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L INTRODUCTION

Water supply and sewer service corporations are non-profit entities which typically enjoy
the freedom to operate in a manner that they determine to be in the best interests of their members,
who are also their customers and owners. Because elected boards of directors that govern these
corporations are bound by laws regulating the management and operation of non-profit entities!
and have foundational decuments approved by the members themselves, the Texas Water Code
(TWC) releases them from the Commission’s traditional water and sewer utility regulation.
However, under certain, limited circumstances, the Commission can assert jurisdiction over these
entities to protect the members from a renegade board. In this petition, the Division of Compliance
and Enforcement (DICE) will demonstrate that the actions of Windermere Oaks Water Supply
Corporation (Windermere) fultill these circumstances and, as a result, requests the Commission
1ssue an order asserting its full jurisdiction over Windermere.

The Commission has broad authority to regulate and supervise the business of each water
and sewer utility in the state. Water supply and sewer service corporations (WSC), though, are not
considered water or sewer utilities in the TWC? and, as such, they enjoy immense flexibility to
operate outside the traditional regulatory framework. The TWC does, however, provide two
threshold tests that a WSC must meet to continue to qualify for this regulatory freedom: 1t must
conduct annual and special meetings in compliance with TWC § 67.007, and it must operate so as

to be member-owned and member-controlled. Under TWC § 13.004, it the Commission finds that

I See generally Texas Nonprofit Corporation Law, Tex. Bus. Org. Code Chapters 20 and 22.
2 TWC § 13.002(23).
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a WSC fails erther of these tests, the Commission has the same jurisdiction over the WSC that 1t
has over a water or sewer utility.

As demonstrated below, the Commission has more than adequate grounds to make this
finding and assert its jurisdiction over Windermere. First, Windermere regularly has failed to
operate in a manner that demonstrates it is member-owned and member-controlled. Namely, its
board of directors has altered the corporation’s bylaws without input or approval of its members,
the board of directors improperly ignored its fiduciary obligations to the corporation, and the board
has not managed the corporation in a manner consistent with its bylaws. Second, Windermere’s
board failed to conduct recent annual meetings in accordance with the TWC by allowing non-
members to stand for election, by allowing non-members to vote, and by disallowing votes cast by
members during the annual meeting. With these actions considered collectively, the Commission
can and should find that Windermere’s board no longer serves the members’ best interests and that
the members need relief from a board that continues to make poor decisions and take ill-advised
actions. Either of these findings constitutes failure of both the threshold tests at issue here.

This petition is organized in five sections. Section II outlines background information
related to Windermere’s procedural history before the Commission and provides relevant details
that led to the present petition. Section IlI provides an overview of the applicable laws and
standards that are relevant to this petition. Section [V shows how the corporation has not operated
as a member-owned or member-controlled entity, and Section V details how Windermere failed
to conduct its annual meetings in accordance with the TWC. This pleading clearly demonstrates
that Windermere has failed both tests and determine the corporation should be subject to the same

jurisdiction the Commission has over a water or sewer utility.

11 BACKGROUND

Windermere was founded in 1995 as a non-profit water supply and sewer service
corporation to serve the Windermere Oaks community located outside Marble Falls, Texas in
Burnet County. The Texas Natural Resource Conservation Commission granted Windermere
certificate of convenience and necessity numbers 12011 (for the area served by Windermere's
water utility) and 20662 (tor the area served by its sewer utility). Currently, Windermere serves

approximately 230 connections, providing water and sewer service to approximately 460 residents.
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On July 8, 2022, Windermere member Jeff Walker filed a formal complaint against the
corporation alleging that Windermere failed to conduct its 2022 annual meeting in compliance
with the TWC, that 1t was operating 1in a manner inconsistent with its classification as a non-profit
WSC as defined in the TWC, and that, due to Windermere’s lack of insurance, discontinuation of
service was imminent.? Referenced in Mr. Walker’s pleading was informal complaint number
CP2022070458. The informal complaint was resolved on July 13, 2022, via an email from the
Commission’s Customer Protection Division.?

On August 12, 2022, Windermere responded to Mr. Walker’s formal complaint and moved
to dismiss the proceeding because it believed Mr. Walker did not have standing to raise the
complaints and that there was no relief the Commission could provide in response to Mr. Walker’s
allegations. Then, on October 7, 2022, the administrative law judge filed Order No. 6, closing the
docket on the grounds that Mr. Walker’s filing was not in fact a complaint, but rather “purely
informational.”® The administrative law judge also directed Commission Statf to forward copies
of Mr. Walker’s filings to the Commission’s Division of Compliance and Enforcement (DICE) for
turther review.® While Mr. Walker may not have standing to file this type of complaint against
Windermere, DICE certainly has the authority to investigate violations of the TWC and the
Commission’s rules alleged by Mr. Walker and to prosecute those instances for which sufficient
evidence exists that would support a Commission determination of a violation.”

Having conducted its own independent investigation, which included a review of the

materials filed in Mr. Walker’s informal complaint, the pleadings filed in Docket No. 53796,

3 Complaint of Jeff Walker Against Windermere Qaks Water Supplv Corporation, Docket No. 53796
Complaint at 1. 3 (Jul. 8. 2022).

4 Complaint No. CIP2022070458, Customer Protection Division Letter to Jeff Walker (Jul. 13. 2022).

* Complaint of Jeff Walker Against Windermere Oaks Water Supply Corporation. Dockel No. 53796, Order
No. 6 al 1{Ocl. 7.2022); see Order No. 4 (Scp. 13, 2022).

6 Jd

T TWC § 13.041(¢) (“[TIhe utility commission may call and hold hecarings . . . and make lindings of fact and
decisions with respect to administering this chapter”.). Complaint of Carol D). Gitlespie Against Avalon Water Supply
and Sewer Services Corporation, SOAH PFD at 11 (Dec. 8, 2016) (quoting Comumission Staff’s Supplemental
Recommendation: “If Commission Staff were convinced that a complainant had identified violations of |TWC]
§§ 13.002(11) and (24) bevond a mere minor technical violation, then Commission Staff could file a petition |finding
the WSC] out of compliance with |[TWC] § 13.004.7).
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pleadings in Windermere’s pending rate appeal,® and public documents published by the
corporation, DICE has concluded that Windermere failed to conduct its annual or special meetings
in compliance with TWC Chapter 67 and that the corporation has violated its bylaws*!" that
purport to ensure the corporation 1s member-owned and member-controlled.!” The analyses below
provide ample grounds for the Commission to make a finding that Windermere is subject to the

Commission’s full authority under TWC §§ 13.004(a)(1) and (2).

(1.  APPLICABLE LAW

To make a finding that Windermere failed one or both of the threshold tests that allow the
corporation to continue to operate free from traditional utility regulation requires an understanding

of several provisions of the TWC as well as of a relevant, previous Commission proceeding.

A, PROVISIONS OF THE TEXAS WATER CODE

First, TWC § 13.002(11) provides a definition of the term “member” as it relates to the
members of a water supply or sewer service corporation. A member is a person that both has a
membership in the corporation and holds a fee simple title to property in the area served by the
corporation. A member can also be a person that is granted membership and currently receives or
will be eligible to receive service trom the corporation. Importantly, this detinition provides that,
regardless of the number of memberships a person may have, a person may only cast one vote in
an election held by the corporation.

Second, TWC § 13.002(24) defines a water supply or sewer service corporation as a non-
profit entity operating under TWC Chapter 67 that provides potable water service or sewer service
for compensation and that operates according to adopted bylaws or articles of incorporation which
ensure that 1t 1s member-owned and member-controlled. By definition, a utility that provides retail

water or sewer service to a person that 13 not a member is not a water supply or sewer service

§ Ratepayers Appeal of the Decision by Windermere Oaks Waler Supply Corporation to Change Water and
Sewer Rates, Docket No, 50788 (pending).

9 Exhibit A, Bylaws of Windcrmere Water Supply Corporation, adopted Scpiember 23, 2014,
10" Exhibit B, Bylaws of Windermere Walcr Supply Corporation, adopled November 18, 2021,

11 Exhibit C. Articles of Incorporation of Windermere Qaks Water Supply Corporation, adopted
November 9, 1995.
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corporation, except under the limited circumstance in which the non-member is a property
developer that intends to sell the property receiving the service.

To qualify as a water supply corporation, a utility may provide service only to: (1) its
members; or (2) a developer who intends to sell the property. As stated in TWC § 13.002(24), the
term “water supply corporation” “does not include a corporation that provides retail water or sewer
service to a person who is not a member, except that the corporation may provide retail water or
sewer service to a person who is not a member it the person only builds on or develops property
to sell to another and the service is provided on an interim basis before the property is sold.” If an
entity is not operating as a WSC as defined in TWC § 13.002(24), then the Commission has the
same jurisdiction over that WSC as it would over any other utility. While Windermere is currently
categorized as a WSC, 1t 1s not functioning as a WSC and should therefore be regulated as any
other water and sewer utility.

Third, TWC § 67.007 details the procedures tor the conduct of a water supply or sewer
service corporation’s annual or special meeting and requires, in relevant part, that: (a) the annual
meeting be held between January 1 and May 1 at a time specified by the bylaws or the board; (b)
the board adopt written procedures for conducting an annual or special meeting; (c) the board adopt
official ballots; and (d) the board select an independent election auditor.

Additionally, TWC § 67.007(b) references TWC §§ 67.0052, 0053, and .0054, which
extensively detail the requirements for election of the board, including provisions related to
candidate nomination, ballot preparation, and election procedures. DICE will discuss these
sections in greater detail below in its analysis of how Windermere has failed to comply with TWC
§ 67.007.

Finally, to institute traditional utility jurisdiction over a water supply or sewer service
corporation under TWC § 13.004(a), the Commission must find that the corporation:

(1) 1s failing to conduct annual or special meetings in compliance with Section
67.007; or

(2) 1s operating in a manner that does not comply with the requirements for
classifications as a nonprofit water supply or sewer service corporation
prescribed by Sections 13.002(11) and (24).

Thus, the first threshold test requires the Commission to (a) analyze the corporation’s
written policies related to annual and special meetings to ensure they comply with TWC § 67.007

and then (b) compare those policies with how the meetings were actually conducted. The second
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test requires the Commission to analyze whether the corporation is member-owned and member-
controlled. Similarly, this second test 1s also a two-part analysis: first, to determine whether the
corporation has adopted written policies or procedures that ensure it is member-owned and
member-controlled, and second, to determine whether the corporation is operated in accordance
with those policies or procedures. Sections IV and V below take up these threshold questions in
reverse order to allow the analyses of membership control to inform the analysis of the

corporation’s elections conduct.

B. THE EXTENT OF THE COMMISSION'S INQUIRY: APPLYING GILLESPIE

DICE acknowledges that Commission precedent, as articulated in Complaint of Carol D.
Gritlespie Against Avalon Water Supply and Sewer Services Corporation, Docket No. 43146, limits
the Commission’s analysis of bylaws or other written procedures to those that ensure that the WSC
is member-owned and member-controlled.1? DICE’s argument in this petition is not meant to
contravene the idea that the Commission’s jurisdiction over water supply and sewer service
corporations 1s Iimited; it certainly is. However, Gillespie did not address the significance of
actions taken by a board in contravention to its written policies and procedures. For if the statute
limited the Commission to analyzing only whether written policies existed, then TWC § 13.004
would not have included the questions of whether the corporation was failing “to conduct”
meetings in compliance with TWC § 67.007 or it the corporation was “operating” in a manner that
subverts members’ control or ownership of the WSC. It the Commission’s scope is strictly limited
to the question of whether written policies exist but not whether the corporation’s actions complied
with those policies, TWC § 13.004 is rendered meaningless. WSCs could simply adopt policies
and then disregard them outright. DICE contends there is no other way to read the statutes together
to make sense but to impose this two-part test laid out above.!?

By way of example, Windermere’s board of directors has been comprised, at least in part,
of non-members in direct contravention with 1ts bylaws and articles of incorporation. Certainly,
this must demonstrate the need for the two-part test because, while on paper Windermere appears

to be controlled by its members, in practice it is controlled by members and non-members alike.

12 Complaint of Carol D. Gillespie Against Avalon Water Supply and Sewer Services Corporation, Dockel
No. 43146, Final Order at 5 (Mar. 9, 2017).

