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PUC DOCKET NO. 52090

PETITION BY REDBIRD § BEFORE THE
DEVELOPMENT, LLC FOR §

EXPEDITED RELEASE §

FROM WATER CCN NO. 11052 § PUBLIC UTILITY COMMISSION
HELD BY DOBBIN PLANTERSVILLE §

WATER SUPPLY CORPORATION § OF TEXAS

A » pP

MY LA AR AN LA . §
MOTION FOR REHEARING

Dobbin Plantersville Water Supply Corporation (“Dobbin Plantersville” or “CCN
holder”) files this Motion for Rehearing pursuant to PUC Rule 22.264 and Texas Government
Code Chapter 2001 requesting that the Public Utility Commission of Texas (the
“Commission”) reconsider its Order granting Redbird Development, LLC’s (“Redbird” or
“Petitioner™) Petition for Expedited Release from Water CCN No. 11052 held by Dobbin
Plantersville and deny the Petition. In support thereof, Dobbin Plantersville would
respectfully show as follows:

I. INTRODUCTION

On October 12, 2021, the Commissioners signed an Order in the above-referenced
docket granting the Petition (the “Order”) [Docket 52090 at Item 47], which amended Dobbin
Plantersville’s water CNN No. 11052 to remove a 372.2-acre tract of land (“Release
Property” or “Redbird Property”). This Motion for Rehearing is timely filed pursuant to PUC
Rule 22.264 and Texas Government Code§ 2001.146.

Dobbin Plantersville respectfully requests the Commission reconsider the Order and
deny Redbird's Petition. Specifically, Dobbin Plantersville requests the Commission to
reconsider the Findings of Fact and Conclusions of Law set forth below in Arguments and
Authorities.

The Release Property identified in Redbird's Petition is receiving water service from
Dobbin Plantersville under applicable law and the Order should be reconsidered and Redbird's
Petition denied. Under Texas Water Code section 13.2541(b) a petition for streamlined expedited
release may only be filed by a person whose property “is not receiving water or sewer service.”

Tex. Water Code § 13.2541(b). The Water Code defines “service” broadly as including “any
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act performed, anything furnished or supplied, and any facilities or lines committed or used
by a retail public utility in the performance of its duties [under Chapter 13] .. ..” Tex. Water
Code § 13.002(21) (emphasis added). Dobbin Plantersville’s evidence demonstrates that it has
water facilities committed to the Release Property showing that the Release Property is
receiving water service. Redbird has presented no credible evidence disputing the facts
presented by Dobbin Plantersville. The undisputed evidence demonstrated that Dobbin
Plantersville has committed or dedicated facilities or lines for providing service to the area
that Redbird seeks to decertify.

Dobbin Plantersville specifically requests the Commission to reconsider Finding of
Fact Nos. 14,22, 23, 26, 27, and 30 and the addition of Dobbin Plantersville’s proposed Nos.
31 and 32; Conclusion of Law Nos. 9, 10, and 11 and deletion of Nos. 13, and 14; and
replacement of all Ordering Paragraphs with Dobbin Plantersville’s proposed Ordering

Paragraph No. 1 denying the petition.
II. EVIDENCE

In support of this Motion for Rehearing and for the convenience of the
Commission, Dobbin Plantersville attaches copies of the following documents, which were
made part of the record':

Exhibit No, Document

1. The Affidavit of Steve Duncan executed June 28, 2021, which was attached as Exhibit A
to Dobbin Plantersville’s Response to Petition and Motion to Dismiss filed June 29, 2021.

2. A map identifying the Release Property and location of Dobbin Plantersville’s existing
waterlines and facilities and future expansion, which was attached to the June 28, 2021,
Duncan affidavit (referenced in Item 1, above), as Attachment 2.

3. A map identifying the Release Property in reference to the Dobbin Plantersville certificated
area in Montgomery County, which was attached to the June 28, 2021, Duncan affidavit
(referenced in Item 1, above), as Attachment 3.

4. The Affidavit of Janie Legge executed June 28, 2021, which was attached as Exhibit B to
Dobbin Plantersville’s Response to Petition and Motion to Dismiss filed June 28, 2021.

I Exhibit 6, the Federal Complaint, was not officially noticed as requested by Dobbin Plantersville, as discussed
below. Therefore, it was not made part of the record.
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5. United States Department of Agriculture loan documents, which were attached to the June
28,2021, Legge affidavit (referenced in Item 4, above), as Attachment 2.

6. The Federal Complaint initiating Dobbin Plantersville v. Peter Lake, Will McAdams, et
al., Case 1:21-cv-00612 (W.D. Texas) (“Federal Lawsuit™).

1. FACTUAL HISTORY

On May 6, 2021, Redbird filed an original Petition for expedited release to amend Dobbin
Plantersville’s water CNN No. 11052 to remove a 372.2-acre tract of land (Docket 52090 at Item
1). Dobbin Plantersville’s Motion to Intervene was granted in Order No. 2 on June 9, 2021 (Docket
52090 at Item 7).

On June 29, 2021, Dobbin Plantersville filed its Response to Redbird Development, LLC’s
Petition for Streamlined Expedited Release, and Motion to Dismiss and attached the supporting
Affidavits of Steve Duncan, Dobbin Plantersville consulting engineer, and its General Manager,
Janie Legge (Docket No. 52090 at Item 12, Exhibits A and B, respectively). As stated by Mr.
Duncan, Dobbin Plantersville's water system serving customers in Montgomery County includes:
(a) multiple water plants authorized by the TCEQ with the capacity for 1450 connections; (b)
ongoing construction contract to drill a well at a location that will contain facilities referred to as
Water Plant No. 9; (¢) once Water Plant No. 9 is completed it will have TCEQ approved capacity
for 500-750 additional connections; (d) these water plants, once construction of Water Plant No.
9 is completed, will have a total capacity to serve between 1950 and 2200 connections; and ()
Dobbin Plantersville's water system serving customers in Montgomery County currently serves
1,346 active connections.?

Existing Water Plant No. 4 (a) is located approximately 700 feet north of the Release
Property along Spring Branch Road; (b) has a water well approved by the TCEQ with the capacity
for 300 connections; (¢) has water tanks with TCEQ approved capacity for 420 connections; (d)
Dobbin Plantersville currently has approximately 230 active connections for that portion of the
Montgomery County interconnected system; and (e) additionally, Dobbin Plantersville has

recently purchased adjacent land for future expansion in alignment with the Catahoula Project.?

2 See Exhibit 1 at Item No. 7 and Exhibits 2 and 3.
3 See Exhibit 1 at Item No. 8 and Exhibits 2 and 3.
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Spring Branch Road water lines include (a) a 6-inch water line within the Spring Branch
Road right-of-way on the same side of the road as the Release Property; (b) a 4-inch water line
within the Spring Branch Road right-of-way on the opposite side of the road as the Release
Property; (¢) the TCEQ approved combined capacity of both lines is 350 connections; and (d)
Dobbin Plantersville currently has approximately 230 active connections on those 2 lines.*

In summary, Dobbin Plantersville currently has excess capacity, which would allow it to
serve approximately 100 additional connections. There are no outstanding requests for service
from the undeveloped portions of the subject CCN area that will use the remainder of the existing
capacity. Dobbin Plantersville could expand Water Plant No. 4 because it has acquired property
adjacent to the plant to allow expansion. In discussions with Redbird, Dobbin Plantersville stated
that alternatively, it could build a new water plant on the Release Property on property that Redbird
would provide. The new plant could be built to have the capacity to serve the entire Release

Property with both potable water and fire flow.

IV. ARGUMENT AND AUTHORITY

A. The Redbird Property Cannot be Released Because the Property Does Not
Qualify for Expedited Release.

Dobbin Plantersville proved that the Redbird Property cannot be released from its territory,
and its Certificate of Convenience and Necessity (CCN) No. 11052 cannot be amended under
Texas Water Code section 13.2541 because the Release Property is receiving water “service” as
defined by state law. The Order states incorrect facts and law regarding Dobbin Plantersville’s
“service” to the Release Property. The Order disregards that Dobbin Plantersville’s facilities and
waterlines are serving the Release Property and are committed or dedicated to providing water
service. The Order also disregards evidence provided by Dobbin Plantersville that it is performing
acts to supply water to the Release Property. For these reasons, the Commission must amend its
Order to deny release of the Redbird Property.

B. The Commission Erred in Several Regards Resulting in an Improper and Illegal
Order Granting Release.

The Commission's actions will be reversed on appeal under Texas Government Code

Section 2001.174(2), which states that a court:

4 See Exhibit 1 at Item No. 9 and Exhibits 2 and 3.
5> See Exhibit 1 at Item No. 10.
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(2) shall reverse or remand the case for further proceedings if substantial rights of

the appellant have been prejudiced because the administrative findings, inferences,

conclusions, or decisions are:

(A) in violation of a constitutional or statutory provision;

(B) in excess of the agency's statutory authority;

(C) made through unlawful procedure;

(D) affected by other error of law;

(E) not reasonably supported by substantial evidence considering the
reliable and probative evidence in the record as a whole; or

(F) arbitrary or capricious or characterized by abuse of discretion or clearly
unwarranted exercise of discretion.

Tex. Gov’t Code. Section 2001.174(a)(A)—(F). The Commission made erroneous findings
of fact and conclusions of law; and erroneously refused to take judicial notice of the pending
Federal Lawsuit or to dismiss this action. By these actions or inaction, the Commission violated
each category in sections (A) through (F) as described in more detail below. Therefore, the
Commission must reverse its decision and deny release of the Redbird Property.

1. Dobbin Plantersville’s Recommended Changes to Findings of Fact Must Be

Adopted in the Commission’s Final Order.

The Order includes a number of incorrect Findings of Fact regarding Dobbin
Plantersville’s water service to the Release Property. Read together, they purport to support the
“ultimate finding” that “[t]he CCN holder has not performed any acts for or supplied anything to
the Release Property.” See Finding of Fact No. 30. Not only is the meaning of this finding vague
and unclear — it supports no legal standard or conclusion of law applicable to this docket. Finding
of Fact No. 30 must be changed as follows:

30. The CCN holder has performed various acts and acquired funds in

furtherance of providing service to the release property- and to the CCN No. 11052

area in Montgomery County that includes the Release Property, including:

a. acquiring property adjacent to water plant number four to allow
expansion;

b. discussing with petitioner building a new water plant on the Release
Property on property to be transferred to the CCN holder, such new water
plant to be dedicated to serving the entire Release Property with both

potable water and fire flow; and
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c. preparing an application for a USDA loan to include improvements to
the Montgomery County water service area, which would expand current

capacity.

Dobbin Plantersville provided sufficient evidence that it has committed and dedicated
facilities and lines, has facilities and lines, and has performed many acts in furtherance of
providing water service to the Release Property. The Order ignores or misconstrues the evidence.
Dobbin Plantersville requests a rehearing on its proposed changes to the findings of fact
misconstruing that evidence. The findings in the Commission Order are provided with the changes

required using track changes, as follows:

22, The release property is not receiving actual water service from the CCN
holder (nor has the Petitioner requested such service); however, the CCN holder

has invested in nearby facilities that can provide service to the release property.

23.  The petitioner has not requested that the CCN holder provide water service
to the release property; however, if the petitioner requests service from the CCN
holder, all facilities are in place to deliver water to active water taps located on the
release property once petitioner pays for the improvements needed to hook up its
water service taps to the 6-inch and 4-inch water lines described in Finding of Fact

No. 26.

26. A six-inch water line and a four-inch water line owned and operated by the
CCN holder run parallel to, but just outside of, the extreme western edge of the
release property for a distance of roughly 60 feet. The lines are along Spring Branch
Road. The TCEQ approved combined capacity of both lines is 350 connections.
The CCN holder currently has approximately 230 active connections on those 2

lines. Thus, the lines have excess capacity for 120 connections.

27.  The CCN holder's water plant number four is located approximately 640
feet north of the extreme western edge of the release property along Spring Branch
Road. Water plant number four has a water well approved by the TCEQ with the

capacity for 300 connections and water tanks with TCEQ-approved capacity for
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420 connections. The CCN holder has approximately 230 active connections whose

water can be provided by water plant number four and has recently purchased

adjacent land for future expansion of water plant four.

Dobbin Plantersville’s changes are required based on evidence in the record of this docket.
See Exhibits 1-5, attached, all of which are filed in this Docket as cited above.

Only property “that is not receiving water service” may be released under Texas Water
Code section 13.2541. A determination of whether the Release Property receives water service
from the CCN holder is a fact-specific inquiry and the lack of active water taps or facilities on the
Release Property itself is not determinative.® An analysis of the facts begins with the definitions

of “service” and “facilities” in the Texas Water Code. “Service” is defined as:

[Alny act performed, anything furnished or supplied, and any facilities or lines
committed or used by a retail public utility in the performance of its duties...to its
patrons, employees, other retail public utilities, and the public, as well as the
interchange of facilities between two or more retail public utilities.

Tex. Water Code § 13.002(21); see also, 16 TAC § 24.3(33) (same definition). The term

“facilities” is defined as:

[T]he plant and equipment of a retail public utility, including all tangible and
intangible real and personal property without limitation, and any and all means and
instrumentalities in any manner owned, operated, leased, licensed, used, controlled,
furnished, or supplied for, by, or in connection with the business of any retail public
utility.
Tex. Water Code § 13.002(9); see also, 16 Tex. Admin. Code § 24.3(15) (same definition).
Although the Release Property is not receiving actual water service from the CCN holder,
the CCN holder has adequate facilities to provide service to the Release Property. Under the
quoted statutory definitions, a property can “receive water service” even before development and
delivery of water to active water taps.’ In the Crystal Clear decision, the court stated that facilities

or lines “used” or “committed” to providing such service might cause a property to “receive

service” under the statutory and regulatory definition.® Dobbin Plantersville has constructed

6 See Tex. Gen. Land Office v. Crystal Clear Water Supply Corp., 449 S.W.3d 130, 140 - 141 (Tex. App.- Austin
2014, pet. denied).

7 See Tex Gen. Land Office v Crystal Clear Water Supply Corp., 449 S.W .3d 130, 140-41(Tex. App.- Austin 2014,
pet. denied).

8 See 1d.
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infrastructure and developed water supply “committed” to the Redbird Property; therefore, the
Redbird Property is “receiving service.”

The record supports a conclusion of law that the Release Property receives water service
from the CCN holder under its proposed Conclusion of Law No. 9, above, and as summarized
here. The CCN holder began planning for service to the area, including the Release Property, in
its plan for the Catahoula Project commissioned several years ago. The CCN holder began the
application process for a loan of nearly $5 million from the USDA for infrastructure in the High
Meadows and Catahoula projects plan, which calls for building infrastructure in the service area
where growth and development are expected, including the Release Property. Additionally, the
CCN holder has recently purchased land adjacent to water plant number four for future expansion
in alignment with the Catahoula Project.’

The CCN holder has not received a request for water service from Petitioner, but if Redbird
Development requests service from the CCN holder, all facilities are in place to deliver water to
active water taps on the Release Property once Redbird Development pays for improvements
needed to hook up its water service taps to the six-inch and four-inch water lines that run parallel
to, but just outside of the extreme western edge of the Release Property for a distance of roughly
60 feet. The CCN holder currently has excess capacity, which would allow it to serve
approximately 100 additional connections and Redbird Development has presented no definite
information about when a specific number of connections would be needed, and in fact, as with
all proposed residential developments, the number of connections will depend on the success in
selling lots. There are no outstanding requests for service from the undeveloped portions of the
CCN area that would use existing excess capacity. The CCN holder could expand water plant
number four because it has acquired property adjacent to the plant to allow expansion. The CCN
holder could, alternatively, build a new water plant on the Release Property on property that
Redbird would provide. The new plant could be built to have the capacity to serve the entire
Release Property with both potable water and fire flow.'°

While the Commission has granted SER petitions in the past unless the CCN holder had
actual infrastructure on the Release Property, this precedent may be changing under the new

commissioners. During deliberations in Docket No. 51352, Commissioners Lake and McAdams

9 See Exhibit 1 at Item No. 8 and Exhibits 2, 3, and 4.
10 See Exhibit 1 at Item No. 10.
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discussed a “bright-line” rule to assess whether to grant a SER petition seeking release of property
from an existing CCN, stating that the petitioner has the obligation of showing it is entitled to the
release. Commissioner McAdams stated that he wanted a clear rule for determining whether a
CCN holder “has sufficient facilities committed to providing service to warrant a determination
that a tract of land was receiving service in this context.” Both Commissioners agreed that in order
to avoid a release, it must be shown that the CCN holder is capable of providing reliable service
in a timely manner."!

The record shows that the CCN holder has performed various acts and supplied funds in
furtherance of service to the Release Property and its CCN No. 11052 area that includes the
Release Property, including the acts and funding that are detailed in the recordi2 and in Dobbin
Plantersville’s proposed findings of fact, above. The CCN holder’s facilities--and the acts
planning, funding, installing, and maintaining them--are all plainly “committed” or “used” by the
CCN holder in the performance of its duties to supply water service to the Release Property. The
Release Property “receives water service” from the CCN holder through its commitments to serve,
and its existing facilities and capacity sized to serve, the Release Property. Mr. Duncan's affidavit,
in attached Exhibit 1, describes all the diverse ways Dobbin Plantersville has served the Release
Property through its various acts. Ms. Legge’s Affidavit in attached Exhibit 4, described the
funding obtained and sought for such service. Exhibit 5 contains the USDA loans already in place.
Under these facts, the Commission must deny the Petitioner’s request to release the Redbird
Property from Dobbin Plantersville’s CCN No. 11052 because such a release would violate Tex.
Water Code § 13.2541.

Petitioner’s Perry Senn’s contention about the size of the planned development and the
associated needed water capacity is premised on speculation. His affidavit states, “Redbird plans
to develop the Redbird Property with approximately 575 residential homes at full build out.
Because the Redbird development will be a dense development, the water system must be capable
of providing fire flows in addition to potable water service. Redbird anticipates there will be 575
water and sewer connections that come online between June 2022 and July 2025.” See Senn July

12, 2021, affidavit at 5 (Docket 52090 at Item 17).

' See Public Utility Commission of Texas Open Meeting Broadcast (May 21, 2021), Admin Monitor,
http://www.adminmonitor.com/tx/puct/open_meeting/20210421/.
12 See Exhibits 1 - 5.
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It is pure speculation that Redbird will actually build 575 homes (connections) all at once.
Although Redbird contends it “intends™ to do so, there is no evidence that Redbird has the financial
ability to actually construct 575 homes between June 2022 and July 2025. Mr. Senn, who is not
an engineer, uses these dates to conclude that water service to these speculative 575 homes would
exceed Dobbin Plantersville’s ability to satisfy the water demand “within a reasonable period of
time.” Redbird’s Mr. Senn is making predictions that may never come true. Most residential
developments are “phased,” so the developer does not have too large of an investment in
infrastructure (water and sewer lines, etc.) up front, in case lot sales do not occur as predicted.
Redbird’s prediction is merely a wish without evidentiary support and may never come true, and
the Commissioners should not release the Redbird Property on the basis of wishes and guesswork.
It is common for developers to exaggerate anticipated water needs as a means to attempt to remove
Redbird Property from a CCN. On information and belief, this case is no different.

Moreover, if the Commission decertifies based exclusively on the speculative assertions
by a landowner about their future water needs, that will effectively make the decertifying
landowner the judge in its own case, and reward bad behavior. All the landowner will need for
decertification to do is assert an outrageous future need for water beyond what any CCN holder
can meet. And since the Commission does not permit CCN landowner’s a hearing, the
Commission is robbed of any opportunity to test the credibility of the landowner’s assertion. The
Commission’s reliance on the Perry Senn affidavit would violate Dobbin Plantersville’s due
process rights, and place the decertification procedure under Tex. Water Code § 13.2541 in
constitutional jeopardy. For these reasons, the Commission must reverse its decision and deny
release of the Redbird Property, issuing an order including the findings of fact as recommended
by Dobbin Plantersville.

2. Dobbin Plantersville’s Recommended Changes to the Order’s Conclusions of
Law Must Be Adopted in the Commission’s Final Order.

Based on the erroneous findings of fact discussed in section IV.B.1, above, the
Commission issued its Order with erroneous conclusions of law. These errors resulted in an Order
releasing the Redbird Property from CCN No. 11052. This Motion for Rehearing provides the
Commission with the opportunity to correct these errors as discussed here. The erroneous
conclusions in the Commission Order are provided with the changes required using track changes,

as follows:
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9. The release property is considered to be receiving water service under TWC
§§ 13.002(21) and 13.2541(b) and 16 TAC § 24.245(h), as interpreted in Texas
General Land Office v. Crystal Clear Water Supply Corporation, 449 S.W.3d 130
(Tex. App.-Austin 2014, pet denied).

10. The petitioner is not_entitled under TWC § 13.2541(6) to the release of the

release property from the CCN holder's certificated service area.

11.  After the date of this Order, the CCN holder continues to be obliged under
TWC §13.254(h) to provide retail water service to the petitioner's release property.

Further, Conclusion of Law Nos. 13 and 14 must be deleted because they are unsupported
by findings of fact as proposed by Dobbin Plantersville.

Based on the evidence in the record and the corrected findings of fact as recommended by
Dobbin Plantersville in Section 1V.B.1, above, the Commission must reverse its decision and deny
release of the Redbird Property, issuing an order including the conclusions of law as recommended
by Dobbin Plantersville.

3. The Commission erred in denying Dobbin Plantersville’s Motion to Take
Official Notice of the Pending 7 U.S.C. § 1926(b) Federal Lawsuit.

The Commission’s Order releasing the Redbird Property fails to mention Dobbin
Plantersville’s Motion to Take Official Notice filed on July 9, 2021, and Order No. 6 denying it
on the basis that Docket 52090 is not a contested case. See Docket 52090 at Items 18 and 32,
respectively. Thus, the Order fails to provide the court, on appeal, sufficient information for its
review. In order to facilitate such a review, the Commission’s Order must include the addition of
Finding of Fact Nos. 31 and 32, as follows.

31.  OnlJuly 9, 2021, the CCN holder filed a Motion to Take Official Notice of

its lawsuit filed in the United States District Court for the Western District of Texas,

Austin Division, in Case 1:21-cv-00612. A copy of the Original Complaint was

attached as Exhibit A. The suit challenges the PUC’s authority to release the release

property due to the protections under 7 United States Code section 1926(b).

32. On August 11, 2021, in Order No. 6, the ALJ denied the Motion to Take
Official Notice on the basis Docket 52090 is not a contested case.

ff
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While 16 Texas Administrative Code section 24.45(h)(7) states that “no hearing will be
held” in streamlined expedited release cases, section 245 painstakingly sets up a process during
which evidence is produced and evaluated by the Commission in order to make a decision. It is
error for the administrative law judge to accept into the record affidavits, maps, loan documents,
and other evidence, and then to refuse to take official notice because this “is not a contested case.”
For this reason, the Commission must take official notice of the federal lawsuit so that the record
will be complete on appeal, issuing an order including the Finding of Fact Nos. 31 and 32 as
recommended by Dobbin Plantersville.

4. The Commission erred in denying Dobbin Plantersville’s Motion to Dismiss.

With its Response to the Petition, Dobbin Plantersville filed a Motion to Dismiss. See
Dobbin Plantersville’s Response to Petition and Motion to Dismiss (Docket 52090 at Item 12).
Quoting Texas Water Code section 13.2541, Order No. 5 denied the motion concluding that “the
question of whether the CCN holder possesses a federal loan is immaterial to the determination to
be made in this case.” In the Commission Order releasing the Redbird Property, the Commission
failed to include a finding of fact and conclusion of law that would provide the court, on appeal,
sufficient information for its review of this erroneous decision. In order to facilitate such a review,
the Commission’s Order must include the following changes to Finding of Fact No. 14 and
Conclusion of Law No. 9.

Finding of Fact 14. On June 29, 2021, the CCN holder filed a motion to dismiss.

The CCN holder argued that the petition must be dismissed because petitioner is

receiving water service from the CCN holder and, in the alternative, that the CCN

holder has provided or made service available and enjoys protection under Title 7

United States Code section 1926(b). The motion to dismiss was supported by the

affidavits described in Finding of Fact No. 13.

Conclusion of Law 9. The release property is receiving water service under
TWC §§ 13.002(21) and 13.2541(b) and 16 TAC § 24.245(h), as interpreted in
Texas General Land Office v. Crystal Clear Water Supply Corporation, 449
S.W.3d 130 (Tex. App.-Austin 2014, pet denied).

