interruptions of service. If interruptions occur, the
utility will re-establish service within the shortest possible time. Except for momentary interruptions due
to automatic equipment operations, the utility will keep a complete record of all interruptions, both
emergency and scheduled and will notify the Commission in writing of any service interruptions affecting
the entire system or any major division of the system lasting more than four hours. The notice will
explain the cause of the interruptions.

Section 2.15 - Quality of Service

The utility will plan, furnish, and maintain production, treatment, storage, transmission, and distribution
facilities of sufficient size and capacity to provide a continuous and adequate supply of water for all
reasonable consumer uses. Unless otherwise authorized by the PUC or TCEQ, the utility will maintain
facilities as described in the TCEQ Rules and Regulations for Public Water Systems.

Section 2.16 - Customer Complaints and Disputes

If a customer or applicant for service lodges a complaint, the utility will promptly make a suitable
investigation and advise the complainant of the results. Service will not be disconnected pending
completion of the investigation. If the complainant is dissatisfied with the utility's response, the utility
must advise the complainant that he has recourse through the PUC complaint process. Pending resolution
of a complaint, the commission may require continuation or restoration of service.

The utility will maintain a record of all complaints which shows the name and address of the complainant,
the date and nature of the complaint and the adjustment or disposition thereof, for a period of two years
after the final settlement of the complaint.

In the event of a dispute between a customer and a utility regarding any bill for utility service, the utility
will conduct an investigation and report the results to the customer. If the dispute is not resolved. the

utility will inform the customer that a complaint may be filed with the Commission.

Section 2.17 - Customer Liability

Customer shall be liable for any damage or injury to utility-owned property shown to be caused by the
customer.
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SECTION 3.0 -- EXTENSION POLICY

Section 3.01 - Standard Extension Requirements

Line Extension and Construction Charges: No Contributions in Aid of Construction may be required of
any customer except as provided for in the approved extension policy.

The Utility is not required to extend service to any applicant outside of its certified service area and will
only do so under terms and conditions mutually agreeable to the Utility and the applicant, in compliance

with PUC rules and policies, and upon extension of the Utility's certified service area boundaries by the
PUC.

The applicant for service will be given an itemized statement of the costs, options such as rebates to the
customer, sharing of construction costs between the utility and the customer, or sharing of costs between

the customer and other applicants prior to beginning construction.

Section 3.02 - Costs Utilities and Service Applicants Shall Bear

Within its certified area, the utility will pay the cost of the first 200 feet of any water main or distribution
line necessary to extend service to an individual residential customer within a platted subdivision.

However, if the residential customer requesting service purchased the property after the developer was
notified in writing of the need to provide facilities to the utility, the utility may charge for the first 200
feet. The utility must also be able to document that the developer of the subdivision refused to provide
facilities compatible with the utility's facilities in accordance with the utility's approved extension policy
after receiving a written request from the utility.

Residential customers will be charged the equivalent of the costs of extending service to their property
from the nearest transmission or distribution line even if that line does not have adequate capacity to serve
the customer. However, if the customer places unique, non-standard service demands upon the system,
the customer may be charged the additional cost of extending service to and throughout their property,
including the cost of all necessary transmission and storage facilities necessary to meet the service
demands anticipated to be created by that property.

Unless an exception is granted by the PUC, the residential service applicant shall not be required to pay
for costs of main extensions greater than 2" in diameter for water distribution and pressure wastewater
collection lines and 6" in diameter for gravity wastewater lines.

Exceptions may be granted by the PUC if:

e adequate service cannot be provided to the applicant using the maximum line sizes listed due to
distance or elevation, in which case, it shall be the utility's burden to justify that a larger diameter
pipe is required for adequate service;

e or larger minimum line sizes are required under subdivision platting requirements or building
codes of municipalities within whose corporate limits or extraterritorial jurisdiction the point of
use is located; or the residential service applicant is located outside the CCN service area.

If an exception is granted, by the PUC, the utility shall establish a proportional cost plan for the specific
extension or a rebate plan which may be limited to seven years to return the portion of the applicant's
costs for oversizing as new customers are added to ensure that future applicants for service on the line pay
at least as much as the initial service applicant.
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SECTION 3.0 -- EXTENSION POLICY (Continued)

For purposes of determining the costs that service applicants shall pay, commercial customers with
service demands greater than residential customer demands in the certified area, industrial, and wholesale
customers shall be treated as developers. A service applicant requesting a one inch meter for a lawn
sprinkler system to service a residential lot is not considered nonstandard service.

If an applicant requires service other than the standard service provided by the utility, such applicant will
be required to pay all expenses incurred by the utility in excess of the expenses that would be incurred in
providing the standard service and connection beyond 200 feet and throughout his property including the
cost of all necessary transmission facilities.

The utility will bear the fuil cost of any over-sizing of water mains necessary to serve other customers in
the immediate area. The individual residential customer shall not be charged for any additional
production, storage, or treatment facilities. Contributions in aid of construction may not be required of
individual residential customers for production, storage, treatment or transmission facilities unless
otherwise approved by the Commission under this specific extension policy.

Section 3.03 - Contributions in Aid of Construction

Developers may be required to provide contributions in aid of construction in amounts sufficient to
furnish the development with all facilities necessary to provide for reasonable local demand requirements
and to comply with TCEQ minimum design criteria for facilities used in the production, transmission,
pumping, or treatment of water or TCEQ minimum requirements. For purposes of this subsection, a
developer is one who subdivides or requests more than two meters on a piece of property. Commercial,
industrial, and wholesale customers will be treated as developers.

Any applicant who places unique or non-standard service demands on the system may be required to
provide contributions in aid of construction for the actual costs of any additional facilities required to
maintain compliance with the TCEQ minimum design criteria for water production, treatment, pumping,
storage and transmission.

Any service extension to a subdivision (recorded or unrecorded) may be subject to the provisions and
restrictions of P.U.C. Subst. R. 24.86(d). When a developer wishes to extend the system to prepare to
service multiple new connections, the charge shall be the cost of such extension, plus a pro-rata charge for
facilities which must be committed to such extension compliant with the TCEQ minimum design criteria.
As provided by P.U.C. Subst. R. 24.85(e)(3), for purposes of this section, commercial, industrial, and
wholesale customers shall be treated as developers.

A utility may only charge a developer standby fees for unrecovered costs of facilities committed to a
developer’s property under the following circumstances:
e Under a contract and only in accordance with the terms of the contract; or
o if service is not being provided to a lot or lots within two years after installation of facilities
necessary to provide service to the lots has been completed and if the standby fees are included
on the utilities approved tariff after a rate change application has been filed. The fees cannot be
billed to the developer or collected until the standby fees have been approved by the commission
or executive director.
e for purposes of this section, a manufactured housing rental community can only be charged
standby fees under a contract or if the utility installs the facilities necessary to provide
individually metered service to each of the rental lots or spaces in the community.

Docket Number: 46019
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SECTION 3.0 -- EXTENSION POLICY (Continued)

Section 3.04 - Appealing Connection Costs

The imposition of additional extension costs or charges as provided by Sections 3.0 - Extension Policy of
this tariff shall be subject to appeal as provided in this tariff. PUC rules, or the rules of such other
regulatory authority as may have jurisdiction over the utility's rates and services. Any applicant required
to pay for any costs not specifically set forth in the rate schedule pages of this tariff shall be given a
written explanation of such costs prior to payment and/or commencement of construction. If the applicant
does not believe that these costs are reasonabie or necessary, the applicant shall be informed of the right
to appeal such costs to the PUC or such other regulatory authority having jurisdiction over the utility's
rates in that portion of the utility's service area in which the applicant's property(ies) is located.

Section 3.05 - Applying for Service

The Utility will provide a written service application form to the applicant for each request for service
received by the Ultility's business offices. A separate application shall be required for each potential service
location if more than one service connection is desired by any individual applicant. Service application
forms will be available at the Utility's business office during normal weekday business hours. Service
applications will be sent by prepaid first class United States mail to the address provided by the applicant
upon request. Completed applications should be returned by hand delivery in case there are questions
which might delay fulfilling the service request. Completed service applications may be submitted by mail
if hand delivery is not possible.

Where a new tap or service connection is required, the service applicant shall be required to submit a
written service application and request that a tap be made. A diagram, map, plat, or written metes and
bounds description of precisely where the applicant desires each tap or service connection is to be made
and, if necessary, where the meter is to be installed, along the applicant's property line may also be
required with the tap request.

The actual point of connection and meter installation must be readily accessible to Utility personnel for
inspection, servicing, and meter reading while being reasonably secure from damage by vehicles and
mowers. If the Utility has more than one main adjacent to the service applicant's property, the tap or
service connection will be made to the Utility's nearest service main with adequate capacity to service the
applicant's full potential service demand. Beyond the initial 200 feet, the customer shall bear only the
equivalent cost of extending from the nearest main. Ifthe tap or service connection cannot be made at the
applicant's desired location, it will be made at another location mutually acceptable to the applicant and
the Utility. If no agreement on location can be made, the applicant may refer the matter to the PUC for
resolution.
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SECTION 3.0 -- EXTENSION POLICY Continued)

Section 3.06 - Qualified Service Applicant

A "qualified service applicant" is an applicant who has: (1) met all of the Utility's requirements for
service contained in this tariff, PUC rules and/or PUC order, (2) has made payment or made arrangement
for payment of tap fees. (3) has provided all easements and rights-of-way required to provide service to
the requested location, (4) delivered an executed customer service inspection certificate to the Utility. if
applicable, and (5) has executed a customer service application for each location to which service is being
requested.

The utility shall serve each qualified service applicant within its certified service area as soon as practical
after receiving a completed service application. All service requests will be fulfilled within the time
limits prescribed by PUC rules once the applicant has met all conditions precedent to achieving "qualified
service applicant" status. If a service request cannot be fulfilled within the required period, the applicant
shall be notified in writing of the delay, its cause and the anticipated date that service will be available.
The PUC service dates shall not become applicable until the service applicant has met all conditions
precedent to becoming a qualified service applicant as defined by PUC rules.