13 See {etena Chem. Co. v. Wilkins, 47 S.W 3d 486. 493 (Tex. 2001).
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Moreover, when a board is not properly elected, then all actions taken by that board should be
suspect. If non-members are elected, then those improperly elected board members exercise
control over the WSC, and as a result, the corporation cannot be assumed to be member-controlled.
The actions taken by Windermere’s board, especially when those actions violate Windermere’s
bylaws, render Windermere non-compliant with TWC §§ 13.002(24) and (11). Those actions open
the door for the Commission to examine the board’s conduct, regardless of whether a given bylaw
1s titled to implicate explicitly the “member-owned, member-controlled” requirement. Indeed, a
bylaw does not need be named “Bylaw Ensuring that the Corporation 1s Member-Owned and
Member-Controlled” to warrant the Commission’s consideration. To argue otherwise, as
Windermere did in its responses to Mr. Walker’s complaint,'* ignores the purpose of defining
“water supply or sewer service corporation” and deprives the Commission of its statutorily
sanctioned authority.'?

Yes, (Gillespie acknowledges that the Commission’s jurisdiction over WSCs is limited, and
it establishes that the Commission should not delve into a fact-specitic inquiry of a WSC’s
adherence to every single bylaw or article of incorporation or its routine, day-to-day activities
associated with providing water or sewer service. That does not, however, mean that actions taken
in violation of a statutorily-required written procedure must be waved off as out of bounds: the
Commission cannot turn a blind eye to the many and varied violations by a board that i1s not even

comprised of duly elected members.

IV.  THREHSOLD TEST 1: OPERATING IN A MANNER TO ENSURE MEMBER-
OWNED AND MEMBER-CONTROLLED

Key to determining whether a WSC is operating in accordance with the definitions of
“water supply corporation” and “member” is an evaluation of whether a WSC “has adopted and is

operating in accordance with bylaws or articles of incorporation which ensure that it is member-

14 Dockel No. 53796, Windermere Qaks WSC's Response 1o Complaint of JefT Walker and Motion (o
Dismiss at 19-26 (Aug. 12, 2022),

15 See House Rescarch Organization bill analysis of SB 1 at 38 (May 21, 1997). (The analysis of SB 1, which
last amended TWC §§ 13.002(24) and (11), states: “The changes made in C35B 1 concerning utility providers would
help to ensure high quality service in the small communities often serviced by these ntility providers. Clarifving the
definition of “member” and “water supply corporation” would ensure that water supply corporations, which are
exempted from certain state regulations, are actuallv operated by and for the benefit of their customer members and
are not shell organizations created by developers and others to escape state requirenients.”
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owned and member-controlled.” ¢ Bylaws and articles of incorporation exist, among other reasons,
to ensure that the WSC’s governing body manages the utility according to the parameters and
guidelines established by its members. Windermere has adopted bylaws, to be sure, but DICE’s
investigation shows that Windermere’s adherence to those bylaws has been woetully inconsistent,
which has resulted in inequitable treatment of the WSC’s member-customers. For example, there
are issues with service: what qualities as service, whoreceives service, and whether all who receive
service are members. There are also 1ssues with membership: who is allowed to be a member, who
is actually a member, and how memberships transfer between persons. Likewise, there are issues
with voting: who 1s allowed to vote, which votes are valid, and who receives and counts the votes.

In i1ts response to Mr. Walker’s formal complaint, Windermere relied on the argument that
the Commission does not have the jurisdiction to examine Windermere’s adherence to all of its
bylaws. Yet, the statute requires the Commission to analyze whether the WSC has operated
according to its policies that ensure it is member-controlled. DICE reiterates that its analysis is not
limited to those that Windermere would narrowly construe: the Commission must take a holistic
view of Windermere’s actions as they related to stifling membership control. DICE s analysis of
these issues, detailed below, shows that Windermere 1s not operated in a manner to ensure that 1t
18 member-controlled or for the benefit of all its members, and the Commission should not let the
corporation continue to hide behind its classification as a WSC to escape scrutiny. Because
Windermere has failed, in so many respects, to abide by TWC §§ 13.002(11) and (24), the

Commission should assert 1ts jurisdiction.

A, BYLAWS ARTICLE 4 - POWERS

Windermere’s Bylaws Article 4 states, “Except as otherwise provided in these bylaws, the
Corporation’s articles of incorporation or the laws of this state, the Corporation shall have all
powers invested in a water supply or sewer service corporation by 1434a [now TWC Chapter 67],
the Texas Non-Profit Corporation Act, the Texas Water Code, and the administrative rules of the
Texas Commission on Environmental Quality and its successor agency(ies), not inconsistent with
Internal Revenue Code Section 501(c)(12){A) and related federal regulations, rulings, and

procedures.”

16 TWC §§ 13.002(11) and (24).
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As with the Commission, Windermere has no power outside that which is granted by the
law. For example, under TWC § 13.002(24), Windermere can only legally provide service to
persens who are members and to those non-members who are developing a property for the
purpose of sale. Under TWC § 13.002(11), a member is a person that holds a membership and is
the record owner of fee simple title to property in the service area, or is a person granted
membership who is receiving service. Yet, Windermere does exercise power beyond that which
Bylaws Article 4 has granted to it because the corporation provides retail service to non-members,
as explained below.

By providing service to non-members, Windermere uses its resources for the benefit of
non-members — namely its water resources, staff resources, financial resources, and capital
infrastructure. The statutory provision that restricts service to members is intended to ensure that
the members — the persons that actually own the non-profit corporation — enjoy the benefit of their
individual investments in the corporation. Those investments take the form of membership fees
and equity buy-in fees, the total of which would cost a new member approximately $5,000.17 In
exchange, the facilities and resources purchased with those investments are intended to be
dedicated to sole benefit of the members and allowing non-members to receive service suggests
that Windermere permits some customers the benefit of the utility’s resources without having to
make the same investments as other customers,

Windermere currently provides service to non-members by providing water service to
tenants of properties owned by Windermere members. Per its tariff, Windermere provides service
to tenants through an Alternate Billing Agreement.'® Yet, Windermere’s Articles of Incorporation
Article 7 requires all customers to be members unless they are exempted by law, which tracks with
TWC § 13.002(24). State law only exempts a customer from the membership requirement it that
customer is a property developer and the service is provided on an interim basis before the property
is sold. As such, tenants must be members if Windermere wants to retain its classification as a
WSC, yet they are not eligible for membership under Windermere’s existing tariff. DICE is not
recommending that tenants should barred from receiving service from a WSC; the point is that

Windermere 15 not acting in accordance with TWC § 13.002(24). If tenants are to receive service,

17 Exhibit D, Windcrmere Qaks Water Supply Corporation TarilT, at 41-42,
18 jd a2l
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then tenants must be members. If tenants are to be members, then Windermere must amend its
tariff to allow for membership that is not premised on property ownership.

Windermere has extended its authority granted under the law and in violation of the
corporation’s bylaws. The laws regularly governing a WSC establish a paradigm of member-
ownership and member-control. By providing service to non-members, the corporation unilaterally
determined to use the assets and resources of the corporation, which are meant to be owned and
controlled by the members, for the benetit of non-member entities. That Windermere likely
received payment for these services from the non-members does not render this exercise of
extralegal authority harmless. If the tenants are not members and have received service, they have
taken service through infrastructure that its members funded. Proper governance of the corporation
requires that, at a minimum, the corporation’s bylaws must reflect the members” will and the
members have dictated that a member’s investment entitles that member to receive service. If
Windermere is allowed to operate outside the parameters of its bylaws by providing service to
non-members, it is not member-controlled; and then, Windermere cannot satisfy TWC

§ 13.002(24)’s detinition of water supply corporation.

B. BYLAWS ARTICLE 3.3 - LIMITATIONS ON ACTIVITIES

Bylaws Article 5.3 limits Windermere’s activities by stating, “[t]he Corporation shall have
no power to engage in activities or use its assets in a manner that are [sic] not in furtherance of the
legitimate business of a water supply cooperative or sewer service cooperative as recognized by
1434a and Internal Revenue Code 501(c)(12)(A).” Windermere would have DICE stop its analysis
at the fact that Windermere has this written policy. However, stopping the investigation here would
disregard the WSC’s conduct that violates this written procedure as Windermere’s board has made
decisions and used the corporation’s resources in a manner which ultimately harms the corporation
and, by extension, its members.

For example, as noted in Ratepayers Appeal of the Decision by Windermere Oaks Water
Supply Corporation to Change Waler and Sewer Rafes, Docket No. 50788, Windermere
significantly increased its rates to cover legal expenses stemming trom a 2016 land transaction in
which a then-sitting member of the Windermere board of directors, in breach of her fiduciary duty

to the corporation, purchased land owned by Windermere for $70,000 below market value.1” Had

19 Exhibit E, Charge of the Court at 6. Rene Ffiench, John Richard Dial, Stuart Bruce Sorgen, Intervenor
Plainiiffs, and as Representatives for Windermere Oaks Waler Supply Corporation v. Iriendship Homes & Hangars,
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Windermere operated in accordance with this bylaw, it would not have allowed its property to be
sold to a seated member of the board below full market value. Not only is this a violation of
Bylaws Article 5.3, but it is also a breach of the board’s fiduciary and ethical duties to its member-
owners.

To make matters worse, on November 14, 2019, at a meeting held at 3:00 pm on a Thursday
atternoon,?” the board voted to have the WSC “cover all past and future litigation costs for all past
and future defense costs for all Directors, current and former, conditioned upon each signing a
sworn statement pursuant to business organizations code 8.104.721 Texas Business Organization
Code (TBOC) § 8.104 does allow Windermere to “pay or reimburse reasonable expenses incurred
by a present governing person or delegate who was, is, or is threatened to be made a respondent
in a proceeding” (emphasis added). However, Windermere is only allowed to pay or reimburse
such expenses after the governing person (i.e., a member of the board of directors) provides a
written pledge to repay the amount the WSC has already paid it the proceeding’s final
determination is that: (1) the director has not met the standard of good taith required under TBOC
§ 8.101(a); or (2) indemnification is prohibited by Section 8.102.22

There are two significant 1ssues with Windermere’s adoption of this policy to pay for or
reimburse legal expenses. First, the board required the corporation to assume responsibility for all
current and former directors; this explicitly conflicts with TBOC § 8.104(a), which allows only
for payment for the expenses of current members of the board. Second, Windermere began
payment of directors’ legal expenses before 1t received any sort of written promise to repay from
the directors.?? The WSC’s legitimate business needs do not include payment for former director’s

expenses and do not include payment of expenses prior to first obtaining the legally required

LLC and Burnet County Commissioners Court, Windermere Water Supply Corporation ef. af., No. 48292 (33rd Dist.
Ct.. Bumet County, Tex. Nov. 18, 2022} (in which the jury affirms that Dana Martin failed to comply with her fiduciary
duty to Windermere).

20 Most meetings of Windermere’s board of directors appear to start at 6:00 pm when the meeting is held on
aweekday, presumably to allow members to attend the meeting outside of normal business hours.

21 Exhibil F. November 14, 2019 Board mecting minulcs.

22 TBOC § 8.051 requires indemnilication of a governing person or delegate only il the “person is wholly
successlul, on the merils or otherwisc, in the delense of the proceeding.”

23 Windermere Oaks Water Supply Corporation's Response to Ratepayers' Representatives Second Request
for Information at 20, 9-18, PUC Docket No. 50788, SOAH Docket No. 473-20-4071. WS (Nov. 24, 2020) (Director
affirmations).
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written pledge of repayment. Remarkably, four directors voted to cover all past and future legal
expenses for themselves and other current and former directors related to this sale of property to a
former director; the members of Windermere did not have a say in this vote.2* These actions clearly
show how the corporation’s assets are being used for individual benetit rather than for the good of
the WSC or its membership.2® If Windermere has engaged in activities that are not in furtherance
of the legitimate business of a water supply corporation, then Windermere has not satistied TWC

§ 13.002(24). Again, the result 1s grounds for jurisdiction under TWC § 13.004.