The question of whether the release property is receiving water service has been discussed

above in section IV.B.1. The Petitioner has never requested service from the CCN holder;

ffgffrdf
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however, Dobbin Plantersville has shown that it has adequate facilities to provide service and
could provide water service to the Release Property as soon as Petitioner requests water service.
After such a request is received, the next step would be for Petitioner to pay for improvements
needed to hook up its water service taps to the nearby lines. The CCN holder has adequate facilities
to provide service to the area upon request. For this reason, the Commission must reverse its
decision and deny release of the Redbird Property, issuing an order including Finding of Fact No.
14 and Conclusion of Law No. 9 as recommended by Dobbin Plantersville.

5. The Commission erred in denying Dobbin Plantersville’s Motion to Abate.

The Order granting release of the Redbird Property was signed by the Commissioners
on October 12, 2021. See, Order at Docket 52090 at Item 47. Under 16 TAC § 22.264, the
timing for filing a Motion for Rehearing is controlled by Texas Government Code section
2001.146. Section 2001.146(a) requires such a motion to be filed not later than the 25" day
after the order is signed. In order to provide the Commission with one more opportunity
before filing this Motion for Rehearing to cure the defects in its October 12 Order, Dobbin
Plantersville filed a Motion to Abate. See Dobbin Plantersville WSC’s Notice of Non-
Agreement on Appraiser and Objection to Compensation Phase and Motion to Abate (Docket
52090 at Item 49). The Commission erroneously denied this motion in Order No. 10, without
explanation. See Order No. 10 at Docket 52090 at Item 51.

Dobbin Plantersville objected to the compensation phase of this docket and requested that
it be abated until a decision in the Federal Lawsuit is entered by the court. Such abatement is
warranted for the following reasons.

The Fifth Circuit has created a bright-line rule prohibiting the taking of any territory from
a water supply corporation that has qualified for the protections of 7 U.S.C. § 1926(b) (“§
1926(b)”). Dobbin Plantersville has previously informed the Commission that Dobbin
Plantersville qualifies for the protections of § 1926(b) because Dobbin Plantersville is indebted on
two loans made by the United States Department of Agriculture (USDA). Even if fair
compensation would be paid to Dobbin Plantersville as part of the takings process under Texas
Water Code section § 13.2541, that entire process is preempted and forbidden by federal law. The
Fifth Circuit held:

Even if fair value is paid on the lost facilities, such an action would inevitably

have an adverse effect on the remaining customers of Bear Creek, in the form of
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lost economies of scale and resulting higher per-user costs. To allow expanding

municipalities to “skim the cream” by annexing and condemning those parts of a

water association with the highest population density (and thus the lowest per-user

cost) would undermine Congress's purpose of facilitating inexpensive water

supplies for farmers and other rural residents and protecting those associations’

ability to repay their FmHA debts. See Public Utility District No. 1 of Franklin

County v. Big Bend Electrical Cooperative, Inc., 618 F.2d 601 (9th Cir.1980)

(similarly rejecting utility's attempt to condemn property owned by cooperative

financed by the Rural Electrical Administration).

City of Madison, Miss. v. Bear Creek Water Ass'n, Inc., 816 F.2d 1057, 1060 (5th Cir. 1987)
(emphasis added). Although Bear Creek involves a municipality seeking to condemn part of a
water association’s water service area, the case applies equally to this case where a developer
seeks a release of part of a water supply corporation’s water service area. There is a direct conflict
for Dobbin Plantersville to participate in the compensation process in any way, while objecting to
and challenging this processin Dobbin Plantersville’s motion for rehearing and related pending
Federal Lawsuit filed against the Commissioners, in their official capacities, and the Petitioner,
among others.

In fact, Title 7 Code of Federal Regulations section 1782.14 (“§ 1782.14”) obligates
Dobbins Plantersville to “initiate action” to protect its territory and prosecute any violation of
its federal rights under § 1926(b)'" such as the release of the Redbird Property from Dobbin
Plantersville’s CCN No. 11052 service area, which has been ordered in this docket. Because the
Redbird petition and the Public Utility Commission process to determine compensation to

Dobbin Plantersville for the taking of part of its territory is prohibited by § 1926(b) and by

'3 Section 1782.14 reads as follows:
(a) 7 U.S.C 1926(b) was enacted to protect the service area of Agency borrowers with outstanding
loans, or those loans sold in the sale of assets authorized by the "Joint Resolution Making
Continuing Appropriations for the Fiscal Year 1987, Pub. L. 99-591, 100 Stat. 3341 (1986)," from
loss of users due to actions or activities of other entities in the service area of the Agency financed
system. Without this protection, other entities could extend service to users within the service
area, and thereby undermine the purpose of the congressionally mandated water and waste loan
and grant programs and jeopardize the borrower's ability to repay its Agency debt."
(b) Responsibility for initiating action in response to those actions prohibited by 7 U.S.C 1926(b)
rests withthe borrower.

7 C.F.R. § 1782.14 (emphasis added).
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the law announced in City of Madison, Miss. v. Bear Creek Water Ass'n, Inc., 816 F.2d 1057,
1060 (5th Cir. 1987), Dobbin Plantersville is not participating in the compensation phase of
this docket and sought to have the compensation phase abated until the federal court rules on
these issues.

The Commissioners of the Public Utility Commission of Texas are named, in their
official capacities only, as defendants inthe pending Federal Lawsuit in which Dobbin
Plantersville seeks “prospective” injunctive relief to preclude the enforcement of any
findings, rulings, or orders issued in this docket. Thus, Dobbin Plantersville must-and has
been and continues to-vigorously prosecute violations of § 1926(b) and must defend against
the release of the Redbird Property from Dobbin Plantersville’s CCN in all available forums.

In its October 12 Order, the Commission ordered the release of the Redbird Property.
Dobbin Plantersville challenges that order in this Motion for Rehearing. Dobbin Plantersville
requested that the Commission abate proceedings in this docket for determining whether
Redbird will be required to compensate Dobbin Plantersville for release of the Redbird
Property from CCN No. 11052 because any further conduct by the Petitioner or the
Commission in this docket, continues the violation of Dobbin Plantersville’s federal rights
under § 1926(b). Therefore, the Commission erred in denying Dobbin Plantersville’s Motion
to Abate.

ENGLAND RESERVATION: Dobbin Plantersville reserves all of its federal rights
and claims (both statutory under 7 U.S.C. § 1926(b)) and constitutional rights under the
Supremacy Clause Art. VI, cl. 2. — (challenging Tex. Water Code § 13.2541 as preempted by
7 U.S.C. § 1926(b) and therefore rendering § 13.2541 null and void), and Dobbin
Plantersville’s entitlement to have all such federal rights, claims and remedies resolved and
adjudicated in a federal forum in accordance with England v. Louisiana State Bd. of Medical
Examiners, 375 U.S. 411, 421 (1964). Dobbin Plantersville is merely informing this Court of
Dobbin Plantersville’s federal rights, claims and pending federal proceedings, and is not
seeking an adjudication of such federal rights or claims in this case. Rather, Dobbin
Plantersville maintains its right to have its federal rights and claims adjudicated in a federal
forum. Dobbin Plantersville has in fact first sought adjudication of its federal rights and
claims in the Dobbin Plantersville Federal Case pending in the United States District Court
for the Western District of Texas (Civil Action No.: 1:21-cv-00612-RP).
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V. PRAYER
THEREFORE, Dobbin Plantersville respectfully requests that the Commission
reconsider its October 12, 2021, Order, deny Redbird's Petition and amend its Order, or
alternatively, set this matter for rehearing and abate the proceeding until Dobbin

Plantersville's federal protections are fully adjudicated by the federal court system.

Respectfully submitted,

4
Wanry A Dake
MARYXK. SAHS, P.C.
Mary K. Sahs
State Bar No. 17522300
P.O. Box 40970
Austin, Texas 78704
Telephone: (512) 585-1705
Facsimile: (512) 597-2516
Email: marysahs@sahslaw.com

ATTORNEY FOR DOBBIN
PLANTERSVILLE WATER
COMPANY

CERTIFICATE OF SERVICE

Pursuant to Docket No. 50664, Second Order Suspending Rules (July 16, 2020) the
undersigned hereby certifies that a copy of foregoing Motion for Rehearing was served on all

parties of record in this proceeding on November 5, 2021, by electronic mail.

Mdz%/{ Ny

Mary K. Sahs
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DOCKET NO. 52090

PETITION OF REDBIRD DEVELOPMENT, LLC § BEFORE THE

TO AMEND DOBBIN PLANTERSVILLE § PUBLIC UTILITY COMMISSION
WATER SUPPLY CORPORATION’S § OF TEXAS
CERTIFICATE OF CONVENIENCE §

AND NECESSITY IN MONTGOMERY COUNTY §

BY EXPEDITED RELEASE
AFFIDAVIT OF STEVE DUNCAN
THE STATE OF TEXAS §
§
COUNTY OF BRAZOS §

BEFORE ME, the undersigned official, on this day personally appeared Steve Duncan, who is

personally known to me and first being duly sworn according to law, upon his oath deposed and said:

1. My name is Steve Duncan. | am over the age of 18 years and reside in Brazos County, Texas. | am
of sound mind and fully competent to make this affidavit. | have personal knowledge of the facts stated

herein, and they are true and correct.

2, | am an engineer and the employee of Bleyl Engineering (“Bleyl”). The company serves as the
engineering consultant for Dobbin Plantersville Water Supply Corporation (“Dobbin Plantersville”), the
Intervenor in this matter, and | am the engineer for the utility. | have been in that position for over 15
years, first with Pledger Kalkomey, Inc, then with Jones & Carter, Inc. and now with Bleyl. A copy of my

resume is attached as Attachment 1.

3. | am authorized to make this affidavit on behalf of Dobbin Plantersville in Docket 52090 in support
of its response to Redbird Development, LLC's {“Petitioner”) request for a streamlined expedited release
{“SER”) of approximately 372.2 acres in Montgomery County, Texas {(“the SER Property”) from Dobbin
Plantersville water certificate of convenience and necessity (“CCN”) No. 11052. The Redbird development

comprises approximately 388.5 acres.

EXHIBIT
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4 The attached map, Attachment 2, shows the SER Property that the Petition in Docket No. 52090
seeks to remove through SER from water CCN No. 11052. | prepared Attachment 2 as part of this affidavit.

S Through the work that | and my employers have done for Dobbin Plantersville, | am familiar with
Dobbin Plantersville’s facilities designed to serve the SER Property and the vicinity and their location in
relation to the SER Property and the service area under CCN No. 11052. Attachment 2 shows the SER
Property and the location of Dobbin Plantersville’s water facilities within approximately 700 feet of the
SER Property, which have capacity to meet some of the Redbird water service needs. These are part of
Dobbin Plantersville’s water system (PWS ID No. 1700178).

6. Several years ago, the Board of Directors approved a plan developed with the consulting
engineering firm, Jones & Carter, Inc., for facilities upgrades, replacements, and additions throughout
Dobbin Plantersville’s entire water system. | was employed by Jones & Carter at that time and worked on
this plan. The plan included water system planning for the area including the SER Property. That part of
the planning is referred to as the Catahoula Project. As part of the Catahoula Project a new public supply
well was permitted and constructed with a tested TCEQ capacity for 2511 connections. The current
equipment Dobbin Plantersville has installed allows for 583 TCEQ rated connections of flow, with a plan
to install larger equipment as demand for the excess 1928 connections is realized. Dobbin Plantersville
applied for a loan from CoBank for the facilities associated with the High Meadows portion of the plan.
Dobbin Plantersville intended to seek a U.S.D.A. loan to finance the remainder of these activities and
infrastructure. The area is served by public water wells permitted by the Lone Star Groundwater
Conservation District.

7. Dobbin Plantersville’s water system serving customers in Montgomery County includes: (a)
multiple water plants authorized by the TCEQ with the capacity for 1450 connections; (b) Ongoing
construction contract to drill a well at a location that will contain facilities referred to as Water Plant #9;
(c) once Water Plant #9 is completed it will have TCEQ approved capacity for 500-750 additional
connections; (d) these water plants, once construction of Water Plant #9 is completed, will have a total
capacity to serve between 1950 and 2200 connections; and (e) Dobbin Plantersville’s water system serving
customers in Montgomery County currently serves 1,346 active connections. See Attachment 2 and
Attachment 3, which shows the SER Property in reference to CCN No. 11052 and includes the

improvements mentioned here.
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8. Existing Water Plant 4 (a) is located approximately 700 feet north of the SER Property along Spring
Branch Road; (b) has a water well approved by the TCEQ with the capacity for 300 connections; (c) has
water tanks with TCEQ approved capacity for 420 connections; (d) Dobbin Plantersville currently has
approximately 230 active connections for that portion of the Montgomery County interconnected system;
and (e) additionally, Dobbin Plantersville has recently purchased adjacent land for future expansion in
alignment with the Catahoula Project. See Attachments 2 and 3.

9. Spring Branch Road water lines include (a) a 6-inch water line within the Spring Branch Road right-
of-way on the same side of the road as the SER Property; (b) a 4-inch water line within the Spring Branch
Road right-of-way on the opposite side of the road as the SER Property; (c) the TCEQ approved combined
capacity of both lines is 350 connections; and (d) Dobbin Plantersville currently has approximately 230
active connections on those 2 lines. See Attachments 2 and 3.

10. In summary, Dobbin Plantersville currently has excess capacity, which would allow it to serve
approximately 100 additional connections. There are no outstanding requests for service from the
undeveloped portions of the subject CCN area that will use the remainder of the existing capacity. Dobbin
Plantersville could expand the Water Plant #4 because it has acquired property adjacent to the plant to
allow expansion. In discussions with Redbird, Dobbin Plantersville stated that alternatively, it could build
a new water plant on the SER Property on property that Redbird would provide. The new plant could be
built to have the capacity to serve the entire SER Property with both potable water and fire flow.

11. Dobbin Plantersville has provided for water service to the SER Property in several ways: (1)
performing acts and supplying funds to permit, plan, design, construct, own, and operate the facilities
described in Item 7 - 10, above; (2) performing acts and supplying funds necessary to obtain and maintain
the water CCN No. 11052 service area covering the SER Property under prevailing regulations; and (3)
performing acts and supplying funds necessary to obtain and maintain permits and approvals for PWS No.
1700178 including groundwater permits from Lonestar Groundwater Conservation District and

construction approval from TCEQ.
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12. CCNs, groundwater permits, and TCEQ approvals have value that purchasers of utilities will pay
for when acquiring a utility because of the rights to serve the public that they provide and because the

time and expense to acquire the CCNs and permits has already been spent.

13. Dobbin Plantersville is incurring legal and professional expenses and is likely to incur other legal

and professional expenses because of the decertification and Petition.

14. If the decertification is approved, Dobbin Plantersville will be compelled to spend time and
resources to make the filing required by Texas Water Code section 13.257(r)-(s), which requires it to file

in county records a description and maps of its certificated area after its amendment.

e

FURTHER AFFIANT SAYETH NOT.

Steve E. Duncan

Duncan Affidavit [ ] 4



SUBSCRIBED AND SWORN TO BEFORE ME the undersigned authority on this theé_g
day of June 2021 to certify which witness my hand and seal of office.

SRR VIVIAN R AULEY
4 * . NOTARY PUBLIC STATE OF TEXAS
A ,,] MY COMM_ EXP 11/13/2024
O $
oTies NOTARY ID 12872326-8
SEAL:
Duncan Affidavit

Notary Public

G2
7

In and for the State of Texas

%/o‘am /? /?u /61 ;/

Printed Name of Notary Public

My Commission Expires: //T/ / 3/ / 20 §/
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DOCKET NO. 52090

PETITION OF REDBIRD DEVELOPMENT, LLC BEFORE THE
TO AMEND DOBBIN PLANTERSVILLE PUBLIC UTILITY COMMISSION
WATER SUPPLY CORPORATION’S OF TEXAS

CERTIFICATE OF CONVENIENCE
AND NECESSITY IN MONTGOMERY COUNTY
BY EXPEDITED RELEASE

U LD o L LT

AFFIDAVIT OF JANIE LEGGE

THE STATE OF TEXAS §
§
COUNTY OF MONTGOMERY §

BEFORE ME, the undersigned official, on this day personally appeared Janie Legge, who is

personally known to me and first being duly sworn according to law, upon her oath deposed and said:

1. My name is Janie Legge. | am over the age of 18 years and reside in Grimes County, Texas. | am of
sound mind and fully competent to make this affidavit. | have personal knowledge of the facts stated

herein, and they are true and correct.

2. I am the general manager of Dobbin Plantersville Water Company also known as Dobbin
Plantersville Water Supply Corporation. Dobbin Plantersville holds certificate of convenience and
necessity No. 11052 for water service in Montgomery County and parts of Grimes County. As stated on

our website, Dobbin Plantersville provides water service to areas that are or historically have been rural.

3. On or about May 11, 2021, | received a copy of the petition to decertify approximately 372.2 acres
being developed by Redbird Development, LLC. The Redbird development comprises a total of

approximately 388.5 acres.

4. The attached map, Attachment 1, shows the streamlined expedited release property (“SER
Property”) that the Petition in Docket No. 51979 seeks to remove through SER from water CCN No, 11052.

Attachment 1 was prepared by Dobbin Plantersville’s engineer, Steve Duncan.

EXHIBIT
4
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5. Several years ago, the Board of Directors approved a plan developed with the consulting
engineering firm, Jones & Carter, Inc., for facilities upgrades, replacements, and additions throughout
Dobbin Plantersville’s entire water system. The plan included water system planning for the area
including the SER Property. That part of the planning is referred to as the Catahoula Project. Dobbin
Plantersville applied for a loan from CoBank for the facilities associated with the High Meadows portion
of the plan. Dobbin Plantersville intended to seek a U.S.D.A. loan to finance the remainder of these

activities and infrastructure, including the Catahoula Project.

6. Dobbin Plantersville currently has two outstanding U.S.D.A. loans and an outstanding CoBank
loan. It expects to apply for an additional U.S5.D.A. loan by the end of the year. Copies of the loan

documents on the two outstanding U.S.D.A. loans are attached as Attachments 2 and 3.

7. CCNs and Lone Star Groundwater Conservation District groundwater permits have value that
purchasers of utilities will pay for when acquiring a utility because of the rights to serve the public that

they provide and because the time and expense to acquire the CCNs and permits has already been spent.

13. Dobbin Plantersville is incurring legal and professional expenses and is likely to incur other legal

and professional expenses because of the decertification and Petition.

14. If the decertification is approved, Dobbin Plantersville will be compelled to spend time and
resources to make the filing required by Texas Water Code section 13.257(r)-(s), which requires it to file

in county records a description and maps of its certificated area after its amendment.

FURTHER AFFIANT SAYETH NOT. %
Q / <ol

Jgo

Japie Lepge
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SUBSCRIBED AND SWORN TO BEFORE ME the undersigned authority on this thc‘;zg
day of ?ueoy 2021 to certify which witness my hand and scal of office.
wne
/ -

~

Notary Public

In and for the State of Texas

Bﬁﬁfzgm Griffitn

Printed Name of Notary Public

My Commission Expires: 09 - /Y- 2 Oél‘/
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S Gnited States Rural 101 South Main

g
f vepartment of Development Fed. Bldg., Ste. 102
La® Jifagriculture Temple, TX 76501
St VOICE: (254) 298-1306
FAX: (254) 298-1477

TDD: (254) 298-1349
- <
PV

| TR
Mr. Frank A. Gabriel, President

Dobbin-Plantersville Water Supply Corporation @
P. O. Box 39 @
Plantersville, Texas 77363 %

Dear Mr. Gabriel:

Enclosed is your copy of Form FmHA 1940-1, “Request for Obligation of Funds.
Your loan in the amount of $378,000.00 and grant in the amount of $202,000.00

were approved on May 19, 1997.

Sincerely,

- T

‘EVEN A. CARRIKER
cting State Director

Enclosure J\

EXHIBIT

.

Rural Development is an Egqual Opportunity Lender.
Complaints of discrimination should be sent to:
Secretary of Agriculture, Washington, D.C. 20250




. USPA-RECD
Form FmHA 1940-1
{Rev. 3-95)

REQUEST FOR OBLIGATION OF FUNDS

INSTRUCTIONS-TYPE IN CAPITALIZED ELITE TYPE IN SPACES MARKED (1111)
Complete ltems 1 through 30 and applicable items 31 through 43. See FMI.

2

- £

2 BORROWER NAME

3. NUMBEF NAME FIELDS

I (1,2, 0r3from item 2)
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10. SEX CODE 3 b owNED 11. MARITAL STATUS 12. VETERAN CODE 13. CREDIT REPORT
1 - MALE 5 - ORGAN, FEMALE OWNED 1 - MARRIED 3 - UNMARRIED (INCLUDES 1-YES 1-YES
2 - FEMALE 6 - PUBLIC BODY | 2 SEPARATED  WIDOWED/DIVORCED) ~] 2-NO | 2-nO
14. DIRECT PAYMENT 15. TYPE OF PAYMENT 16. FEE INSPECTION 17. INTEREST CREDIT
5] Tkl g SBToneen

18. COMMUNITY SIZE
(FOR SFH AND

19. DWELLING TYPE/USE OF FUNDS CODE

COMPLETE FOR SINGLE FAMILY HOUSING ONLY

110,000 OR LESS {Son FM1)
| 2-OVER 10000 HPG ONLY) bl
COMPLETE FOR OBLIGATION OF FUNDS
20. TYPE OF 21. PURPOSE CODE 22. SOURCE OF FUNDS 23. TYPE OF ACTION
ASSISTANCE 1-OBLIGATIONONLY
O Gy o™ ) 2] 3 CORREETION OF OLIGATION
24. TYPE OF SUBMISSION 25. AMOUNT OF LOAN 26. AMOUNT OF GRANT
1 :E\JHIAL
I |2 7,2/9,0,0]0,0 L 210,200,0,0[0,0]
27. AMOUNT OF IMMEDIATE 28. DATE OF ' 29 INTEREST RATE | 30. REPAYMENT TERMS
ADVANCE APPROVAL
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31. INCOME CATEGORY CODES

32. LOW INCOME

33. ADJUSTED FAMILY INCOME

! VERYLOW  3-MODERAIE LIMIT-MAX.
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38. TYPE OF UNIT

1 FARM TRACT
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COMPLETE FOR COMMUNITY PROGRAM AND CERTAIN MULTIPLE-FAMILY HOUSING LOANS

39. PROFIT TYPE
2. LIMITED PROFIT
] 1- FULL PROFIT 3+ NONPROFIT

COMPLETE FOR EM LOANS ONLY

COMPLETE FOR CREDIT SALE-ASSUMPTION

40. DISASTER DESIGNATION NUMBER
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41, TYPE OF SALE
|
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1-CREDITSALEONLY 3. CREDIT SALE WITH SUBSEQUENT LOAN
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COMPLETE FOR FP LOANS ONLY

42. OBLIGATION DATE
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I (Se0 FMI)

If the dectsion comaned abwve wn thrs form resudis in denial, 1eduction or cancellonon of USDA assistance. yor may appeal this decision and have ¢ hiearimg or sou inay request a
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USDA

Form RD 440-22 State
(Rev. 6-98) PROMISSORY NOTE
(ASSOCIATION OR ORGANIZATION) Count
CRIMES
KIND OF LOAN: Case No.

K4 ASSOCIATION- ORGANIZATION 49-93-741941819

D HOUSING-ORGANIZATION FINANCE OFFICE USE ONLY

(] PUBLIC BODY F LN Le 1A

CJ OTHER

bae May 11, 2000
FOR VALUE RECEIVED. DOBBIN-PLANTERSVILLE WATER SUPPLY CORPORATION

(herein called “Borrower™) promises to pay to the order of the Unuted States of America, acting through the Rural Housing Service, Rural
Business-Cooperative Service, or Rural Utilities Service within the Rural Development Mission Area, the Farm Service Agency, or their

successor Agencies, United States Department of Agriculture, (herein called the “Government”) at its office in

BRYAN, TEXAS , or at such other place as the Government may hereafier designate in
writing, the principal amount of THREE HUNDRED SEVENTY EIGHT THOUSAND- = - = = = = = = = = = = ~ dollars
s 378,000.00 FOUR AND ONE HALF

), plus interest on the unused principal balance at the rate of percent

( 4.50 %) per annum. The said principal and interest shall be paid in the following installments on or before the
following dates:

INTEREST ONLY on May 11, 2001

b
g L ST ONL on May 11, 2002 ,
$ on '
$ l 3 7:}5 . OO on JLme ll 3 2002 , and
$_1,735.00 thercafter on the llth of each __MONTH
until the principal and interest are fully paid except that the final installment of the entire indebtedness evidenced hereby,
Forty 40

if not sooner paid, shall be due and payable ( ) years from the date of this note, and except
that prepayments may be made as provided below. The consideration herefor shall support any agreement modifying the
foregoing schedule of payments.