Section 3.07 - Developer Requirements

As a condition of service to a new subdivision, the Ultility shall require a developer (as defined by PUC
rule) to provide permanent recorded public utility easements as a condition of service to any location
within the developer's property.
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APPENDIX A — DROUGHT CONTINGENCY PLAN
(“This page incorporates by reference the utility’s Drought Contingency Plan, as approved and
periodically amended by the Texas Commission on Environmental Quality.”)
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RESTATED OPERATING AGREEMENT OF
CSWR-TEXAS UTILITY OPERATING COMPANY, LLC

THIS OPERATING AGREEMENT (this "Agreement") is signed as of the 13« day
of November, 2019 (the "Effective Date"), by CSWR-TEXAS UTILITY HOLDING
COMPANY, LLC, a Texas limited liability company, as the sole Member of CSWR-
TEXAS UTILITY OPERATING COMPANY, LLC, a Texas limited liability company
(the “Company”).

RECITALS

WHEREAS, on July 16, 2019, the Company was organized a limited liability
company under the laws of Texas pursuant to the Texas Limited Liability Company
Act, Texas Business Organization Code Title 3 Chapter 101 (the “Act”) for the purpose
of, among other things, of investing in and operating water and waste water utilities;

WHEREAS, on September 23, 2019, the Company amended its name to “Yellow
Rose Utility Operating Company, LLC”, October 18, 2019 the Company amended its
name to “Palmwood Water Utility Operating Company, LLC” and on November 13,
2019 the Company amended its name to “CSWR-Texas Utility Operating Company,
LLC”;

WHEREAS, the aforementioned Member desires to restate and adopt this
Operating Agreement setting forth the Member’s desire for the management and
operation of such limited liability company.

NOW THEREFORE, in consideration of the mutual covenants and other good
and valuable consideration, the receipt and legal sufficiency of which are hereby
acknowledged, the Member hereby states as follows:

ARTICLE L
ORGANIZATION

1.1.  Certain Definitions. As used herein, the following terms have the
following meanings:

(a) "Act" is defined in Section 1.2 hereof.

(b)  "Agreement" means this Operating Agreement, as the same may be
amended from time to time.

(c)  "Business Property" means all properties, assets and interests
(whether real or personal, tangible or intangible) now or hereafter owned or held by
the Company.

(d)  "Capital Account" means the Capital Account maintained by the
Company for each Member in accordance with Treasury Regulations Section 1.704-
1(b)(2)(iv), as amended from time to time.
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(e)  "Capital Contributions” means with respect to the Member, the
total amount of money and the fair market value of the other property, if any, to be
contributed to the Company by the Member in accordance with Article IT hereof. The
Member's "Paid-In Capital Contribution” means the amount of the Member's Capital
Contribution actually paid in cash or other property actually contributed to or on behalf
of the Company. With respect to the Company, such terms shall mean the aggregate
Capital Contributions and aggregate Paid-In Capital Contributions, respectively, of the
Member.

(f)  "Capital Transaction” means any of the following items or
transactions: a sale, transfer or other disposition of all or substantially all of the assets of
the Company, condemnation actions, net insurance recoveries (other than for
temporary loss of use), the refinancing of the mortgage or other indebtedness of the
Company. The payment of Capital Contributions by the Member shall not be included
within the meaning of the term "Capital Transaction."

(g)  "Code" means the Internal Revenue Code of 1986, as amended from
time to time, or any successor statute.

(h) "Company" means this limited liability company and any
successors hereto.

(1) "Depreciation" means for each fiscal year, an amount equal to the
depreciation, amortization or other cost recovery deduction allowable with respect to
an asset for such fiscal year. In the event the book value of an asset differs from its
adjusted tax basis at the beginning of such year, then the Depreciation shall be an
amount which bears the same ratio to the fair market value (as may be adjusted
pursuant to Treasury Regulations Section 1.704-1(b)(2)(iv)(f) and (g)) as the
Depreciation determined for federal income tax purposes bears to the beginning
adjusted tax basis.

G) "Dissolution Proceeds" is defined in Section 10.2 hereof.

(k)  "Net Profits" or "Net Losses" for the applicable period means the
gross income of the Company minus (a) all net cash outlays of any kind, whether
capital in nature or not, to the extent the same are not depreciable or amortizable for
federal income tax purposes (or, as the context may require, to the extent the same are
not depreciated or amortized for federal income tax purposes), including, without
limiting the generality of the foregoing, all operating expenses payable by the
Company, salaries, life insurance premiums on policies owned by the Company, and
interest on any Company indebtedness; and (b) all Depreciation allowable for federal
income tax purposes. In the event that such sum is a positive number, it shall be
considered "Net Profits" and if the sum is a negative number, it shall be considered
"Net Losses."

)] "Person” is defined in Section 1.9 hereof.
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(m) "Treasury Regulation(s)" means the Income Tax Regulations
promulgated under the Code, as such Treasury Regulations may be amended or
supplemented from time to time.

1.2.  Formation. The Member has formed the Company under and pursuant to
the provisions of the Act, for the limited purposes and scope set forth in this
Agreement. The Member has filed in the appropriate governmental office(s) Articles of
Organization which conform to the requirements of the Act in order to constitute the
Company as a valid limited liability company under the Act. The costs and expenses
associated with such filing shall be borne by the Company.

1.3. Name. The business and affairs of the Company shall be conducted
solely under the name of "CSWR-Texas Utility Operating Company, LLC", and such
name shall be used at all times in connection with the business and affairs of the
Company; provided that the Member may operate the Company under any other name
necessary or convenient to qualify it to do business in any state or jurisdiction.

1.4. Term. The Company shall continue in existence perpetually, or until
dissolved by the Member under the terms of this Agreement.

1.5. Business of the Company. The business of the Company is to: (i) invest in
and operate water and waste water utilities; (ii) own, finance, hold, manage,
manufacture, sell, exchange or otherwise deal with and dispose of all or any part of the
Business Property; and (iii) transact any and all lawful business for which a limited
liability company may be organized under the Act and exercise all rights and engage in
all activities related thereto (the "Business").

1.6.  Principal Office. The principal office of the Company shall be at 500
Northwest Plaza Drive, Suite 500, St. Ann, MO 63074, or such other location as may be
hereafter determined by the Manager.

1.7.  Registered Office and Registered Agent. The name of the Company's
registered agent for service of process in Texas and the address of the Company’s
registered office in Texas shall be as provided in the Articles of Organization. The
Manager may in his sole discretion and from time to time change the address of the
registered office and the registered agent by filing the documents required by law.

1.8. Articles of Organization and Other Instruments. The Member has
executed or has authorized the execution of the Articles of Organization in accordance
with the Act, and shall execute such other documents and instruments and take all such
other actions as may be deemed by the Manager to be necessary or appropriate to
effectuate and permit the continuation of the Company under the laws of the State of
Texas or the laws of any other state in any other state which the Member deems
necessary or appropriate. The Manager shall, from time to time, take appropriate
action, including the preparation and filing of such other amendments to the Articles of
Organization and other certificates as may be required under the laws of the State of
Texas or any other state, to enable the Company to do business in the State of Texas or
any other state.
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1.9.  Additional Definitions. The definitions in Section 1.1 shall apply equally
to both the singular and plural forms of the terms defined. Whenever the context may
require, any pronoun used herein shall include the corresponding masculine, feminine
and neuter forms. The term "Person” includes individuals, partnerships, corporations,
limited liability companies, trusts, and other associations and entities. The words
"include,” "includes," and "including” shall be deemed to be followed by the phrase
"without limitation." The words "herein," "hereof,”" "hereunder," and similar terms shall

refer to this Agreement, unless the context otherwise requires.

ARTICLE IL
CAPITAL CONTRIBUTIONS

2.1. Initial Capital Contributions. The Member shall make the Capital
Contribution to the Company as reflected on Exhibit A attached hereto and
incorporated herein by reference.

ARTICLE IIL
DISTRIBUTIONS

3.1. Distributions. Except as otherwise requested by the Member or required
by law, cash distributions shall be made to the Member on the following bases at such
time (but at least annually) and in such amounts as the Manager in his sole discretion
shall determine:

(a) Distributions, other than from a Capital Contribution, shall be
made in the following order of priority:

(i)  To the payment of liabilities of the Company then due and
owing to Persons other than the Member;

(i)  To the Member, in an amount equal to the unpaid balance of
principal and accrued interest of any loan by the Member to the Company;

(iii) The balance, if any, shall be distributed to the Member.

(b)  The proceeds of any Capital Transaction and the distribution upon
liquidation under Section 10.2 shall be made in the following order of priority:

(i)  To the payment of liabilities of the Company then due and
owing to Persons other than the Member;

(ii)  To establish such reserves as the Manager in his discretion
determines to be reasonably necessary for any contingent or foreseeable liability or
obligation of the Company; provided, however, that the balance of any such reserve
remaining at such time as the Manager shall reasonably determine shall be distributed
in accordance with subparagraphs (iii) through (v) of this Section 3.1(b);

(iii) To the payment to the Member of an amount equal to the
unpaid balance of principal and accrued interest of any Loan by the Member;
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(iv)  To the Member, an amount equal to its Capital
Contributions reduced (but not below zero) by the amount of all prior distributions to it
under this Section 3.1;

(v)  The balance, if any, shall be distributed to the Member.

3.2.  Distributions to Be Made In Cash. Unless otherwise determined by the
Member, all distributions to the Member shall be made in cash.

ARTICLE IV.
ALLOCATION OF NET PROFITS AND NET LOSSES

4.1. Profits and Losses. Net Profits and Net Losses incurred and/or accrued
shall be allocated to the Member.

ARTICLE V.
ACCOUNTING; RECORDS

5.1.  Accounting Methods. The Company books and records shall be prepared
in accordance with generally accepted accounting principles, consistently applied. All
Federal, state and local tax returns of the Company shall be prepared by the Company's
certified public accountants, under the direction of the Manager.