C. BYLAWS ARTICLE 8.18 - CONFLICT OF INTEREST

The need for a conflict of interest policy as a reasonable way to ensure that the corporation
1s governed and operated to protect the control and ownership of the members seems clear. It is
clearly stated in Bylaws Article 8.18, as well: “The board of directors shall adopt and maintain a
conflict of interest policy designed to promote the business of the Corporation and serve the
interests of the membership.” However, the board did not adopt a policy until October 9, 2019 at
least five years?¢ after this bylaw was adopted by the board.??

As above, Windermere would have the Commission stop its analysis here; the fact the
board eventually adopted this conflict of interest policy, the WSC would claim, should be
sufficient grounds for it to pass this first threshold test. However, as evidenced by the board’s
actions affer it adopted its policy, the Commission must examine whether the corporation has acted
in accordance with its own written directives. The board’s vote to pay legal expenses of current

and former directors involved with approving the sale of corporation property at below market

24 Exhibit F. DICE notes that at least one member remarked on the abnormal timing of the meeting. and
consequently the vote taken to pay for these illegitimate expenses.

23 Pending Docket No. 50788 will determine whether the myriad external legal expenses are reasonably

ingurred for the purpose of providing waler or sewer service, See Order on Remand, PUC Dockel No. 30788, S0AH
Docket No. 473-20-4071. WS (Jun 30, 2022). Should the Commission find that Windcrmere cannot appropriately pass
on Lo members the types of legal expenses al issuc in Docket No. 30788, Windermere will also have violaled Section
7.3 ol its Bylaws, as well,

26 DICE has not sought discovery of carlicr versions of the WSC’s bylaws but would not be surprised (o
Icarn (hat the corporation was required 1o have a conllict of interest policy prior (o 2014,

27 Exhibit G, Resolution Adopting Policies Relating to Board of Directors, Conflicts of Interest, Officer
Responsibilities, Ethics, and Other Matters Relating to the Administration and Management of the Corporation, dated
October 9, 2019; Exhibit V, Policies Relating to the Board of Directors. Conflicts of Interest, Officer Responsibilities,
Ethics, and Other Matters Relating to the Administration and Management of the Corporation.
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rates 1s evidence enough to demonstrate why the Commission must leok at both the existence of
and adherence to written policies enacted to ensure member-control.

In adopting 1ts conflict of interest policy, the Windermere board recognized that the policy
was designed to “promote the business of the corporation and serve the interests of the
Membership.”2® However, Windermere’s board has repeatedly failed to act in a manner that is in
the best interest of the corporation or its members. Prior to adopting the policy, the board approved
the sale of an asset at below market value, an action that a district court declared is a violation of
the board’s fiduciary respensibility.?” After adopting the policy, the board approved the use of
corporate resources to pay for legal expenses of former and current directors in contravention of
state law and corporate policy. Neither of these actions comport with the spirit of Bylaws Article
8.18 or the actual intent of the WSC’s written conflict of interest policy. Selling assets below their
market value, paying for expenses that state law prohibits the corporation from paying, and
protecting board members who have been found to have violated their fiduciary duties to the
corporation all demonstrate how the board disregards the non-profit corporation’s duties under
Texas Nonprofit Corporation Law, and the members are the ones lett paying the bill. In other
words, there 18 no oversight of this board, and because this board has failed to ensure that its
members remain in control of the corporation, the Commission should assert its own oversight of

Windermere,

E. BYLAWS ARTICLE 10.3 - TRANSFER OF MEMBERSHIP

DICE’s investigation concluded that Windermere did not adhere to TWC § 13.002(24)’s
requirement that each member of a WSC be allowed a single vote. DICE will take up that specific
claim in Section V below as part of its analysis of the conduct of annual elections. Relevant to the
first threshold test, however, is the fact that during the 2022 annual election, Windermere allowed
votes to be registered under the names of individuals who have passed away. In his complaint, Mr.
Walker pointed out that deceased individuals were allowed to vote;?? in response, Windermere
argued that the Commission does not have jurisdiction to examine Windermere’s election conduct

and stated that, even if the Commission did have the authority to review Windermere’s election,

3 rdall,
22 Exhibil E.
30 Walker comiplaint at 13.
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membership passes to the deceased membership holder’s heirs upon a member’s death which, thus,
allows a deceased member’s “representative” to vote on his or her behalf.3

DICE clarifies that Windermere’s bylaws do not permit a membership to transfer to any
“heir” upon a member’s death, as Windermere used that term in its response to the Walker
complaint. This interpretation directly conflicts with Windermere's Bylaws Article 10.3, which
states, in relevant part, that a transter of membership may not occur except “by will to a transteree
who 18 a person related to the testator within the second degree of consanguinity” or “by transfer
without compensation to a transferee who is a person related to the owner of the membership
within the second degree of consanguinity.”3? Texas law generally recognizes only parents and
their children to be related through the first degree of consanguinity and grandparents and
grandchildren and siblings to be related through the second degree.3? Certainly then, all eligible
transferees under these circumstances are heirs, but not all heirs can receive a transter of a
membership. The bylaws mention nothing about the direct conveyance of membership to “heirs.”
Windermere’s response glosses over the need for either a bequeathment or a transter without
compensation “to a person related to the testator or transferor within the second degree of
consanguinity.” A member’s heir might be a cousin; a member’s heir might be a niece or nephew.
Such persons, per the bylaws, cannot be a transferee, and the membership could not pass upon the
death of the membership holder. Further, even if a member could unilaterally transfer membership
to an heir, the ballot register would list the heir, not the deceased. The logic falls apart; the
argument cannot hold.

While Windermere claimed in its response to the Walker complaint that analysis of
transference of membership is outside the scope of the Commission’s authority, DICE disagrees.
This reference to conveyance by heirship is indicative of a larger problem. Windermere does not
have a readily discernible process for veritying eligible voting membership, including those who
obtain a vote through the transfer of membership. 1t appears as though, prior to an annual election,
Windermere does not review its records to confirm that the persons listed on the ballot register are

indeed eligible to vote in the annual election. 1If, as Windermere’s response implies, the WSC 1s

31 Docket No. 33796, Windermere Oaks WSC’s Response to Complaint of Jeff Walker and Motion to
Dismiss at 26 (Aug. 12, 2022).

32 Exhibit B at 17.
33 See Gov'l Code § 573.023.
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automatically transferring memberships upon death, then Windermere is violating Bylaws Article
10.3 and extending unauthorized memberships to persons who would not otherwise be entitled a
vote in annual or special elections. If Windermere 15 allowing unauthorized members to vote, then

Windermere is not member-controlled. The result: jurisdiction under TWC § 13.004.

F. BYLAWS ARTICLE 12.7 - AMENDMENTS

Windermere has also disregarded its own bylaws governing the process required to amend
the bylaws themselves. Bylaws Article 12.7 states, in part, that “No amendment of these bylaws
atfecting memberships, the voting rights of members, or the number of directors may be made
without a majority vote of a quorum of members.”3* This provision speaks directly to member
control because bylaws are the operating rules that both the corporation and members must follow,
and if Windermere’s board changed the rules aftecting membership rights or obligations without
the consent of the membership, Windermere has denied its members the control to which they are
entitled under TWC § 13.002(24).

Windermere’s failure to adhere to proper process is apparent in the evolution of Bylaws
Article 10.6, which addresses membership fees. In 2014, Windermere’s bylaws specified that the
membership fee would be $350. However, on March 20, 2018, the Board voted to change the
membership fee in Windermere’s tarift from $350 to $402.503° In direct violation of
Windermere’s bylaws, there was no membership vote on this change affecting memberships. For
the next 42 months, Windermere charged a membership fee that was not established in accordance
with its bylaws.

On February 1, 2020, when the Board proposed amending Bylaws Article 10.6 again, this
time to remove the specific dollar amount for the membership fee, the board allowed only those
members who attended in person the special members meeting to vote.’® Members were not
allowed to mail in or drop off their ballots as was their right under Bylaws Article 7.4.37 Moreover,
under TWC § 67.007(a-1), in determining a “‘quorum for the transaction of business at a meeting

of the members . . . all members and shareholders whoe mailed or delivered balleots to the

34 DICE notcs that this subscction was improperly labeled as 12.8 in the version of the By laws approved on
Scp. 25. 2014,

43 Exhibil H, Minutcs from March 20, 2021 Windermere Board mecling.

$6 Exhibit T, Minutes from February 1, 2020 Annual Members Mccling,
3 1d.
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independent election auditor or the corporation on a matter submitted to a vote at the meeting are
counted as present.”3® This language is significant for two reasons. First, the language extends to
“business” “submitted to a vote at the meeting”; it 18 not limited to voting in an election of board
members. Second, it clearly indicates that members should be allowed to mail or deliver ballots.
This is yet another example of the board disenfranchising certain members of the corporation,
when instead it is ethically and legally bound to operate in a manner so as to ensure that it is
member-controlled. Curtailing the single most powertul demonstration of the members™ control
over the corporation is a violation of TWC § 67.007 and demonstrates how Windermere operates

in a manner that does not comply with the definition of a water supply corporation.

V. THRESHOLD TEST 2: CONDUCT OF ANNUAL OR SPECIAL MEETINGS IN
ACCORDANCE WITH TWC § 67.007

Whereas threshold test one examined whether Windermere had written policies to ensure
that 1t remain member-owned and member-contrelled and operates in a manner consistent with
those policies, threshold test two also requires a two-step analysis to determine if Windermere has
adopted written policies regarding its member meetings and conducts those meetings in a manner
that complies with TWC § 67.007. Part of DICE’s analysis 1s to determine whether Windermere
made available the written policies to its members. If Windermere has failed in either of those
respects, and it certainly has, the Commission may assert full jurisdiction.

That this determination be subject to a two-step analysis is crucial. The Commission’s
analysis does not end once it has determined whether the corporation has adopfed election
procedures that conform with TWC § 67.007 and the other sections referenced therein. As DICE
detailed in Section 111, because TWC § 13.004(a)(1) says the Commission must find that the
corporation, “is failing to conduct annual or special meetings,” it is not sufficient to determine that,
so long as the corporation has written policies that match up with the TWC, all is well. In other
words, even if Windermere held its annual meeting between January 1 and May 1, adopted written
policies, adopted an official ballot, and selected an independent election auditor, the analysis is not
yet complete. To argue that the Commission need not examine whether any of the written

procedures are being followed, if official ballots are being used, or if the election auditor is truly

38 This langnage is mirrored in Bylaws Article 7.6.
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independent renders the word “conduct” meaningless and leaves the Commission nearly toothless,
The Commission must examine Windermere’s actual conduct, not merely its policies, in
determining whether Windermere is entitled to continued freedom from traditional regulatory
oversight. Based on this two-step analysis, DICE concludes that Windermere’s conduct failed to
adhere to both the annual meeting requirements of TWC § 67.007 and the requirements set forth

in its own bylaws for meetings and election procedures.

A. TWC § 67.007(A) & BYLAWS ARTICLE 7.2 - ANNUAL MEETINGS

Statute requires water supply and sewer service corporations to hold an annual meeting
sometime between January 1 and May 1 each year. Windermere’s Bylaws Article 7.2, until
amended on November 18, 2021, stated, “The annual meeting of members tor the election of
directors and for the transaction of other business which may come before the meeting shall be
held on the first Saturday in February of each year....”3 While the bylaw tracks with TWC
§ 67.007(a)’s requirement that a WSC’s annual meeting be held between January 1 and May 1,
simply parroting the annual meeting requirements set out in TWC § 67.007 is not the end of the
inquiry. Because, in 2016, 2017, 2018, 2019, and 2021, Windermere’s elections were not held on
the required date. %" Windermere would put the Commission in the position of glorified prootreader
arguing that the Commission can look only to whether Windermere has adopted written policies
that comply with TWC § 67.007.4! However, DICE argues that the bylaws use of the word “shall”
1s Instructive because (a) it represents a policy enacted by the consent of its members, and (b) it
indicates a requirement that the members placed on the governing body—one that the board did
not satisfy for five of the last seven years.