If the total amount of the loan is not advanced at the time of loan closing, the loan shall be advanced to Borrower as requested by
Borrower and approved by the Government and interest shall accrue on the amount of each advance from its actual date as shown on the
reverse hereof.

Every payment made on any indebtedness evidenced by this note shall be applied first to interest computed to the effective date of
the payment and then to principal.

Prepayments of scheduled installments, or any portion thereof, may be made at any time at the option of Borrower, Refunds and
extra payments, as defined in the regulations of the Government according to the source of funds involved, shall, after payment of
interest, be applied to the installments last to become due under this note and shall not affect the obligation of Borrower to pay the
remaining installments as scheduled herein.

If the Government at any time assigns this note and insures the payment thereof, Borrower shall continue to make payments to the
Government as collection agent for the holder. No assignment of this note shall be effective unless the Borrower is notified in writing of
the name and address of the assignee. The Borrower shall thereupon duly note in its records the occurrence of such assignment, together
with the name and address of the assignee.

While this note is held by an insured lender, prepayments as above authorized made by Borrower may, at the option of the Government.
be remitted by the Government to the holder promptly or, except for final payment, be retained by the Government and remitted to the
holder on either a calendar quarter basis or an annual installment due date basis. The effective date of every payment made by Borrower,
except payments retained and remitted by the Government on an annual installment due date basis, shall be the date of the United States
Treasury check by which the Government remits the payment to the holder. The effective date of any prepayment retained and remitted
sy the Government to the holder on an annual installment due date basis shall be the date of the prepayment of Borrower, and the
Government will pay the interest to which the holder is entitled accruing between the effective date of any such prepayment and the date
of the Treasury check to the holder.

Position 2 RD 440-22 (Rev. 6-98)
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Mr. Frank A. Gabriel, President
Dobbin-Plantersville Water Supply Corporation
P. O. Box 39

Plantersville, Texas 77363

Dear Mr. Gabriel:
Enclosed is your copy of Form FmHA 1940-1, "Request for Obligation of Funds."
Your loan in the amount of $378,000.00 and grant in the amount of $202,000.00

were approved on May 19, 1997.

Sincerely,

. /
L
EVEN A. CARRIKER

cting State Director

Enclosure

Rural Development is an Equal Opportunity Lender.
Complaints of discrimination should be sent to:
Secretary of Agriculture, Washington, D.C. 20250
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1780-28 LOAN RESOLUTION SECURITY AGREEMENT OMB. NO. 0575-0015

(Revised 2/15/00)
A RESOLUTION OF THE Board of Directors @ @ P “
OF THE Dobbin-Plantersville Water Supply Corporation

AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS IN THE
PRINCIPAL AMOUNT OF ___$ 378,000.00 FOR THE PURPOSE

OF PROVIDING A PORTION OF THE COST OF ACQUIRING AND CONSTRUCTING A

Water System Improvements poovinING FOR THE COLLECTION, HANDLING, AND

DISPOSITION OF REVENUES THEREFROM, AND AUTHORIZING MAKINGS OF PROMISSORY NOTE(S),
SECURITY INSTRUMENTS, AND PLEDGES OF REVENUES TO EVIDENCE AND SECURE THE PAYMENT OF
SAID INDEBTEDNESS AND FOR RELATED PURPOSES.

WHEREAS, the Dobbin-Plantersville Water Supply Corporation , (hereinafter

referred to as the "Organization”), was organized under Article 1434a of the revixed civil statutes of

Texas, 1925 for the purpose of providing a

central water system in Grimes and Montgomery counties Dsarebanbies sollcrndito.on s
"Facility”) to serve the Members of the said Organization; and

WHEREAS, a meeting of the members of the said organization was held on the _21st_ day of —March, 2000
pursuant to proper notice thereof to consider plans for the acquisition and construction methods of financing the Facility:

and, as shown by the minutes of said meedng. of the seven (7) members of record of the organization there were

present and voting __S€ven () ,and bya recorded majority vote, the Facility and its financing authorized; and,

WHEREAS, the proposed Facility is to be constructed and equipped in accordance with plans, and specifications

prepared by J. F. Fontaine & Associates, Inc. , P.0O. Box 4187, Palestine, TX 75802

and in order to finance the Facility, the _______Board of Directors

(hereinafter referred to as the “Board”) is authorized and empowered, in their discretion, forand in the name of the organization,
to make application to the United States of America, acting through the United States Department of Agriculture,

(hereinafter referred to as the "Government"), for financial assistance; to cause the execution and delivery of a
promissory note or notes or other evidence of indebtedness (hereinafter referred to as the "note"), and appropriate security instruments
to secure any loan or loans made or insured by the Government; to comply with any requirements, terms or conditions prescribed by the
Government or by Government regulations; and to execute contracts or enter into agreements and, without limitation, to take any and
all other action as may be necessary, incidental or appropriate to finance, acquire, construct, complete, and/or equip the Facility for and
on behalf of the Organization.
NOW THEREFORE, it is hereby resolved by the Board as follows:

Section 1. (Determination of Board). That it is necessary to defray a portion of the costs of financing the Facility by obtaining
a loan made or insured by the Government in accordance with applicable provisions of the Consolidated Farm and Rural Development
Act, it being determined that the Organization is unable to obtain sufficient credit elsewhere to finance the Facility, taking into

consideration prevailing private and cooperative rates and terms currently available;

iblic reporting burdam for this couoettn of 4 on is 4 d to age 1 hour per response, Including the time for mtcrlnq ln:mtlm.
'u-euu existing data and mai ining the data nseded, and completing and reviewing the collectioa of inf ion
wge * this burden estimate or any other aspect of this collection of information, imcluding suggestions for ing this Mn :e mn: of.
red re, Clearance Officer, OIRM, Room 404-W, Washington, DC 20250) and to the Office of and » Pap du

ode.

(OMB No. 0575-0015), Washington, DC 20503.
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$ 378,000.00

) Section 2. (Terms ‘of Loan). That the Organization borrow and issue as evidence
thereof an installment promissory note in the form prescribed by the Government for the full principal amount of the loan.
The note shall be signed by the President, attested by the Secretary and have the corporate seal of the Organization affixed

4.5%

thereto, and shall bear interest from its date, which shall be the date of delivery at a rate not to exceed percent per annum;

the principal and interest shall be paid over a period of _&E)___yeaxs in accordance with the payment schedule set forth in
the promissory note, until the principal and interest are fully paid except the final payment of the entire indebtedness, if not

sooner paid, shall be dueand payable ___"i(_)_____ years from the date of the note. Each payment shall be applied first to the
payment of the accrued interest and second to the payment of the principal. Prepayments of any installment may be made
in any amount at any time at the option of the Organization.

Section 3. (Assignment and Pledge of Revenue).*The indebtedness hereby authorized to be incurred, together with the
interest thereon, shall be payable from the gross income and revenue to be derived from the operation of the Facility, a
sufficient portion of which, to pay the principal and interest as and when the same shall become due, is hereby assigned, and
pledged and shall be set aside for that purpose and this assignment and pledge shall extend to and include any assessments
that may be levied pursuant to Section 5 (d) hereof,

Section 4. (Protection and Disposition of Funds). The Secretary-&easurer
of the Organization shall be the custodian of all funds of the Organization. Funds may be deposited in institutions insured
by the State or Federal Government or invested in readily marketable securities backed by the full faith and credit of the
United States. Any income from these accounts will be considered as revenues of the system.

The Secretary-Treasurer is hereby directed to establish the following accounts into which the current funds

of the Organization, note proceeds, the revenues from the Facility and any other income shall be deposited, which accounts
shall be continually maintained, except as otherwise provided, so long as the indebtedness hereby authorized remains unpaid:

(a) Construction Account.
The proceeds of the borrowing hereby authorized not disbursed contemporaneously with loan closing for incurred Facility

costs, and at least the amount of 0 to be contributed by the Organization from the collection of initial
connection fees, membership fees or contributions shall be deposited in the Construction Account which shall be established
as required by the Government. Withdrawals from the construction account shall be made only on checks signed by the

Secretary-Treasurer of the Organization as authorized by the Board from time to time,
and with prior concurrence of the Government. At the option of the Government, the construction account may be established
as a "supervised bank account”. Amounts in the supervised bank account exceeding $100,600 shall be secured by the depository
bank in advance in accordance with U.S. Treasury Department Circular No. 176. Withdrawals from a supervised bank account

shall be made only on checks signed by the Secretary-Treasurer of the Organization and countersigned by
an authorized official of the Department of Agriculture. The Organization's share of any insurance or liguidated damages

and other monies paid by defaulting contractors or their sureties will be deposited in the Construction Account to assure
completion of the Facility. When all construction costs have been paid infull, any balance remaining in the Construction
Account may be applied on the loan or used for other authorized purposes that have been approved by the Government

and the Construction Account shall be closed.

(b) General Account
As soon as the facility becomes revenue producing, all funds received shall be set aside in an account to be designated as the

General Account, and disbursements and transfers from this account shall be in the following priority: Debt Service,
Operations and Maintenance, transfers to Reserve Account. Monies deposited in the General Account shall be used only in

the manner and order as follows:

(1)  Borrowers making monthly USDA Debt Service Payments shall use the General Account for making such
payments plus operating and maintenance expenses. Also, funds will be transferred from this account to the Reserve Account

in accordance with (d) below.

(2)  Borrowers making other than monthly USDA Debt Service Payments shall use the General Account to pay
operating and maintenance expenses. Other transfers from this account will be made in the following order: (i} Transfers
to the Debt Service Account will be made in accordance with (c) below, (ii} Transfers to the Reserve Account will be made in

accordance with (d) below.

-2-



(c) Debt Service Account
For borrowers on other than monthly debt service payments, transfers, in proportion to income availability, shall be made
from the General Account and set aside in an account designated as the Debt Service Account, in sufficient amounts which
will accumulate for the next installment on the note.

(d) Reserve Account
From the remaining funds in the General Account, after transfers and payments required in (b)(1) or {b)(2) and (c), there

173.50

shall be set aside into an account(s) designated as the Reserve Account(s) the sum of

each month until the sum of $83,280 is reached. With the prior written approval of the Government,

funds may be withdrawn and used for such things as loan installments, emergency maintenance, extensions to facilities
and replacement of short-lived assets, subject to conditions established by the Government.
{e) Whenever there shall accumulate in the General Account amounts in excess of those required in
subsections (b)(1) and {2), (c), and (d), such excess will be used by the organization to make prepayments
on the loan or retained in the General Account.
(f) The accounts required in subsections (b)(1) and {2}, (c}, and (d) may be established and maintained
as bookkeeping accounts or as separate bank accounts at the election of the Organization, unless otherwise
directed by the Government.

Section 5. (Other Covenants and Agreements of the Organization). The Organization covenants and agrees that so long
as the indebtedness hereby authorized remains unpaid;

(@) It will indemnify the Government for any payments made or losses suffered by the Government.

(b) It will comply with applicable State laws and regulations and continually operate and maintain the Facility
in good condition.

(c) It will impose and collect such rates and charges that gross revenues will be sufficient at all times to provide
for payment of the operation and maintenance thereof; the instaliment payments on the note; and the maintenance of
the various funds herein created. All service rendered by or use of the Facility shall be subject to the full rates prescribed in
the rules and regulations of the Organization; no free service by or use of the Facility will be permitted.

{d) It will cause to be levied and collected such assessments as may be necessary to operate and maintain the
Facility in good condition and meet installment payments on the note when the same become due if, for any reason, gross
revenues are insufficient.

(e) Tt will establish and maintain such books and records relating to the operation of the system and its
financial affairs, and will provide for the annual audit thereof, in such manner as may be required by the Government; will
provide the Government without its request a copy of each such audit; and will make and forward to the Government such
additional information and reports as it may from time to time require.

(f) It will provide the Government, at all reasonable times, access 1o all books and records relating to the
Facility and access to the property of the Facility so that the Government may ascertain that the Organization is complying
with the provisions hereof and with the provisions of other instruments incident to the making or insuring of the loan.

(& It will maintain at least such insurance and fidelity bond coverage as may be required by the Government,

(h) It will not borrow any money from any source or enter into any contract or agreement or incur any other
Habilitles in connection with making extensions or improvements to the Facility, exclusive of normal maintenance, without
obtaining the prior written consent of the Government.

(i) Itwill not cause or permit any voluntary dissolution of its organization, or merge or consolidate with any
other organization, without obtaining the prior written consent of the Government. It will not dispose of or transfer title
to the facility or any part thereof, including lands and interest in lands, by sale, security instrument, lease or other
encumbrance, without obtaining the prior written consent of the Government. Revenue in excess of the amount required to
maintain the accounts described by Section 4 herein will not be distributed or transferred to any other organization or

legal entity.
() Itwill not modify or amend the Articles of Incorporation or the Bylaws of the Organization without the

written consent of the Government,
(k) It will provide adequate service to all persons within the service area who can feasibly and legally be served
and will obtain USDA's concurrence prior to refusing new or adequate services to such persons. Upon failure to provide
services which are feasible and legal, such person shall have a direct right of action against the organization or public body.
(1) Al present and future contract rights, accounts receivable, and general intangibles arising in connection
with the facility are pledged as security for the loan.
(m) It will comply with the measures identified in the Government's environmental impact analysis for this
facility for the purpose of avoiding or reducing adverse environmental impacts of the facility’s construction or operation.




Sertion 6. (Security Instruments). In order to secure the payment of the principal and interest of the note, the
President and Secretary of the Organization are hereby authorized and directed to execute and deliver good and sufficient
lien instruments, where necessary, encumbering the properties and assets both real and personal constituting said Facility, as
completed or as the same may be thereafter extended, including an assignment and pledge of revenues and such other
instrurnents as may be prescribed by the Government

Section 7. (Reflnancing). If at any time it shall appear to the Government that the Organization is able to refinance
the amount of the indebtedness then outstanding, in whole or in part, by obtaining a loan for such purposes from responsible
cooperative or private credit sources at reasonable rates and terms for loans for similar purposes and periods of time, the
Organization will, upon request of the Government, apply for and accept such loanin sufficient amount to repay the
Government and will take such actions as may be required in connection with such loan.

Section 8.  ("Equal Employment Opportunity under Construction Contracts and Nondiscrimination™). The President
and the Secretary be and they are hereby authorized and directed to execute for and on behalf of the Organization, Form
RD 400-1, "Equal Opportunity Agreement”, and Form RD 400-4, "Assurance Agreement”.

$202,000
Section 9. Inth f tinth tt d
n n the case of a grant in the sum not to excee PFESTAERE

hereby accepts the grant under the terms as offered by the Government and that the
and _Secretary-Treasureyf the Organization are hereby authorized and empowered to take all action necessary or

appropriate in the execution of all written instruments as may be required in regard to or as evidence of such grant and the
Organization hereby resolves to operate the facility under the terms as offered in said grant agreement(s).

, the Organization

Section 10. Default under the provisions of this agreement or any instrument incident to the making or issuing of the
loan may be construed by the Government to constitute default under any other instrument held by the Government and
executed or assumed by the Organization, and default under any such instrument may be construed by the Government to

constitute default hereunder.

Section 11. (Resolution of Contract). The provisions hereof and the provisions of all instruments incident to the making
or the insuring of the loan, unless otherwise specifically provided by the terms of such instruments, shall constitute a contract
between the Organization and the Government or assignee so long as the note hereby authorized remains unpaid.

Section 12. This resolution shall take effect and be in force from and after the 218 day of
March, 2000 , being the date of its enactment.
The vote was: Yeas 7 Nays 0 Absent 0

Dobbin-Plantersville Water Supply Corporation

(SEAL) (if applicable) By /s/ JOHN MOCK
JORN MOCK

Attest: Title President

/s/ JOY STEPHENSON
JOY STEPHENSON
Title __Secretary-Treasurer

CERTIFICATION

1, the undersigned, as secretary of the _Dobbin-Plantersville Water Supply Corporation '
Board of Directors of such Organization or Corporation is composed of _S€ven(7)

hereby certify that the
members of whom _SE’EE‘_(__D , constituting a quorum, were present at a meeting thereof duly called and held on the 21SL day

of March, 2000 ; that the foregoing resolution was adopted at such meeting by the vote shown
above, and that said resolution has not been rescinded or amended in any way.

Dated, this 21st day of March, 2000
/s/ JOY STEPHENSON
JOY STEPHENSON
Secretary of __Dobbin-Plantersville Water Supply Corporation

4-



AFFIDAVIT ON BEHALF OF BORROWER

STATE OF TEXAS )

COUNTY OF __ GRIMES )
Johnny Mock, being first duly sworn on his oath deposes and

says:
That he is the President of the Dobbin-Plantersville Watexr

Supply Corporation, which corporation is the owner of the
facilities being mortgaged to the United States of America as
security for the repayment of a loan in the amount of

$378,000.00;
That there has been no material furnished or labor performed

in connection with the construction, enlargement or
rehabilitation of said facilities which has not been paid for,

That there are no financing statements, security agreements,
chattel mortgages, conditional sales contract or other title
retaining instruments of any kind covering or affecting any
improvements, equipment or fixtures appurtenant to the said
facilities,

May 2000

Executed this 1lthday of
DOBBIN-PLANTERSVILLE WATER SUPPLY

CORPORATION
5y Pl

ijﬁbhnnx,M6ck, President

Subscribed and sworn to before me this 1llth day of

J/Mﬂ / &LJ?T%&J)

Notary Public, State of Texas
MARGO L., CONSTANCIO

May ,

“\\\\\\\\\\t\lIlulll/,,,//”
Yy,
Ne s,

(SEAL)




USDA-FmHA Position 3
Form FmHA 400-4

(Rev.8-29-79) 'ASSURANCE AGREEMENT
(Under Title VL. Civil Rights Act of 1964) @ PY
in-Plantersville Water Supply Corporation

Th Dobbin-

P.O. Box 127, Plantersville, Texas 77360
(address)

(“Recipient” herein) hereby assures the U.S. Department of Agriculture that Recipient is in compliance with and will continue to comply
with Title VI of the Civil Rights Act of 1964 (42 USC 2000d et. Seq.), 7 CFR Part 15, and Farmers Home Administration regulations
promulgated thereunder, 7 C.F.R. §1901.202. In accordance with the Act and the regulations referred to above. Recipient agrees that in
conncction with any program or activity for which Recipicnt receives Federal financial assistance (as such term is defined in 7 CF.R.
§14.2) no person in the United States shall, on the ground of race, color, or natural origin, be excluded from participation in, be denied the
benefits of, or be otherwise subjected to discrimination.

l. Recipient agrees that any transfer of any aided facility, other that personal property, by sale, lease or other conveyance of contract, shall
be, and shall be made expressly, subject to the obligations of this agreement and transfer’s assumption thereof.

2. Recipient shall:

(a) Keep such records and submit to the Government such timely, complete, and accurate information as the Government may
determine to be necessary to ascertain our/my compliance with this agreement and the regulations.

(b) Permit access by authorized employees of the Farmers Home Administration or the U.S. Department of Agriculture during normal
business hours to such books, accounts and other sources of information and its facilities as may be pertinent to ascertaining such
compliance.

(c) Make available to users, participants beneficiaries and other interested persons such information regarding the provisions of this

agreement and the regulations, and in such manner as the Farmers Home Administration or the U.S. Department of Agriculture finds
necessary to inform such persons of the protection assured them against discrimination.

3. The obligation of this agreement shall continue:
(a) As to any real property, including any structure, acquired or improved with the aid of the Federal financial assistance, as long as
such real property is used for the purpose for which the Federal financial assistance is made or for another purpose which affords
similar services of benefits, or for so long as the Recipient retains ownership or possession of the property whichever is longer.

(b) As Lo any personal property acquired or improved with the aid of the Federal financial assistance, so long as Recipient retains
ownership or possession of the property.

(c) As to any other aided facility or activity, until the last advance of funds under the loan or grant has been made.
4. Upon any breach or violation of this agreement the Government may, at its option:
(a) Terminate or refuse to render or continue financial assistance for the aid of the property, facility, project, service or activily.

(b) Enforce this agreement by suit for specific performance or by any other available remedy under the laws of the United States or
the State in which the breach or violation occurs.

ghts and remedies provided'fo} under this agreement shall be cumulative.

n witness &vl i”' i i on this date has caused this agreement to be executed by its
Iuly ayﬂi‘onzed o[ﬁcers ﬁnd Y?’seal aﬂ'xxed hereto or if a natural person, has hereunto executed this agreement.

E e,':'f_‘,',.:,‘:"/ 2 .

S AR IR T IR O SR e Recipient

i .',b') RS A ‘ e June.29. 1999
ate
///Pz_(r‘(;fb
" John Mock, President  Title
Recipient

U.S. GPO -0665-011/1559



RUS Bulletin 1780-12
Water and Waste System Grant Agreement

United States Department of Agriculture
Rural Utilities Service

THIS AGREEMENT dated _ December 15 . 1998 , between

Dobbin-Plantersville &-&% Water Supply Corporation
a public corporation organized and operating under

State Statutes
(Authorizing Statute)

herein called “Grantee,” and the United States of America acting through the Rural Development Service,
Department of Agriculture, herein called “Grantor,” WITNESSTH:

WHEREAS

Grantee has determined to undertake a project of acquisition, construction, enlargement, or capital improvement
of a (water) {waste) system to serve the areca under its junisdiction at an estimated cost of $ __380,000.00
and has duly authorized the undertaking of such project.

Grantee is able to finance pot more than § ___378.000.00 of the development cost
through revenues, charges, taxes or assessments, or funds otherwise available to Grantee resulting in a reasonable
user charge.

Said sum of § 378,000 00 has been commutted to and by Grantee for such project
development costs.

Grantor has agreed to grant the Grantee a sum not to exceed $ __202,000.00 or___33
percent of said project development costs, whichever is the lesser, subject to the terms and conditions established
by the Grantor. Provided, however, that the proportionate share of any grant funds actually advanced and not
needed for grant purposes shall be retumed immediately to the Grantor. The Grantor may terminate the grant in
whole, or in part, at any time before the date of completion, whenever it is determined that the Grantee has failed
to comply with the Conditions of the grant.

As a condition of this grant agreement, the Grantee assures and certifies that it is in compliance with and will
comply in the course of the agreement with all applicable laws, regulations, Executive orders and other generally
applicable requirements, including those set out in 7 CFR 3015.205(b), which hereby are incorporated into this
agreement by reference, and such other statutory provisions as are specifically set forth herein.

NOW, THEREFORE, in consideration of said grant by Grantor to Grantee, to be made pursuant to
Section 306(a) of The Consolidated Farm and Rural Development Act, for the purpose only of defraying a part
not to exceed __35_ percent of the project development costs, as defined by applicable Rural Utilities Service
instructions.

Grantee Agrees That Grantee Will:

A. Cause said project to be constructed within the total sums available to it, including said grant, in
accordance with the project plans and specifications and any modifications thereof prepared by Grantee and
approved by Grantor,
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B. Permit peniodic inspection of the construction by a representative of Grantor during construction.

C. Manage, operate and maintain the system, including this project if less than the whole of said system,
continuously in an efficient and economical manner,

D. Make the service of said system available within its capacity to all persons in Grantee’s service area
without discrimination as to race, color, religion, sex, national origin, age, martial status, or physical or mental
handicap (possess capacity to enter into legal contract for services) at reasonable charges, including assessments,
taxes, or fees in accordance with a schedule of such charges, whether for one or more classes of service, adopted
by resolution dated__May I, 1997 | as may be modified from time to time by Grantee. The initial rate
schedule muist be approved by Grantor. Thereafter, Grantee may make such modifications to the rate system as
long as the rate schedule remains reasonable and nondiscriminatory.

E Adjust its operating costs and service charges from time to time to provide for adequate operation and
maintcnance, emergency repair reserves, obsolescence reserves, debt service and dept service rescrves.

F. Expand its system from time to time to meet reasonably anticipated growth or service required in the
area within its jurisdiction.

G. Provide Grantor with such periodic reports as it may require and permit periodic inspection of its
operation by a representative of the Grantor.

H. to exccute any agreement required by Grantor which Grantee is legally authorized to execute. If any
such agreement has been exccuted by Grantee as a result of a loan being made to Grantee by Grantor
contemporancously with the making of this grant, another agreement of the same type need not be exccuted in
connection with this grant.