5.2.  Fiscal Year. The fiscal year of the Company shall be the twelve calendar
month period ending December 31.

53. Tax Status. The Member shall elect such tax status that it deems
appropriate for each tax year by notifying the Manager of such election.

ARTICLE VL
POWERS, RIGHTS AND DUTIES OF THE MEMBER AND MANAGER

6.1.  Restriction of the Member’s Rights to Participate in Management.
Except as otherwise expressly provided herein, the Member shall have no voice in, take
any part in, nor interfere with, the conduct, control, or management of the business of
the Company in its capacity as the Member, nor shall the Member have any authority
or power to act for, or on behalf of, the Company, or to bind the Company in any
respect whatsoever.

6.2.  Member Consent. (a) The affirmative vote, approval or consent of the
Member shall be required to: (i) alter the primary purposes of the Company as set forth
in Section 1.5; (ii) do any act in contravention of this Agreement or cause the Company
to engage in any business not authorized by the Articles of Organization or the terms of
this Agreement; (iii) do any act which would make it impossible to carry on the usual
course of business of the Company; (iv) change or reorganize the Company into any
other legal form; (v) amend this Agreement; (vi) issue an Interest in the Company to
any Person and admit such Person as a Member; (vii) approve a merger or
consolidation with another Person, (viii) change the status of the Company from one in
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which management is vested in the one or more Managers to one in which
management is vested in the Member, or vice versa; (ix) possess any Company
property or assign the rights of the Company in specific Company property for other
than a Company purpose; (x) perform any act (other than an act required by this
Agreement or any act taken in good faith reliance upon counsel's opinion) which
would, at the time such act occurred, subject the Member to liability as a general
partner in any jurisdiction; (xi) operate the Company in such a manner as to have the
Company classified as an "investment company” for purposes of the Investment
Company Act of 1940; (xii) have an order for relief entered against the Company under
applicable federal bankruptcy law; OR (xiii) file a voluntary petition in bankruptcy or a
petition or an answer seeking reorganization or an arrangement with creditors or
taking advantage of any insolvency law or any answer admitting the material
allegations of a petition filed against the Company in any bankruptcy, reorganization
or insolvency proceeding.

(b) The Member shall have the right to replace a Manager of the
Company and name its successor at any time by providing written notice to the

Manager being replaced of such decision in which the successor Manager is also set
forth.

6.3. Manager.

(a)  The Manager shall have the power to do all things necessary or
convenient to carry out the business affairs of the Company. The initial Manager shall
be Central States Water Resources, Inc., a Missouri corporation.

(b)  The Manager shall not have any contractual right to such position
and shall serve until the earliest of (i) the withdrawal of the Manager, or (ii) the
removal of the Manager. The Manager may be removed and replaced in accordance
with the provisions of Section 6.2(b).

(c)  Except to the extent provided herein, the Member hereby agrees
that only the Manager and agents of the Company authorized by the Manager shall
have the authority to bind the Company. The Member shall not take any action to bind
the Company without notifying the Manager of such action. If the Member takes any
action to bind the Company, it shall indemnify and hold harmless the Manager against
any claim, loss, expense or liability (including, without limitation, attorneys' fees and
expenses, whether or not litigation is commenced) incurred by the Manager as a result
of the unauthorized action of such Member.

(d)  The Manager's duty of care in the discharge of the duties of the
Manager to the Company and the Member is limited to discharging his duties pursuant
to this Agreement in good faith, with the care a corporate officer of like position would
exercise under similar circumstances, in the manner he reasonably believes to be in the
best interests of the Company. In discharging his duties, the Manager shall not be
liable to the Company or to the Member for any mistake or error in judgment or for any
act or omission believed in good faith to be within the scope of authority conferred by
this Agreement or by separate written instrument executed by the Member.
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()  The Manager’s compensation shall be established by the Member,
and the Manager shall be entitled to reimbursement of any general overhead expenses
incurred in the regular course of his duties.

6.4. Indemnification

(a) The Company, except as provided in Section 6.4(b), shall
indemnify any Person who is or was a party or is threatened to be made a party to any
threatened, pending or completed action, suit or proceeding, whether criminal, civil,
administrative or investigative, including without limitation any action by or in the
right of the Company, by reason of the fact that he/it was or is a Member or Manager
of the Company or is or was a Member or Manager of the Company who is or was
serving at the request of the Company as a member, manager, director, officer, agent,
employee, partner or trustee of another limited liability company, corporation,
partnership, joint venture, trust or other enterprise; against expenses, including
attorneys' fees, judgments, fines, taxes and amounts paid in settlement, actually and
reasonably incurred by him in connection with such action, suit or proceeding if such
Person's conduct is not finally adjudged to be knowingly fraudulent, deliberately
dishonest or willful misconduct. The right to indemnification conferred in this
paragraph shall be a contract right and shall include the right to be paid by the
Company expenses incurred in defending any actual or threatened civil or criminal
action, suit or proceeding in advance of the final disposition of such action, suit or
proceeding. Such right will be conditioned upon receipt of an undertaking by or on
behalf of the Member or manager to repay such amount if it shall ultimately be
determined that he/it is not entitled to be indemnified by the Company as authorized
in this Article. Such right shall survive any amendment or repeal of this Article with
respect to expenses incurred in connection with claims, regardless of when such claims
are brought, arising out of acts or omissions occurring prior to such amendment or
repeal. The Company may, by action of the Member, provide indemnification to
employees and agents of the Company with the same scope and effect as the foregoing
indemnification of Member and Manager.

(b)  If a claim under Section 6.4(a) is not paid in full by the Company
within thirty (30) days after a written claim has been received by the Company, the
claimant may at any time thereafter bring suit against the Company to recover the
unpaid amount of the claim and, if successful in whole or in part, the claimant shall be
entitled to be paid also the expense, including reasonable attorneys' fees and costs, of
prosecuting such claim. It shall be a defense to any such action (other than an action
brought to enforce a claim for expenses incurred in defending any proceeding in
advance of its final disposition where the required undertaking, if any is required, has
been tendered to the Company) that the claimant has not met the standards of conduct
which make it permissible under the limited liability company law of Texas for the
Company to indemnify the claimant for the amount claimed, but the burden of proving
such defense shall be on the Company. Neither the failure of the Company (including
the Member or independent legal counsel) to have made a determination prior to the
commencement of such action that indemnification of the claimant is proper in the
circumstances because he/it has met the applicable standard of conduct set forth in the
limited liability company law of Texas, nor an actual determination by the Company
(including its Member or independent legal counsel) that the claimant has not met such
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applicable standard of conduct, shall be a defense to the action or create a presumption
that the claimant has not met the applicable standard of conduct.

() The indemnification provided by this Section 6.4 shall not be
deemed exclusive of any other rights to which those seeking indemnification may be
entitled under any agreement, consent of the Member or otherwise, both as to action in
his/its official capacity and as to action in another capacity while holding such office,
and shall continue as to a Person who has ceased to be a Member, Manager, employee,
partner, trustee or agent and shall inure to the benefit of the heirs, executors and
administrators of such a Person.

(d)  The Company may purchase and maintain insurance on behalf of
any Person who is or was a Member, Manager, employee or agent of the Company, or
is or was serving at the request of the Company as a member, manager, director,
officer, employee, partner, trustee or agent of another limited liability company,
corporation, partnership, joint venture, trust or other enterprise against any liability
asserted against him and incurred by him in any such capacity or arising out of his/its
status as such, whether or not the Company would have the power to indemnify him
against such liability under the provisions of this Section 6.4.

(e)  For the purposes of this Section 6.4, references to the Company
includes the resulting or surviving entity in any merger or consolidation so that any
Person who is or was a Member, Manager, employee or agent of such a constituent
entity or is or was serving at the request of such constituent entity as a member,
manager, director, officer, employee, partner, trustee or agent of another limited
liability company, corporation, partnership, joint venture, trust or other enterprise shall
stand in the same position under the provisions of this Section 6.4 with respect to the
resulting or surviving entity as he/it would if he/it had served the resulting or
surviving entity in the same capacity.

(f)  For purposes of this Section 6.4, the term "other enterprise” shall
include employee benefit plans; the term "fines" shall include any excise taxes assessed
on a Person with respect to any employee benefit plan; and the term "serving at the
request of the Company" shall include any service as a member, manager, director,
officer, employee, partner, trustee or agent of, or at the request of, the Company which
imposes duties on, or involves services by, such member, manager, director, officer,
employee, partner, trustee or agent with respect to an employee benefit plan, its
participants, or beneficiaries.

(g)  In the event any provision of this Section 6.4 shall be held invalid
by any court of competent jurisdiction, such holding shall not invalidate any other
provision of this Section 6.4 and any other provisions of this Section 6.4 shall be
construed as if such invalid provision had not been contained in this Section 6.4. In any
event, the Company shall indemnify any Person who is or was a Member or Manager
of the Company, or is or was a Member or Manager of the Company who is or was
serving at the request of the Company as a member, manager, director, officer, agent,
employee, partner or trustee of another limited liability company, corporation,
partnership, joint venture, trust or other enterprise, to the full extent permitted under
Texas law, as from time to time in effect.
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6.5. Liability of the Member. The Member shall not be liable as such for the
liabilities of the Company. The failure of the Company to observe any formalities or
requirements relating to the exercise of its powers or management of its business or
affairs under this Agreement or the Act shall not be grounds for imposing personal
liability on the Member or a Manager for liabilities of the Company.

ARTICLE VIIL
DETERMINATIONS BY THE MEMBER

7.1.  Actions by the Member. The Member shall have the right to take any
action set forth herein in accordance with the terms of the Agreement. In addition, if
the Member determines that it wants to take an action that is not expressly granted to it
within this Agreement, it shall take such action only after notifying the Manager in
writing of the intended action.