In the abstract, flagrant disregard for rules adopted by the corporation’s owners
demonstrates the WSC’s disregard for the authority of those owners. Such a view jeopardizes the
members’ control and ownership of the utility. Yet, in practice and taken alone, the Commission

may determine the meetings occurred when the statute required them to occur, even if they did not

32 Exhibil A, Bylaws 2014,

40 Exhibit I, Minutes [rom April 30, 2016 Windermere Board Mecting; Exhibit K, Minutes from April 22,
2017 Windermere Board Mecting: Exhibil L, Minulcs from April 21, 2018 Windcrmere Board Mceceting; Exhibit M,
Minutcs [rom March 9, 2019 Windermere Board Mcecling: Exhibit N, Minulcs from March 27, 2021 Windermere
Board Mecting,

41 Windermere Response at 16-18.
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happen when the bylaws required them to occur; and perhaps that would not be enough to trigger
full jurisdiction over the corporation,

So, DICE considers Windermere’s conduct of its annual meetings in the context of its many
other violations and finds there is overwhelming justitication to conclude that Windermere’s board
repeatedly thumbed its collective nose at the corporation’s members through brazen inditference

of the policies by which the board and the corporation are meant to be governed.

B. TWC § 67.007(A) & BYLAWS ARTICLE 8.2 — NUMBER OF DIRECTORS

The true problem with Windermere’s failure to adhere to the “first Saturday in February”
requirement detailed in Section V.A is that it also results in a violation of Bylaws Article 8.2,
which requires that “[t]here shall be two sets of directors, each serving two year terms expiring on
alternate years” 42 If elections are sometimes held in February, sometimes held in May, then certain
directors serve terms that are either too long or not long enough. What if a group of directors
sought to remove a board member with views reliably contrary to those of the majority of the board
early by scheduling elections four months prior to when the last set of elections occurred? Or
alternatively, what if a group of directors that were so wildly out of step with the corporation’s
members desire purposetully delayed elections until April 30 so that they could finish their self-
interested work? To argue that “shall” is not a requirement in either Bylaws Article 7.2 or Bylaws
Article 8.2 renders meaningless policies that are intended to safeguard the transparency of the
elections process—which DICE remarks is the fundamental objective of TWC § 67.007—and to
give members the collective opportunity to ensure the board is comprised of directors that

represent the members’ collective will,

C. TWC § 67.007(B) - ADOPTION OF WRITTEN PROCEDURES FOR ANNUAL OR SPECIAL
MEETINGS
Under TWC § 67.007(b), the board of a WSC “shall adopt written procedures for
conducting an annual or special meeting of the members or shareholders in accordance with this
section and Sections 67.0052, 67.0053, and 67.0054.” The procedures are required to detail: (1)

notice to members of the agenda, location, and date of the meeting; (2) director election

42 Exhibit A at 6.
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procedures, (3) the ballot form to be used; and (4) the validation of eligible voters, ballots, and
election results. +

It is true that Windermere has adopted written procedures for conducting its annual
meetings.** It is true that those written procedures set out certain requirements, such as deadlines
for issuing notice and tor the tiling of applications,** information to be included in applications, %
and an annual ballot form.#” The written procedures also articulate the requirement for an
independent auditor, who counts the ballots and provides a report of the results prior to
adjournment of the meeting.** Windermere’s election procedures even call for the establishment
of Credentials Committee that “shall review the application [to stand for election to the board of
directors] for completeness, including confirming with the Corporation that the applicant is a
current member.” 49

However, in investigating how Windermere has conducted its annual meetings, as required
by TWC § 13.004(a)(1), DICE finds that the corporation’s recent actions have not adhered to these
written policies in three ways. First, Windermere failed to follow the process used to evaluate the
eligibility of an applicant to the board. Second, voting procedures used during Windermere’s 2022
annual meeting did not comport with its policies, and third, Windermere selected an election
auditor who was not independent, as defined by its policies.

1. TWC § 67.0054 - Election Procedures

During its 2022 annual meeting, some Windermere members were not allowed to vote at
the meeting but were required, instead, to vote before the annual meeting.*® This 1s a direct
violation of the election procedures set out in TWC § 67.0054(a), which states that a

member or shareholder may vote: (1) in person at the annual meeting; (2) by
mailing a completed ballot to the office of the independent election auditor or to

3 TWC § 67.007(b)(1) through (4).

4 Exhibit O, Windermere Qaks Water Supply Corporation Election Procedures for the 2022 Annual
Members Meeting, included as Attachment 8 to Walker Complaint.

4 id at 8.
46 Jd at 10-11.
A7 Id al 14,
B 14 a6,
¥ Id a3,

30 Walker Complaint at 7.
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the corporation’s main office . . . ; or (3) by delivering a completed ballot to the
oftice of the independent election auditor or to the corporation’s main office . . . 3!

The 2022 annual meeting was held on March 19, 2022, starting at 10:00 am. While the
Notice of Member Meeting for the 2022 election stated that members would “need to check in
with the Independent Election Auditor . . . between 9:30 am and 10:00 am with a photo ID,” the
notice did not include a statement that members would be required to vote before the meeting
commenced.>? The Notice indicated that the meeting would begin at 10:00 am.>* At least cne
member, John Coker, arrived shortly after 10:00 am, well before the meeting concluded; Mr. Coker
was denied the opportunity to vote.’* “At” s not the same as “before.” In previous years, members
voted after the annual meeting had commenced, as required under TWC § 67.0054(a)(1).>
Windermere’s election procedures do not ensure that members are informed about when votes will
be accepted during the meeting. Again, the Commission has ample grounds to assert its
jurisdiction.

2. TWC § 67.007(d) — Selection of an Independent Election Auditor

Under TWC § 67.007(d), the board must select an independent election auditor to receive
ballots, count the ballots before the annual meeting is adjourned, and deliver a written report of
the election results to the board. The independent election auditor cannot, by law, be an employee
or an independent contractor engaged by the WSC in its regular course of business. When the
board selected Paul Hischar as independent election auditor during the February 7, 2022 board
meeting, ¢ it was well within its rights. However, when issues arose with counting ballots and
classifying some ballots as provisional, Windermere recruited the services of Lloyd Gosselink in
evaluating those ballots®” and effectively violated TWC § 67.007(d) by having the law firm that 1t

contracts with in the regular course of business weigh in on who could vote, which ballots should

51 Whilc not expressly cnumerated in TWC § 13.004, this section of the TWC is required (o be Tollowed
undcr TWC § 67.007(b). which is expressly called oul in § 13.004,

52 Walker Complaint at Attachment .

33 fd at Attachment 9.

3 Jd. al Atlachment 10,

35 1d.

6 Attachment P, Minutes from February 7. 2022 Board mecting,

57 Exhibit Q, Windenmnere Oaks WSC News Update 03/25/2022, included as Attachment 19 to the Walker
Comiplaint,; Exhibit R, Notice from Windermere Board regarding evalnation of ballots dated March 21, 2022,
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count for whom, and which ballots did not count at all. The procedures allow the auditor to “enlist
the assistance of members or other individuals to count ballots or assist with other duties” but
explicitly state that an individual assisting the independent election auditor cannot be “an employee
of the Corporation, a current director or candidate, a family member of a director running for
election, a candidate, or an independent contractor engaged by the Corporation as part of the
Corporation’s regular course of business.”>®

Notably, Mr. Burris, Windermere’s general manager, was responsible for collecting ballots
from the ballot box located at the Windermere pavilion, and from the Windermere drop box.>” Mr.
Burris’s involvement in the handling of ballots prior to the annual meeting s contrary to TWC
§ 67.0054. This provision, which speaks directly to election procedures, states that ballots not cast
at the annual meeting must be mailed or hand delivered to the office of the independent election
auditor or the corporation’s main office. A ballot box at a pavilion monitored by a general manager
does not satisty this statutory requirement. The risk, of course, 1s one of electoral impropriety.
Texas Water Code § 67.007 puts procedures in place tor a reason—to ensure that WSCs remain
accountable to its members while they are exempted from the Commission’s higher degree of
regulatory oversight, Here, again, the Commission can see Windermere’s failure to adhere to

policy—either that of the state of Texas or its own.

D. BYLAWS ARTICLE 7.4 - MEMBERSHIPS AND VOTING OF MEMBERSHIPS

One of the requirements of TWC § 67.007 is that the board must adopt written procedures
to validate the list of members eligible to vote at a meeting of the corporation.®® Windermere’s
Bylaws Article 7.4 addresses this requirement, in part, by limiting the number of votes to one for
each member, irrespective of the number of memberships that person holds. This limitation mirrors
TWC § 13.002(24), which states that ““a person is entitled to only one vote regardless of the number
of memberships the person owns.”

To eftectuate the requirement of TWC § 67.007(b)(4), Windermere adopted election
procedures which, in part, state that “[a]t least 40 days prior to the annual meeting the Corporation

will prepare an alphabetical list of the names and addresses of all its voting members ("Voting

3% Walker Complaint at 6-7.

59 JefT Walker's Response (0 Windermere Oaks Waler Supply Corporation’s Motion to Dismiss at 12,
Docket No. 53796 (Scp. 9. 2022).

60 TWC § 67.007(b)(4).
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Roster") as required by Section 22.158 of the Business Organizations Code.”®! The WSC is
required by its bylaws to provide a copy of the list of eligible voters to any requesting member,
under certain ¢ircumstances.2
Mr. Walker legitimately requested a copy of Windermere's voting roster immediately
tollowing the 2022 election, and he received two distinct documents, which he included in his
complaint.%3 DICE examined the documents and found them neither to comprise a single
comprehensive list nor be two identical documents. Many names were included on both
documents, but others were not.
Per Windermere’s election procedures, the “Corporation shall provide a copy of Voting
Roster to the Independent Election Auditor to verify the members which may cast a ballot in the
election.”®* If Windermere 18 required to prepare an alphabetical roster for the election auditor to
reference, the preparation of two distinct lists demonstrates a failure to comply with TWC
§ 67.007. It is unclear why there were two registers; there was one election, at one location, at one
point in time. Maintenance of two lists that are almost but not actually identical demonstrates that
Windermere did not have a reliable method to verify which members were in fact eligible to vote.
Moreover, the voting roster included names of non-members and heirs of deceased
members, who were allowed to vote 1n the 2022 election. Additionally, the ballot registers indicate
that a number of members may have voted twice.®* Some members were not allowed to vote. The
following is a non-comprehensive list of inconsistencies in the ballot registers:
1. Essit and Elsa Atarod are listed twice on both Ballot Registers.®® Perhaps the
Atarods have two memberships and as a consequence should be entitled to vote
under either of the memberships. However, the procedure to limit the Atarods (or
any member with multiple memberships) to a single vote appears to rely on good

faith at best or the independent election auditor at worst.

61 Exhibit O at 5.

62 Bylaws Article 7.7.

63 Walker Complaint at 12.

%4 Exhibil O at 5.

55 Exhibil S. Ballol Register A at 13, 18,

66 Exhibit T, Ballot Register B, at 1. Exhibit S at 1.
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Ted Blackberry is listed twice on both registers, and his vote is checked on line 11
on Ballot Register A and line 10 on Ballot Register B.¢7 It is unclear whether Mr.
Blackberry voted multiple times or whether his vote was counted multiple times.%®
Chris Elder Homes is listed twice, and on both registers, there is a vote included tor
each of the two entries.®® Not all members who voted were marked as voting on
each register, as noted below.

Darryl and Anita Dismuke are marked as voting on both of the ballot registers.”
Double F Hanger is listed twice; one entry includes Rene Ffrench as an “Addtl
Name” and the second entry lists Bruce Sorgen.”! No vote 1s listed for either entry. 72
Notably, Mr. Sorgen was not allowed to vote in the election, despite the fact that
his name appears on both ballot registers, despite the fact that he receives a monthly
bill from Windermere, and despite the fact that he received a ballot in the mail. "
The independent election auditor selected by the Board, Windermere’s General
Manager George Burris, and one of Windermere’s attorneys, Cole Ruiz, ultimately
deemed Mr. Sorgen ineligible to vote because he was not a member. ™

On Ballot Register B, FC Hangars LLC voted; not so on Ballot Register A.7>
Patricia Flunker is listed twice on both registers, though she is only listed as having
voted, a single time, on Ballot Register A7

Ballot Register A indicates that Michael and Linda Fritzler and Josie Fuller voted;

not so on Ballot Register B.77

=

.

68

fg
=

Exhibit T at 2; Exhibit S at 2.

id.

Exhibil T al 4; Exhibil 5 al 4.

Exhibil T at 5; Exhibil S ai 4.
ld até6.

id.

Exhibit U, Affidavit of Bruce Sorgen, included as Attachment 17 to the Walker Complaint.

Id.