1. Upon any default under its representations or agreements set forth in this instruments, Grantee, at the
option and demand of Grantor, will repay to Grantor forthwith the original principal amount of the grant stated
herein above with the interest at the rate of 3 percentum per annum from the date of the default. Default by the
Grantee will constitute termination of the grant thereby causing cancellation of Federal assistance under the grant.
The provisions of this Grant Agreement may be enforced by Grantor, at its option and without regard to prior
waivers by it previous defaults of Grantee, by judicial proceedings to require specific performance of the terms
of this Grant Agreement or by such other proceedings in law or equity, in either Federal or State courts, as may
be deemed necessary by Grantor to assure compliance with the provisions of this Grant Agreement and the laws
and regulations under which this grant is made.

J. Return immediately to Grantor, as required by the regulations of Grantor, any grant funds actually
advanced and not needed by Grantee for approved purposes. -

K. Usc the real property including land, land improvements, structures, and appurtenances thereto, for
authorized purposes of the grant as long as needed.

1. Title to real property shall vest in the recipient subject to the condition that the Grantec shall use the
real property for the authorized purpose of the original grant as long as nceded.

2. The Grantee shall obtain approval by the Grantor agency for the usc of the real property in other
projects when the Grantee determines that the property is no longer needed for the original grant purposes.
Use in other projects shall be limited to those under other Federal grant programs or programs that have
purposes consistent with those authorized for support by the Grantor.
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3. When the real property is no longer needed as provided in | and 2 above, the Grantee shall request
disposition instructions from the Grantor agency or its successor Federal agency. The Grantor agency
shall observe the following rules in the disposition instructions:

(@) The Grantee may be permitted to rctain title after it compensates the Federal Government in
an amount computed by applying the Federal percentage of participation in the cost of the
original project to the fair market value of the property.

(b) The Grantee may be directed to sell property under guidelines provided by the Grantor
agency. When the Grantee is authorized or required to sell the property, proper sales procedures
shall be established that provide for completion to the extent practicable and result in the highest
possible return.

[Revision 1, 04/17/1998)

(¢) The Grantee may be directed to transfer title to the property to the Federal Government
provided that in such cases the Grantee shall be entitled to compensation computed by applying
the Grantec’s percentage of participation in the cost of the program or project to the current fair
market valuc of the property.

This Grant Agreement covers the following described real property (use continuation sheets as necessary).

37,805 Feet (7.16 miles) of PVC Line ranging in size 47 to 67
One (1) deep well and pump
One (1) standpipe

L. Abide by the following conditions pertaining to equipment which is furnished by the Grantor or
acquired wholly or in part with grant funds. Equipment means tangible, non-expendable, personal property having
a useful life of more that one year and an acquisition cost of $5,000 or more per unit. A grantee may usc its own
definition of equipment provided that such definition would at Icast include all equipment defined above.
[Revision 1, 04/17/1998]

1. Use of equipment.

(a) The Grantee shall usc the equipment in the project for which it was acquired as long as
needed. When no longer needed for the original project, the Grantee shall use the equipment in
connection with its other Federally sponsored activities, if any, in the following order of priority.

(1) Activities sponsored by the Grantor.
(2) Activities sponsored by other Federal agencies.

(b) During the time that equipment is held for use on the property for which it was acquired, the
Grantee shall make it available for use on other projects if such other use will not interfere with
the work on the project for which the equipment was originally acquired. First preference for
such other use shall be given to Grantor sponsored projects. Second preference will be given to
other Federally sponsored projects.
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2. Disposition of equipment. When the Grantee no longer needs the equipment as provided in paragraph
(a) above, the equipment may be used for other activities in accordance with the following standards.

(a) Equipment with a current per unit fair market value of less than $5,000. The Grantee may usc
the equipment for other activities without reimbursement to the Federal Government or sell the
equipment and retain the proceeds.

(b) Equipment with a current per unit fair market value of $5,000 or more. The Grantee may
retain the equipment for other uses provided that compensation is made to the original Grantor
agency or its shall bc computed by applying the percentage of Federal participation in the cost
of the original project or program to the current fair market value or proceeds from sale of the
equipment. If the Grantee has no need for the equipment and the equipment has further use value,
the Grantee shall request disposition instructions from the original Grantor agency.

The Grantor agency shall determine whether the equipment can be used to meet the agency’s
requirements. If no requirements exist within that agency, the availability of the cquipment shall
be reported, in accordance with the guidelines of the Federal Property Management Regulations
(FPMR), to the General Services Administration by the Grantor agency to determine whether a
requirement for the equipment exist in other Federal agencies. The Grantor agency shall issuc
instructions to the Grantee no later than 120 days after the Grantee requests and the following
procedures shall govern:

(1) It so nstructed or if disposition instructions are not issued within 120 calendar days
after the Grantee’s request, the Grantee shall sell the equipment and reimburse the
Grantor agency an amount computed by applying to the sales proceeds the percentage
of Federal participation in the cost of the original project or program. However, the
Grantee shall be permitted to deduct and retain from the Federal sharc ten percent of the
proceeds for Grantee’s selling and handling expenses.

(2) If the Grantee is instructed to ship the cquipment elsewhere the Grantee shall be
reimbursed by the benefitting Federal agency with an amount which is computed by
applying the percentage of the Grantee participation in the cost of the original grant
project or program to the current fair market value of the equipment, plus any rcasonablc
shipping or interim storage costs incurred.

(3) If the Grantee is instructed to otherwise dispose of the equipment, the Grantee shall
be reimbursed by the Grantor agency for such costs incurred in its disposition,

3. The Grantee’s property management standards for equipment shall also include:

(a) Record which accurately provided for; a description of the equipment; manufacture’s serial
number or other identification number; acquisition date and cost; source of the equipment;
percentage(at the end of budget year) of Federal participation in the cost of the project for which
the equipment was acquired; location, use and condition of the equipment and the date the
information was reported; and ultimate disposition data including sales price or the method used
to determine current fair market value if the Grantee reimburses the Grantor for its share.

(b) A physical inventory of equipment shall be taken and the results reconciled with the equipment
records at least once every two years to verify the existence, current utilization, and continucd
need for the cquipment.
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(c) A control system shall be in effect to insure adequate safeguards to prevent loss, damage, or
theft of the equipment. Any loss, damage, or theft of equipment shall be investigated and fully
documented.

(d) Adequate maintenance procedures shall be implemented to keep the equipment in good
condition,

() Proper sales procedures shall be established for unneeded equipment which would provide for
completion to the extent practicable and result in the highest possible return.

This Grant Agreement covers the following described equipment (use continuation sheets as
necessary).

M. Provide Financial Management System which will include:

1. Accurate, current, and complete disclosure of the financial results of each grant. Financial reporting
will be on an accrual basis.

2. Record which identify adequately the source and application of funds for grant-supported activities.
Those records shall contain information pertaining to grant awards and authorizations, obligations,
unobligated balances, assets, liabilities, outlays, and income.

3. Effective control over and accountability for all funds, property and other assets. Grantees shall
adequately safeguard all such assets and shall assure that they are used solely for authorized purposes.

N. Retain financial records, supporting documents, statistical records, and all other records pertinent to
the grant for a period of at least three years after grant closing except that the records shall be retained beyond the
three-year period if audit findings have not been resolved. Microfilm or photo copies or similar methods may be
substituted in lieu of original records. The Grantor and the Comptroller General of the United States, or any of
their duly authorized representatives, shall have access to any books, documents, papers, and rccords of the
Grantee’s government which are pertinent to the specific grant program for the purpose of making audits,
examinations, excerpts and transcripts.

0. Provide information as requested by the Grantor to determine the need for and complgte an; necessary
Environmental Impact Statements.

P. Provide an audit report prepared in accordance with Grantor regulations to allow the Grantor to
determine that funds have been used in compliance with the proposal, any applicable laws and regulations and this
Agreement.

Q. Agree to account for and return to Grantors interest earned on grant funds pending their disbursement
for program purposes when the Grantee is a unit of local Government. States and agencies or instrumentality’s
of states shall not be held accountable for interest earned on grant funds pending their disbursement.
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R. Not encumber, transfer or dispose of the property or any part thereof, furnished by the Grantor or
acquired wholly or in part with Grantor funds without the written consent of the Grantor except as provided in item
K above.

S. To include in all contracts for construction or repair a provision for compliance with the Copcland
“Anti-Kick Back” Act (18 U.S.C. 874) as supplemented in Department of Labor regulations (29 CFR, Part 3).
The Grantee shall report all suspected or reported violations to the Grantor.

T. To include in all contracts in excess of $100,000 a provision that the contractor agrees to comply with
all the requirements of the Clean Air Act (42 U.S. C, §7414) and Section 308 of the Water Pollution Control Act
(33 U.S. C. §1318) relating to inspection, monitoring, entry, reports, and information, as well as all other
requirements specified in Section 114 of the Clear Air Act and Section 308 of the Water Pollution control Act and
all regulations and guidelines issued thercunder after the award of the contract. In so doing the Contractor further
agrees:
|Revisions 1, 11/20/1997]

1. As a condition for the award of contract, to notify the Owner of the receipt of any communication from
the Environmental Protection Agency (EPA) indicating that a facility to be utilized in the performance of
the contract is under consideration to be listed on the EPA list of Violating Fagilitics. Prompt notification
is required prior to contract award.

2. To certify that any facility to be utilized in the performance of any nonexempt contractor subcontract
is not listed on the EPA list of Violating Facilities pursuant to 40 CFR Part 32 as of the date of contract
award. o

[Revision 1, 11/20/1997]

3. To include or cause to be included the above criteria and the requirements in every nonexempt
subcontract and that the Contractor will take such action as the Government may direct as a mcans of
enforcing such provisions. ‘

As used in these paragraphs the terms “facility” means any building, plan, installation, structure, minc, vessel or
other floating craft, location, or site of operations, owned, leased, or supervised by a Grantee, cooperation,
contractor, or subcontractor, to be utilized in the performance of a grant, agreement, contract, subgrant, or
subcontract. Where a location or site of operation contains or includes more than one building, plan, installation,
or structure, the entire location shall be deemed to be a facility except where the Director, Office of Federal
Activities, Environmental Protection Agency, determines that the independent facilities are co-located in one
geographical area.

Grantor Agrees That It:

A. Will make available to Grantee for the purpose of this Agreement not to exceed $__202,000.00
which it will advance to Grantee to meet not to exceed __35____ percent of the project development costs of the
project in accordance with the actual needs of Grantee as determined by Grantor.

B. Will assist Grantee, within available appropriations, with such technical assistance as Grantor deems
appropriate in planning the project and coordinating the plan with local official comprehensive plans for sewer and
water and with State or area plans for the area in which the project is located.

C. At its sole discretion and at any time may give any consent, deferment, subordination, release,
satisfaction, or termination of any or all of Grantee’s grant obligations, with or without valuable consideration,
upon such terms and conditions as Grantor may determine to be (1) advisable to further the purpose of the grant
or to protect Grantor’s financial interest therein and (2) consistent with both the statutory purposes of the grant
and the limitations of the statutory authority under which it is made.
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Termination of This Agreement

This Agreement may be terminated for cause in the event of default on the part of the Grantee as provided
in paragraph I above or for convenience of the Grantor and Grantee prior to the date of completion of the grant
purpose. Termination for convenience will occur when both the Grantee and Grantor agree that the continuation
of the project will not produce beneficial results commensurate with the further expenditure of funds.

In witness whereof Grantee on the date first above written has caused these presence to be executed by
its duly authonzed

John Mock, President

attested and its corporate seal affixed by its duly authorized

vy,

Yoy Stephenson, Secretary-Treasurer

John Mock
Prsident

December 13, 1998

b STATES OF AMERICA

AP
e

ey

RURAL UTILITIES SERVICE

By

(Title)
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USDA-FmHA ’ UTILITY SECURITY INSTRUMENT
Form FmHA 1927-1 TX THIS INSTRUMENT GRANTS A SECURITY INTEREST BY A UTILITY
(Rev. 4-93) THIS INSTRUMENT CONTAINS AFTER-ACQUIRED PROPERTY PROVISIONS

REAL ESTATE DEED OF TRUST FOR TEXAS

THIS DEED OF TRUST is made and entered into by and between the undersigned

Dobbin-Plantersville Water Supply Corporation, a corporation organized

and existing under the laws of the State of Texas

Koy Xpomx whose post

XOCRIRDECHOK

office address is P. 0. Box 127, Plantersville Texas 77363
Steven A. Carriker, 101 S. Main,

herein called “Borrower,” and Suite 102, Temple, TX 76501 . State Director of the

Farmers Home Administration for the Stute of Texas, and State Director’s successors in office as State Director or Acting State Director, as
trustee, heyem called “Trustee,” and the Uniled States of Amertcu, acting through the Farmers Home Administration, United States Depart-
ment of Agriculture, as beneficiary, heremn called the “Government,” and;

WHEREAS Borrower is indebted to the Government as evidenced by one or more promissory note(s) or assumption agreement(s)
or any shared appreciation or recapturc agreement, herein called “note,” which has been executed by Borrower, is payable to the order of the
Government, authorizes acceleration of the entire indebtedness at the option of the Government upon any default by Borrower, and is de-

scribed as follows:

Annual Rate Due Dare of Final
Date of Instrument Principal Amonnt of interest lastallment

May 11, 2000 $378,000.00 4., 50% May 11, 2040

(The interest rate for limited resource farm ownership or limited resource operating loan(s) secured by this instrument may be increased
as provided in the Farmers Home Administration regulations and the note.)

And the note evidences a loan to Borrower, and the Government, st any time, may assign the note and insure payment thercol pursuant
to the Consolidated Furm and Rural Development Act, or Title V of the Housing Act of 1949, or any other statutes adminstered by the
Farmers Home Admimsiration.

And it 15 the purpose and intent ol this instrument that, among other things. at all times when the note s heid by the Government, or
the event the Government should assign this instrument without imsurance of the note, this instrument shall secure payment of the note; but
when the note is held by an insured holder, this instrument shall not secure payment of the note or attach to the debt evidenced thereby, bul
a5 10 the note and such debt shall constitute an indemnily mortgage to secure the Governiment against loss under its insurance contract by
reason of any detault by Borrower:

And this instrurnent also secures the recapiure of any deferred principal and interest or of any interest credit and subsidy which may be granted to
the Bortower by the Government pursuant to 42 U S.C. §§ 1472(g) or 1490a. respecuively, or any amount due under any Shared Appreciation/Recapture
Agreement entered mto pursuant to 7 U.S.C. § 2001,

NOW, THEREFORE, in considerauon of the loan(s) Bortower does hereby grant. sell, convey, and assign unto Trustee the following property

situated in the State of Texas, County(ies) ol Grimes and Montgomery

See attached Exhibit A
Pages 1 through 5

See attached Exhibit B
Page 1 of 1

FmHA 1927-1 TX (Rev. 4-93)



together with all rights (including the rights to mining products, gravel. oil, gas, coal or other minerals), interests, easements, hereditaments and
appurtenances thereunto belonging, the rents, 1ssues, and profits thereof and revenues and income therefrom, all improvements and personal
property now or later attached thereto or reasonably necessary to the use thereof, including, but not limited to, ranges, refrigerators, clothes
washers, clothes dryers, or carpeting purchased or financed in whole or in part with loan funds, all water, water rights, and water stock per-
taning thereto, and all payments at any time owing to Borrower by virtue of any sale, lease, transfer, conveyance, or condemnation of any part
thereof or interest therein-all of which are herein called ‘‘the property™

TO HAVE AND TO HOLD the property unto Trustee, Trustee’s successors, grantees and assigns forever;

IN TRUST, NEVERTHELESS, (a) at all times when the note is held by the Government, or in the event the Government should assign
this instrument without insurance of the payment of the note, to secure prompt payment of the note and any renewals and extenstons thereof
and any agreements contained therein, including any provision for the payment of an insurance or other charge, (b) at all times when the note
is held by an insured holder, to secure performance of Borrower's agreement herein to indemnify and save harmless the Government against
loss under its insurance contract by reason of any default by Borrower, and (¢) in any event and at all times to secure the prompt payment of
all advances and expenditures made by the Government, with interest, as hereinafter described, and the performance of every covenant and
agreement of Borrower contained herein or in any supplementary agreement.

AND BORROWER for Borrower’s self, Borrower's heirs, executors, administrators, successors and assigns WARRANTS the property
unto Trustee for the Benefits of the Government against alt lawful claims and demands whatsoever except any liens, encumbrances, easements,
reservations, or conveyances specified hereinabove, and COVENANTS AND AGREES as follows:

(1)  To pay promptly when due any indebtedness to the Government hereby secured and to indemnify and save harmless the Govern-
ment against any loss under its insurance of payment of the note by reason of any default by Borrower At all times when the note 15 held by
an insured holder, Borrower shall continue to make payments on the note to the Government, as collection agent for the holder.

(2)  To pay the the Government such fees and other charges as may now or hercafter be required by regulations of the Farmers Home
Administration

(3) If requwred by the Government, to make additional monthly payments of 1/12 of the estimated annual taxes, assessments, in-
surance prermiums and other charges upon the mortgaged premises.

(4)  Whether or not the note is insured by the Government, the Government may at any time pay any other amounts required herein
to be paid by Borrower and not paid by Borrower when due, as well as any costs and expenses for the preservation, protection, or enforcement
of this lien, as advances for the account of Borrower. All such advances shall bear interest at the rate borne by the note which has the highest
interest rate.

(5 All advances by the Government as described in this instrument, with interest, shall be immediately due, and payable by Borrower
to the Government without demand at the place designated in the latest note and shall be secured hereby. No such advance by the Government
shall relieve Borrower from breach of Borrower’s covenant to pay. Any payments made by Borrower may be applied on the note or any indebt-
edness to the Government secured hereby, in any order the Government determines,

(6)  To use the loan evidenced by the note solely for purposes authorized by the Government.

(7Y To pay when due all taxes, liens, judgments, encumbrances, and assessments lawfully attaching to or assessed against the property,
including all charges, and assessments in connection with water, water rights, and water stock pertaining to or rcasonably necessary to the use
of the real property described above, and promptly deliver to the Government without demand receipts evidencing such payments.

(8) To keep the property insured as required by and under insurance policies approved by the Government and, at its request, to
deliver such policies to the Government.

(9) To maintain improvements in good repair and make repairs required by the Government; operate the property in a good and
husbandmanlike manner; comply with such farm conservation practices and farm and home management plans as the Government from time
to time may prescribe; and not to abandon the property, or cause or permit waste, lessening or impairment of the security covered hereby, or,
without the written consent of the Government, cut, remove, or lease any timber, gravel, oil, gas, coal, or other minerals except as may be
necessary for ordinary domestic purposes,

{10) To comply with all laws. ordinances, and regulations affecting the property.

(11) To pay or reimburse the Government for expenses reasonably necessary or incidental to the protection of the lien and priority
hereof and to the enforcement of or the compliance with the provisions hereof and of the note and any supplementary agreement (whether
before or after default), including but not limited to costs of evidence of title to and survey of the property, costs of recording this and other
instruments, attorneys' fees, trustees' fees, court costs, and expenses of advertising, selling, and conveying the property.

(12) Except as otherwise provided by the Farmers Home Administration regulations, neither the property nor any portion thereof or
interest therein shall be leased, assigned, sold, transferred, or encumbered,, voluntarily or otherwise, without the written consent of the Gov-
ctnment. The Government shall have the sole and exclusive rights as beneficiary hereunder, including but not limited to the power to grant
consents, partial releases, subordinations, and satisfaction, and no insured holder shall have any right, title or interest in or to the licn or any
benefits hereof.

(13) At all reasonable tines the Government and its agents may inspect the property to ascertain whether the covenants and agree-
ments contained heremin or m supplementary agreement are being performed.

(14) The Government may (a) adjust the interest rate, payment, terms or balance due on the loan, (b) increase the mortgage by an
amount equal to deferred interest on the outstanding principal, (c) extend or defer the maturity of, and renew and reschedule the payments on,
the debt evidenced by the note or any indebtedness to the Government securcd by this instrument, (d) release any party who is liable under the
note or for the debt from liability to the Government, (e) relcase portions of the property and subordinate its lien, and (f) waive any other of
its rights under this instrument. dny and all this can and will be done without affecting the licn or the priority of this instrument or Borrower's
or any other party's liability to the Government for payment of the note or debt secured by this instrument unless the Government says
otherwise in writing, HOWEVER, any forbearance by the Government—whether once or often—in exercising any right or remedy under this
instrument, or otherwise afforded by applicable law, shall not be a waiver of or preciude the exercise of any such right or remedy.
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(15) The power to appoint a substitute trustee is hereby granted to the Government and its assigns, to be exercised at any time here-
after, without notice and without specifying any reason thercfor, by filing for record in the office where this instrument is recorded an instru-
ment of appointment, whereupon the substitute trustee shall succeed to all the estates, rights, powers, and trusts herein granted to or vested in
Trustee, and the former trustee or substitute trustee shall be divested thereof; and notice of the exercise of this power and any requirement
of, or right to require, a bond from any trustee hereunder, are hereby waived.

(16) If at any time it shall appear to the Government that Borrower may be able to obtain a loan from a production credit association,
a Federal Land bank, or other responsible cooperative or private credit source, at reasonable rates and terms for loans for similar purposes and
periods of time, Borrower will, upon the Government’s request, apply for and accept such loan in sufficient amount to pay the note and any
indebtedness secured hereby and to pay for any stock necessary to be purchased in a cooperative lending agency in connection with such loan

(17) Default hereunder shall constitute default under any other real cstate, or under any personal property or other security instru-
ment held or insured by the Government and executed or assumed by Borrower, and default under any such other security instrument ghall
constitute default hereunder.

(18) SHOULD DEFAULT occur in the performance or discharge of any obligation in this instrument or secured by this instrument,
or should the parties named as Borrower die or be declared incompetent, or should any one of the parties named as Borrower be discharged
in bankruptcy or declared an insolvent or make an assignment for the benefit of creditors, the Government at its option, with or without
notice, may: (a) declare the entire amount unpaid under the note and any indebtedness to the Government hereby secured immediately due
and payable, (b) for the account of Borrower incur and pay reasonable expenses for repair or maintenance of and take possession of, operate or
rent the property, (¢) upon application by it and production of this instrument, without other evidence and without notice of hearing of said
application, have a receiver appointed for the property, with the usual powers of receivers in like cases, and (d) authorize and request Trustee to
foreclose this instrument and sell the property as prescribed by law.

(19) Upon default aforesaid: (a) at the request of the Government, Trustee may foreclose this instrument either by court action pur-
suant to law or by advertisement and sale of the property as provided by law, for cash or secured credit at the option of the Government,
personal notices of which sale need not be served on Borrower; (b) such sale may be adjourned from time to time without other notice than
oral proclamation at the time and place appointed for such sale and correction made on the posted notices, and at such sle the Government
and its agents may bid and purchase as a stranger; (¢) Trustec at Trustee’s option may conduct such sale, without being personally present,
through Trustee's delegate authorized by Trustee for such purpose orally or mn writing and without notice to Borrower of such authorization;
and (d) if the property 1s situated in two or more counties, the sale may be held in any one of such countiss selected by the Government in
its sole discretion: Provided, however, that in any deed or deeds exccuted by Trustee hereunder, any and all statements of fact and other re-
citals therein made as to the nonpayment of the money secured, the nonperformance of covenants hercin, the request to Trustee to enforce
this Trust, the proper and duc appointment of any substitute Trustee, the advertisement or due publication of sale, the due authorization by
Trustce of Trustee’s delegate to conduct the sale, or as to any other preliminary act or thing havinp been duly done by said Trustee shal) be
taken by any and all courts of law and equity as prima facic evidence that said statements or recitals do state facts, and without further ques-
tioning shall be accepted as such by Borrower; and provided further, that in the event of foreclosure sale, Borrower shall give up and deliver
immediately possession of the property to the purchaser thercof or assume the status of a tenant at will and be subject to summary dispossess-
ton as by law provided.

(20) The proceeds of foreclosure sale shall be applied in the following order to the payment of: (a) costs and expenses mcident to
enforcing or complying with the provisions hereof, (b) any prior liens required by law or a competent court to be so paid, (¢) the debt evi-
denced by the note and all indebtedness to the Government secured hereby, (d) inferior liens of record required by law or 4 competent court
to be so paid, (e) at the Government’s option, any other indcbtedness of Borrower owing to or insured by the Government, and (f) any balance
to Borrower. In the case the Government is the successful bidder at forcclosure or other sale of all or any part of the property, the Government
may pay its share of the purchase price by crediting such amount on any debts of Borrower owing to or insured by the Government, in the
order prescribed above,

(21) All powers and agencies granted in this instrument are coupled with an interest and arc irrevocable by death or otherwise; and
the rights and remedies provided in this instrument are cumulative to remedies provided by law.