ARTICLE VIIIL
ACTIONS OF THE MANAGER

8.1.  Actions by the Manager. The Manager shall decide any question related
to the operations of the Company, unless the question is one upon which, by express
provision of the Act, the Articles of Organization or this Agreement, the Member is
required to consent, in which case such express provision shall govern and control the
decision on such question.

ARTICLE IX.
TRANSFER OF MEMBER’S INTEREST

9.1. Transfer of Member’s Interest. The Member shall have the right to
transfer all or part of its Interest to another Person upon such terms that the Member
deems acceptable. Prior to the effective date of the transfer of all or part of the Interest,
the Member must notify the Manager of the transfer in writing.

9.2. Effect of Assignment; Documents. All Interests in the Company
transferred pursuant to the provisions of this Article shall be subject to the restrictions
and obligations set forth in this Agreement. As a condition to any Person being
admitted as an additional Member or a substituted Member, such Person must execute
this Agreement and agree to be bound by all of its terms and provisions as a
substituted Member or additional Member.

ARTICLE X.
DISSOLUTION OF THE COMPANY

10.1. Dissolution Acts.

(a) No act, thing, occurrence, event or circumstance shall cause or
result in the dissolution of the Company except that the happening of any one of the
following events shall work as an immediate dissolution and termination of the
Company:
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(i) A determination by Member to dissolve and terminate the
Company; and

(ii) The event of the death of the Member.

(b)  Without limiting the other provisions hereof, the transfer of all or
any part of a Member's Interest, in accordance with the provisions of this Agreement or
the admission of a new Member, shall not work the dissolution of the Company.

10.2. Distribution of Proceeds on Dissolution; Reserves. Upon the dissolution
and termination of the Company, a the Member or such other Person designated by the
Member (the "Winding-Up Member") shall file a Notice of Winding Up pursuant to the
Act and shall proceed with the liquidation and termination of the Company as
promptly as possible, but in an orderly and businesslike manner so as not to involve
undue sacrifice, and the proceeds therefrom and any other funds and assets of the
Company (the "Dissolution Proceeds"), shall be applied and distributed pursuant to the
provisions of Section 3.1.b.

ARTICLE XI.
GENERAL

11.1. Notices. Any notice, request, approval, consent, demand or other
communication required or permitted hereunder shall be given in writing by (1)
personal delivery, (2) expedited delivery service with proof of delivery, (3) United
States Mail, postage prepaid, registered or certified mail, return receipt requested, or
(4) email or facsimile (provided that such email or facsimile is confirmed as received),
and shall be deemed to have been given and received either at the time of personal
delivery or, in the case of delivery service or mail, as of the date of first attempted
delivery at the last known address, or in the case of email or facsimile, upon receipt.

11.2. Amendments. This Agreement may be amended by a written agreement
of amendment executed by the Member.

11.3. Miscellaneous. Except as herein otherwise specifically provided, this
Agreement shall be binding upon and inure to the benefit of the parties and their
respective heirs, legal representatives, successors and assigns. Captions contained in
this Agreement in no way define, limit, or extend the scope or intent of this Agreement.
If any provision of this Agreement or the application of such provision to any Person or
circumstance shall be held invalid, the remainder of this Agreement, or the application
of such provision to any other Persons or circumstances, shall not be affected thereby.

11.4. Remedies. If the Company or any party to this Agreement obtains a
judgment against any other party by reason of breach of this Agreement or failure to
comply with the provisions hereof, reasonable attorneys' fees as fixed by the court shall
be included in such judgment. No remedy conferred upon the Company or the
Member in this Agreement is intended to be exclusive of any other remedy herein or by
law provided or permitted, but each shall be cumulative and shall be in addition to
every other remedy given hereunder or now or hereafter existing at law or in equity or

10



Attachment E

Page 11 of 14
DocuSign Envelope ID 7A776122-CFE7-4DEB-B2E8-F3F8F35D81DE

by statute. No waiver by the Member or the Company of any breach of this Agreement
shall be deemed to be a waiver of any other breach of any kind or nature and no
acceptance of payment or performance by a Member or the Company after any such
breach shall be deemed to be a waiver of any breach of this Agreement, whether or not
such Member or the Company knows of such breach at the time it accepts such
payment or performance. If the Member has the right herein to approve or consent to
any matter or transaction, such approval or consent may be withheld in the sole
discretion of the Member for any reason or no reason. No failure or delay on the part
of the Member or the Company to exercise any right it may have shall prevent the
exercise thereof by the Member or the Company at any time such other may continue to
be so in default, and no such failure or delay shall operate as a waiver of any default.

11.5. Compliance with Securities Laws. Notwithstanding anything herein
contained to the contrary, no transfer or disposition of Interests in the Company
pursuant to the terms hereof shall be made unless such transfer or disposition complies
in all respects with the provisions of the Securities Act of 1933 and the securities laws of
any and all states with jurisdiction over such transfer or disposition, and the rules and
regulations promulgated thereunder.

11.6. Binding Effect. This Agreement and any amendment hereto made as
provided herein shall be binding upon and inure to the benefit of the Company and its
successors and assigns, and the Member, its heirs, executors, administrators, and legal
or personal representatives.

11.7. Governing Law. This Agreement and the rights of the parties hereunder
shall be governed by and interpreted in accordance with the laws of the State of Texas.

IN WITNESS WHEREOF, the undersigned has executed this Agreement as of
the date first above written.

CSWR-TEXAS UTILITY
HOLDING COMPANY, LLC

DaocuSigned by

Lz

144020DD1440B40C .

By:
Josiah M. Cox, President of

Central States Water Resources, Inc.,

Manager

Agreed and Accepted by:

DocuSigned by

-~

_ b
Josiah 1v11.“\,m8[)’£1f42‘9 1&s1uent of
Central States Water Resources, Inc.,

Manager
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EXHIBIT A
INITIAL CAPITAL CONTRIBUTIONS
Member's Name and Address Member's Interest Capital Contribution
CSWR-Texas Utility 100%. Kept by Company Accountant
Holding Company, LLC
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Corporations Scction
P O.Box 13097
Austin. Texas 7871 1-3697

Ruth R. Hughs

Sccretan of State

Office of the Secretary of State

Certificate of Fact

The undersigned. as Secretary of State of Texas, does hereby certity that on November 12, 2019,
Palmwood Water Utility Operating Company. LLC. a Domestic Limited Liability Company (LLC)
(file number 803367893). changed its name to CSWR-Texas Utility Operating Company, LLC

It 1s further certified that the entity status in Texas is in existence

In testimony whereof. | have hereunto signed my name
officially and caused to be impressed hereon the Seal of
State at my ottice in Austin, Texas on November 19,
2019

Ruth R. Hughs
Secretary of State

Come vt us on the iternet at irps www sos texas gov
Phone; (512) 463-5555 Fax (512)463-5709 Daal; 7-1-1 for Relay Senvices
Prepared by SOS-WEB TID 10267 Document 927933380003
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Franchise Tax Account Status
As of . 11/14/2019 15:54:04

This page is valid for most business transactions but is not sufficient for filings with the Secretary of State

CSWR-TEXAS UTILITY OPERATING COMPANY, LLC
Texas Taxpayer Number 32071353422
Mailing Address 1999 BRYAN ST STE 900 DALLAS, TX 75201-3140

(2] Right to Transact Business in ACTIVE
Texas

State of Formation TX
Effective SOS Registration Date 07/15/2019
Texas SOS File Number 0803367893
Registered Agent Name C T CORPORATION SYSTEM
Registered Office Street Address 1999 BRYAN ST. SUITE 900 DALLAS, TX 75201
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NA
Texas Commission on Environmental Quality
Investigation Report

The TCEQ is committed to accessibility. If you need assistance in accessing this document, please contact oce@tceq.texas.gov

Customer: Richard Billings
Customer Number: CN602894909

Regulated Entity Name: OAK HILLS RANCH WATER
Regulated Entity Number: RN101209914

Investigation # 1578325 Incident Numbers
Investigator: DESHAUNE BLAKE Site Classification GW 51-250 CONNECTION
Conducted: 06/12/2019 -- 08/06/2019 SIC Code: 4971

SIC Code: 4941
NAIC Code: 221310
Program(s): PUBLIC WATER SYSTEM/SUPPLY

Investigation Type: Compliance Investigation Location: 12.8 MI S OF SEGUIN ON SANDY OAKS
DR

Additional ID(s): 0940085

Address: 234 SANDY OAKS DR, Local Unit: REGION 13 - SAN ANTONIO
SEGUIN, TX , 78155 Activity Type(s): PWSCCIGWCM - CCI GW PURCHASE
- COMMUNITY MANDATORY
Principal(s):
Role Name
RESPONDENT RICHARD BILLINGS
Contact(s):
Role Title Name Phone
NOE CONTACT OWNER MR RICHARD Cell (830) 391-1590
BILLINGS Alt (830) 401-5877
Phone
Work (830) 379-0910
NOTIFIED OWNER MR RICHARD Work (830) 379-0910
BILLINGS Cell (830) 391-1590
Alt (830) 401-5877
Phone
REGULATED OWNER MR RICHARD Cell (830) 391-1590
ENTITY BILLINGS Alt (830) 401-5877
CONTACT Phone
Work (830) 379-0910
REGULATED OWNER MR RICHARD Work (830) 379-0910
ENTITY MAIL BILLINGS Cell (830) 391-1590
CONTACT Alt (830) 401-5877

Phone
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Other Staff Member(s):
Role Name
QA Reviewer STACY ANDERSON
Supervisor JOY THURSTON-COOK
Investigator RYAN PIRCHER
Investigator MARCELO SAAVEDRA
Associated Check List
Checklist Name Unit Name
PWS GENERIC VIOLATIONS (35 ITEMS) VIOLATIONS CONTINUED
PWS INVESTIGATION - EQUIPMENT MONITORING AND SAMPLING
MONITORING AND SAMPLING revised 06/2013
PWS STANDARD FIELD STANDARD FIELD

Investigation Comments:
INTRODUCTION

05/22/2019- The investigator scheduled a routine Comprehensive Compliance Investigation (CCI) appointment
with Mr. Richard Billings, Owner, to investigate the Oak Hills Ranch Water public water system (PWS).