5 Exhibit T al 6; Exhibil S al 6.

Id al 7.
fd at 7.
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DICE will not belabor the point. Based on the documents that Windermere provided to Mr.
Walker, Windermere’s 2022 election was not “one member, one vote” and did not satisfy TWC
§ 13.002(11) or (24). Even if Windermere were to claim that 1t provided two copies of the same
list to Mr. Walker, having found some eight discrepancies in the span of six pages, there 1s no
question—Windermere's 2022 election was, tor lack of a better term, “two registers, one mess.”

Windermere claimed, in its response to Mr. Walker’s complaint, that the Commission has
no right to assess whether Windermere’'s conduct complied with laws and procedures governing
its annual elections.”™ The evidence above demonstrates exactly why the Commission 1s tasked
with analyzing the WSC’s “conduct” and 1s not limited to a binary of test of whether written
policies exist. DICE respectfully urges the Commission to assert its jurisdiction and require

Windermere to adhere to the same rules and regulations that apply to water and sewer utilities.

V1.  CONCLUSION

Windermere is not acting as a water supply corporation as defined by the Texas Water
Code. It has violated many of its own bylaws that are intended to ensure it functions as a member-
owned, member-controlled nonprofit. Windermere has failed to hold its annual meetings pursuant
to the Texas Water Code and as outlined by its bylaws. For these reasons, DICE respectfully
requests that the Commission find that Windermere has failed to act in accordance with TWC
§ 67.007 and that 1t 18 operating in a manner inconsistent with its classification as a non-profit
water supply corporation as defined in TWC §§ 13.004(11) and (24). Given those failings, DICE
turther requests that the Commission tind that it has the same jurisdiction over Windermere that
the Commission has over a water and sewer utility as provided under TWC § 13.004 and 16 TAC
§ 24.47, thereby allowing the Commission to exercise the same supervision over Windermere that

1t might exercise over any other water and sewer utility.

78 Exhibit T; Exhibit §; Windermere’s Response at 25-26.
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Exhibit A

BY-LAWS
OF

WINDERMERE OAKS WATER SUPPLY CORPORATION

ARTICLE 1 - NAME

The name of the Corporation is Windermere Oaks Water Supply Corporation.

ARTICLE 2 - NONPROFIT CORPORATION

The Corporation is a non-profit, member-owned, member controlled water supply and
sewer service corporation incorporated under the provisions and definitions of TEX. REV.
CIV. STAT. ANN. art. 1434a (now Texas Water Code Chapter 67) and the Texas Non-
Profit Business Corporation Act. The Corporation shall have members. The members
shall elect the governing Board of Directors. The Corporation shail be subject to the
Texas Open Meetings Act, Gov't Code Chapter 551 and the Texas Public Information Act,
Gov't Code Chapter 552.

ARTICLE 3 - PURPOSES

The purpose of the Corporation is to furnish a water supply or sewer service, or both, to
towns, cities, private corporations, individuals, and military camps and bases, and for the
purpose of providing a flood control and drainage system for towns, cifies, counties, other
political subdivisions, private corporations, individuals, and other persons.

ARTICLE 4 - POWERS

Except as otherwise provided in these bylaws, the Corporation's articles of incorporation
or the laws of this state, the Corporation shall have ail powers invested in a water supply
or sewer service corporation by 1434a, the Texas Non-Profit Corporation Act, the Texas
Water Code, and the administrative rules of the Texas Commission on Environmental
Quality and its successor agency(ies), not inconsistent with Internal Revenue Code
Section 501(c}(12}(A) and related federal regulations, rulings, and procedures.
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ARTICLE 5 - RESTRICTIONS AND REQUIREMENTS

1. DIVIDENDS

No dividends shall ever be paid upon the memberships of the Corporation. No income of
the Corporation may be distributed to members, directors, or officers in these roles. ‘All
profits arising from the operations of the business of the Corporation shall be ‘@annually
paid out to cities, towns, counties, other polltzcal subdivisions, private corporations, and
other persons who have during the past ransacted business with the Corporation, in
direct proportion to the amount of bus hesssnllnmantod provided that no such dividends
shall ever be paid while any indebtedness of the Corporation remains unpaid and,
provided also, that the directors of the Corporation may allocate to such sinking fund(s)
such amount of profits as they deem necessary for maintenance, upkeep, operation, and
replacements.

2. TRANSFER OF ASSETS UPON DISSOLUTION

Upon dlscontmuance of the Corporatlon by dlssolutlon or othenmse aII Iasidual m of

mtumofmp ofits mmmmmmmmmmm
members in direct proportion to the amount of their patronage ( n insofar
as practical. Any indebtedness due the Corporation by a member for water/sewer service
or otherwise shall be deducted from such member's share before final distribution. By
application for and acceptance of membership in the Corporation, each member agrees
that, upon discontinuance of the Corporation by dissolution or otherwise, all assets of the
Corporation transferred to that member shall be in turn immediately transferred by that
individual member to an entity that provides a water supply or sewer service, that is
exempt from ad valorem taxation. By application for and acceptance of membership in
the Corporation, each member grants the Corporation's Board of Directors that member's
irrevocable power of attorney to execute all instruments and documents necessary to
effectuate such transfers in order to preserve the Corporation's statutory rights to
exemption from income and ad valorem taxation.

3. LIMITATION ON ACTIVITIES

The Corporation shall have no power to engage in activities or use its assets in a manner
that are not in furtherance of the legitimate business of a water supply cooperative or
sewer service cooperative as recognized by 1434a and Internal Revenue Code
501(c)(12)(A).
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ARTICLE 6 - OFFICES

1. REGISTERED OFFICE AND AGENT

The registered office of the Corporation shall be maintained at 424 Coventry Road,
Spicewood, Texas 78669-3119 in the State of Texas. The registered agent shali be the
duly elected President. The registered office or the registered agent, or both, may be
changed by resolution of the board of directors, upon filing the statement required by law.

2. PRINCIPAL OFFICE

The principal office of the Corporation shall be at 424 Coventry Road, Spicewood, Texas
78669-3119 provided that the board of directors shali have the power to change the
location of the principal office in its discretion.

3. OTHER OFFICES

The Corporation may also maintain other offices at such places within or without the State
of Texas as the board of directors may from time to time appoint or as the business of the
Corporation may require.

ARTICLE 7 - MEMBERS

1. PLACE OF MEETING

All meetings of members shall be held either at the registered office of the Corporation in
Texas or at such other places, either within or without the state, as shall be designated in
the notice of the meeting.

2. ANNUAL MEETING

The annual meeting of members for the election of directors and for the transaction of all
other business which may come before the meeting shall be held on the first Saturday in
February of each year (if not a legal holiday and, if a legal holiday, then on the next
Saturday following) at the hour specified in the notice of meeting. In no event, shall the
annual meeting be before January 1 or later than April 30 of any year.
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The annual meeting of members may be held for any other purpose in addition to the
election of directors, which may be specified in a notice of such meeting.

A members meeting (annual or special) may be called by resolution of the board of
directors, the president, or by a writing filed with the secretary signed either by a majority
of the directors or by members owning a majority of memberships in the Corporation and
entitled to vote at any such meeting.

3. NOTICE OF MEMBERS' MEETING

Written or printed notice stating the place, day and hour of the meeting, and in case of a
special meeting, the purpose or purposes for which the meeting is called, shail be
delivered not less than ten (10) nor more than fifty (50) days before the date of the
meeting, either perscnally or by mail, by or at the direction of the president, secretary or
the officer or person calling the meeting. If mailed, such notice shall be deemed to be
delivered when deposited in the United States mail addressed to the member at his
address as it appears on the membership books of the Corporation, with postage thereon
prepaid.

4. MEMBERSHIPS AND VOTING OF MEMBERSHIPS

The Corporation shall have one class of ‘members’, which shall be defined by Texas
Water Code, Section 13.002(11), as it may be amended.

All customers of the Corporation must hold a membership uniess otherwise exempted by
taw.

Each member shall be entitled to only one vote on each matter submitted fo a vote at a
meeting of members regardless of the number of memberships held by that member.

A member may vote either in person or ballot mailed or delivered o the Corporation prior
to the meeting in the manner and within the deadlines prescribed in the meeting notice.

No member shall be eligible to participate in any vote of the membership if that member
has an outstanding utility account balance owed to the Corporation for utility services
rendered, membership fees, or authorized fees if said debt has been delinquent for a
period of not less than sixty (60) days prior to the date of such election or vote.
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5. CLOSING TRANSFER BOOKS AND FIXING RECORD DATE

For the purpose of determining members entitied to notice of or to vote at any meeting of
members or any adjournment thereof or in order to make a determination of members for
any other proper purpose, the board of directors may provide that the membership
transfer books shall be closed for a stated period not exceeding thirty (30) days. If the
membership books shall be closed for the purpose of determining members, such books
shall be closed for at least ten (10) days immediately preceding such meeting. In lieu of
closing the membership books, the by-laws or in the absence of an applicable by-law, the
board of directors, may fix in advance a date as the record date for any such
determination of members, not later than thirty (30} days and, in case of a meeting of
members, not earlier than ten (10} days prior to the date on which the particuiar action,
requiring such determination of members is to be taken. If the membership books are not
closed and no record date is fixed for the determination of members entitled to notice of or
to vote at a meeting of members, the date on which notice of the meeting is mailed or the
date on which the resolution of the board of directors declaring such election is adopted,
as the case may be, shall be the record date for such determination of members. When a
determination of members entitled to vote at any meeting of members had been made as
provided in this section, such determination shall apply to any adjournment thereof, except
where the determination has been made through the closing of membership transfer
books and the stated period of closing has expired.

6. QUORUM OF MEMBERS

A quorum for the fransaction of business at a meeting of the members is a majority of the
members present. In determining whether a quorum is present, all members who mailed
or delivered ballots to the independent election auditor or the corporation on a matter
submitted to a vote at the meeting are counted as present.

7. VOTING LISTS

The officer or agent having charge of the membership books for the memberships of the
Corporation shall make, at least ten (10) days before each meeting of members, a
complete list of the members entitled to vote at such meeting or any adjournment thereof,
arranged in alphabetical order, with the address of and the number of memberships held
by each, which list, for a period of ten (10) days prior to such meeting, shall be kept on file
at the registered office of the Corporation and shall be subject to inspection by any
member at any time during usual business hours. Such list shall also be produced and
kept open at the time and place of the meeting and shall be subject to the inspection of
any member during the whole time of the meeting. The original membership books shail
be prima facie evidence as to who are the members entitled to examine such list or books
or fo vote at any meeling of members.
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ARTICLE 8 - DIRECTORS

1. BOARD OF DIRECTORS

The business and affairs of the Corporation shall be managed by a board of directors.
Directors must be: (a) residents of the State of Texas, (b) utility customers of the
Corporation and (¢) members in the Corporation.

2. NUMBER OF DIRECTORS

The number of directors shall be five (5) provided that the number may be increased or
decreased from time to time by an amendment to these by-laws, but no decrease shall
have the effect of shortening the term of any incumbent director. The number of directors
may never exceed twenty-one (21).

There shall be two sets of directors, each serving two year terms expiring on alternate
years except as provided herein. Each set of directors shall have relatively the same
number of directors.

The Corporation shall have three initial directors for purposes of incorporating the
Corporation and directing its affairs until the election of the first elected directors at the first
annual meeting of members. All directorships shall be open for election at the first annual
membership meeting. Four of the directorships shall be for terms of two years; Three
directorship shall be for terms of one year. The length of the terms for the first elected
directors shall be determined by lot. Thereafter, all directorships shall be for two year
terms expiring on alternating vears.

3. QUALIFICATIONS FOR ELECTION OR APPOINTMENT AS DIRECTOR.
(a) To be gualified for election or appointment as a director, a person must be:

(1) 18 years of age or older on the first day of the term to be filled at the
election or on the date of appointment, as applicable; and

(2} a member or shareholder of the corporation.

{b) In addition 1o the qualifications prescribed by Subsection (a), a person is not
qualified to serve as a director if the person:

(1) has been determined by a final judgment of a court exercising probate
jurisdiction to be:
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(A) totally mentally incapacitated; or
(B) partially mentally incapacitated without the right to vote; or

(2) has been fipally convicted of a felony from which the person has not
been pardoned or otherwise released from the resulting disabilities.