(22) Borrower agrees that the Government will not be bound by any present or future State laws, (a) prohibiting maintenance of an
action for a deficiency judgment or limiting the amount thereof or the ume within which such action must be brought, (b) prescribing any
other statute of limntations, or (c) limiting the conditions which the Government may by regulation impose, including the interest rate it may
lchzu'ge, as a condition of approving a transfer of the property to a new Borrower, Borrower expressly waives the benefit of any such State
aws.

(23) If any part of the loan for which this instrument is given shall be used to finance the purchase, construction or repair of property
to be used as an owner-occupied dwelling (herein called “the dwelling™) and if Borrower intends to sell or rent the dwelling and has obtained
the Government’s consent to do so (a) neither Borrower nor anyone authorized to act for Borrower will, after receipt of a bona tide offer,
refuse to negotiate for the sale or rental of the dwelling or will otherwise make unavailable or deny the dwelling to anyone because of
race, color, religion, sex, handicap. familial status, age or national origin, and (b) Borrower recognizes as illegal and hereby disclaims, and will
ot comply with or atempt to enforce any restrictive covenants on the dwelling relaung to race. color, refigion, sex, hundicap, familial status,
age or national origin.

(24) Borrower further agrees that the loan(s) secured by this instrument will be 1n default should any loan proceeds be used for a pur-
pose that will contribute to excessive erosion of highly erodible land or to the conversion of wetlands to produce an agricultural comrmodity,
as further explained in 7 CFR Part 1940, Subpart G, Exhibit M.

(25) This instrument shall be subject to the present regulations of the Farmers Home Administration, and to its future regulations not
inconsistent with the express provisions hereof.

{26) Notices given hereunder shall be sent by certified mail, unless otherwise required by law, and addressed, unless and until some
other address is designated in a notice so given, in the case of the Government to Farmers Home Administration at Temple, Texas 76501, and
in the casc of Borrower at the address shown in the Farmers Home Administration Finance Office records (which normally will be the same as
the post office address shown above).

(27) If this deed of trust should be invalid for any purpose for which it is executed, such invalidity for such purpose shall not impair
its validity for any other purpose and in the event that any portion of the indebtedness under the note when it is held by the Government or
any assignee of this deed of trust, or any portion of the indebtedness to the Government under this deed of trust, is not validly secured here-
under, then in that event, the first payments made upon any such indebtedness shall be applied 1n payment of that portion of the indebtedness
which is not validly secured, and no payment shall be applied toward that portion of the indebtedness secured by a valid lien hereunder until
any indebtudness not so secured shall have been paid in full.

(28) If any provision of this instrument or apptication thereof to any person or cucumstances is held mvalid, such invalidity will not
affect other provisions or applications of the instrument which can be given effect without the invalid provision or application, and to that
end the provisions hereof are declared to be severable.

-G overaraontwilh-tosthi-suam-ofS
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erect, construct, complete and repair buildings or other improvements upon, and w

itl furnish all labor and material necessary TPOse
of making such repairs and improvements upon said property as are described in the Development Plan ugree : mg by Borrower and
the Government and made a part hereof and incorporated herein by reference, except labor to be s Ted by Borrower; to secure which sum
Borrower hercby gives and creates a valid constitutional and contractual li » foperty; and that if said sum 1s not actually expended
for such repairs and improvements, any amount not 5o > SIYAll be credited on the indebtedness evidenced by the note. It is further
agrced that a failure to complete said repaies Mprovements, or fadure to complete same according to said Development Plan, shall not
defeat smid indebtedngss.d ferr; dut in such event said indebtedness and lien upon said property shall exist in favor of the Government or its
assig : Tount herein agreed upon, less such amount as would be reasonably necessary to complete said repairs and improvements
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represent that Borrowcr does not res:de upon, use, or cl:um as enher a busmess or resxdcnce homestend the propeny descnbc be
that Borrower now resides upon, used an claims as a homestead the following described tract, lot or parcel of land simple mle to

which is vested in Borrower:

(29) IMPORTANT NO R HOMESTEAD IMPROVEMENT LIENS: You and your contractor are responsible
ermés-arrdconditions of this contract. If you sign this contract and you fail to meet the terms and conditions
, you may lose your legal ownership rights in your home. KNOW YOUR RIGHTS AND DUTIES UNDER

SEE ADDITIONAL PROVISIONS ON ATTACHED EXHIBIT A.

WITNESS the signature(s) of borrower on this lith day of May ,)95 _2000

DOBBIN-PLANTERSVILLE WATER SUPPLY CORPORATION

ana——
By 477 g MOk
Johnny Mock, President
STATE OF TEXAS

GRIMES

582 ACKNOWLEDGMENT
COUNTY OF

BEFORE ME, the undersigned, a Notary Public in and for said County and State, on this day personally appeared

Johnny Mock, President of Dobbin-Plantersville Water Supply Corporation, a Texas corporation

known to me to be the person(X) whose name($) is ¥aey subscribed to the foregoing instrument, and acknowledged to me that he(staxtxhexx
executed the same for the purposes and consideration therein expressed, on behalf of said corporation.

GIVEN UNDER MY HAND AND SEAL OF OFFICE this the 11th day of May ¥K_2000

A

Notary Public in and For
the State of Texas

(SEAL)
MARGO L. CONSTANCIO
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TRACT 1:

All that tract or parcel of land situated in Grimes County, Texas
out of the Elizabeth J. Graham Survey A-225 and being a portion
of a called 236.86 acre tract designated as T85M4-a and described
in a deed from Champion International Corporation to Champion
Realty Corporation dated November 8, 1985 and reccrded under
Montgomery County Film Code No. 373-01-1462, said 2.004 acre
tract being more particularly described as follows:

BEGINNING at a found ¥" iron pin and fence corner lying in the
division line between the Elizabeth J. Graham Survey A-225 and
the Valentine Snidexr Survey A-429 and marking the northwest
corner of the original 236.86 acre tract (T85M4-a), interior
corner of a 30 acre tract now or formerly owned by J. Walker and
northwest corner of this tract;

THENCE departing said survey division line with the fenced north
line of this tract N 89° 26' 06" E, 355.42 ft. to a set ¥" iron
pin and fence corner lying in southwest right-of-way line of F.M.
Highway 1486 marking the east corner of the Walker tract and
northeast corner of this tract;

THENCE with the southwest line of F.M. Highway 1486 in a curve to
the right having a radius of 1,382.39 ft., a central angle of 10°
32' 08" for a distance of 254.19 ft. (chord S 38° 35' 16" E,
253.83 ft.) to a set ¥%" iron pin 3.6 ft. east of an existing
fence line for southeast corner;

THENCE departing said highway right-of-way line with the south
line of this tract, S 89° 26' 06" W, 507.83 ft. to a set %" iron
pin lying 2.3 ft. west of an existing fence line in the division
line between the Graham and Snider Surveys and the east line of
the Walker tract for southwest corner of this tract;

THENCE continuing with said survey division line, the east line
of the Walker tract and west line of this tract, N 01° 41' 44" W,
200.00 f£t. to the place of beginning and containing 2.004 acres
of land.

TRACT 2:

Being 0.229 acre of land in the Zachariah Landrum Survey, A-22,
Montgomery County, Texas, and a part of a called 40.0 acre tract
conveyed Allen Bates, recorded in Volume 124, Page 538, Deed
Records of Montgomery County, Texas, saild 0.229 acre tract being
described as follows:

BEGINNING at a % inch ircen rod in the east line of Spring Branch
Road, N 02° 26' W, 681.3 feet from the Bates southwest corner;
THENCE East 100.0 feet to a % inch ireon rod for corner;

THENCE Norxrth 100.0 feet to a % inch iron rod for corner;
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THENCE West 100.0 feet to a ¥ inch iron rod for corner in the
east line of road;

THENCE South 100.0 feet to the place of beginning and containing
0.229 acre of land.

TRACT 3:

Being 0.23 acre in the Jacob Shannon Survey, in Montgomery
County, Texas, and being a part of a 7.02 acre tract deeded from
Katherine Smith Diehl et al. to Barbara Smith Swonke dated

April 27, 1970, and recorded in Volume 708, Page 743, Deed
Records, Montgomery County, Texas, and said 0.23 acre tract being
more particularly described by metes and bounds as follows, to-

wit:

BEGINNING at a point for corner in the north line of the said
Barbara Smith Swonke 7.02 acre tract, as fenced, at a fence
corner, and being in the west margin of a public road;

THENCE S 0° 03' E with a fence and with the west margin of said
public road, a distance of 100.00 feet to a point for corner in
said fence and said west margin of said public road;

THENCE N 89° 58' W a distance of 100.00 feet to a point for
corner;

THENCE N 0° 03' W a distance of 100.00 feet to a point for corner
in a fence, same being in the north line of the said Barbara
Smith Swonke 7.02 acre tract, as fenced;

THENCE 8 89° 58' E with a fence and with the north line of the
said Barbara Smith Swonke 7.02 acre tract, as fenced, a distance
of 100.00 feet to the place of beginning, containing 0.23 acre.

TRACT 4:

Being .157 acre of land in the John Landrum Survey, A-35, (also
referred to as part in the Joel Greenwood Survey, A-20) Grimes
County, Texas, and being parts of certain tracts conveyed
Planters Lodge No. 147, by Beatrice Brown recorded in Volume 296,
Page 59, and Volume 338, Page 181, Deed Records of Grimes County,
Texas, more fully described as follows:

BEGINNING at an iron rod in the northeast line of FP.M. 1774,
being N 47° 00' W, 106.0 feet from the intersection of the west
line of the old School tract with the northeast line of F.M.
Road;

THENCE N 47° 00' W, along the northeast line of road, 100.0 feet
to an iron rod for corner;

THENCE N 03° 28' W, 100.0 feet to an iron rod for corner;

THENCE S 47° 00' E, 100.0 feet to an iron rod for corner;

THENCE S 03° 28' E, 100.0 feet to the place of beginning and
containing .157 acre of land.
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TRACT 5:

Being all that certain tract or parcel of land lying and being
situated in Grimes County, Texas, and being out of the Joel
Greenwood Labor, A-227, also being out of and a part of a 46.5
acre tract described in deed from George W. Mason et ux. to
Leon U. Mason dated March 21, 1941, and recorded in Volume 154,
Page 492, Deed Recoxds of Grimes County, Texas, sald 46.5 acre
tract being the north 46.5 acres out of a 86.5 acre tract and
being more particularly described as follows:

BEGINNING at the intersection of the south line of said 46.5 acre
tract with the east fence line of the High Point County Road;
THENCE North along the east side of said road, 292.1 feet to a
3/8 inch iron rod for the beginning point of this survey;

THENCE North along the east side of said road, 100 feet to a 3/8
inch iron rod for corner;

THENCE East 100 feet to a 3/8 inch iron rod for corner;

THENCE South 100 feet to a 3/8 inch iron rod for corner;

THENCE West 100 feet to the place of beginning and containing
0.2296 acre of land.

SUBJECT, HOWEVER, TO THE FOLLOWING:

1. Deed of Trust dated Maxch 8, 1977 from Dobbin-Plantersville
WSC to J. Lynn Futch, Trustee, securing one promissory note in
the original principal amount of $245,000.00, payable to the
United States of America, filed for record on March 21, 1977
under File No. 77-036422 in the Office of the Secretary of State
of Texas which deed of trust was assigned to GECC on November 3,
1987.

2. Deed of Trust from Dobbin-Plantersville WSC to J. Lynn Futch,
Trustee, securing promissory notes payable to the United States
of America, filed for record on December 28, 1983 under File No.
83-293206 in the Office of the Secretary of State of Texas which
deed of trust was assigned to GECC on November 3, 1987,

3. Reservation and/or conveyance of all oil, gas and other
minerals as described in deed dated March 27, 1998 from Champion
Realty Corporation to Dobbin-Plantersville WSC recorded in Volume
885, Page 685, Deed Records, Grimes County, Texas. (TRACT 1)

4. Restrictive covenants as described in deed dated March 27,
1998 from Champion Realty Corporation to Dobbin-Plantersville WSC
recorded in Volume 885, Page 685, Deed Records, Grimes County,
Texas. {TRACT 1)

5. Reservation and/or conveyance of all oil, gas and other
minerals by prior cwners of record. (TRACTS 2, 3 and 5)
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Together with any and all other real property now owned,
held, leased, or claimed oxr which may hereafter be owned, held,
leased or claimed by Borrower in said counties.

IT.

All right, title and interest of Borrower in, to and under
any and all rights, grants, privileges, rights of way and
eagements now owned, held, leased, enjoyed or exercised, or which
may hereafter be owned, held, leased, acquired, enjoyed or
exercised by Borrower for the purposes of, and in connection
with, the construction or operation by or on behalf of Borrower
of water distribution lines, or systems, and facilities, whether
underground or overhead or otherwise, or of any water pumping and
filter plants and facilities, wherever located in said counties.

III.

All right, title and interest of Borrower in, to and under
any and all licenses, franchises, ordinances, privileges and
permits heretofore granted, issued or executed, or which may
hereafter be granted, issued or executed, to it or to its
assignors by the United States of America, or any state or by any
county, city, municipality, or other political subdivision
thereof, or by any agency, board, commission or department of any
of the foregoing, or by any individual, partnership or
corporation, authorizing the construction, acquisition, or
operation of water pumping or filter plants or distribution
lines, or systems, in the said counties.

IV,

All right, title and interest of Borrower in, to and under
any and all contracts heretofore or hereafter executed by and
between Borrower and any individual, partnership, corporation,
state, county, city, municipality, or other political subdivision
thereof, providing for the purchase of water by Borrower.
Borrower does hereby agree not to modify or terminate any
contract providing for the purchase of water without first
obtaining the consent of FmHA to such modification or
termination.

V.

All water charges and other income from the sale of water,
tolls, assessments, accounts receivable and other choses in
action of whatever nature.
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VI.

Water well equipment and distribution lines thereof together
with all appurtenances thereto presently owned or which may
hereafter be acquired by Borrower, including but not limited to
pump house and mechanical equipment, pumps, motors, electrical
material, pipes, valves, meters, couplings, drills, casings,
reservoirs and tanks located on the above-described property, and
all collatexal similar to the above hereafter acquired by
Borrower, and all substitutes and replacements for, accessions,
attachments and other additions to, and tools, parts and
equipment used in connection with the above collateral.

The property described herein was obtained or improved
through Federal financial assistance. This property 1is subject
to the provisions of Title VI of the Civil Rights Act of 1964 and
the regulations issued pursuant thereto for so long as the
property continues to be used for the same or similar purpose for
which financial assistance was extended or for so long as the
purchaser owns it, whichever is longer.
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As a result of the reorganization o the United States Department
of Agriculture under the Federal Crop Insurance Reform and
Department of Agriculture Reorganization Act of 1994 (the "Act"),
Pub. Law No. 103-354, 108 Stat. 3178 (October 13, 1994), the
Farmers Home Administration and tre Rural Development
Administration were abolished. Parsuant to Sec. 232 of the
Federal Crop Insurance Reform anc Department of Agriculture
Reorganization Act of 1994 (the 'Act"), Pub. Law No. 103-354, 108
Stat. 3178 (Octobexr 13, 1994) (7 U.S.C. § 6942) the Secretary of
Agriculture created a new agency, the Rural Utilities Service, to
assume the water and waste facility programs and activities
formerly administered by the Fairmers Home Administration and the
Rural Development Administration. Therefore, all references to
the Farmers Home Administration or to the Rural Development
Administration in the attached instrument shall be deemed to
refer to the Rural Utilities Service, United States Department of
Agriculture, or to its successor agency.

Signed for identification: DOBBIN-PLANTERSVILLE WATER
SUPPLY CORPORATION

May 11, 2000 By 7  Pppsr Moty

(date) Johnny Mock, President
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Attachment A

I.

TRACT 1:

All that tract or parcel of land situated in Grimes County, Texas
out of the Elizabeth J. Graham Survey A-225 and being a portion
of a called 236.86 acre tract designated as T85M4-a and described
in a deed from Champion International Corporation to Champion
Realty Corporation dated November 8, 1985 and recorded under
Montgomery County Film Code No. 373-01-1462, said 2.004 acre
tract being more particularly described as follows:

BEGINNING at a found ¥" iron pin and fence corner lying in the
division line between the Elizabeth J. Graham Survey A-225 and
the Valentine Snider Survey A-429 and marking the northwest
corner of the original 236.86 acre tract (T85M4-a), interior
corner of a 30 acre tract now or formerly owned by J. Walker and
northwest corner of this tract;

THENCE departing said survey division line with the fenced north
line of this tract N 89° 26' 06" E, 355.42 ft. to a set ¥" iron
pin and fence corner lying in southwest right-of-way line of F.M.
Highway 1486 marking the east corner of the Walker tract and
northeast coxrner cof this tract;

THENCE with the southwest line of F.M. Highway 1486 in a curve to
the right having a radius of 1,382.39 ft., a central angle of 10°
32" 08" for a distance of 254.19 ft. {(chord $§ 38° 35' 16" E,
253.83 ft.) to a set X" iron pin 3.6 ft. east of an existing
fence line for scutheast corner;

THENCE departing said highway right-of-way line with the south
line of this tract, S 89° 26' 06" W, 507.83 ft. to a set ¥" iron
pin lying 2.3 ft. west of an existing fence line in the division
line between the Graham and Snider Surveys and the east line of
the Walker tract for southwest corner of this tract;

THENCE continuing with said survey division line, the east line
of the Walker tract and west line of this tract, N 01° 41' 44" W,
200.00 ft. to the place of beginning and containing 2.004 acres

of land.

TRACT 2:

Being 0.229 acre of land in the Zachariah Landrum Survey, A-22,
Montgemery County, Texas, and a part of a called 40.0 acre tract
conveyed Allen Bates, recorded in Volume 124, Page 538, Deed
Records of Montgomery County, Texas, said 0.229 acre tract being

described as follows:

BEGINNING at a ¥ inch iron rod in the east line of Spring Branch
Road, N 02° 26' W, 681.3 feet from the Bates southwest corner;
THENCE East 100.0 feet to a ¥ inch iron rod for corner;

THENCE North 100.0 feet to a ¥ inch l1ron rod for corner;
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THENCE West 100.0 feet to a ¥ inch iron rod for corner in the

east line of rocad;
THENCE South 100.0 feet to the place of beginning and containing

0.229 acre of land.

TRACT 3:

Being 0.23 acre in the Jacob Shannon Survey, in Montgomery
County, Texas, and being a part of a 7.02 acre tract deeded from
Katherine Smith Diehl et al. to Barbara Smith Swonke dated

April 27, 1970, and recorded in Volume 708, Page 743, Deed
Records, Montgomery County, Texas, and said 0.23 acre tract being
more particularly described by metes and bounds as follows, to-

wit :

BEGINNING at a point for corner in the north line of the said
Barbara Smith Swonke 7.02 acre tract, as fenced, at a fence
corner, and being in the west margin of a public road;

THENCE S 0° 03' E with a fence and with the west margin of said
public road, a distance of 100.00 feet to a point for corner in
said fence and said west margin of said public road;

THENCE N 89° 58' W a distance of 100.00 feet to a point for
corner;

THENCE N 0° 03' W a distance of 100.00 feet to a point for corner
in a fence, same being in the north line of the said Barbara
Smith Swonke 7.02 acre tract, as fenced;

THENCE S 89° 88' E with a fence and with the north line of the
said Barbara Smith Swonke 7.02 acre tract, as fenced, a distance
of 100.00 feet tc the place of beginning, containing 0.23 acre.

TRACT ¢4:

Being .157 acre of land in the John Landrum Survey, A-35, (also
referred to as part in the Joel Greenwood Survey, A-20) Grimes
County, Texas, and being parts of certain tracts conveyed
Planters Lodge No. 147, by Beatrice Brown recorded in Volume 296,
Page 59, and Volume 338, Page 181, Deed Records of Grimes County,

Texas, more fully described as follows:

BEGINNING at an iron rod in the northeast line of F.M. 1774,
being N 47° 00' W, 106.0 feet from the intersection of the west
line of the old School tract with the northeast line of F.M.

Road;
THENCE N 47° 00' W, along the northeast line of road, 100.0 feet

to an iron rod for corner;

THENCE N 03° 28' W, 100.0 feet to an iron rod for corner;
THENCE & 47° 00' E, 100.0 feet to an iron rod for corner;
THENCE S 03° 28' E, 100.0 feet to the place of beginning and
containing .157 acre of land.
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TRACT 5:

Being all that certain tract or parcel of land lying and being
situated in Grimes County, Texas, and being out of the Joel
Greenwood Labor, A-227, also being ocut of and a part of a 46.5
acre tract described in deed from George W. Mason et ux. to
Leon U. Mason dated March 21, 1941, and recorded in Volume 154,
Page 492, Deed Records of Grimes County, Texas, said 46.5 .acre
tract being the north 46.5 acres out of a 86.5 acre tract and
being more particularly described as follows:

BEGINNING at the intersection of the south line of said 46.5 acre
tract with the east fence line of the High Point County Road;
THENCE North along the east side of said road, 292.1 feet to a
3/8 inch iron rod for the beginning point of this survey;

THENCE North along the east side of said road, 100 feet to a 3/8
inch iron rod for corner;

THENCE East 100 feet to a 3/8 inch iron rod for corner;

THENCE South 100 feet to a 3/8 inch iron rod for corner;

THENCE West 100 feet to the place of beginning and containing
0.2296 acre of land.

TRACT 6:

All that tract or parcel of land situated in Grimes County, Texas
out of the Asa Yeamans Survey A-63 and being a portion of the
tract of land called 12.313 acres and designated as Tract 1 in
the Last Will and Testament of C. I. Lechinger as recorded in
Volume 685, Page 361 of the Real Property Records of Grimes
County, said 0.3673 acre tract being more particularly described

as follows:

COMMENCING at a found %" iron pin and fence corner lying in the
east line of County Road 204 at the northwest corner of the
original tract called 12.313 acres;

THENCE with the east line of County Road 204, S 00° 17' 37" W,
170.00 ft. to a set ¥" iron pin for northwest corner and place of
beginning of the tract herein described;

THENCE with the north line of this tract, 8§ 89° 42' 23" E, 160,00
ft. to a set ¥%" iron pin for northeast corner;

THENCE with the east line of this tract, S 00° 17' 37" W, 100.00
ft. to a set ¥" iron pin for southeast corner;

THENCE with the south line of this tract, N 89° 42' 23" W, 160.00
ft. to a set ¥" iron pin in the east line of County Road 204 for
southwest corner;

THENCE with the east line of County Road 204 and the west line of
this tract, N 00° 17' 37" E, 100.00 ft. to the place of beginning

and containing 0.3673 acres of land.
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TRACT 7:

All that certain tract or parcel of land situated in Montgomery
County, Texas out of the Jacob Shannon Survey A-35 and being a
portion of the tract of land called 109.57 acres in a deed dated
January 8, 1968 from Robert Herzog and wife, Louise Herzog, to
James Herzog and wife, Mary Frances Herzog, as recorded in Volume
656, Page 407 of the Deed Records of Montgomery County, said
1.705 acre tract being more particularly described as follows:

BEGINNING at a set %" iron pin lying in the south line of Mount
Mariah Cut-off Road marking the northwest corner of the tract
herein described, a said %" iron pin and fence corner marking the
intersection of the east right-of-way line of Mount Mariah Cut-
off Road and the north line of the original tract called 109.57
acres lies N 89° 56' 00" W, 1,263.37 ft. from this point;

THENCE with the socuth line of Mount Mariah Cut-off Road, also the
north line of the original tract called 108.57 acres and the
tract herein described, N 89° 56' 00" E, 309.46 ft. to a set %"
iron pin in the west line of the Gulf States Utilities Company
right-of-way tract called 7.75 acres (M.C.C.F. No. 8112583
R.P.R.M.C.) for northeast corner of the tract herein described;
THENCE with the west line of the Gulf States Utilities Company
right-of-way called 7.75 acres and the east line of this tract,

S 14° 10' 07" E, 247.46 fr. to a set ¥" iron pin for southeast
corner;

THENCE with the south line of this tract, S 89° 56' 00" W, 309.46
ft. to a set %" ilron pin for southwest corner;

THENCE with the west line of this tract, N 14° 10' 07" W, 247.46
ft. to the place of beginning and containing 1.705 acres of land.