06/12/2019 - The investigator conducted the investigation with Mr. Marcelo Saavedra, and Mr. Ryan Pircher,
Texas Commission on Environmental Quality (TCEQ) Mickey Leland Interns. It is noted that no water system
personnel were available during this investigation; however, Mr. Billings unlocked the facilities for inspection. The
investigator took photos during this investigation. The investigator inspected all physical facilities and reviewed
records. Free chlorine residual and pressure checks in the distribution system were performed. The investigator
departed from the water system.

07/17/2019- The investigator completed an Exit Interview Form (EIF) which cited 23 violations and one
additional issue and emailed it to Mr. Billings. Six of the violations are associated to an Administrative Order;
Docket No. 2016-2006-PWS-E, dated 03/12/2018. The entity has failed to comply with the Ordering Provisions
of that Order and is therefore being referred to enforcement.

A Notice of Enforcement letter will be issued to the entity as a result of this investigation.

GENERAL FACILITY AND PROCESS INFORMATION

Oak Hills Ranch Water is classified as a community PWS system serving 197 connections and a population of
approximately 591 people. The system is located at 234 Sandy Oaks Dr., Seguin, Guadalupe County Texas and
consists of:

EP#001: Two well with submersible pumps discharge into two ground storage tanks. Two service pumps take
suction from the ground storage tanks and discharge to distribution through two pressure tanks. Gas
Chlorination is introduced prior to the ground storage tanks. The 44,000-gallon ground storage tank has an
aerator on the top of it.

BACKGROUND

The last CCI was conducted on 08/04/2016, and eight continuing violations that were associated to an
Administrative Order; Docket No. 2013-1350-MLM-E were cited, which resulted in an Order violation. A Notice
of Enforcement was issued on 09/23/2016 and the entity was referred to enforcement.

Enforcement Actions: Enforcement Case Nos. 47244, 49950 and 57121

Agreed Orders and Compliance Agreements: N/A

Enforcement Case No. 47244
06/19/2017- The Texas Commission on Environmental Quality (TCEQ) Enforcement Division issued an
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Interoffice Memorandum advising that the case was being referred to the Litigation Division based on the entity’s
history of noncompliance with commission issued orders for development of an Executive Preliminary Report and
Petition.

Administrative Order dated 03/12/2018; Docket No. 2016-2006-PWS-E was issued for unresolved violations
cited during a 05/22/2013 and 08/04/2016 CCI.

10/17/2018- A Notice of Noncompliance with a Commission Order letter was issued.

Enforcement Case No. 49950
Administrative Order dated 08/24/2015; Docket No. 2015-0098-PWS-E was issued for monitoring and reporting
violations.

Enforcement Case No. 57121
Proposed Administrative Order dated 01/02/2019; Docket No. 2019-0044-PWS-E is proposed for monitoring and
reporting violations.

Complaints and other Compliance Issues: 07/25/2016- A low pressure complaint; Incident No. 240010 was
received. No violations were cited regarding this complaint.

ADDITIONAL INFORMATION

06/11/2019- Mr. Billings contacted the investigator requesting to reschedule the CCI. The investigator advised
that the CCI would have to be conducted as scheduled and requested that as in a previous CCI, he unlock the
facility for inspection if he was not going to be present. Mr. Billings next advised that he had requested that a
Receiver take over the PWS or he wanted someone to buy the PWS. He advised that if neither of the two
happened, that he would have to walk away from the system due to financial hardships.

07/16/2019- The investigation contacted the TCEQ Financial, Managerial, and Technical Assistance program
(FMT) to advise of Mr. Billings request for a Receiver.

07/17/2019- The TCEQ FMT advised that a FMT Assistance Contractor would be assigned to perform a
consolidation assessment.

07/22/2019- The TCEQ San Antonio Region office management contacted the TCEQ ED and recommended citing
order violations.

08/06/2019- The TCEQ ED advised that order violations were to be cited for Docket No. 2016-2006-PWS-E, but
new violations would have to be cited for violations associated to Docket No. 2013-1350-MLM-E.

The investigator searched the Texas Water Development Board Map Viewer database and observed that well logs
for the entity's well were in the database. The violation for well completion data, is being withdrawn. Review of
the photos taken during the CCI indicate that two leaks were observed that were not noted on the EIF. A violation
for failing to maintain watertight conditions will be cited. The investigator also merged the Consumer Confidence
Report compliance documentation violation into the records violation that was cited, and the as-built plan
violation was a duplicate violation. 21 total violations will be cited.

Please see the attached T-NET Data documentation for system specifics. Attached for review are Water System,
Storage Tank, Water Sources, Service Pumps, System Capacities, and Treatment Plants information sheets.
NOE Date: 8/30/2019

OUTSTANDING ALLEGED VIOLATION(S)
ASSOCIATED TO A NOTICE OF ENFORCEMENT
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Track Number: 726321 Compliance Due Date: To Be Determined
Violation Start Date: 3/12/2018

30 TAC Chapter 290.46(j)

ORDER , Ordering Provision No. 2. a. i.
Failure to comply with the Ordering Provisions of Agreed Order Docket No. 2016-2006-PWS-E.

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019

Failure to ensure that Customer Service Inspections (CSIs) are completed prior to providing continuous water
service to new construction, on any existing service when the water purveyor has reason to believe that
cross-connections or other unacceptable plumbing practices exist, or after any material improvement,
connections or additions to the private plumbing facilities, no later than 30 days after the prescribe
implementation date. Agreed Commission Order Docket No. 2016-2006-PWS-E was effective on 03/12/2018
and Ordering Provision No. 2. a. i. was due to be completed by 04/21/2018. During a Comprehensive
Compliance Investigation (CCI) conducted on 06/12/2019, no CSI Certificates were provided. According to Mr.
Richard Billings, Owner, the water system serves 197 connections. It is noted that during the 08/04,/2016 CCI,
the entity was serving 189 connections. The violation remains outstanding.

Track Number: 726323 Compliance Due Date: To Be Determined
Violation Start Date: 3/12/2018

30 TAC Chapter 290.39(e)

30 TAC Chapter 290.39(h)(1)

30 TAC Chapter 290.46(f)(2)

30 TAC Chapter 290.46(f)(3)(D)(i)
30 TAC Chapter 290.46(n)(1)

ORDER , Provision No. 2. a. ii.
Failure to comply with the Ordering Provisions of Agreed Order Docket No. 2016-2006-PWS-E.

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019

Failure compile and begin maintaining properly completed water works operations reports and maintenance
records, including records for exceptions to the requirement for as-built plans and inspections for all water
storage and pressure maintenance facilities no later than 30 days after the prescribe implementation date.
Agreed Commission Order Docket No. 2016-2006-PWS-E was effective on 03/12/2018 and Ordering Provision
No. 2. a. ii. was due to be completed by 04/21/2018. During a Comprehensive Compliance Investigation
conducted on 06/12/2019, no as-built plans for the treatment, pump station, and storage tanks or tank
inspection records for the ground storage and pressure tanks were provided; therefore, the violation remains
outstanding.

Track Number: 726325 Compliance Due Date: To Be Determined
Violation Start Date: 3/12/2018

30 TAC Chapter 290.41(c)(3)(A)
30 TAC Chapter 290.46(n)
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ORDER , Provision No. 2. a. iii.

Failure to comply with the Ordering Provisions of Agreed Order Docket No. 2016-2006-PWS-E.

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019

Failure to begin maintaining on file pertinent information to facilitate the operation and maintenance of the
system’s facilities and equipment, including a sanitary control easement no later than 30 days after the prescribe
implementation date. Agreed Commission Order Docket No. 2016-2006-PWS-E was effective on 03/12/2018
and Ordering Provision No. 2. a. iii. was due to be completed by 04/21/2018. During a Comprehensive
Compliance Investigation conducted on 06/12/2019, sanitary control easements or an exception to the
requirement were not provided for the two wells; therefore, the violation remains outstanding.

Track Number: 726326 Compliance Due Date: To Be Determined
Violation Start Date: 3/12/2018

30 TAC Chapter 290.41(c)(3)(N)

ORDER , Provision No. 2. a. iv.

Failure to provide flow measuring devices for Well Nos. 1 and 2. Failure to comply with TCEQ Agreed Order Docket
No. 2016-2006-PWS-E.

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019

Failure to provide flow measuring devices for Well Nos. 1 and 2 no later than 30 days after the prescribe
implementation date. Agreed Commission Order Docket No. 2016-2006-PWS-E was effective on 03/12/2018
and Ordering Provision No. 2. a. iv. was due to be completed by 04/21/2018. During a Comprehensive
Compliance Investigation conducted on 06/12/2019, Well No. 1 was equipped with a flow meter that was
inoperable and Well No. 2 did not have a flow meter installed; therefore, the violation remains outstanding.

Track Number: 726327 Compliance Due Date: To Be Determined
Violation Start Date: 3/12/2018

30 TAC Chapter 290.45(b)(1)(C)(ii1)

ORDER , Provision No. 2. a. v.
Failure to comply with the Ordering Provisions of Agreed Order Docket No. 2016-2006-PWS-E.

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019

Failure to provide two or more pumps having a minimum total capacity of 2.0 gpm per connection at each pump
station or pressure plane no later than 180 days after the prescribe implementation date. Agreed Commission
Order Docket No. 2016-2006-PWS-E was effective on 03/12/2018 and Ordering Provision No. 2. a. v. was due to
be completed by 09/08/2018. During a Comprehensive Compliance Investigation conducted on 06/12/2019, it
was noted that the entity is serving 197 connection and is required to provide 394 gpm of service pump capacity;
however, the entity provides 300 gpm of service pump capacity and is 31.3% deficient in service pump capacity;
therefore, the violation remains outstanding.
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Track Number: 726328 Compliance Due Date: To Be Determined
Violation Start Date: 3/12/2018

30 TAC Chapter 290.43(c)

ORDER , Provision No. 2, a. vi.
Failure to comply with the Ordering Provisions of Agreed Order Docket No. 2016-2006-PWS-E.