(c) If the board determines that a person serving as a director does not have the
gualifications prescribed by Subsections (a) and (b), the board shall, not later than
the 60th day after the date the board makes that determination, remove the director
and fill the vacancy by appointing a person who has the qualifications prescribed by
those subsections.

BALLOT APPLICATION FOR ALL MEMBER ELECTIONS.

(a) To be listed on the ballot as a candidate for a director's position, a person must
file an application with the corporation that includes:

(1) the director's position sought, including any position number or other
distinguishing number;

(2) the person's written consent to serve, if elected:
(3) biographical information about the person; and

(4) a statement of the person's qualifications, including a statement that the
person has the gqualifications prescribed by Water Code Section 687.0051.

(b} The application must be filed with the corporation not later than the 45th day
before the date of the annual meeting.

(c) The corporation shall make available director candidate application forms at the
corporation's main office and shall provide application forms by mail or
electronically on request.

BALLOT FOR ALL MEMBER ELECTIONS.

(a) Not later than the 30th day before the date of an annual meeting, the
corporation shall mail to each member or shareholder of record:

(1) written notice of the meeting;

(2) the election ballot; and
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(3) a statement of each candidate's qualifications, including biographical
information as provided in each candidate's application.

(b) The election ballot must include:
(1) the number of directors to be elected; and

(2) the names of the candidates for each position.

6. ELECTION PROCEDURES FOR ALL MEMBER ELECTIONS.
(a) A member or shareholder may vote:
(1) in person at the annual meeting;

(2) by mailing a completed ballot to the office of the independent election
auditor or {o the corporation’s main office, which ballot must be received by
the corporation not later than noon on the business day before the date of
the annual meeting; or

(3) by delivering a completed baliot to the office of the independent election
auditor or to the corporation’s main office not later than noon on the business
day before the date of the annual meeting.

(b}  The independent election auditor, appointed by majority vote of the Board of
Directors, shall receive and count the ballots before the annual meeting is
adjourned.

{c) For each director's position, the candidate who receives the highest number
of votes is elected.

(d) If two or more candidates for the same position tie for the highest number of
votes for that position, those candidates shall draw lots to determine who is elected.

{e) The independent election auditor shall provide the board with a written report
of the election results.

(f) The board may adopt necessary rules or bylaws to implement this section,
including rules or bylaws to ensure the fairness, integrity, and openness of the
voting process.
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7. OFFICIAL BALLOT.

The Board shall adopt an official ballot form to be used in conducting the business
of the Corporation for any member election. No other ballot form will be valid.
Ballots from members or shareholders are confidential and are exempted from
disclosure by the corporation until after the date of the relevant election. Proxies
shall not be used.

8 INDEPENDENT ELECTION AUDITOR,

The Board shall select an independent election auditor not later than the 30th day
before the scheduled date of the annual meeting. The independent election auditor
is not required to be an experienced election judge or auditor and may serve as an
unpaid volunteer. At the time of selection and while serving in the capacity of an
independent election auditor, the independent election auditor may not be
associated with the corporation as:

(a) an employee;
(b) a director or candidate for director; or

(c) an independent coniractor engaged by the corporation as part of the
corporation's regular course of business.

9. VACANCIES

A director may resign at any time during his term. If a director is absent from three (3) or
more consecutive regular meetings of which the director was sent mailed written notice,
that director may be removed by two-thirds (2/3rds) vote of all other directors in special
meeting. The director subject to removal for absenteeism must be sent written notice of
the time, date, place, and purpose of such meeting by certified United States mail at least
ten (10) days before the meeting.

A director may be removed majority vote of all members. Any member, officer or director
may present charges Iin writing against a director with the Secretary/Treasurer of the
Corporation. If presented by a member, the charges must be accompanied by a petition
signed by at least ten (10%) percent of the members of the Corporation. Such removal
shall be voted on at the next regular or special meeting of the membership. The
director(s) against whom such charges have been presented shall be informed in writing
of the charges at least twenty days before the meeting, and shall have the opportunity at
such meeting to be heard in person or by counsel, to present witnesses and other
evidence in rebuttal of such charges, and to question other witnesses. The person(s)
bring such charges shall have the same rights. The president shall preside over the
meeting unless (s)he is the subject of the charges, in which case the vice president shall
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preside. If both the president and vice president are the subject of the charges, the -
directors who are not subject to charges shall appoint a presiding officer by majority vote.

Any vacancy occurring in the board of directors may be filled by the affirmative vote of the
remaining directors, though less than a quorum of the board. A director elected to fill a
vacancy shall be elected for the unexpired term of his predecessor in office. Any
directorship to be filled by reason of an increase in the number of directors shall be filled
by election at an annual meeting or at a special meeting of members called for that
purpose.

10. QUORUM OF DIRECTORS

A majority of the board of directors shall constitute a quorum for the fransaction of
business. The act of the majority of the directors present at a meeting at which a quorum
is present shail be the act of the board of directors.

11. ANNUAL MEETING OF THE DIRECTORS

Within thirty days after each annual meeting of members the board of directors elected at
such meeting shall hold an annual meeting at which they shall elect officers and transact
such other business as shall come before the meeting. Nothing in these bylaws or any
action of the board of directors shall prohibit the holding of the annual meeting of directors
immediately following and at the same place as the annual meeting of members except
the unavailability of all directors elected at the annual meeting; in which such case, the
annual meeting of directors shall be held within thirty days.

12. REGULAR MEETING OF DIRECTORS

A regular meeting of the board of directors may be held at such a time as shall be
determined from time to time by resolution of the board of directors.

13. SPECIAL MEETINGS OF DIRECTORS

The secretary shall call a special meeting of the board of directors whenever requested to
do so by the president or by two directors. Such special meeting shall be held at the time
specified in the notice of meeting.

10
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14.  PLACE OF DIRECTORS' MEETINGS

All meetings of the board of directors (annual, regular or special) shall be held either at the
principal office of the Corporation or at such other place, either within or without the State
of Texas, as shall be specified in the notice of meeting.

The board of directors shall provide access for the public, new service applicants, and/or
members to all regular meetings of the board by setting aside time for hearing of
suggestions, proposals, or grievances. Reasonable time limitations may be imposed on
persons appearing to address the board on such matters.

15. NOTICE OF DIRECTORS' MEETINGS

Notice of regular or special meetings of the Board of Directors shall be given as required
by law and shall include posting of the meeting as required by the Texas Open Meetings
Act, Texas Government Code, Sections 551.001 et seq., by furnishing the notice to the
county clerk or clerks of the county or counties in which the Corporation provides service,
and by posting such notice in a piace readily convenient to the public in its administrative
office at all times at least seventy-two (72) hours preceding the scheduled time of the
meeting. Such notice shall specify the date, hour, place and subject of each meeting held
by the Board of Directors. In case of emergency or urgent public necessity, which shall be
clearly identified in the notice, it shall be sufficient if the notice is posted four hours before
the meeting is convened. Cases of emergency or urgent public necessity are limited to
imminent threats to public health or safely or reasonably unforeseeable situations
reguiring immediate action by the Board. In the event of an emergency meeting, it shall
be sufficient if notice is posted four hours before the meeting is convened, and the
President or two or more Directors calling such emergency meeting shall, if the request
therefor containing all pertinent information has previously been filed at the headquarters
of the Corporation, give notice by telephone or telegraph to any news media requesting
such notice and consenting to pay any and all expenses incurred by the Corporation in
providing such special notice. All such meetings shall then be conducted in the manner
required by the Texas Open Meetings Act.

Unless waived in writing, each director must be given a copy of all meeting notices within
no less than the time limits set forth above. Notice of annual and regular meetings must
be given at least ten (10) days before the meeting. Notice to directors may be by reguiar
mail or hand delivery.

18. ATTENDANCE AT MEETINGS
As all meetings of directors must be open to the pubilic, unless otherwise allowed by the

Texas Open Meetings Act for emergency situations, telephone or other similar meetings
shall not be permitted. Directors must attend meetings in person.

11
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17.  COMPENSATION

Directors, as such, shall not receive any stated salary for their services, but by resolution
of the board of directors, expenses of attendance, if any, may be allowed for attendance at
each annual, regular or special meeting of the board, provided, that nothing herein
contained shall be construed to preclude any director from serving the Corporation in any
other capacity and receiving compensation therefor.

18. CONFLICT OF INTEREST

The board of directors shall adopt and maintain a conflict of interest policy designed to
promote the business of the Corporation and serve the interests of the membership. A
director shall not be prohibited from providing goods or services to the Corporation at
competitive prices by reason of their directorship, but said director shall not be authorized
to vote on any matter in which they may have a pecuniary interest except as a customer of
the Corporation. A director has an affirmative duty to exercise reasonable due diligence o
investigate and disclose any real or apparent conflicts of interests or pecuniary interests
(s)he may have on a matter affecting the Corporation or its members.

No director shall be liable to the Corporation or to the Corporation's membership for
monetary damages for any act or omission in the director's capacity as a director of the
Corporation, except and unless the director shall be found liable for a breach of the
director's duty of loyalty to the Corporation or the Corporation's membership; an act or
omission not In good faith that constitutes a breach of the director's duty to the
Corporation or an act or omission that involves intentional misconduct or knowing violation
of the law on the part of the director; a transaction from which the director receives an
improper benefit, whether or not the benefit results from an act or omission for which
liability of the director is expressly provided by Texas law.

19. GOOD FAITH RELIANCE

in conducting their duties as members of the board, each director (1) shall be entitled to
rely, in goed faith and with ordinary care, on information, opinions, reports or statements,
inciuding financial statements and other financial data, concerning the Corporation of the
Corporation's affairs that have been prepared or presented by one or more officers or
employees of the Corporation; or by legal counsel, public accountants, registered
engineers, or other persons retained by the Corporation for the development of
professional advice and information falling within such person's professional or expert
competence; (2) may believe, in good faith and with ordinary care, that ithe assets of the
Corporation are at least that of their book value; and (3) in determining whether the
Corporation has made adequate provision for the discharge of its liabilities and
obligations, may rely in good faith and with ordinary care on the financial statements of, or
other information concerning, any person or entity obligated to pay, satisfy or discharge

12
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some or all of the Corporation's liabilities or obligations; and may rely in good faith and
with ordinary care on information, opinions, reports or statements by one or more officers
or employees of the Caorporation; or by legal counsel, public accountants, registered
engineers, or other persons retained by the Corporation provided that said director
reasonably believes such matters fall within such person's professional or expert
competence. Nevertheless, a director must disclose any knowledge which (s}he may
have concerning a maiter in question that makes reliance otherwise provided herein to be
unwarranted.

ARTICLE 9 - OFFICERS

1. OFFICERS ELECTION

The officers of the Corporation shall consist of a president, a vice-president, and a
secretary-treasurer. Al such officers shall be elected at the annual meeting of the board
of directors. Directors may be elected officers. If any office is not filled at such annual
directors meeting, it may be filled at any subsequent regular or special meeting of the
board. The board of directors at such annual meeting, or at any subsequent requilar or
special meeting may also elect or appoint such other officers and assistant officers and
agents as may be deemed necessary. Any two or more offices may be held by the same
person, except the offices of president and secretary-treasurer.

All officers and assistant officers shall be elected to serve until the next annual meeting of
directors (following the next annual meeting of members) or until their successors are
elected; provided, that any officer or assistant officer elected or appointed by the board of
directors may be removed with or without cause at any regular or special meeting of the
board whenever in the judgment of the board of directors the best interesis of the
Corporation will be served thereby, but such removal shali be without prejudice to the
confract rights, if any, of the person so removed. Any agent appointed shall serve for
such term, not longer than the next annual meeting of the board of directors, as shall be
specified, subject to like right of removal by the board of directors.

2. VACANCIES

If any office becomes vacant for any reason, the vacancy may be filled by a majority vote
of the board of directors.

Officers may resign.

Officers may be removed for good cause by the membership under the same procedures
applying to directors.

13
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Officers shali serve at the pleasure of the directors and may be removed at any time by a
two-thirds vote of the directors. Officers against whom written charges have been brought
shall be entitled to the same nofice and hearing rights as directors.