SUBJECT. HOWEVER, TO THE FOLLOWING:

1. Deed of Trust dated March 8, 1977 from Dobbin-Plantersville
WSC to J. Lynn Futch, Trustee, securing one promissory note in
the original principal amount of $245,000.00, payable to the
United States of America, filed for record on March 21, 1977
under File No. 77-036422 in the Office of the Secretary of State
of Texas which deed of trust was assigned to GECC on November 3,

1987.

2. Deed of Trust from Dobbin-Plantersville WSC to J. Lynn Futch,
Trustee, securing promissory notes payable to the United States
of America, filed for record on December 28, 1983 undexr File No.
83-293206 in the Cffice of the Secretary of State of Texas which
deed of trust was assigned to GECC on November 3, 1987.

3. Deed of Trust dated from Dobbin-Plantersville
WSC to Steven A. Carriker, Trustee, securing one promissory note
in the original principal amount of $378,000.00, payable to the
United States of America, filed for record on
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under File No. in the Office of the Secretary
of State of Texas.

4. Reservation and/or conveyance of all oil, gas and other
minerals as described in deed dated March 27, 1998 from Champion
Realty Corporation to Dobbin-Plantersville WSC recorded in Volume
885, Page 685, Deed Records, Grimes County, Texas. (TRACT 1)

5. Restrictive covenants as described in déed dated March 27,
1998 from Champion Realty Corporation to Dobbin-Plantersville WSC
recorded in Volume 885, Page 685, Deed Records, Grimes County,

Texas. {TRACT 1)

6. Reservation and/or conveyance of all oil, gas and other
minerals described in deed dated February 17, 1983 from Ida Lee
Bates to Dobbin-Plantersville WSC as recorded on Pebruary 21,
1983, in Clerk's File Number 8308890 and later transferred to
Film Code Number 186-01-1744 of the Real Property Records of

Montgomery County, Texas. (TRACT 2)

7. Easement dated May 26, 1983 from Dobbin-Plantersville WSC to
Gulf States Utilities Company filed of record on June 20, 1983

under Clerk's File Number 8329692 and later transferred to Film
Code Number 210-01-1264 of the Real Property Records, Montgomery

County, Texas. (TRACT 2)

8. Reservation and/or conveyance of all oil, gas and other
minerals described in deed dated March 27, 1976 from Barbara S.
Swonke to Dobbin-Plantersville WSC recorded in Volume 708, Page
473, Deed Records, Montgomery County, Texas. (TRACT 3)

9. Reservation and/or conveyance of all oil, gas and other
minerals described in deed dated February 22, 1983 from Leon U.
Mason to Dobbin-Plantersville WSC recorded in Volume 471, Page
61, Deed Records, Grimes County, Texas. (TRACT 5)

10. Utility easement dated September 29, 1998 from Jackie
Lechinger to Mid-South Utility Cooperative, Inc. recorded in
Volume 905, Page 442, Real Property Records, Grimes County,
Texas. (TRACT 6)

11. Pipeline easement dated January 5, 1923 from W. S. Turney
et ux. to Sinclair Pipe Line Company recorded in Volume 108, Page
16, Deed Records, Montgomery County, Texas. (TRACT 7)

12. Pipeline easement from James Herzog et al. to Humble 0il &
Refining Company reccrded in Volume 618, Page 145, Deed Records,
Montgomery County, Texas, the location of said easement having
been defined and established by instrument dated October 10, 1967
executed by Humble 0il and Refining Company recorded in Volume
641, Page 252, Deed Records, Montgomery County, Texas. (TRACT 7)
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13, Easement dated June 14, 1975 from James Herzog et ux. to
Mid-South Electric Co-operative, Inc. recorded in Real Property
Records, Montgomery County, Texas, under Clerk's File Number

9888853. (TRACT 7)

Together with any and all other real property now owned,
held, leased, or claimed or which may hereafter be owned, held,
leased or claimed by Borrower in said counties.

IT.

All right, title and interest of Borrower in, to and under
any and all rights, grants, privileges, rights of way and
easements now owned, held, leased, enjoyed or exercised, or which
may hereafter be owned, held, leased, acquired, enjoyed or
exercised by Borrower for the purposes of, and in connection
with, the construction or operation by or on behalf of Borrower
of water distribution lines, or systems, and facilities, whether
underground or overhead or otherwise, or of any water pumping and
filter plants and facilities, wherever located in said counties.

IIT.

All right, title and interest of Borrower in, to and under
any and all licenses, franchises, ordinances, privileges and
permits heretofore granted, issued or executed, or which may
hereafter be granted, issued or executed, to it or to its
assignors by the United States of America, or any state or by any
county, city, municipality, or other political subdivision
thereof, or by any agency, board, commission or department of any
of the foregoing, or by any individual, partnership or
corporation, authorizing the construction, acquisition, or
operation of water pumping or filter plants or distribution
lines, or systems, in the said counties.

Iv.

All right, title and interest of Borrower in, to and under
any and all contracts heretofore or hereafter executed by and
between Borrower and any individual, partnership, corporation,
state, county, city, municipality, or other political subdivision
thereof, providing for the purchase of water by Borrower.
Borrower does hereby agree not to modify or terminate any
contract providing for the purchase of water without first
obtaining the consent cf FmHA to such modification or

termination.
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V.

All water charges and other income from the sale of water,
tolls, assessments, accounts receivable and other choses in

action of whatever nature.

VI.

Water well equipment and distribution lines thereof together
with all appurtenances thereto presently owned or which may
hereafter be acquired by Borrower, including but not limited to
pump house and mechanical equipment, pumps, motors, electrical
material, pipes, valves, meters, couplings, drills, casings,
reservoirs and tanks located on the above-described property, and
all collateral similar to the above hereafter acquired by
Borrower, and all substitutes and replacements for, accessions,
attachments and other additions to, and tools, parts and
equipment used in connection with the above collateral.

The property described herein was obtained or improved
through Federal financial assistance. This property is subject
to the provisions of Title VI of the Civil Rights Act of 1964 and
the regulations issued pursuant thereto for so long as the
property continues to be used for the same or similar purpose for
which financial assistance was extended or for so long as the
purchaser owns it, whichever is longer.
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Attachment B

All water charges and other income from the sale of water,
tolls, assessments, accounts receivable and other choses in

action of whatever nature.

Water well equipment and distribution lines thereof together
with all appurtenances thereto presently owned or which may
hereafter be acquired by Borrower, including but not limited to
pump house and mechanical equipment, pumps, motors, electrical
material, pipes, valves, meters, couplings, drills, casings,
reservoirs and tanks located on the above-described property, and
all collateral similar to the above hereafter acquired by
Borrower, and all substitutes and replacements for, accessions,
attachments and other additions to, and tools, parts and
equipment used in connection with the above collateral.

The property described herein was obtained or improved
through Federal financial assistance. This property is subject
to the provisions of Title VI of the Civil Rights Act of 1964 and

the regulations issued pursuant thereto for so long as the
property continues to be used for the same or gimilar purpose for

which financial assistance was extended or for so long as the
purchaser owns it, whichever is longer.



N ¥ UNITED STATES RURAL 101 SOUTH MAIN STREET
DEPARTMENT OF DEVELOPMENT SUITE 102, FEDERAL BUILDING
AGRICULTURE TEMPLE, TEXAS 76501

- Voice: (254) 742-9789
Fax: (254) 742-9709
TOD: (254) 742-9712

@
. DEC 2 2 197 @

Mr. Frank A. Gabriel, President
Dobbin-Plantersville Water Supply Corporation
P. O.Box 127

Plantersville, Texas 77363

Dear Mr. Gabriel:

Enclosed is your copy of Form FmHA 1940-1, "Request for Obligation of Funds." Your
loan in the amount of $930,000.00 and grant in the amount of $1,500,000.00 was approved
on December 19, 1997.

Sincerely,

e

N A. CARRIKER

Acting State Director A
A A
Enclosure \ (\\) 1‘; !
{ \
W\ "‘K ,
\‘3 A 7
[y
P
ATTACHMENT 3

Rural Development is an Equal Opportunity Lender
Complaints of discrimination should be sent to:
Secretary of Agriculture, Washington, DC 20250



1JSDA-RECD
Form FmHA 1940-1
“Hev. 3-95)

REQUEST FOR OBLIGATION OF FUNDS

INSTRUCTIONS-TYPE IN CAPITALIZED ELITE TYPE IN SPACES MARKED (1111)
Complete Items 1 through 30 and applicable Items 31 through 43. See FMI.

1. CASE NUMBER LOAN NUMBER FISCAL YEAR
ST coO BORROWER ID
4,9]10,9,310,7,4,1,9,4,1,8,1,9] D) 2,4
2. BORROWER NAME 3. NUMBER NAME FIELDS
D,0,B,B,I,N,~ P \L,ANTERSVILL|E|2|"20r3mmimd
4. STATE NAME
W,AT,E,R, ,8,U,P, P LY, ,CORP, , | ITZTEXAS, | 4 4 4333341
5. COUNTY NAME
Lo st s g a gt g g s g g agaalIGRTMES 33 3 ]
GENERAL BORROWER/LOAN INFORMATION
6. RACE/ETHNIC 7.TYPE OF +-pusuceooy | 8. COLLATERAL CODE 9. EMPLOYEE
CLASSIFICATION APPLICANT "ﬂﬁg 1 '"Eéggg’“‘ ::mm&v RELATIONSHIP CODE
ORG. OF 2-REALESTATE  6- CROPS ONLY 1 - EMPLOYEE
1-WHITE 4 - HISPANIC 1 - INDIVIDUAL FARMERS . .
\ g-zt/:zx 5- APl 31 gz‘onﬂms;:g; 7.332(:” 2 lg:ﬁ:‘“",v% 7 - SECURED BY ;:‘;‘L:?:S,CBEE:ETA;AV):ILV
10. SEX CODE 3 o O w0 11. MARITAL STATUS I 12. VETERAN CODE 13. CREDIT REPORT
1 - MALE 5 - ORGAN. FEMALE OWNED 1-MARRIED 3 - UNMARRIED (INCLUDES 1-YES 1-YES
4, 2-FEMALE 6 -PUBLIC BODY | 2-SEPARATED  WIDOWED/DIVORCED) | 2] 2-NO 21 2.n0

14. DIRECT PAYMENT 15. TYPE OF PAYMENT

16. FEE INSPECTION

17. INTEREST CREDIT

5 1] S b | o L ygseonsmioun
18. COMMUNITY SIZE 19. DWELLING TYPE/USE OF FUNDS CODE
1-10,0000R LESS  (FOR SFH AND
| 2-OVER 10,000 HPG ONLY) 0,5, Geerm)
COMPLETE FOR OBLIGATION OF FUNDS

20. TYPE OF 21. PURPOSE CODE 22. SOURCE OF FUNDS 23. TYPE OF ACTION

g B -
0,6,7, ™ 1 gl 1] 3 CORRECTION OF OBLIGATION

24, TYPE OF SUBMISSION 25. AMOUNT OF LOAN

1 - INITIAL

26. AMOUNT OF GRANT

g === [9,3,0]0,0,0]0,0] 11]5,0,0]0,0,0/0,0]
27. AMOUNT OF IMMEDIATE 28. DATE OF 29. INTEREST RATE | 30. REPAYMENT TERMS
ADVANCE APPROVAL
MO A 1997R
] l L1 LJ 10]0,0] IDIE—cl?lll—-l | 10,0,0,0] 14,0]

COMPLETE FOR SINGLE FAMILY HOUSING ONLY

31. INCOME CATEGORY CODES

32. LOW INCOME

33. ADJUSTED FAMILY INCOME

1-VERYLOW 3 MODERATE LIMIT-MAX.
2-Low 4 - ABOVE MODERATE : I; . 1 .IOIOI . l ‘ IOIOLOI
34. R.E. INSURANCE 35. R.E. TAXES 36. R.E. TAXES 37. NOTE INSTALLMENT INELIGIBLE
1st year 2nd year
l .| Jolol l L1 Jolol l 11 Jolol l [ Jolol

38. TYPE OF UNIT

1 - FARM TRACT
2 - NON-FARM TRACT

L

COMPLETE FOR COMMUNITY PROGRAM AND CERTAIN MULTIPLE-FAMILY HOUSING LOANS

39. PROFIT TYPE
2- LIMITED PROFIT
| 1-FULLPROFIT 3 NONPROFIT

COMPLETE FOR EM LOANS ONLY

COMPLETE FOR CREDIT SALE-ASSUMPTION

40. DISASTER DESIGNATION NUMBER

41. TYPE OF SALE

2 - ASSUMPTION ONLY

L1l (See FMi) 1- CREDIT SALE ONLY 3 - CREDIT SALE WITH SUBSEQUENT LOAN SUBSEQUENT LOAN
FINANCE OFFICE USE ONLY COMPLETE FOR FP LOANS ONLY
42. OBLIGATION DATE 43. BEGINNING FARMER/RANCHER
MO DA YR
MR EW | (see 1

If the decision contained above in this form results in denial, reduction or cancellation of USDA assistance, you may appeal this decision and have a hearing or you may request a

review in lieu of a hearing. Please use the form we have included for this purpose.

ORIGINAL - Borrower's Case Folder

Position 2

COPY 1 - Finance Office = COPY 2 - Applicant/Lender

COPY 3 - State Office

4 - ASSUMPTION WITH




USDA

Form RD 440-22 oo
(Rer\? 6-98) PROMISSORY NOTE TEXAS
(ASSOCIATION OR ORGANIZATION) o TMES
KIND OF LOAN: O
ASSOCIATION- ORGANIZATION . 49-93-741941819
(] HOUSING-ORGANIZATION ORDS FINANCE OFFICE USE ONLY
(7] PUBLIC BODY UR REC F W] w ]
» YO
(J OTHER coRY £0

AUGUST 3, 2000
Date

FOR VALUE RECEIVED, DOBBIN-PLANTERSVILLE WATER SUPPLY CORPORATION

(herein called “Borrower™) promises to pay to the order of the United States of America, acting through the Rural Housing Service, Rural
Business-Cooperative Service, or Rural Utilities Service within the Rural Development Mission Area, the Farm Service Agency. or their

successor Agencices, United States Department of Agriculture, (herein called the “Government’) at its office in

BRYAN, TEXAS , or at such other place as the Government may hereafter designate in
writing, the principal amount of NINE HUNDRED THIRTY THOUSAND - - - - ~ = = - - - - - - - - - - dollars
% 930,000.00 ), plus interest on the unused principal balance at the rate of FOUR AND ONE-HALF percent
( 4.50 %) per annum. The said principal and interest shall be paid in the following installments on or before the

following dates:

INTEREST ONLY on AUGUST 3, 2001

s %, 273.00 on SEPTIMBER 3, 200L

3 on ,

3 on ,and

$_4,223.00 thereafter on the 3rd of each MONTH

until the principal and interest are fully paid except that the final installment of the entirc indebtedness evidenced hereby,

if not sooner paid, shall be due and payable FORTY ( 40 ) years from the date of this note, and except
that prepayments may be made as provided below. The consideration herefor shall support any agreement modifying the
foregoing schedule of payments.

If the total amount of the loan is not advanced at the time of loan closing, the loan shall be advanced to Borrower as requested by
Borrower and approved by the Government and interest shall accrue on the amount of each advance from its actual date as shown on the

reverse hereof.
Every payment made on any indebtedness evidenced by this note shall be applied first to interest computed to the effective date of

the payment and then to principal.

Prepayments of scheduled installments, or any portion thereof, may be made at any time at the option of Borrower. Refunds and
extra payments, as defined in the regulations of the Government according to the source of funds involved, shall, after payment of
interest, be applied to the installments last to become due under this note and shall not affect the obligation of Borrower to pay the
remaining installments as scheduled herein,

1f the Government at any time assigns this note and insures the payment thercof, Borrower shall continue to make payments to the
Government as collection agent for the holder. No assignment of this note shall be effective unless the Borrower is notified in writing of
the name and address of the assignee. The Borrower shall thereupon duly note in its records the occurrence of such assignment, together
with the name and address of the assignee.

While this note is held by an insured lender, prepayments as above authorized made by Borrower may, at the option of the Government,
be remitted by the Government to the holder promptly or, except for final payment, be retained by the Government and remitted to the
holder on either a calendar quarter basis or an annual instaliment due date basis. The effective date of every payment made by Borrower,
except payments retained and remitted by the Government on an annual installment due date basis, shall be the date of the United States

wsury check by which the Government remits the payment to the holder. The effective date of any prepayment retained and remitted
. .he Government to the holder on an annual installment due date basis shall be the date of the prepayment of Borrower, and the
Government will pay the interest to which the holder is entitled accruing between the effective date of any such prepayment and the date

of the Treasury check to the holder.

Position 2 RD 440-22 (Rev. 6-98)



RUS BULLETIN Position 5 APPROVED
’ 1780-28 OMB NO. 0575-0015
(Automated 8-97)) LOAN RESOLUTION SECURITY AGREEMENT
A RESOLUTION OF THE BOARD OF DIRECTORS

OF THE _DOBBIN-PLANTERSVILLE WATER SUPPLY CORPORATION

AUTHORIZING AND PROVIDING FOR THE INCURRENCE OF INDEBTEDNESS IN THE

#fQ PRINCIPAL AMOUNT OF 3 930.000,00 FOR THE PURPOSE

OF PROVIDING A PORTION OF THE COST OF ACQUIRING AND CONSTRUCTING A

_WATER SYSTEM IMPROVEMENTS _, PROVIDING FOR THE COLLECTION, HANDLING AND

DISPOSITION OF REVENUES THEREFROM, AND AUTHORIZING MAKINGS OF PROMISSORY
NOTE(S), SECURITY INSTRUMENTS, AND PLEDGES OF REVENUES TO EVIDENCE AND
SECURE THE PAYMENT OF SAID INDEBTEDNESS AND FOR RELATED PURPOSES.

WHEREAS, the __. DOBBIN-PLANTERSVILLE WATER SUPPLY CORPORATION _ , (hereinafter
referred to as the “Organization”), we organized under ARTICLE 14343 OF THE REVISED CIVIL STATUTES OF

for the purpose of improving the

TEXAS, 1925

LG kN 1

(hereinafter referred to as

the “Facility”) to serve the Members of the said Organization; and

WHEREAS, a meeting of the Board of Directors of the said organization was held on the_10th day of December 1997
o proper notice thereof to consider plans for the acquisition and construction methods of financing the Facility:

and, as shown by the minutes of said meeting of the _Seven (7)  members of record of the organization there were
present and voting _Seven(7) , and by a recorded majority vote, the Facility and its financing authorized; and,

WHEREAS, the proposed Facility is to be constructed and equipment in accordance with plans, and specifications

prepared by __LE. FONTAINE & ASSOCIATES, INC,. P.O, BOX 4187 PALESTINE. TEXAS 75802

and in order to finance the Facility, the BOARD OF DIRECTORS
(hereinafter referred to as the “Board”) is authorized and empowered, in their discretion, for and in the name of the organization,
to make application to the United States of America, acting through the United States Department of Agriculture,
(hereinafter referred to as the “Government”), for financial assistance; to cause the execution and delivery of a

promissory note or notes or other evidence of indebtedness (hereinafter referred to as the “note”), and appropriate security
instruments to secure any loan or loans made or insured by the Government; to comply with any requirements, terms or
conditions prescribed by the Government or by Government regulations; and to execute contracts or enter into agreements and,
without limitation, to take any and all other action as may be necessary, incidental or appropriate to finance, acquire, construct,
complete, and/or equip the Facility for and on behalf of the Organization.

NOW THEREFORE, it is hereby resolved by the Board as follows:

Section 1. (Determination of Board). That it is necessary to defray a portion of the costs of financing the Facility by
obtaining a loan made or insured by the Government in accordance with applicable provisions of the Consolidated Farm and
Rural Development Act, it being determined that the Organization is unable to obtain sufficient credit elsewhere to finance the
Facility, taking into consideration prevailing private and cooperative rates and terms currently available;

Public reporting burden for this collection of information is estimated to average 1 hour per response, including the time for reviewing instructions,
searching existing data sources, gathering and maintaining the date needed, and completing and reviewing the collection of information. Send comments
regarding this burden estimate or any other aspect of this collection of information , including suggestions for reducing this burden, to Department of
Agriculture, Clearance Officer, OIRM, Room 404-W, Washington, D.C. 20250; and to the Office of Management and Budget, Paperwork Reduction

Project (OMB No. 0575-0015), Washington, D.C. 20503.



Section 2. (Terms of Loan). That the Organization borrow__{An additional) $930.000.00 _ and issue as

evidence
thercof an installment promissory note in the form prescribed by the Government for the full principal amount of the loan.

The note shall be signed by the President, attested by the Secretary and have the corporate seal of the Organization affixed
thereto, & shall bear intcrest from its date, which shall be the date of delivery, at a rate not to exceed 4,50% percent per anpum,

the principal and interest shall be paid over a period of __4Q _ years in accordance with the payment schedule set forth in
the promissory note, until the principal and ioterest are fully paid except the final payment of the entire indebtedness, if not

sooner paid, shall be duec and payable ____ 40 _ years from the date of the note. Each payment shall be applied first to the
payment of the accrued interest and second to the payment of the principal. Prepayments of any installment may be made
in any amount at any time at the option of the Organization.

Section 3. (Assignment and Pledge of Revenue). The indebtedness hereby authorized to be incurred, together with the
interest thereon, shall be payable from the gross income and revenue to be derived from the operation of the Facility, a sufficient
portion of which, to pay the principal and interest as and when the same shall become due, is hereby assigred, and pledged and
shall be set aside for that purpose and this assignment and pledge shall extend to and include any assessments that may be levied

pursuant to Section 5 (d) hereof.

Section 4. (Protection and Disposition of Funds). The SECRETARY-TREASURER
of the Organization shall be the custodian of all funds of the Organization. Funds may be deposited in institutions insured
by the State or Federal Government or invested in readily marketable securities backed by the full faith and credit of the
United States. Any income from these accounts will be considered as revenues of the system.

The __ SECRETARY-TREASURER______ is hereby directed to establish the following accounts into which the current funds
of the Organization, note proceeds, the revenues from the Facility and any other income shall be deposited, which accounts

shall be contually maintained, except as otherwise provided, so long as the indebtedness hereby authorized remains unpaid:

(a) Comnstruction Account
The proceeds of the borrowing hercby authorized not disbursed contemporaneously with loan closing for incurred Facility

costs, and at least the amount of £0 to be contributed by the Organization from the collection of initial
connection fees,membership fees or contributions shall be deposited in the Construction Account which shall be established as
required by the Government. Withdrawals from the construction account shall be made only on checks sigoed by the

SECRETARY-TREASURER of the Organization as authorized by the Board from time to time, and with

prior concurrence of FmHA. At the option of the Government, the construction account may be established as a “supervised
bank account”. Amounts in the supervised bank account exceeding $100,000 shall be secured by the depository
bank in advance in accordance with U.S. Treasury Department Circular No. 176. Withdrawals from a supervised bank account

shall be made only on checks signed by the__SECRETARY-TREASURER ___ of the Organization and countersigned
by an authorized official of the Department of Agriculture. The Organization’s share of any insurance or liquidated damages
and other monies paid by defaulting contractors or their sureties will be deposited in the Construction Account to assure
completion of the Facility. When all construction costs have been paid in full, any balance remaining in the Construction
Account may be applied on the loan or used for other authorized purposes that have been approved by the Government

and the Construction Account shall be closed.

(b) General Account
As soon as the facility becomes revenue producing, all funds received shall be set aside in an account to be designated as the

General Account, and disbursements and transfers from this account shall be in the following priority: Debt Service,
Operations and Maintenance, transfers to Reserve Account. Monies deposited in the General Account shall be used only in

the manner and order as follows:

(1) Borrowers making monthly USDA Debt Service Payments shall use the General Account for making such
payments plus operating and maintenance expenses. Also, funds will be transferred from this account to the Reserve Account

in accordance with (d) below.

(2) Borrowers making other than monthly USDA Debt Service Payments shall use the General Account to pay
operating and maintenance expenses. Other transfers from this account will be made in the following order: (i) Transfers to
the Debt Service Account will be made in accordance with (¢) below, (ii) Transfers to the Reserve Account will be made in

accordance with (d) below.

2-



(c) Debt Service Account
For borrowers on other than monthly debt service payments, transfers, in proportion to incore availability, shall be made
from the General Account and set aside in an account designated as the Debt Service Account, in sufficient amounts which
will accumulate for the next installment on the note.