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019

Failure to begin maintaining the ground storage tank in strict accordance with current AWWA standards
including but not limited to providing an overflow on the 10,000-gallon GST no later than 180 days after the
prescribe implementation date. Agreed Commission Order Docket No. 2016-2006-PWS-E was effective on
03/12/2018 and Ordering Provision No. 2. a. vi. was due to be completed by 09/08/2018. During a
Comprehensive Compliance Investigation conducted on 06/12/2019, no overflow was installed on the ground
storage tank and no documentation was provided to indicate that the tank design and construction meet AWWA
standards, nor was an exception to the requirement provided; therefore, the violation remains outstanding.

Track Number: 726329 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.46(1)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to provide an ownership sign.

At the time of the investigation, no ownership sign was provided for the water plant and at well site #2.
30 TAC 290.46(t)-- System ownership. All community water systems shall post a legible sign at each of its
production, treatment, and storage facilities. The sign shall be located in plain view of the public and shall

provide the name of the water supply and an emergency telephone number where a responsible official can be
contacted.

Recommended Corrective Action: Provide a photograph indicating that an ownership sign has been posted
at the water plant.

Additional compliance documentation may be required by Enforcement.

Track Number: 726330 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.46(m)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
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Failure to properly maintain the water system facilities.

At the time of the investigation, the flow meter for well #1 was inoperable, the scale and vent located in the gas
chlorine room was significantly corroded, there was, a wasp nest in the gas chlorine room and a birds nest, birds,
and bird feces inside the pump house, there was excessive rust/corrosion on the pressure tank nearest to the
pump house and the steel ground storage tank, and the barbed wire on the fence at well site #2 was loose.

30 TAC 290.46(m) -- The maintenance and housekeeping practices used by a public water system shall ensure

the good working condition and general appearance of the system's facilities and equipment. The grounds and
facilities shall be maintained in a manner so as to minimize the possibility of the harboring of rodents, insects,

and other disease vectors, and in such a way as to prevent other conditions that might cause the contamination
of the water.

Recommended Corrective Action: Provide photographs and/or a completed work order, receipt or invoice
indicating that the flow meter located on well #1 has been repaired or replaced, the corroded scale and vent in the
gas chlorine have been replaced, the wasp nest, birds nest, bird and bird feces have been removed from the gas
chlorine room and pump house, and that a protective coating has been applied to the pressure tank and ground
storage tank.

Additional compliance documentation may be required by Enforcement.

Track Number: 726331 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.43(d)(2)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to provide the pressure tank with a pressure release device.

At the time of the investigation, it was noted that the pressure release device nearest to the pump house was
capped.

30 TAC 290.43(d)(2)-- All pressure tanks shall be provided with a pressure release device and an easily readable
pressure gauge.

Recommended Corrective Action: Provide a photograph indicating that a pressure release device has been
installed on the pressure tank.

Additional compliance documentation may be required by Enforcement.

Track Number: 726332 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.42(b)(2)(C)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to protect the storage tank from atmospheric contamination.

At the time of the investigation, the screens were missing or torn on the vent of the aerator located on top of the
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44,000-gallon ground storage tank.

30 TAC 290.42(b)(2)(C)-- All processes involving exposure of the water to atmospheric contamination shall
provide for subsequent disinfection of the water ahead of ground storage tanks. Likewise, all exposure of water
to atmospheric contamination shall be accomplished in a manner such that insects, birds, and other foreign
materials will be excluded from the water. Aerators and all other such openings shall be screened with 16-mesh
or finer corrosion-resistant screen.

Recommended Corrective Action: Provide photographs indicating that screens have been replaced on the
ground storage tank aerator vent to prevent atmospheric contamination.

Additional compliance documentation may be required by Enforcement.

Track Number: 726333 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.42(e)(4)(A)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019

Failure to provide a self-contained breathing apparatus (SCBA) or supplied air respirator (SAR) and a bottle of
ammonia solution (NH3) outside of the chlorine room.

At the time of the investigation, no SCBA or SAR and NH3 bottle were provided outside of the gas chlorine room.

30 TAC 290.42(e)(4)(A)-- When chlorine gas is used, a full-face self-contained breathing apparatus or supplied
air respirator that meets Occupational Safety and Health Administration (OSHA) standards for construction and
operation, and a small bottle of fresh ammonia solution (or approved equal) for testing for chiorine leakage shall
be readily accessible outside the chlorinator room and immediately available to the operator in the event of an
emergency.

Recommended Corrective Action: Provide a photograph indicating that an SCBA or SAR and a bottle of
ammonia solution has been obtained and placed outside the gas chlorine room.

Additional compliance documentation may be required by Enforcement.

Track Number: 726334 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.46(v)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to install electrical wiring in accordance with requirements.

At the time of the investigation, the electrical wiring located at the well site #2 was not securely installed in
compliance with a local or national electrical code.

30 TAC 290.46(v)-- Electrical wiring. All water system electrical wiring must be securely installed in compliance
with a local or national electrical code.
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Recommended Corrective Action: Provide a photograph and/or a completed work order, receipt or invoice
indicating that the electrical wiring located at the well site #2 has been securely installed in compliance with a
local or national electrical code to demonstrate compliance.

Additional compliance documentation may be required by Enforcement.

Track Number: 726335 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.46(e)(4)(A)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to acquire the services of a licensed water works operator with a Class "D" or higher.

At the time of the investigation, it was noted that the entity did not have licensed water works operator.

30 TAC 290.46(e)(4)(A)-- Groundwater systems serving no more than 250 connections must employ an
operator with a Class "D" or higher license.

Recommended Corrective Action: Provide documentation in the form of a written and signed contract and
a copy of an adequate water works license indicating the water system is under direct supervision of a licensed
water works operator in accordance with the requirements.

Additional compliance documentation may be required by Enforcement.

Track Number: 726336 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.42()

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to provide an accurate and up-to-date plant operations manual.

At the time of the investigation, no plant operations manual was provided.

30 TAC 290.42(1)-- Plant operations manual. A thorough plant operations manual must be compiled and kept
up-to-date for operator review and reference. This manual should be of sufficient detail to provide the operator
with routine maintenance and repair procedures, with protocols to be utilized in the event of a natural or
man-made catastrophe, as well as provide telephone numbers of water system personnel, system officials, and
local/state/federal agencies to be contacted in the event of an emergency.

Recommended Corrective Action: Provide a copy of plant operations which indicates that it has been
developed in accordance with requirements.
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Track Number: 726337 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.121(a)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to provide a complete and accurate system monitoring plan.

At the time of the investigation, a sampling site list and sampling map for chlorine residual were the only portion
of the monitoring plan that was provided.

30 TAC 290.121(a)-- All public water systems shall maintain an up-to-date chemical and microbiological

monitoring plan. Monitoring plans are subject to the review and approval of the executive director. A copy of
the monitoring plan must be maintained at each water treatment plant and at a central location.

Recommended Corrective Action: Provide a copy of a complete and accurate system monitoring plan which
indicates that is has been developed in accordance with requirements.

Additional compliance documentation may be required by Enforcement.

Track Number: 726338 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.46(m)(1)(A)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to conduct annual tank inspections on the ground storage tanks.

At the time of the investigation, no annual tank inspection had been conducted on the two ground storage tanks.

30 TAC 290.46(m)(1)(A)-- Ground and elevated storage tank inspections must determine that the vents are in
place and properly screened, the roof hatches closed and locked, flap valves and gasketing provide adequate
protection against insects, rodents, and other vermin, the interior and exterior coating systems are continuing to
provide adequate protection to all metal surfaces, and the tank remains in a watertight condition.

Recommended Corrective Action: Provide a copy of the tank inspection forms indicating interior and
exterior tank inspections have been performed on the two ground storage tanks.
Additional compliance documentation may be required by Enforcement.

Track Number: 726339 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.46(m)(1)(B)

Alleged Violation:
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Investigation: 1578325 Comment Date: 08/27/2019
Failure to conduct pressure tank inspections in accordance with requirements.

At the time of the investigation, no annual exterior and five-year interior tank inspection was conducted on the
two pressure tanks.

30 TAC 290.46(m)(1)(B)-- Pressure tank inspections must determine that the pressure release device and
pressure gauge are working properly, the air-water ratio is being maintained at the proper level, the exterior
coating systems are continuing to provide adequate protection to all metal surfaces, and the tank remains in
watertight condition. Pressure tanks provided with an inspection port must have the interior surface inspected
every five years.

Recommended Corrective Action: Provide a copy of the pressure tank inspection forms indicating that the
annual exterior and five-year interior of the two pressure tanks have been inspected.
Additional compliance documentation may be required by Enforcement.

Track Number: 726340 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.46(i)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to adopt a plumbing ordinance, regulations, or service agreement.

At the time of the investigation, no adopted plumbing ordinance, regulations, or service agreement was
provided.

30 TAC 290.46(i)-- Plumbing ordinance. Public water systems must adopt an adequate plumbing ordinance,
regulations, or service agreement with provisions for proper enforcement to insure that neither
cross-connections nor other unacceptable plumbing practices are permitted (See §290.47(b) of this title (relating
to Appendices)). Should sanitary control of the distribution system not reside with the purveyor, the entity
retaining sanitary control shall be responsible for establishing and enforcing adequate regulations in this regard.
The use of pipes and pipe fittings that contain more than 0.25% lead or solders and flux that contain more than
0.2% lead is prohibited for installation or repair of any public water supply and for installation or repair of any
plumbing in a residential or nonresidential facility providing water for human consumption and connected to a
public drinking water supply system. This requirement may be waived for lead joints that are necessary for
repairs to cast iron pipe.