3. POWER OF OFFICERS

Each officer shall have, subject to these by-laws and art. 1434a, VATCS, in addition to the
duties and powers specifically set forth herein, such powers and duties as are commonly
incident to his office and such duties and powers as the board of directors shall from time
to time designate. All officers shall perform their duties subject to the directions and under
the supervision of the board of directors. The president may secure the fidelity of any and
all officers by bond or otherwise.

4, PRESIDENT

The president shall be the chief executive officer of the Corporation. He shall preside at
all meetings of the directors and members. He shall see that all orders and resolutions of
the board are carried out, subject however, to the right of the directors to delegate specific
powers, except such as may be by statute exclusively conferred in the president, to any
other officers of the Corporation.

He or any vice-president shall execute bonds, mortgages and other instruments requiring
a seal, in the name of the Corporation, and, when authorized by the board, he or any vice-
president may affix the seal to any instrument requiring the same, and the seal when so
affixed shall be aftested by the signature of either the secretary or an assistant secretary.
He or the secretary-treasurer shall sign certificates of membership.

The president shall be ex-cofficio a member of all standing commiitees.

He shali submit a report of the operations of the Corporation for the year to the directors at
their meeting next preceding the annual meeting of the members and to the members at
their annual meeting.

5. VICE-PRESIDENT

The vice-president shall, in the absence or disability of the president, perform the duties

and exercise the powers of the president, and he shall perform such other duties as the
hoard of directors shall prescribe.

14
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6. THE SECRETARY-TREASURER AND ASSISTANT SECRETARIES-TREASURER

The secretary-treasurer shall attend all meeting of the board and all meetings of the
members and shall record all votes and the minutes of all proceedings and shall perform
like duties for the standing committees when required. He shall give or cause o be given
notice of all meetings of the members and all meetings of the board of directors and shall
perform such other duties as may be prescribed by the board. He shall keep in safe
custody the seal of the Corporation, and when authorized by the board, affix the same to
any instrument requiring it, and when so affixed, it shall be atiested by his signature or by
the signature of an assistant secretary-treasurer.

The secretary-treasurer shall have the custody of the corporate funds and securities and
shall keep full and accurate accounts of receipts and disbursements in books belonging to
the Corporation and shall deposit all moneys and other valuable effects in the name and
to the credit of the Corporation in such depositories as may be designated by the board of
directors.

The secretary-treasurer shall disburse the funds of the Corporation as may be ordered by
the board of directors, taking proper vouchers for such disbursements. He shall keep and
maintain the Corporation's books of account and shall render to the president and
directors an account of all of his transactions as treasurer and of the financial condition of
the Corporation and exhibit his books, records and accounis to the president or directors
at any time. He shall disburse funds for capital expenditures as authorized by the board of
directors and in accordance with the orders of the president, and present to the president
for his aftention any requests for disbursing funds if in the judgment of the secretary-
treasurer any such request is not properly authorized. He shall perform such other duties
as may be directed by the board of directors or by the president.

If required by the board of directors, he shall give the Corporation a bond in such sum and
with such surety or sureties as shall be safisfactory {o the board for the faithful
performance of the duties of his office and for the restoration to the Corporation, in case of
his death, resignation, retirement or removal from office, of all books, papers, vouchers,
money and other property of whatever kind in his possession or under his control
belonging to the Corporation.

The assistant secretary-treasurer shall, in the absence or disability of the secretary-
freasurer, perform the duties and exercise the powers of the secretary-freasurer, and he
shall perform such other duties as the board of directors shall prescribe.

In the absence of the secretary-treasurer or an assistant secretary-treasurer, the minutes

of all meetings of the board and members shall be recorded by such person as shall be
designated by the president or by the board of directors.

15
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i GENERAL MANAGER

a. The Corporation shall not be required to have a general manager; however,
the business of the Corporation may be handied under the direction of the board of
directors, by a general manger to be elected by a majority vote of the board. The
general manager shall be employed at a salary to be fixed by the board of
directors. The general manager shall perform such duties and for such term or
office as shall hbe fixed by majority vote of the board of directors.

b. The general manger shall not have authority to expend the funds of the
Corporation in excess of $10,000.00 per expenditure without prior approval of the
board of directors.

C. The general manger shall not have authority to sell or dispose of the assets
of the Corporation in excess of $5,000.00 without pricr approval of the board of
directors.

8. COMPENSATION

The Corporation shall not be obligated to pay salaries to any officer, however, if approved
by the board of directors, salaries of all officers of the Corporation, except the secretary-
treasurer and general manager, shall not exceed $5000.00 per annum. The salary of the
secretary-treasurer shall be fixed by the board of directors at a sum commensurate with
the duties required of him.

9. CONFLICT OF INTEREST

An officer shall not be prohibited from providing goods or services to the Corporation at
competitive prices by reason of their office. An officer has an affirmative duty to exercise
reasonable due diligence to investigate and disclose to the board of directors any real or
apparent conflicts of interests or pecuniary interests (s)he may have on a matter affecting
the Corporation or its members.

10. GOOD FAITH RELIANCE

In conducting their duties as officers, each officer (1) shall be entitied fo rely, in good faith
and with ordinary care, on information, opinions, reports or statements, including financial
statements and other financial data, concerning the Corporation of the Corporation's
affairs that have been prepared or presented by one or more officers or employees of the
Corporation; or by legal counsel, public accountants, registered engineers, or other
persons retained by the Corporation for the development of professional advice and
information faliing within such person's professional or expert competence; (2) may
believe, in good faith and with ordinary care, that the assets of the Corporation are at least
that of their book value; and (3) in determining whether the Corporation has made
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adequate provision for the discharge of its liabilities and obligations, may rely in good faith
and with ordinary care on the financial statements of, or other information concerning, any
person or entity obligated to pay, satisfy or discharge some or all of the Corporation’s
liabilities or obligations; and may rely in good faith and with ordinary care on information,
opinions, reports or statements by one or more officers or employees of the Corporation;
or by legal counsel, public accountants, registered engineers, or other persons retained by
the Corporation provided that said officer reasonably believes such matters fall within such
person's professional or expert competence. Nevertheless, an officer must disclose any
knowledge which (s}he may have concerning a matter in question that makes reliance
otherwise provided herein to be unwarranted.

ARTICLE 10 - CERTIFICATES OF MEMBERSHIP, ETC.

1. CERTIFICATES OF MEMBERSHIP

The Corporation is and shall continue to be a Corporation without capital stock, and
~membership in the Corporation shall be deemed personal estate and shall be transferable

only on the books of the Corporation. Notwithstanding the personalty characterization of
memberships, memberships may be conditioned upon or tied to ownership in realty
property in the area served as may be provided by Texas law.

The certificates for memberships of membership of the Corporation shall be numbered
and shall be entered in the Corporation as they are issued. They shall exhibit the holder's
name and shall be signed by the president or secretary-treasurer and shall be sealed with
the seal of the Corporation or a facsimile thereof. In case any officer or officers who shall
have signed or whose facsimile signature or signatures shall have been used on any such
certificate or certificates shall cease to be such officer or officers of the Corporation,
whether because of death, resignation or otherwise, before said certificate or certificates
shall have been issued, such cerfificate may neveriheless be issued by the Corporation
with the same effect as though the person or persons who signed such certificates or
whose facsimile signature or signatures shall have been used thereon had been such
officer or officers at the date of its issuance. Certificates shall be in such form as shall in
conformity to law prescribed from time to time by the board of directors.

The Corporation may appoint from time to time agents and registrars, who shall perform
their duties under the supervision of the secretary-treasurer.

2. TERMINATION OF MEMBERSHIPS

Membership in the Corporation may be tied to fee simple ownership o property with the
Corporation's utility service area; however, a fee simple owner of real property within the
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utility service area may hold a membership so that tenants or occupants of his property
may receive utility service from the Corporation. Non-fee simple title holders who take
utility service from the Corporation may hold memberships in their own names, which
memberships shall not be tied te real property. The membership rights of any subscriber
to utility service from the Corporation shall automatically terminate upon the occurrence of
any event or change of circumstances which would disqualify the person from
membership as provided by these bylaws, including but not limited to, the sale of the
membership real property to which his membership is tied.

Memberships in the corporation may be transferred as provided by art. 1434a, Section SA,
VATCS, as amended, except no membership may be transferred until all monies owed the
corporation by the member and/or person obtaining service through such membership
have been paid in full.

The board of directors may cancel the membership associated with any utility
service account which has an unpaid balance for a period of more than sixty days after the
original due date. In the event of such cancelation, the membership fee associated with
such membership shall be forfeited to the carporation without prejudice to the
corporation's right to pursue such additional collection remedies which may exist at law or
in equity. In the event a membership i1s cancelled for such delinguency, utility service shall
not be restored to the service connection associated with such membership until a new
membership has been applied for and the current membership fee paid. The applicant for
restored service must also comply with all other customary conditions precedent to
receiving utility service including, but not limited to, paying customary reconnection or tap
fees.

3. TRANSFER OF MEMBERSHIP

(a) A person who owns a membership in the Corporation may not sell or transfer
that membership io another person or entity except:

(1) by will to a transferee who is a person related to the testator within the
second degree of consanguinity;

(2) by transfer without compensation to a transferee who is a person
related to the owner of the membership within the second degree of consanguinity;
or

(3) by transfer without compensation or by sale to the Corporation.

(b}  Subsection (a) of this section does not apply to a person or entity that
transfers the membership to ancther person as part of the conveyance of real
estate from which the membership arose. In such cases the transferee must still
qualify for membership as provided herein and pay ali applicable membership fees.
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(c) The transfer of membership under this section does not entitle the transferee
to water or sewer service unless each condition for water or sewer service is met
as provided in the Corporation's published rates, charges, and conditions of
service.

(d) The Corporation may, consistent with the Ilimitations prescribed by
subsection (a) of this section, reassign a canceled membership to any person or
entity that has legal fitle to the real estate from which the canceled membership
arose and for which water or sewer service is requested, subject to compliance with
the conditions for water or sewer service in the Corporation's published rates,
charges, and conditions of service.

4. REGISTERED MEMBERS

The Corporation shall be entitled to treat the holder of record of any membership or
certificate of membership as the holder in fact thereof, and accordingly shall not be bound
to recognize any equitable or other claim to or interest in such membership on the part of
any other person, whether or not it shall have express or other notice thereof, except as
otherwise provided by law.

5. LOST CERTIFICATE

The board of directors may direct a new certificate or certificates to be issued in place of
any certificate or certificates theretofore issued by the Corporation alleged to have been
fost or destroyed, upon the making of an affidavit of that fact by the person claiming the
certificate to be lost. When authorizing such issue of a new certificate or certificates, the
board of directors in its discretion and as a condition precedent to the issuance thereof,
may require the owner of such lost or destroyed certificate or certificates or his legal
representative to advertise the same in such manner as it shall require to give the
Corporation a bond with surety and in form satisfactory to the Corporation (which bond
shall also name the Corporation's agents and registrars, if any, as obligees) in such sum
as it may direct as indemnity against any claim that may be made against the Corporation
or other obligees with respect to the cettificate alleged to have been lost or destroyed, or
to advertise and also give such bond.

6. MEMBERSHIP FEES

All persons lawfully receiving or applying to receive public utility service from the
Corporation shall pay a membership fee of $350.00 as a condition precedent to lawfully
receiving utility service. The hoard of directors shall establish reasonable deferred
payment policies for the payment of membership fees by any other service applicant upon
whom a one time payment of the entire membership fee shall work a financial hardship.
Such policies shall be consistent in application on each person without regard to
citizenship, race, sex, color, creed, national origin or other protected status under state or
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federal law. All applicants for restored service whose memberships have been forfeited to
the Corporation shall pay a membership fee of $350.00 in addition to any applicable
reconnection charges. All transferees of memberships as provided by these bylaws shall
pay a membership fee of $350.00. A membership fee and service appiication shall be
required for each service connection requested regardless of whether the applicant
already holds a membership. Membership fees will be refundable at the time the service
customer leaves the system unless the customer has any unpaid debts or obligations to
the Corporation; in which case such membership fees as the customer may have on
deposit with the Corporation shall be applied to the customer’s debts to the Corporation,
without prejudice to the Corporation's right to pursue other legal remedics existing at law
or in equity.