{(d) Reserve Account
From the remaining funds in the General Account, after transfers and payments required in (b) (1) or (b) (2) and (c), there

shall be set aside into an account(s) designated as the Reserve Account(s) the sum of _3$ (An additional) 421,13
every month for the life of the loan unless prohibited by Federal or state law. If collection of the sum above is
prohibited by Federal or state law an amendment to this Resolution will be adopted by the Organization setting
forth the reserve amounts to be collected and attached to this Resolution. With the prior written approval of
the Government, funds may be withdrawn and used for such things as loan installments, emergency maintenance,
extensions to facilities and replacement of short-lived assets.

(c) Whenever there shall accumulate in the General Account amounts in excess of those required in
subsections (b)(1) and (2), (¢), and (d), such excess will be used by the organization to make prepayments
on the loan or retained in the General Account.

() The accounts required in subsections (b)(1) and (2), (c), and (d) may be established and maintained
as bookkeeping accounts or as separate bank accounts at the election of the Organization, unless otherwise

directed by the Government.
Section 5. (Other Covenants and Agreements of the Organization). The Organization covenants and agrees that so

long as the indebtedness hereby authorized remains unpaid:

(@) It will indemnify the Government for any payments made or losses suffered by the Government.

() It will comply with applicable Statc laws and regulations and continually operate and maintain the Facility
in good condition.

(©) It will impose and collect such rates and charges that gross revenues will be sufficient at all times to provide
for payment of the operation and maintenance thereof; and the installment payments on the note; and the maintenance of
the various funds herein created. All service rendered by or use of the Facility shall be subject to the full rates prescribed in
the rules and regulations of the Organization; no free service by or use of the Facility will be permitted.

(d) It will cause to be levied and collected such assessments as may be necessary to operate and maintain the
Facility in good condition and meet installment payments on the note when the same become due if, for any reason, gross
revenues are insufficient.

(e) It will cstablish and maintain such books and records relating to the operation of the syst.em and its
financial affairs and will provide for the annual audit thereof, in such manner as may be required by the Government; will
provide the Government without its request a copy of each such audit; and will make and forward to the Government such
additional information and reports as it may from time to time require.

9] It will provide the Government, at all reasonable times, access to all books and records relating to the
Facility and access to the property of the Pacility so that the Government may ascertain that the Organization is complying
with the provisions hereof and with the provisions of other instruments incident to the making or insuring of the loan.

(g) It will maintain at least such insurance and fidelity bond coverage as may be required by the Government.

() It will not borrow any money from any source or enter into any contract or agreement or incur any other
liabilities in connection with making extensions or improvements to the Facility, exclusive of normal maintenance, without
obtaining the prior written consent of the Government.

@) It will not cause or permit any voluntary dissolution of its organization, or merge or consolidate with any
other organization, without obtaining the prior written consent of the Government. It will not dispose of or transfer title
to the facility or any part thereof, including lands and interest in lands, by sale, security instrument, lease or other encum-
brance, without obtaining the prior written consent of the Government. Revenue, in excess of the amount required to
maintain the accounts described in Section 4 herein will not be distributed or transferred to any other organization or

legal entity.
@) It will not modify or amend the Articles of Incorporation or the Bylaws of the Organization without the

written consent of the government,

(k) It will provide adequate service to all persons within the service area who can feasibly and legally be served
and will obtain USDA’s concurrence prior to refusing new or adequate service to such persons. Upon failure to provide
services which are feasible and legal, such person shall have a direct right of action against the organization or public body.

o All present and future contract rights, accounts receivable, and general intangibles arising in connection with

the facility are pledged as security for the loan.
(m) It will comply with the measures identified in the Government's environmental impact analysis for this

facility for the purpose of avoiding or reducing the adverse environmental impacts of the facility's construction or operation.

3.



Section 6. (Sccurity Instrument: In order to secure the payment of the principal ¢ iterest of the note, the
President and Secretary of the Organization are hereby authorized and directed to execute and deliver good and sufficient
lien instruments, where necessary, encurnbering the propertics and assets both real and personal constituting said Facility, as
'complcted or as the same may be thereafter extended, including an assignment and pledge of revenues and such other
instruments as may be prescribed by the Government.

Section 7. (Refinancing). If at any time it shall appear to the Government that the Organization is able to refinance
the amount of the indebtedness then outstanding, in whole or in part, by obtaining a loan for such purposes from responsibie
cooperative or private credit sources at reasonable rates and terms for loans for similar purposes and periods of time, the
Organization will, upon request of the Government, apply for and accept such loan in sufficient amount to repay the
Government and will take such actions as may be required in connection with such loan.

Section 8. (“Equal Employment Opportunity under Construction Contracts and Nondiscrimination”). The President
and the Secretary be and they are hercby authorized and directed to execute for and on behalf of the Organization, Form
RD 400-1, “Equal Opportunity Agreement”, and Form RD 400-4, “Assurance Agreement”.

Section 9. In the case of a grant in the sum not to exceed $1.500,000.00 , the Organization
hereby accepts the grant under the terms as offered by the Government and that the President
and _Secretary-Treasurer __ of the Organization are hereby authorized and empowered to take all action necessary or
appropriate in the execution of all written instruments as may be required in regard to or as evidence of such grant and the
Organization hereby resolves to operate the facility under the terms as offered in said grant agreement(s).

Section 10. Default under the provision of this agreement or any instrument incident to the making or issuing of the
loan may be construed by the Government to constitute default under any other instrument held by the Government and
executed or assumed by the Organpization, and default under any such instrument may be construed by the Government to

constitute default hereunder.

Section 11. (Resolution of Contract). The provisions hereof and the provisions of all instruments incident to the making
or the insuring of the loan, unless otherwise specifically provided by the terms of such instruments, shall constitute a contract
between the Organization and the Government or assignee so long as the note hereby authorized remains unpaid.

Section 12. This resolution shall take affect and be in force from and after the 10th day
of December, 1997 , being the date of its enactment.
The vote was: Yeas 2 Nays Q Absent 0

(SEAL) (if applicable) B j3 ! [\. ] i &: 2 ’ Z

¥
/ John Mock

Title President

Title__Secretary-Treasurer

CERTIFICATION

I, the undersigned, as secretary of the -

hereby certify that the_____BOARD OF DIRECTORS _ of such Organization or Corporation is composed of seven (7)

members of whom _seven (7) _, constituting a quorum, were present at a meeting thereof duly called and held on the 10th

day of December, 1997 ; that the foregoing resolution was adopted at such meeting by the vote shown
above, and that said resolution has not been rescinded or amended in any way.

Dated, this 20™ day of____June, 1999 /

Secretary of
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W ‘““\ Water and Waste System Grant Agreement
‘“3:‘“““\“‘ United States Department of Agriculture
Rural Utilities Service AN ) 5 2000

THIS AGREEMENT dated _June29 , 1999 _, between
Dobbin-Plantersville Water Supply Corporation

a public corporation organized and operating under

State Statutes
(Authorizing Statute)

herein called “Grantee,” and the United States of America acting through the Rural Development Service,
Department of Agriculture, herein called “Grantor,” WITNESSTH:

WHEREAS

Grantee has determined to undertake a project of acquisition, construction, enlargement, or capital improvement
of a (water) (waste) system to serve the area under its jurisdiction at an estimated cost of $ _2,430,000.00

and has duly authorized the undertaking of such project.

Grantee is able to finance not more than $ 930,000.00 of the development cost
through revenues, charges, taxes or assessments, or funds otherwise available to Grantee resulting in a reasonable

user charge.

Said sum of § 930,000.00 has been committed to and by Grantee for such project
development costs.

Grantor has agreed to grant the Grantee a sum not to exceed $ __1,500,000,00 or 62

percent of said project development costs, whichever is the lesser, subject to the terms and conditions established
by the Grantor. Provided, however, that the proportionate share of any grant funds actually advanced and not
needed for grant purposes shall be returned immediately to the Grantor. The Grantor may terminate the grant in
whole, or in part, at any time before the date of completion, whenever it is determined that the Grantee has failed

to comply with the Conditions of the grant.

As a condition of this grant agreement, the Grantee assures and certifies that it is in compliance with and will
comply in the course of the agreement with all applicable laws, regulations, Executive orders and other generally
applicable requirements, including those set out in 7 CFR 3015.205(b), which hereby are incorporated into this
agreement by reference, and such other statutory provisions as are specifically set forth herein.

NOW, THEREFORE, in consideration of said grant by Grantor to Grantee, to be made pursuant to
Section 306(a) of The Consolidated Farm and Rural Development Act, for the purpose only of defraying a part
not to exceed _35  percent of the project development costs, as defined by applicable Rural Utilities Service

instructions.

Grantee Agrees That Grantee Will:

A. Cause said project to be constructed within the total sums available to it, including said grant, in
accordance with the project plans and specifications and any modifications thereof prepared by Grantee and

approved by Grantor.
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B. Permit periodic inspection of the construction by a representative of Grantor during construction.

C. Manage, operate and maintain the system, including this project if less than the whole of said system,
continuously in an efficient and economical manner.

D. Make the service of said system available within its capacity to all persons in Grantee’s service area
without discrimination as to race, color, religion, sex, national origin, age, martial status, or physical or mental
handicap (possess capacity to enter into legal contract for services) at reasonable charges, including assessments,
taxes, or fees in accordance with a schedule of such charges, whether for one or more classes of service, adopted

by resolution dated December 10, _ 1997 | as may be modified from time to time by Grantee. The initial rate
schedule must be approved by Grantor. Thereafter, Grantee may make such modifications to the rate system as

long as the rate schedule remains reasonable and nondiscriminatory.

E. Adjust its operating costs and service charges from time to time to provide for adequate operation and
maintenance, emergency repair reserves, obsolescence reserves, debt service and dept service reserves.

F. Expand its system from time to time to meet reasonably anticipated growth or service required in the
area within its jurisdiction.

G. Provide Grantor with such periodic reports as it may require and permit periodic inspection of its
operation by a representative of the Grantor.

H. to execute any agreement required by Grantor which Grantee is legally authorized to execute. If any
such agreement has been executed by Grantee as a result of a loan being made to Grantee by Grantor
contemporaneously with the making of this grant, another agreement of the same type need not be executed in

connection with this grant.

I. Upon any default under its representations or agreements set forth in this instruments, Grantee, at the
option and demand of Grantor, will repay to Grantor forthwith the original principal amount of the grant stated
herein above with the interest at the rate of 5 percentum per annum from the date of the default. Default by the
Grantee will constitute termination of the grant thereby causing cancellation of Federal assistance under the grant.
The provisions of this Grant Agreement may be enforced by Grantor, at its option and without regard to prior
waivers by it previous defaults of Grantee, by judicial proceedings to require specific performance of the terms
of this Grant Agreement or by such other proceedings in law or equity, in either Federal or State courts, as may
be deemed necessary by Grantor to assure compliance with the provisions of this Grant Agreement and the laws
and regulations under which this grant is made.

J. Return immediately to Grantor, as required by the regulations of Grantor, any grant funds actually
advanced and not needed by Grantee for approved purposes.

K. Use the real property including land, land improvements, structures, and appurtenances thereto, for
authorized purposes of the grant as long as needed.

1. Title to real property shall vest in the recipient subject to the condition that the Grantee shall use the
real property for the authorized purpose of the original grant as long as needed.

2. The Grantee shall obtain approval by the Grantor agency for the use of the real property in other
projects when the Grantee determines that the property is no longer needed for the original grant purposes.
Use in other projects shall be limited to those under other Federal grant programs or programs that have
purposes consistent with those authorized for support by the Grantor.
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3. When the real property is no longer needed as provided in 1 and 2 above, the Grantee shall request
disposition instructions from the Grantor agency or its successor Federal agency. The Grantor agency
shall observe the following rules in the disposition instructions:

(2) The Grantee may be permitted to retain title after it compensates the Federal Government in
an amount computed by applying the Federal percentage of participation in the cost of the
original project to the fair market value of the property.

(b) The Grantee may be directed to sell property under guidelines provided by the Grantor
agency. When the Grantee is authorized or required to sell the property, proper sales procedures
shall be established that provide for completion to the extent practicable and result in the highest

possible return.
[Revision 1, 04/17/1998]

(c) The Grantee may be directed to transfer title to the property to the Federal Government
provided that in such cases the Grantee shall be entitled to compensation computed by applying
the Grantee’s percentage of participation in the cost of the program or project to the current fair

market value of the property.

This Grant Agreement covers the following described real property (use continuation sheets as necessary).

See Attachment A

N S

L. Abide by the following conditions pertaining to equipment which is furnished by the Grantor or
acquired wholly or in part with grant funds. Equipment means tangible, non-expendable, personal property having
a useful life of more that one year and an acquisition cost of $5,000 or more per unit. A grantee may use its own
definition of equipment provided that such definition would at least include all equipment defined above.

[Revision 1, 04/17/1998]
1. Use of equipment.

(a) The Grantee shall use the equipment in the project for which it was acquired as long as
needed. When no longer needed for the original project, the Grantee shall use the equipment in
connection with its other Federally sponsored activities, if any, in the following order of priority.

(1) Activities sponsored by the Grantor.
(2) Activities sponsored by other Federal agencies.

(b) During the time that equipment is held for use on the property for which it was acquired, the
Grantee shall make it available for use on other projects if such other use will not interfere with
the work on the project for which the equipment was originally acquired. First preference for
such other use shall be given to Grantor sponsored projects. Second preference will be given to
other Federally sponsored projects.
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2. Disposition of equipment. When the Grantee no longer needs the equipment as provided in paragraph
(a) above, the equipment may be used for other activities in accordance with the following standards:

(a) Equipment with a current per unit fair market value of less than $5,000. The Grantee may use
the equipment for other activities without reimbursement to the Federal Government or sell the
equipment and retain the proceeds.

(b) Equipment with a current per unit fair market value of $5,000 or more. The Grantee may
retain the equipment for other uses provided that compensation is made to the original Grantor
agency or its shall be computed by applying the percentage of Federal participation in the cost
of the original project or program to the current fair market value or proceeds from sale of the
equipment. If the Grantee has no need for the equipment and the equipment has further use value,
the Grantee shall request disposition instructions from the original Grantor agency.

The Grantor agency shall determine whether the equipment can be used to meet the agency’s
requirements. If no requirements exist within that agency, the availability of the equipment shall
be reported, in accordance with the guidelines of the Federal Property Management Regulations
(FPMR), to the General Services Administration by the Grantor agency to determine whether a
requirement for the equipment exist in other Federal agencies. The Grantor agency shall issue
instructions to the Grantee no later than 120 days after the Grantee requests and the following
procedures shall govern:

(1) If so instructed or if disposition instructions are not issued within 120 calendar days
after the Grantee’s request, the Grantee shall sell the equipment and reimburse the
Grantor agency an amount computed by applying to the sales proceeds the percentage

. of Federal participation in the cost of the original project or program. However, the
Grantee shall be permitted to deduct and retain from the Federal share ten percent of the
proceeds for Grantee’s selling and handling expenses.

(2) If the Grantee is instructed to ship the equipment elsewhere the Grantee shall be
reimbursed by the benefitting Federal agency with an amount which is computed by
applying the percentage of the Grantee participation in the cost of the original grant
project or program to the current fair market value of the equipment, plus any reasonable
shipping or interim storage costs incurred.

(3) If the Grantee is instructed to otherwise dispose of the equipment, the Grantee shall
be reimbursed by the Grantor agency for such costs incurred in its disposition.

3. The Grantee’s property management standards for equipment shall also include:

(a) Record which accurately provided for; a description of the equipment; manufacture’s serial
number or other identification number; acquisition date and cost; source of the equipment;
percentage(at the end of budget year) of Federal participation in the cost of the project for which
the equipment was acquired; location, use and condition of the equipment and the date ‘the
information was reported; and ultimate disposition data including sales price or the method used
to determine current fair market value if the Grantee reimburses the Grantor for its share.

(b) A physical inventory of equipment shall be taken and the results reconciled with the equipment
records at least once every two years to verify the existence, current utilization, and continued

need for the equipment.
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(c) A control system shall be in effect to insure adequate safeguards to prevent loss, damage, or
theft of the equipment. Any loss, damage, or theft of equipment shall be investigated and fully
documented.

(d) Adequate maintenance procedures shall be implemented to keep the equipment in good
condition.

(e) Proper sales procedures shall be established for unneeded equipment which would provide for
completion to the extent practicable and result in the highest possible return.

This Grant Agreement covers the following described equipment (use continuation sheets as
necessary).

See Attachment B

M. Provide Financial Management System which will include:

1. Accurate, current, and complete disclosure of the financial results of each grant. Financial reporting
will be on an accrual basis.

2. Record which identify adequately the source and application of funds for grant-supported activities.
Those records: shall contain information pertaining to grant awards and authorizations, obligations,
unobligated balances, assets, habilities, outlays, and income.

3. Effective control over and accountability for all funds, property and other assets. Grantees shall
adequately safeguard all such assets and shall assure that they are used solely for authorized purposes.

N. Retain financial records, supporting documents, statistical records, and all other records pertinent to
“the grant for a period of at least three years after grant closing except that the records shall be retained beyond the
three-year period if audit findings have not been resolved. Microfilm or photo copies or similar methods may be
substituted in lieu of original records. The Grantor and the Comptroller General of the United States, or any of
their duly authorized representatives, shall have access to any books, documents, papers, and records of the
Grantee’s government which are pertinent to the specific grant program for the purpose of making audits,
examninations, excerpts and transcripts.

0. Provide information as requested by the Grantor to determine the need for and compfc-te an;/ necessary
Environmental Impact Statements.

P. Provide an audit report prepared in accordance with Grantor regulations to allow the Grantor to
determine that funds have been used in compliance with the proposal, any applicable laws and regulations and this

Agreement.

Q. Agree to account for and return to Grantors interest eamed on grant funds pending their disbursement
for program purposes when the Grantee is a unit of local Government. States and agencies or instrumentality’s
of states shall not be held accountable for interest eamed on grant funds pending their disbursement.



RUS Bulletin 1780-12
Page 6

R. Not encumber, transfer or dispose of the property or any part thereof, furnished by the Grantor or
acquired wholly or in part with Grantor funds without the written consent of the Grantor except as provided in item

K above,

S. To include in all contracts for construction or repair a provision for compliance with the Copeland
“Anti-Kick Back” Act (18 U.S.C. 874) as supplemented in Department of Labor regulations (29 CFR, Part 3).
The Grantee shall report all suspected or reported violations to the Grantor.

T. To include in all contracts in excess of $100,000 a provision that the contractor agrees to comply with
all the requirements of the Clean Air Act (42 U.S. C, §7414) and Section 308 of the Water Pollution Control Act
(33 U.S. C. §1318) relating to inspection, monitoring, entry, reports, and information, as well as all other
requirements specified in Section 114 of the Clear Air Act and Section 308 of the Water Pollution control Act and
all regulations and guidelines issued thereunder after the award of the contract. In so doing the Contractor further

agrees:
[Revisions 1, 11/20/1997]

1. As a condition for the award of contract, to notify the Owner of the receipt of any communication from
the Environmental Protection Agency (EPA) indicating that a facility to be utilized in the performance of
the contract is under consideration to be listed on the EPA list of Violating Facilities. Prompt notification
is required prior to contract award.

2. To certify that any facility to be utilized in the performance of any nonexempt contractor subcontract
is not listed on the EPA list of Violating Facilities pursuant to 40 CFR Part 32 as of the date of contract

award.
[Revision 1, 11/20/1997]

3. To include or cause to be included the above criteria and the requirements in every nonexempt
subcontract and that the Contractor will take such action as the Government may direct as a means of

enforcing such provisions.

As used in these paragraphs the terms “facility” means any building, plan, installation, structure, mine, vessel or
other floating craft, location, or site of operations, owned, leased, or supervised by a Grantee, cooperation,
contractor, or subcontractor, to be utilized in the performance of a grant, agreement, contract, subgrant, or
subcontract. Where a location or site of operation contains or includes more than one building, plan, installation,
or structure, the entire location shall be deemed to be a facility except where the Director, Office of Federal
Activities, Environmental Protection Agency, determines that the independent facilities are co-located in one

geographical area.
Grantor Agrees That It:

A. Will make available to Grantee for the purpose of this Agreement not to exceed $_1,500,000,00
which it will advance to Grantee to meet not to exceed __62 _ percent of the project development costs of the
project in accordance with the actual needs of Grantee as determined by Grantor,

B. Will assist Grantee, within available appropriations, with such technical assistance as Grantor deems
appropriate in planning the project and coordinating the plan with local official comprehensive plans for sewer and
water and with State or area plans for the area in which the project is located.

C. At its sole discretion and at any time may give any consent, deferment, subordination, release,
satisfaction, or termination of any or all of Grantee’s grant obligations, with or without valuable consideration,
upon such terms and conditions as Grantor may determine to be (1) advisable to further the purpose of the grant
or to protect Grantor’s financial interest therein and (2) consistent with both the statutory purposes of the grant
and the limitations of the statutorv authority under which it is made.
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This Agreement may be terminated for cause in the event of default on the part of the Grantee as provided
in paragraph I above or for convenience of the Grantor and Grantee prior to the date of completion of the grant
purpose. Termination for convenience will occur when both the Grantee and Grantor agree that the continuation
of the project will not produce beneficial results commensurate with the further expenditure of funds.

In witness whereof Grantee on the date first above written has caused these presence to be executed by

its duly authornized

John Mock, President

attested and its corporate seal affixed by its duly authorized

Joy Stephenson, Secretary-Treasurer

Attest:

By m M ’
/ John Mock

(Title) President

By %’%&\W———-‘

Z’f/ﬂ \'fay Stﬂégenson

(Title) Secretary-Treasurer

June 29, 1999
UNITED STATES OF AMERICA

UTILITIES SERVICE

(Title)

e %pec'\o\\\s‘f'



GRANT RESOLUTION

WHEREAS, the _Dobbin-Plantersville Water Supply Corporation deems it necessary

(Legal name of Applicant)

and proper to apply for grant assistance under the rules and regulations of Farmers Home
Administration, a department of the United States Department of Agriculture,

NOW, THEREFORE, BE IT PROVIDED by the above-named Applicant that

John Mock, President as the Signatory Agent of

the applicant, or the successor of said Agent, is hereby authorized and directed to make application
for grant assistance under the rules and regulations of Farmers Home Administration, a department

of the United States Department of Agriculture; and to sign the acceptance of the grant assistance,
when made, and any other documents required to complete the project, on behalf of the above-named

Applicant.
PASSED, APPROVED, AND ADOPTED THIS _29th  day of _June ., 1999.

N PnX

.~~~ John Mock, President

(Seal)

ATTEST:

() oo

Jo%t?f)henson/ Secretary-Treasurer
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UNITED STATES DISTRICT COURT
FOR THE WESTERN DISTRICT OF TEXAS
AUSTIN DIVISION

DOBBIN PLANTERSVILLE
WATER SUPPLY CORPORATION,
a Texas water supply corporation,

Plaintiff,
Civil Action No.: 1-21-cv-00612
vs.

PETER LAKE, WILL MCADAMS,

and LORI COBOS, in their official

capacities as Commissioners of the

PUBLIC UTILITY COMMISSION OF TEXAS;
THOMAS GLEESON, in his official capacity

as Executive Director of the PUBLIC UTILITY
COMMISSION OF TEXAS; SIG MAGNOLIA LP,
a Texas limited partnership, and

REDBIRD DEVELOPMENT, LLC

a Texas limited liability company,

Jury Trial Demanded
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Defendants.

PLAINTIFF’S ORIGINAL COMPLAINT

COMES NOW Dobbin Plantersville Water Supply Corporation (“DP”), and for
its Original Complaint against Defendants Peter Lake, Will McAdams and Lori
Cobos, in their official capacities as Commissioners of the Public Utility Commission
of Texas (“Commissioners”); Thomas Gleeson, in his official capacity as Executive
Director of the Public Utility Commission of Texas (“Gleeson”); SIG Magnolia LP, a
Texas limited partnership (“SIG”); and Redbird Development, LL.C, a Texas limited

Liability company (“Redbird”), respectfully states and alleges as follows:

EXHIBIT
6
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JURISDICTION AND VENUE

1. This Court has jurisdiction under 28 U.S.C. § 1331, as this case is based
on a federal question claim brought under 7 U.S.C. § 1926(b) (“§ 1926(b)”), 42 U.S.C.
§ 1983, (“§ 1983”) and U.S. Const. art. VI, cl. 2, otherwise known as the Supremacy
Clause. This Court has jurisdiction over Plaintiff’'s claims for declaratory judgment
under the Federal Declaratory Judgment Act, 28 U.S.C. §§ 2201 and 2202, and Rule
57 of the Federal Rules of Civil Procedure.