Recommended Corrective Action: Provide a copy of an adopted plumbing ordinance, regulations, or sample
service agreement.

Additional compliance documentation may be required by Enforcement.

Track Number: 726344 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.46(f)(2)

30 TAC Chapter 290.46(f)(3)(A)(1)(1II)
30 TAC Chapter 290.46(f)(3)(A)Gi)(III)
30 TAC Chapter 290.46(f)(3)(A)(iv)

30 TAC Chapter 290.46(f)(3)(B)(iii)

30 TAC Chapter 290.46(f)(3)(D)(i)
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30 TAC Chapter 290.46(£)(3)(D)(vii)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to provide records for review.

At the time of the investigation, records for the amount of chemicals used each week, the volume of water treated
each week (meter readings), the dates dead-end mains are flushed, bacteriological sample analysis, the
disinfectant residual monitoring results from the distribution system (weekly free chlorine residual) and
compliance documentation for the 2017 Consumer Confidence Report (CRR) (Certificate of Delivery) were not
provided.

30 TAC 290.46(f)(2)-- The public water system's operating records must be accessible for review during
inspections and be available to the executive director upon request.

30 TAC 290.46(f)(3)(A)({)(II)-- Systems that serve fewer than 250 connections, serve fewer than 750 people,
and use only groundwater or purchased treated water shall maintain a record of the amount of each chemical
used each week;

30 TAC 290.46()(3)(A)(ii)(TIT)-- Systems that serve fewer than 250 connections, serve fewer than 750 people,
and use only groundwater or purchase treated water shall maintain a record of the amount of water distributed
each week;

30 TAC 290.46(£)(3)(A)(iv)-- the dates that dead-end mains were flushed;

30 TAC 290.46(f)(3)(B)(iii)-- the disinfectant residual monitoring results from the distribution system.
30 TAC 290.46(f)(3)(D)(i)-- the results of microbiological analyses and

30 TAC 290.46(f)(3)(D)(vii)-- Consumer Confidence Report compliance documentation.
Recommended Corrective Action: Provide records from April 2018 through May 2019 of the weekly
chemical usage, meter readings, monthly dead-end main flushing, monthly and as applicable coliform sample

results, weekly distribution free chlorine residual results and CCR compliance documentation for 2017.

Additional compliance documentation may be required by Enforcement.

Track Number: 726347 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 288.20(a)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to provide a drought contingency plan.

At the time of the investigation, no drought contingency plan was provided.

30 TAC 288.20(a)-- A drought contingency plan for a retail public water supplier, where applicable, must
include minimum elements listed in this subsection.

Recommended Corrective Action: Provide a copy of the drought contingency plan which indicates that it
has been developed in accordance with requirements.
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Additional compliance documentation may be required by Enforcement.

Track Number: 726351 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.46(n)(2)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/27/2019
Failure to provide a distribution map.

At the time of the investigation, no distribution map was provided.

30 TAC 290.46(n)(2)-- An accurate and up-to-date map of the distribution system shall be available so that
valves and mains can be easily located during emergencies.

Recommended Corrective Action: Provide a copy of a distribution map that indicates the location of the
valves and mains in accordance with requirements.

Additional compliance documentation may be required by Enforcement.

Track Number: 726485 Compliance Due Date: To Be Determined
Violation Start Date: Unknown

30 TAC Chapter 290.46(m)(4)

Alleged Violation:

Investigation: 1578325 Comment Date: 08/28/2019
Failure to maintain watertight conditions.

At the time of the investigation, the drain line on 10,000-gallon and the raw water sample tap on well #1 were
leaking.

30 TAC 290.46(m)(4)-- All water treatment units, storage and pressure maintenance facilities, distribution
system lines, and related appurtenances shall be maintained in a watertight condition and be free of excessive
solids.

Recommended Corrective Action: Provide a completed work order, receipt or invoice and/or photograph
indicating that the leaking drain line on 10,000-gallon ground and the raw water sample tap on well #1 have been
repaired.

Additional compliance documentation may be required by Enforcement.

Additional Issues

Description Item 7

Additional Comments
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Revised Total Coliform Rule (RTCR) Sample Siting Plan

At the time of the investigation, the entity had no RTCR Sample Siting Plan. The entity needs to ensure that it
develops, keeps on file, and submits its RTCR Sample Siting Plan to the Texas Commission on Environmental Quality
Attn: Drinking Water Quality Team; Public Drinking Water Section (PDWS), Mail Code 155, P.O. Box 13087, Austin,
Texas 78711-3087 or email it to PDWS@tceq.texas.gov. For further assistance contact (512) 239-4691.

40 CFR 141.853 General monitoring requirements for all public water systems. (a) Sample siting plans. (1) Systems
must develop a written sample siting plan that identifies sampling sites and a sample collection schedule that are
representative of water throughout the distribution system not later than March 31, 2016. These plans are subject to
State review and revision. Systems must collect total coliform samples according to the written sample siting plan.
Monitoring required by §8141.854 through 141.858 may take place at a customer's premise, dedicated sampling
station, or other designated compliance sampling location. Routine and repeat sample sites and any sampling points
necessary to meet the requirements of subpart S must be reflected in the sampling plan.

Signed Date

Environmental Investigator

Signed Date

Supervisor

Attachments: (in order of final report submittal)

Enforcement Action Request (EAR) ___Maps, Plans, Sketches

____Letter to Facility (specify type) : __ Photographs

Investigation Report ___ Correspondence from the facility
___Sample Analysis Results ___Other (specify) :

____ Manifests

Notice of Registration
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14. Calculation of Rate Base.

Pursuant to 16 Texas Admin. Code § 24.41(d) and (e), CSWR Texas intends to
request that rate base be set to allow it to earn a return on the difference between the
purchase price paid for the utility assets and the original cost less accumulated
depreciation or, otherwise, based on the net book value of the assets using another
reasonable valuation method. Whether or not there is a difference between the purchase
price paid and the original cost less accumulated depreciation and contributions in aid on
construction is still under review. Currently, the best records for determining net book
value of assets is the current owner's accounting records. However, no records are
available for this system. Accordingly, itis CSWR, LLC's experience that an independent
third-party original cost study would provide the most accurate valuation of distressed
utility assets like those at issue here.

Accordingly, to the extent necessary, CSWR Texas may seek an acquisition or
other adjustment to calculate rate base in its next rate proceeding, using whichever
method the Commission deems appropriate. For instance, in other states, where plant
records for an acquired system were inadequate, CSWR, LLC has relied on real estate
appraisals to value rate base. These appraisals allow adjustments to rate base based on
the value of existing undepreciated land and land rights owned by the selling utility. This
method has resulted in fair, reasonable rate base valuations and reasonable opportunities
to earn a return sufficient to raise the necessary capital to support these systems. It would
provide an efficient, cost-effective alternative to the fair market value approach when the
acquisition involves a smaller system, and it is particularly necessary where the acquiring
entity would be ineligible to participate in the fair market value process. The Company
has not performed an appraisal of the system to determine the appropriate amount of
such adjustment.

In addition, the Company may request to accrue AFUDC and defer depreciation
for post-acquisition improvements in the same way provided for under the proposed fair
market value rule being considered in Docket No. 49813.
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16. Describe, in detail, the anticipated impact or changes in the quality of retail
public utility service in the requested area as a result of the proposed
transaction:

A letter from the TCEQ detailing the results of its most recent compliance
evaluation identified several alleged violations and “Additional Issues” that needed to be
addressed. See Attachment | to this Application.

A preliminary engineering report commissioned by CSWR Texas confirmed many
of the issues identified by the TCEQ. See Attachment J to this Application. Specifically,
the report recommends reworking water wells, replacing the ground storage tank,
installing of additional pumps, and more. The cost of these and other upgrades,
renovations, and repairs is estimated to be over $150,000. Ifit is authorized to acquire
the system, CSWR Texas intends to invest the capital required to make the upgrades,
renovations, and repairs necessary to bring the water system into compliance with TCEQ
regulations and to ensure customers receive safe and reliable service.

CSWR Texas plans to use a contract operator for plant operations, which would
include one or more appropriately qualified and licensed operators. The contract operator
would be responsible for day-to-day inspections, checks, sampling, reporting, and meter
reading. The contract operator also would be responsible for necessary system repairs
(as well as extraordinary issues that arise from time to time) to ensure proper facility
operations. All contractor activities would be tracked inside CSWR Texas’ computerized
maintenance system. A computerized plant monitoring system will integrate repair and
system operations data onto a single water information management platform that
includes all systems operated by CSWR Texas’ affiliates.

CSWR Texas will also use contractors for billing and to provide emergency
answering services for customer calls. The billing contractor will be responsible for
computing, printing, and sending monthly bills to customers and for collecting payments.
The billing contractor’s staff will also field and process customer bill inquiries, make bill
adjustments, deal with customer requests for payment plans, and interact with
Commission Staff regarding billing issues. Billing contractor employees will also be
trained to route customer service complaints and inquiries to the service contractor.

In addition, CSWR Texas will implement operational changes to improve and
enhance customer service. Customers will have access to a 24-hour phone line to report
any utility service issues. Those calls would then be transferred into the computerized
maintenance management system and converted into work orders, which creates a
historical record of all reported service issues. The work order will also ensure contracted
customer service personnel can commence work required to quickly and efficiently
address customer service issues. Second, CSWR Texas will ensure customers served
by the system have access to customer service representatives during normal business
hours to talk about any customer concerns. Additionally, CSWR Texas will establish a
utility-specific webpage and dedicated email address to keep customers informed about
their utility service. Mirroring the relevant utility homepage information, CSWR Texas will
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also implement a dedicated social media page to offer another avenue of communication
with customers about utility matters. The social media account will be manned by
customer service representatives who can quickly answer customer questions. Finally,
CSWR Texas will offer online bill paying options to customers including e-checks, debit
card, and credit cards. Accordingly, and in order to mitigate increases to the cost of
service, CSWR Texas will likely request authority from the Commission for a waiver from
the provisions of 16 Texas Admin. Code § 24.153(d), which requires establishing a local
office for maintaining business records or for purposes of accepting applications for
service and payments to prevent disconnection of service or to restore service after
disconnection for nonpayment, nonuse or other reasons identified in Commission rules.
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17. Describe the transferee’s experience and qualifications in providing
continuous and adequate service. This should include, but not be limited to:
other CCN numbers, water and wastewater systems details, and any
corresponding compliance history for all operations.