2. Venue is proper in this judicial district under 28 U.S.C. § 1391(b)(1) and
(2) because at least one Defendant resides in this judicial district, and a substantial
part of the events giving rise to Plaintiff's claims occurred, and continue to occur, in
this judicial district.

PARTIES

3. DP 1s a Texas water supply corporation formed pursuant to Texas Water
Code Chapter 67. DP furnishes water service to areas in Montgomery County and
parts of Grimes County, Texas. DP is an “association” as that term is used in 7 U.S.C.
§ 1926(a). DP is indebted on two loans made by the United States Department of
Agriculture (“USDA”) that qualify DP for the protections afforded by § 1926(b). DP
holds the federal right to be the exclusive water service provider within any area for
which DP has the legal right to provide water service and has provided or has made
water service available (can provide water service within a reasonable period of time),
which includes the land described in the Decertification Petitions referenced below.

See Green Valley Special Util. Dist. v. City of Schertz, Texas, 969 F.3d 460, 465 (5th
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Cir. 2020) (“We hold that a utility has ‘provided or made available’ service if it (1) has
adequate facilities to provide service to the relevant area within a reasonable time
after a request for service is made and (2) has the legal right to provide service.”).

DP moves the District Court to take judicial notice of the Decertification
Petitions pursuant to Federal Rule of Evidence 201, and all other matters filed in said
actions pending before the Public Utility Commaission of Texas in Dockets 51979! and
52090.2

4. The Commissioners are commissioners for the Public Utility
Commuission of Texas, a state agency (“PUC”). The Commissioners are named as
Defendants solely in their official capacities as commissioners of the PUC. The
Commissioners are charged with the primary responsibility for implementing state
laws relating to the use and conservation of natural resources, environmental
protection, and water service. The Commissioners may be served with process by
serving each at the William B. Travis Building, 1701 N. Congress Ave. 7th Floor,
Austin, TX 78701.

5. Defendant Gleeson, in his official capacity as Executive Director of the
PUC, is named as a Defendant solely with respect to his official capacity as Executive
Director of the PUC. Gleeson may be served with process at the William B. Travis

Building, 1701 N. Congress Ave. 7th Floor, Austin, TX 78701.

1 Petition by Sig Magnolia LP for Expedited Release from Water CCN No. 11052 Held by Dobbin
Plantersuville Water Supply Corporation, Docket No. 51979 (Tex. Pub. Util. Comm’n April 5, 2021).

2 Petition by Redbird Development, LLC for Expedited Release from Water CCN No. 11052 Held by
Dobbin Plantersuille Water Supply Corporation, Docket No. 52090 (Tex. Pub. Util. Comm’n May 6,
2021).
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6. Defendant SIG is a Texas limited partnership, authorized to conduct
business in the State of Texas. SIG may be served with process on its registered
service agent: Daniel K. Signorelli, 1400 Woodloch Forest Dr., Suite 200, The
Woodlands, TX 77380 USA.

7. Defendant Redbird is a Texas limited liability company. Redbird may be
served with process on its registered service agent: Ronnie Matthews, 5910 FM 2920,
Suite C, Spring, TX 77388 USA.

DEFENDANTS’ VIOLATIONS OF § 1926(b)

8. The Commissioners routinely disregard the federal protections that
§ 1926(b) afford water districts. On March 27, 2019, judgment was entered against
the Commissioners:

The court ORDERS AND DECLARES:

(1) PUC Officials' Final Order of September 28, 2016, in the matter titled

Tex. Pub. Util. Comm'n, Petition of Las Colinas San Marcos Phase ILLC,

Docket No. 46148 was entered in violation of 7 U.S.C. § 1926(b) and is
void.

(2) 7 U.S.C. § 1926 preempts and voids the following section of
Tex. Water Code § 13.254(a-6): “The utility commission may not deny
a petition received under Subsection (a-5) based on the fact that a
certificate holder is a borrower under a federal loan program.”

(3) To the extent that Tex. Water Code § 13.254(a-5) directs PUC
Officials to grant a petition for decertification that meets the
requirements of that provision without regard to whether the
utility holding the certification is federally indebted and
otherwise entitled to the protections of 7 U.S.C. § 1926(b), the
statute is preempted and is void.

Crystal Clear Special Util. Dist. v. Walker, No. 1:17-CV-254-LY, 2019 WL 2453777,

at *2 (W.D. Tex. Mar. 27, 2019) (emphasis added). This ruling by the District Court
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was later vacated and remanded by the Fifth Circuit for reconsideration in light of
Green Valley. However, the reasoning and analysis in Crystal Clear remain
persuasive.

The District Court entered the following Orders and Declarations in Crystal
Clear:

The court ORDERS AND DECLARES:

(1) PUC Officials’ Final Order of September 28, 2016, in the matter titled

Tex. Pub. Util. Comm'n, Petition of Las Colinas San Marcos Phase ILLC,

Docket No. 46148 was entered in violation of 7 U.S.C. § 1926(b) and
1s void.

(2) 7U.S.C. § 1926 preempts and voids the following section of Tex.
Water Code § 13.254(a-6): “The utility commission may not deny a
petition received under Subsection (a-5) based on the fact that a
certificate holder is a borrower under a federal loan program.”

(3) To the extent that Tex. Water Code § 13.254(a-5) directs PUC
Officials to grant a petition for decertification that meets the
requirements of that provision without regard to whether the utility
holding the certification is federally indebted and otherwise entitled to
the protections of 7 U.S.C. § 1926(b), the statute is preempted and is
void.

IT IS FURTHER ORDERED that the PUC, its officers, employees,

and agents are permanently enjoined from enforcing in any manner

the order of September 28, 2016, in the matter titled Tex. Pub. Util.

Comm'n, Petition of Las Colinas San Marcos Phase I LL.C, Docket No.

46148 (Final Order).
Crystal Clear, 2019 WL 243777 at *2 (emphasis added).

9. Prior to the District Court entering judgment against the
Commuissioners and declaring Tex. Water Code §§ 13.254(a-5) and (a-6) void (relative
to entities that enjoy the protection of § 1926(b)) the Commissioners suggested that

they had no choice but to follow state law despite that law being directly contradictory
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to federal law. U.S. Magistrate Judge Andrew Austin (Western District) stated in his
report and recommendation to the District Court:

Thus, regardless of whether § 13.254(a-5) explicitly directs the PUC to
consider the provisions of 7 U.S.C. § 1926(b), the PUC has no choice
in the matter, as the Constitution compels it to consider that
applicable federal law. The fact that the PUC suggests otherwise is
troubling. Generally, a court should be as circumscribed as possible
when it determines the scope of a ruling invalidating a statute, and this
i1s particularly true when there are both separation of powers and
federalism issues implicated, as there are here. But the PUC Officials’
suggestion that they have no choice but to follow state law even
in the face of a directly contrary federal law—despite the fact
that the agency has a general counsel and a staff full of
attorneys—supports Crystal Clear’s argument that the Court should
go further than simply enjoining enforcement of § 13.254(a-
6).4 Accordingly, the Court has added in its recommended relief, a
declaration regarding § 13.254(a-5) as well.

Crystal Clear Spec. Util. Dist. v. Walker, No. A-17-CV-00254-1.Y, 2018 WL 6242370,
at *4 (W.D. Tex. Nov. 29, 2018), report and recommendation adopted as modified sub
nom. Crystal Clear Spec. Util. Dist. v. Walker, No. 1:17-CV-254-LY, 2019 WL 2453777
(W.D. Tex. Mar. 27, 2019).

The Commissioners persistently disregard federal law and continue to ignore
the protections afforded by § 1926(b) to qualifying associations including DP. Despite
being adequately warned in Crystal Clear, the Commissioners continue disregarding
federal law and continue to consider actions such as the Decertification Petitions that
are preempted by § 1926(b) and void. Once the protections of § 1926(b) have attached,
removal of territory from a USDA indebted water supply corporation is barred by §
1926(b) even if fair market value is paid for the territory sought to be

released/decertified. See City of Madison, Miss. v. Bear Creek Water Ass'n, Inc., 816
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F.2d 1057, 1060 (5th Cir. 1987) (“Even if fair value is paid for the lost facilities, such
an action would inevitably have an adverse effect on the remaining customers of Bear
Creek, in the form of lost economies of scale and resulting higher per-user costs.”); see
also Pittsburg Cty. Rural Water Dist. No. 7 v. City of McAlester, 358 F.3d 694, 716
(10th Cir. 2004) (“There 1s thus preemption of any local or state law that purports to
take away from an indebted rural water association any territory for which the
association is entitled to invoke the protection of § 1926(b).”).
10.  On April 5, 2021, Defendant SIG filed, pursuant to Tex. Water Code
§ 13.2541, its Petition with the PUC (Docket No. 51979) seeking a decertification
(release) of property purportedly owned by Defendant SIG, which is situated within
DP’s Certificate of Convenience and Necessity (“CCN”) No. 11052. SIG’s Petition to
decertify/remove/release a part of DP’s CCN is a form of interference or taking
prohibited by DP’s federal rights under § 1926(b) and is a violation of § 1926(b). SIG
seeks to remove territory for which DP has made water service available; such
removal would reduce the customer pool for DP within DP’s protected service area.
Indeed, the type of encroachment contemplated by § 1926(b) 1s not
limited to the traditional guise of an annexation followed by the city's
initiation of water service. It also encompasses other forms of
direct action that effectively reduce a water
district's customer pool within its protected area. .
Rural Water Dist. No. 4, Douglas Cty., Kan. v. City of Eudora, Kan., 659 F.3d 969,

985 (10th Cir. 2011) (emphasis added) (internal citations omitted).

All land SIG seeks to decertify is situated within DP’s CCN 11052.
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11.  On May 6, 2021, Defendant Redbird filed, pursuant to Tex. Water Code
§ 13.2541, its Petition with the PUC (Docket No. 52090) seeking a decertification
(release) from a part of DP’s CCN 11052 of property purportedly owned by Defendant
Redbird. Redbird’s Petition to decertify/remove/release a part of DP’s CCN is a form
of interference or taking prohibited by DP’s federal rights under § 1926(b) and is a
violation of § 1926(b) because Redbird is seeking to remove territory for which DP has
made water service available in accord with Green Valley, and by so doing, would
reduce the customer pool for DP within DP’s protected service area. City of Fudora,
659 F.3d at 985.

12.  Defendants SIG and Redbird knew or should have known that the Texas
statutes that their respective Petitions for Decertification depend on are
unconstitutional and void. because they are preempted by § 1926(b).

13.  Defendants Commissioners and Gleeson knew or should have known
that petitions for decertification filed with the PUC pursuant to Tex. Water Code §
13.2541 against an entity such as DP, that is entitled to the protections of § 1926(b),
are premised on Texas statutes that are void and unenforceable.

14.  Despite clear notice sent to their counsel, the PUC Commissioners have
failed to dismiss the SIG and Redbird Decertification Petitions, and the
Commissioners are actively considering those Petitions in violation of § 1926(b).

15. DP is indebted on two loans made by the USDA. (“Loans”). These Loans
qualify the borrower (DP) for § 1926(b) protection. Each loan is a “such loan” within

the contemplation of § 1926(b). See El Oso Water Supply Corp. v. City of Karnes City,
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Tex., No. SA-10-CA-0819-OLG, 2011 WL 9155609, at *5 (W.D. Tex. Aug. 30, 2011),
report and recommendation adopted, No. CIV. SA-10-CA-819-0OG, 2012 WL 4483877
(W.D. Tex. Mar. 19, 2012), judgment entered, No. SA10CA0819-0G, 2012 WL
4747680 (W.D. Tex. Apr. 11, 2012) (“In affording a water utility the protection of
§ 1926(b), federal courts have identified three requirements that a water utility must
establish: (1) that the utility is an ‘association’ within the meaning of § 1926; (2) that
the utility has a qualifying federal loan outstanding; and (3) that the utility ‘provided
or made [service] available’ to the disputed area..”).

16.  The Decertification Petitions each admit that the property for which
decertification is sought is within CCN 11052, granted to DP by the State of Texas.

17. DP is entitled to § 1926(b) protection because (1) DP is an association
within the meaning of § 1926; (2) DP has the legal right and duty under CCN 11052
to provide water service to the properties described in the SIG and Redbird
Decertification Petitions; (3) DP is indebted on two qualifying Loans made by the
USDA; and (4) DP has “made service available” because of its nearby
facilities/infrastructure maintained by DP (facilities on/within or immediately
adjacent to the properties described in the Decertification Petitions) and DP’s
physical ability to provide water service immediately or within a reasonable period of
time to said properties. Specifically, DP has (1) adequate facilities to provide water
service to the areas specified in the Decertification Petitions within a reasonable time
after a request for service is made; and (2) the legal right to provide water service.

Green Valley Spec. Util. Dist., 969 F.3d at 477. DP has water facilities that are either
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within or immediately adjacent to the SIG property sought to be decertified and DP
has water facilities (pipeline and water treatment plant) within 700 feet of the
Redbird property sought to be decertified.

18.  DP’s “territory” for which DP has the legal right and duty under its CCN
11052 to provide water service under Texas law, includes land identified in the
Decertification Petitions. This legal right cannot be diminished or altered once DP
becomes indebted on a loan made by the USDA.

In addition to these principles defining the protection § 1926(b) affords
rural water districts from competition, state law cannot change the
service area to which the protection applies, after that federal
protection _has attached. For instance, “where the federal § 1926
protections have attached, § 1926 preempts local or state law that can
be used to justify a municipality's encroachment upon disputed area in
which an indebted association is legally providing service under state
law.”

Rural Water Sewer & Solid Waste Mgmt. v. City of Guthrie, 344 F. App'x 462, 465
(10th Cir. 2009), certified question answered sub nom. Rural Water Sewer & Solid
Waste Mgmt., Dist. No. 1, Logan Cty., Oklahoma v. City of Guthrie, 2010 OK 51, 253
P.3d 38 (emphasis added) (internal citations omitted).

Defendants SIG and Redbird are attempting to diminish or alter DP’s territory
through their Decertification Petitions, all of which violates and is prohibited by §
1926(b).

19.  Any doubts whether DP is entitled to the protections of § 1926(b) must
be resolved in DP’s favor. DP’s territory is sacrosanct.

In order to achieve both of these stated purposes, “[d]oubts

about whether a water association is entitled to protection fro
m competition under § 1926(b) should be resolved in favor of the
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F[M]HA-indebted party seeking protection for its territory.”
Sequoyah Cnty. Rural Water Dist. No. 7, 191 F.3d at 1197 (citing North
Alamo Water Supply Corp., 90 F.3d at 9133 and Jennings Water,
Inc., 895 F.2d at 315 (citing five federal courts which have held that §
1926 should be liberally interpreted to protect FmHA-indebted rural
water associations from municipal encroachment)).

In addition to interpreting § 1926(b) broadly to “indicate a congressional
mandate” that local governments not encroach upon the services
provided by federally indebted water associations, regardless of the
method of encroachment, the Fifth Circuit has gone so far as to
designate “the service area of a federally indebted water
association” as “sacrosanct”, emphasizing the virtually
unassailable right of an indebted association to protection from
municipal encroachment. North Alamo Water Supply Corp., 90
F.3d at 915; see also Bear Creek Water Ass'n, Inc., 816 F.2d at 1059
(affirming that one dollar of debt would be enough to afford the statute's
protection because Congress “literally proscribed interference by
competing facilities ... ‘during the term of said loan™).

El Oso Water Supply Corp., 2011 WL 9155609, at *5.
Count 1
Violation of 42 U.S.C. § 1983 (and at Equity) - Commissioners and Gleeson

20. DP seeks only prospective injunctive relief against the
Commissioners. “To ensure the enforcement of federal law ... the Eleventh
Amendment permits suits for prospective injunctive relief against state officials
acting in violation of federal law.” Pzifer, Inc. v. Texas Health & Human Servs.
Comm’n, No. 1:16-CV-1228-LY, 2017 WL 11068849, at *2 (W.D. Tex. Sept. 29, 2017)
(quoting Nelson v. Univ. of Tex. at Dallas, 535 F.3d 318, 322 (5th Cir. 2008). See also

Green Valley 969 F.3d at 471 (“And second, the Ex parte Young exception ‘permits

3 North Alamo has been overruled on other grounds by Green Valley Special Util. Dist. v. City of
Schertz, Texas, 969 F.3d 460 (5th Cir. 2020).
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suits for prospective ... relief against state officials acting in violation of federal
law.”).

21.  DP incorporates all allegations above.

22.  Inorder to state a cause of action under 42 U.S.C. § 1983, DP must allege
only that some person has threatened to deprive or has deprived it of a federal right
and that such person acted under color of state or territorial law. Gomez v. Toledo,
446 U.S. 635, 640 (1980).

23.  DP has a federal right under § 1926(b) to be protected from any
curtailment or limitation of its right to sell water within DP’s territory.

24.  Actions of the Commissioners and Gleeson constitute an attempt to
deprive DP of its § 1926(b) federal rights.

25.  The actions of the Commissioners and Gleeson are conducted under
color of state law by virtue of their statutory power to decertify land situated within
the boundaries of DP’s CCN for which DP has made water service available, as the
term “made water service available” has been interpreted by the Fifth Circuit and
other Federal Circuit Courts of Appeal, after DP became indebted on a loan which
qualified DP for § 1926(b) protection.

26.  DP suffered or is in immediate jeopardy of suffering loss and damage as
a result of the wrongful acts of the Commissioners and Gleeson in connection with
the Decertification Petitions.

27. DP is a proper party plaintiff for a claim presented under 42 U.S.C.

§ 1983, and the Defendants Commissioners and Gleeson are also proper parties,
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despite the decision in City of Safety Harbor v. Birchfield, 529 F.2d 1251 (5th Cir.
1976). Birchfield has been implicitly overruled by Green Valley Special Util. Dist. v.
City of Schertz, Texas, 969 F.3d 460, 475 (see footnote 26) (5th Cir. 2020). DP is
enforcing its federal statutory rights here, not constitutional rights. Birchfield is also
not applicable here because DP is a water supply corporation. In addition, even if
Birchfield remains operative which DP denies, DP has a cause of action against the
Commissioners and Gleeson in equity under § 1926(b). Green Valley, supra at 475.
(“Ultimately, however, we need not decide whether to pull the PUC Officials back
from the precipice. Birchfield stands as no obstacle to having this case proceed
against the PUC Officials, because Green Valley has a cause of action against them
at equity, regardless of whether it can invoke § 1983.”).
Count 2
Declaratory Judgment - 7 U.S.C. § 1926(b) — All Defendants

28. DP seeks only prospective injunctive relief against Gleeson.

29.  DP incorporates by reference all allegations above.

30. This claim is brought pursuant to and in accordance with 28 U.S.C.
§§ 2201 and 2202 seeking a declaration of the rights and other legal relations of the
Parties under § 1926(b).

31. There exists an actual case or controversy between DP and all of the
Defendants concerning the Commissioners or Gleeson’s authority to decertify
(release) a portion of DP’s CCN, namely to remove the land described in the

Decertification Petitions from DP’s territory (its CCN) to allow SIG and Redbird to
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obtain water service from another competitive entity. Water sales by a neighboring
municipality or other entity formed to provide water service to the land described in
the Decertification Petitions is strictly prohibited by § 1926(b). The Decertification
Petitions are directly prohibited and are contemplated/intended to negatively affect
DP’s rights under §1926(b) to be the exclusive water service provider to the land
specified in the Decertification Petitions.

32. Section 1926(b) prohibits decertification (release or taking) of any
portion of DP’s CCN if the decertification would (1) function to limit or curtail the
water service provided or made available by DP, (2) allow competition within DP’s
CCN, (3) function to impair the collateral pledged to secure the Loans, (4) deprive the
USDA of its rights in the collateral, or (5) deprive the rights enjoyed by DP’s
customers. Decertification of DP’s territory/CCN is prohibited under the Fifth
Circuit’s “bright-line” rule. City of Madison, Miss. v. Bear Creek Water Ass'n, Inc., 816
F.2d at 1059 (6th Cir. 1987). The threatened decertification violates DP’s § 1926(b)
rights and any order issued by the PUC or Commissioners shall null and void. DP is
obligated to 1nitiate this action to prevent violations of § 1926(b), pursuant to 7 C.F.R.
§ 1782.14(b).4

33. Texas Water Code Section Section 13.2541(d), previously numbered as
13.254 (a-6),) states : “The utility commission may not deny a petition based on the

fact that a certificate holder is a borrower under a federal loan program.” Tex. Water

4 “(b) Responsibility for initiating action in response to those actions prohibited by 7 U.S.C. 1926(b)
rests with the borrower.” 7 C.F.R. § 1782.14.
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Code § 13.2541(d). This statutory language is void because it violates the Supremacy
Clause. The Commissioners were parties to Crystal Clear, and were provided specific
notice that the Commissioners had no choice but to recognize and obey federal law.
Crystal Clear, 2019 WL 2453777 at *5.

34. Regardless of whether the Texas Water Code explicitly directs the PUC
to disregard the provisions of § 1926(b), the PUC has no choice in the matter, as the
Constitution compels it to consider and comply with applicable federal law. See
Crystal Clear Spec. Util. Dist. v. Walker, No. A-17-CV-00254-LY, 2018 WL 6242370,
at *4 (W.D. Tex. Nov. 29, 2018), report and recommendation adopted as modified sub
nom. Crystal Clear Special Util. Dist. v. Walker, No. 1:17-CV-254-LY, 2019 WL
2453777 (W.D. Tex. Mar. 27, 2019).

35. The Texas Water Code section 13.2541(d) is unconstitutional for the
reason that it interferes with DP’s rights under § 1926(b). Any action by the
Commaissioners or Gleeson to decertify or remove portions of DP’s CCN would
frustrate an important federal statutory scheme intended to promote rural
development ( 7 U.S.C. § 1926) and to accomplish the congressional purposes of §
1926(b).5

36. Texas Water Code section 13.2541(d) upon which the Decertification

Petitions are premised must be declared preempted, void, and unconstitutional

5 “This history indicates two congressional purposes behind § 1926: 1) to encourage rural water
development by expanding the number of potential users of such systems, thereby decreasing the per-
user cost, and 2) to safeguard the viability and financial security of such associations (and FmHA's
loans) by protecting them from the expansion of nearby cities and towns.” City of Madison, Miss. v.
Bear Creek Water Ass'n, Inc., 816 F.2d at 1060 (5th Cir. 1987) (emphasis added).
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because this statute is in direct conflict with the purposes and objectives of § 1926(b).
As a result, the Commissioners and Gleeson have no authority to act upon the
Decertification Petitions relative to DP’s territory or CCN, and SIG and Redbird have
no lawful right to pursue their Decertification Petitions under a void statute.

37. DP has suffered damages in the form of legal expense associated with
resisting the Decertification Petitions before the PUC in a sum not less that $10,000.
DP seeks damages solely against SIG and Redbird, and not against the
Commissioners or Gleeson.

Count 3
Injunctive Relief — All Defendants

38. DP incorporates by reference all allegations above.
39.  DP does not have a proper and adequate remedy at law and injunctive

relief is a proper remedy for violation of § 1983 as well as for violations of § 1926(b).
Jury Demand - DP demands a jury trial as to all issues triable by jury.
PRAYER

DP prays the Court grant the following relief:

1. The Court enter a declaration that Texas Water Code section 13.2541(d)
on which the Decertification Petitions rely is preempted to the same extent and in
the same manner as described in Crystal Clear;

2. The Court enter a permanent injunction against Defendants SIG and
Redbird from the further presentation or prosecution of the pending Decertification

Petitions;
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3. The Court enter a permanent prospective injunction against Defendant
Commissioners and Defendant Gleeson from any further consideration, or granting
relief under the Decertification Petitions, and if any relief is granted by these
Defendants, permanently enjoining these Defendants from any enforcement of any
order issued granting the Decertification Petitions or implementing action in
furtherance of decertification,;

4. The Court award damages, attorney fees, and costs of this action as may

be permitted by federal law against Defendants SIG and Redbird only; and

5. The Court grant such other and additional relief to which DP

demonstrates it is entitled.

Respectfully submitted,

ALLENSWORTH AND PORTER, L.L.P.
100 Congress Avenue, Suite 700

Austin, Texas 78701

(612) 708-1250 Telephone

(512) 708-0519 Facsimile
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