CSWR Texas is part of a group of affiliated companies owned by CSWR, LLC. In addition
to its ownership interest, CSWR, LLC and another affiliate, Central States Water
Resources, Inc. (“Central States”), provide operational and managerial oversight and
support for all operating utility affiliates within the group and also provide access to
financial resources necessary to acquire water and wastewater systems and upgrade
those systems as required.

CSWR, LLC, is an established nationally recognized water and wastewater utility that
operates over 176 water and wastewater systems serving over 110,000 customers
through approximately 40,000 connections in four states. To date, CSWR, LLC has spent
over $63 million purchasing, upgrading and modernizing the systems it has acquired.

Since March 2015, affiliates in Missouri, Arkansas, Kentucky and Louisiana have
designed, permitted and completed construction—with the approval of state drinking
water and wastewater regulatory authorities—of approximately $5.5 million of upgrades
and improvements to drinking water systems. Those upgrades and improvements include
construction of ground water storage tanks and drinking water pressurization pump
assemblies, drilling water wells, erecting or rehabilitating well houses, closing failed wells,
blasting/coating water storage tanks, replacing meter pits with new meters, replacing or
repairing numerous water distribution lines, installing numerous isolation valve systems,
installing multiple flush hydrants, repairing hundreds of leaking lines, and constructing or
rehabilitating various other improvements to existing drinking water systems.

For wastewater systems, CSWR Texas-affiliated companies have designed, permitted,
and completed construction of approximately $8.3 million of system improvements.
Those improvements include wastewater line repairs to remedy infiltration and inflow
problems, construction of sewer main extensions, construction and repairs of multiple lift
stations, closures of environmentally-distressed wastewater treatment plants, conversion
of failing wastewater treatment plants into sludge storage/flow equalization and treatment
basins, conversion of failed mechanical systems to I-Fast systems, and construction of
various other improvements to existing wastewater treatment facilities.

Through CSWR, LLC and Central States, CSWR Texas will have access to experienced
technical and managerial expertise and experience not usually available to water systems
of this system’s size. And CSWR, LLC’s business model makes these assets available to
its affiliates at a lower cost than otherwise would be available because of the economies
of scale the affiliated structure is able to achieve for its member utility operating
companies.

The affiliated group of which CSWR Texas is a member has been able to secure an
ongoing commitment from Sciens Capital Management, a Wall Street private equity firm,
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to provide capital necessary to purchase small, oftentimes distressed, systems and then
make investments necessary to bring those systems into compliance with applicable
health, safety, and environmental protection laws and regulations. Similar commitments
were made with respect to equity investments necessary to acquire and improve utility
assets affiliated companies currently own and operate in Missouri, Arkansas, Kentucky,
and Louisiana. As evidenced by acquisitions and improvements made in each of those
states, regulators can rely on such investment commitments. Although Investment is
provided primarily in the form of equity, an affiliate also has committed to make debt
capital available at reasonable rates if CSWR Texas is unable to obtain debt financing
from non-affiliated commercial sources.

Importantly, the regulatory commissions in Missouri, Kentucky, and Louisiana have
recognized the solid track record that CSWR, LLC and its affiliates have established for
acquiring, rehabilitating, maintaining, and operating troubled water and wastewater
systems in each state, and they have expressly found the group has the financial,
technical, and managerial ability necessary to provide reasonable service to the public.



Attachment K
Page 6 of 6

20. How will the proposed transaction serve the public interest?

CSWR, LLC has demonstrated an ability to consolidate small water and wastewater utility
systems and make necessary investments in those systems to ensure that safe, reliable
service is provided to customers. This system is currently in a distressed state and would
benefit from the transition to a stable, long-term management team willing to make
necessary investments to improve the system. As explained in this application:

e CSWR Texas has access to much needed capital that it will use to make
reasonable, prudent, and timely investments to bring the system back into
compliance with all applicable rules and regulations;

o Through its affiliates, CSWR Texas has access to experienced technical and
managerial expertise and experience not usually available to systems of this size
and at a lower cost than otherwise would be available because of the economies
of scale the affiliated structure is able to achieve;

e CSWR Texas will implement new management and customer service systems and
practices that will greatly improve the level of service to customers;

e CSWR Texas will seek to consolidate and regionalize this system with other
systems it acquires in order to pool financial, managerial, and technical resources
that achieve economies of scale or efficiencies of service;

o CSWR Texas will operate the systems to ensure they are in compliance with all
environmental regulations; and

e the purchase price reflects the lowest agreeable negotiated price between the
parties.

In summary, CSWR Texas and its affiliates have the financial, technical, and managerial
ability to acquire, own, and operate the system in a manner that fully complies with
applicable health, safety, and environmental protection laws and regulations and provides
reliable, safe, and adequate service to customers. CSWR Texas is prepared to invest
capital required to remedy all outstanding and future issues in the systems. It also will
implement management and customer service systems and practices that will greatly
improve the level of service to customers. Accordingly, the system will become a part of
a financially stable and technically sound utility, and customers will receive higher quality
and more reliable service. Also, by adopting current rates and tariffs, CSWR Texas will
ensure the proposed acquisition has no negative impact on the system’s customers. In
addition, because CSWR Texas will operate as a public utility, customers will be assured
the system’s future operations will be scrutinized by the Commission and its staff so that
its cost of service and rates are fair and reasonable.
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Pursuant to 16 TAC § 24.229(a), Oak Hills Ranch has been serving customers in an area
contiguous to its service since at least the 1990s. This area is labeled in the attached map (Page 2
of this attachment) as Ecleto Creek Ranchettes. Original mapping of the area was lost in a fire
several years ago. A comparison of the attached map to the Commission’s Water and CCN View
map (Page 3 of this attachment) shows the differences between the certificated service area and

the area in which Oak Hills Ranch has been serving additional customers since at least the 1990s.

Based on the information provided by the seller, Oak Hills Ranch’s service to customer in
this areas complies with 16 TAC § 24.229(a) because it constitutes an extension into territory
contiguous to that already served by the retail public utility, is within one quarter mile of the outer
boundary of its existing certificated service area, is not receiving similar service from another retail

public utility. and is not located inside another retail public utility’s certificated service arca.
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Statement of Confidentiality

Pursuant to the Commission’s standard protective order, CSWR-Texas Utility Operating
Company, LLC (“CSWR Texas”) is designating certain materials filed as part of its application as
Protected Materials. The undersigned counsel for CSWR Texas has reviewed the information
sufficiently to state in good faith that the information is exempt from public disclosure under the
Public Information Act and merits the Protected Materials designation or Highly Sensitive
Protected Material designation given below.

Confidential Attachment F contains the consolidated financial statements of CSWR, LLC
and subsidiaries, including an independent auditor’s report. This information is not publicly
available, is commercially sensitive, and public disclosure of the information would cause
substantial competitive harm to CSWR Texas and its subsidiaries. Any other entity that seeks to
acquire water utilities in Texas and elsewhere could use the financial information to its competitive
advantage, to the detriment of CSWR, LLC and its subsidiaries. Accordingly, the information
contained in Attachment F is exempt from public disclosure under Tex. Gov’t Code §§ 552.101,
552.104 and 552.110 and merits the Protected Material information.

Highly Sensitive Attachment G contains projected financial information for the acquired
system, including information from which the purchase price could be ascertained; consolidated
financial statements for CSWR Texas’s parent company, CSWR, LLC, and its subsidiaries;
combined financial projections for other systems that CSWR Texas is in the process of acquiring;
and information regarding CSWR, LL.C’s financial positions. This information is not publicly
available, is commercially sensitive, and public disclosure of the information would cause
substantial competitive harm to CSWR, LLC and its subsidiaries, including CSWR Texas. Any
other entity that seeks to acquire water utilities in Texas and elsewhere could use the financial
information to its competitive advantage, to the detriment of CSWR, LLC and its subsidiaries.
Accordingly, the information contained in Attachment G is exempt from public disclosure under
Tex. Gov’t Code §§ 552.101, 552.104 and 552.110 and merits the Protected Material information.

Confidential Attachment H contains engineering assessments and a capital improvement
plan that is deemed by a third-party engineering firm to be proprietary information. Public
disclosure of the information would cause substantial competitive harm to the engineering firm by
allowing other engineering companies to copy the firm's methods and analyses. Public disclosure

could also negatively impact the engineering firm's willingness to perform services for CSWR

1
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Texas in the future. Accordingly, the information contained in Confidential Attachment H is
exempt from public disclosure under Tex. Gov’t Code §§ 552.101 and 552.104.

Confidential Attachment I-1 contains correspondence between the TCEQ and the
Company that reveals the identity of potential acquisitions by CSWR Texas that are not otherwise
publicly available. This information is not publicly available, is commercially sensitive. and
public disclosure of the information would cause substantial competitive harm to CSWR Texas
and its affiliates. Accordingly. the information contained in Confidential Attachment I-1 is exempt
from public disclosure under Tex. Gov’t Code §§ 552.101 and 552.104.

Confidential Attachment J is an engineering report that is the proprietary information of a
third-party engineering firm. Public disclosure of the information would cause substantial
competitive harm to the engineering firm by allowing other engineering companies to copy the
firm’s methods and analyses. Public disclosure could also negatively impact the engineering
firm’s willingness to perform services for CSWR Texas in the future. Accordingly, the
information contained in Confidential Attachment J is exempt from public disclosure under Tex.

Gov’t Code §§ 552.101 and 552.104.

R Dle¥

Evan D. Johnson &

ATTORNEY FOR CSWR, LLC
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