ARTICLE 11 - DEPOSITORY

The Board of Directors shall select as depository for the funds of the Corporation, a bank
within the State of Texas which is insured with the Federal Deposit Insurance Corporation
and shall require of said depository such bond as the Board deems necessary for the
protection of the Corporation; and such funds as the Board of Directors may from time to
time allocate to a sinking fund for replacement, amortization of debts and the payment of
interest which shall not be required to be expended within the year in which the same is
deposited shall be invested in bonds or other evidence of indebtedness of the United
States of America or deposited at interest with the Federal Deposit Insurance Corporation
in a savings account.

ARTICLE 12 - MISCELLANEOUS

1. INFORMAL ACTION

No action required to be taken or which may be taken at a meeting of the members,
directors or members of committees, may be taken without a meeting. All actions and
votes taken shall be duly recorded in the books and records of the Corporation.

2. SEAL

The Board of Directors shall provide a corporate seal, which shall be in the form of a circle
and shall have inscribed thereon the name of the Corporation and the words "Corporate
Seal of Windermere Oaks Water Supply Corporation”.

3 BOOKS AND RECORDS

The Corporation shall keep correct and complete books and records of account and shall
also keep minutes of the proceedings of its members, Board of Directors, and committees
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having the authority of the Board of Directors, and shali keep at the registered or principal
office a record giving the names and addresses of the membaers entitled to vote. All books
and records of the Corporation may be inspected by any member or his agent or attorney
for any proper purpose at any reasonable time when so requested in writing.

With prior written request, corporate records, books, and annual reports, subject to
exceptions provided by the Texas Open Records Act, Texas Government Code, Sections
552.001 et seq., including any amendments thereto, shall be available for public
inspection and copying by the public or their duly authorized representatives during
normal business hours subject to reasonable charge for the preparation of copies.

In the event of any conflict between the provision of the Open Records Act and the
provisions of these Bylaws, the provisions of the Open Records Act shall prevail.

4, CHECKS

All checks or demands for money and notes of the Corporation shall be signed by such
officer or officers or such other person or persons as the board of directors may from fime
to time designate.

5. FISCAL YEAR

The fiscal year of the Corporation shall begin on the 1st day of January in each and every
year.

6. DIRECTORS' ANNUAL STATEMENT

The board of directors shall present at each annual meeting of members a full and clear
statement of the business and condition of the Corporation.

8. AMENDMENTS

These by-laws may be altered, amended or repealed in whole or in part by the affirmative
vote of a majority of the board of directors. No amendment of these bylaws affecting
memberships, the voting rights of members, or the number of directors may be made
without a majority vote of a guorum of members.

For so long as the Corporation is indebted for a loan or loans made by or through the

Texas Water Development Board, USDA Rural Development, their successor agencies,
these by-laws shall not be altered, amended or repealed without the prior written consent
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of the General Fund Manager (or equivalent designated agency representative) of the
Texas Water Development Board, USDA Rural Development, their successor agencies. If
the Corporation becomes indebted to ancther state or federal financial institution and said
creditor requires similar limitations on the amendment of these by-laws as a condition
precedent to necessary debt financing, amendment of these by-laws shall be restricted as
set farth in the loan agreement.

9. OBLIGATIONS INCIDENTAL TO INDEBTEDNESS

The board of directors may establish and operate such financial reserves, sinking funds,
or debt service accounts as may be reasonably necessary to comply with loan or bond
covenants entered into between the Corporation and its creditors.

Subject to such restrictions as may exist under the laws of Texas or of the United States,
the board of directors may encumber the assets of the Corporation by reasonable liens or
security interests as provided by the loan or bond covenants entered into between the
Corporation and its creditors. When encumbered, the assets of the Corporation may not
be sold, conveyed or disposed of without notice to and permission from the creditor
holding such liens or security interests as provided in the loan or bond covenants, except
as may otherwise be provided by law and/or the sale and distribution of potable water in
the ordinary course of business.

Should the Corporation become indebted to the Texas Water Development Board or other
state or federal financial institution and such indebtedness is evidenced by bonds or loans,
the board of directors shall be expressly empowered to adopt such standard and
customary water supply or sewer service corporation bond or loan resolutions as may be
required by the Texas Water Development Board or other state or federal financial
institution as a condition of such indebtedness.

Amendments approved in manner prescribed by law on the 25T day of
Legsrembez |, 20 14 and are so certified by our authorized signatures below:

Presi )
AT Mulligan
Aitest;

L amMn

Secretary/Treasurer
7. M. MNMADOe N
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BY-LAWS
OF

WINDERMERE OAKS WATER SUPPLY CORPORATION

ARTICLE 1 - NAME

The name of the Corporation is Windermere Oaks Water Supply Corporation.

ARTICLE 2 - NONPROFIT CORPORATION

The Corporation is a non-profit, member-owned, member controlled water supply and
sewer service corporation incorporated under the provisions and definitions of TEX. REV.
CIV. STAT. ANN. art. 1434a (now Texas Water Code Chapter 67) and the Texas Non-
Profit Business Corporation Act. The Corporation shall have members. The members
shall elect the governing Board of Directors. The Corporation shall be subject to the
Texas Open Meetings Act, Gov't Code Chapter 551 and the Texas Public Information Act,
Gov't Code Chapter 552.

ARTICLE 3 - PURPOSES

The purpose of the Corporation is to furnish a water supply or sewer service, or both, to
towns, cities, private corporations, individuals, and military camps and bases, and for the
purpose of providing a flood control and drainage system for towns, cities, counties, other
political subdivisions, private corporations, individuals, and other persons.

ARTICLE 4 - POWERS

Except as otherwise provided in these bylaws, the Corporation's articles of incorporation
or the laws of this state, the Corporation shall have all powers invested in a water supply
or sewer service corporation by 1434a, the Texas Non-Profit Corporation Act, the Texas
Water Code, and the administrative rules of the Texas Commission on Environmental
Quality and its successor agency(ies), not inconsistent with Internal Revenue Code
Section 501(c)(12){A) and related federal regulations, rulings, and procedures.
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ARTICLE 5 - RESTRICTIONS AND REQUIREMENTS
1. DIVIDENDS

No dividends shall ever be paid upon the memberships of the Corporation. No income of
the Corporation may be distributed to members, directors, or officers in these roles. All
profits arising from the operations of the business of the Corporation shall be annually
paid out to cities, towns, counties, other political subdivisions, private corporations, and
other persons who have during the past year transacted business with the Corporation, in
direct proportion to the amount of husiness so transacted; provided that no such dividends
shall ever he paid while any indebtedness of the Corporation remains unpaid and,
provided also, that the directors of the Corporation may allocate to such sinking fund(s)
such amount of profits as they deem necessary for maintenance, upkeep, operation, and
replacements.

2. TRANSFER OF ASSETS UPON DISSOLUTION

Upon discontinuance of the Corporation by dissolution or otherwise, all residual assets of
the Corporation remaining after payment of the lawful indebtedness of the Corporation or
return of excess profits to members shall be distributed among the members and former
members in direct proportion to the amount of their patronage with the Corporation insofar
as practical. Any indebtedness due the Corporation by a member for water/sewer service
or otherwise shall be deducted from such member's share before final distribution. By
application for and acceptance of membership in the Corporation, each member agrees
that, upon discontinuance of the Corporation by dissolution or otherwise, all assets of the
Corporation transferred to that member shall be in turn immediately transferred by that
individual member to an entity that provides a water supply or sewer service, that is
exempt from ad valorem taxation. By application for and acceptance of membership in
the Corporation, each member grants the Corporation's Board of Directors that member's
irrevocable power of attorney to execute all instruments and documents necessary to
effectuate such transfers in order to preserve the Corporation’s statutory rights to
exemption from income and ad valorem taxation.

3. LIMITATION ON ACTIVITIES

The Corporation shall have no power to engage in activities or use its assets in a manner
that are not in furtherance of the legitimate business of a water supply cooperative or
sewer service cooperative as recognized by 1434a and Internal Revenue Code
501(c)(12)(A).
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ARTICLE 6 - OFFICES
1. REGISTERED OFFICE AND AGENT

The registered office of the Corporation shall be maintained at 424 Coventry Road,
Spicewood, Texas 78669-3119 in the State of Texas. The registered agent shall be the
duly elected President. The registered office or the registered agent, or both, may be
changed by resolution of the board of directors, upon filing the statement required by law.

2. PRINCIPAL OFFICE

The principal office of the Corporation shall be at 424 Coventry Road, Spicewood, Texas
78669-3119 provided that the board of directors shall have the power to change the
location of the principal office in its discretion.

3. OTHER OFFICES

The Corporation may also maintain other offices at such places within or without the State
of Texas as the board of directors may from time to time appoint or as the business of the
Corporation may require.

ARTICLE 7 - MEMBERS
1. PLACE OF MEETING

All meetings of members shall be held either at the registered office of the Corporation in
Texas or at such other places, either within or without the state, as shall be designated in
the notice of the meeting.

2. ANNUAL MEETING

The annual meeting of members for the election of directors and for the transaction of all
other business which may come before the meeting shall be held per Sec. 67.007 of the
Texas Water Code between January 1 and May 1 at a time specified by the board. The
Corporation may hold other special meetings of the members for the purpose of
conducting an election on an issue that requires a vote of the membership or for another
purpose.

A members meeting (annual or special) may be called by resolution of the board of
directors, the president, or by a writing filed with the secretary signed either by a majority
of the directors or by members owning a majority of memberships in the Corporation and
entitled to vote at any such meeting.
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3. NOTICE OF MEMBERS' MEETING

Written or printed notice stating the place, day and hour of the meeting, and in case of a
special meeting, the purpose or purposes for which the meeting is called, shall be
delivered not less than ten (10) nor more than fifty (50) days before the date of the
meeting, either personally or by mail, by or at the direction of the president, secretary or
the officer or person calling the meeting. If mailed, such notice shall be deemed to be
delivered when deposited in the United States mail addressed to the member at his
address as it appears on the membership books of the Corporation, with postage thereon
prepaid.

4. MEMBERSHIPS AND VOTING OF MEMBERSHIPS

The Corporation shall have one class of ‘'members', which shall be defined by Texas
Water Code, Section 13.002(11), as it may he amended.

All customers of the Corporation must hold a membership unless otherwise exempted by
law.

Each member shall be entitled to only one vote on each matter submitted to a vote at a
meeting of members regardless of the number of memberships held by that member.

A member may vote either in person or ballot mailed or delivered to the Corporation prior
to the meeting in the manner and within the deadlines prescribed in the meeting notice.

No member shall be eligible to participate in any vote of the membership if that member
has an outstanding utility account balance owed to the Corporation for utility services
rendered, membership fees, or authorized fees if said debt has been delinquent for a
period of not less than sixty (60) days prior to the date of such election or vote.

5. CLOSING TRANSFER BOOKS AND FIXING RECORD DATE

For the purpose of determining members entitled to notice of or to vote at any meeting of
members or any adjournment thereof or in order to make a determination of members for
any other proper purpose, the board of directors may provide that the membership
transfer books shall be closed for a stated period not exceeding thirty (30) days. If the
membership books shall be closed for the purpose of determining members, such books
shall be closed for at least ten (10) days immediately preceding such meeting. In lieu of
closing the membership books, the hy-laws or in the absence of an applicable by-law, the
board of directors, may fix in advance a date as the record date for any such
determination of members, not later than thirty (30) days and, in case of a meeting of
members, not earlier than ten (10) days prior to the date on which the particular action,
requiring such determination of members is to be taken. If the membership books are not
closed and no record date is fixed for the determination of members entitled to notice of or
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to vote at a meeting of members, the date on which notice of the meeting is mailed or the
date on which the resolution of the board of directors declaring such election is adopted,
as the case may be, shall be the record date for such determination of members. When a
determination of members entitled to vote at any meeting of members had been made as
provided in this section, such determination shall apply to any adjournment thereof, except
where the determination has been made through the closing of membership transfer
books and the stated period of closing has expired.

6. QUORUM OF MEMBERS

A gquorum for the transaction of business at a meeting of the members is a majority of the
members present. In determining whether a quorum is present, all members who mailed
or delivered ballots to the independent election auditor or the corporation on a matter
submitted to a vote at the meeting are counted as present.

7. VOTING LISTS

The officer or agent having charge of the membership hooks for the memberships of the
Corporation shall make, at least ten (10) days before each meeting of members, a
complete list of the members entitled to vote at such meeting or any adjournment thereof,
arranged in alphabetical order, with the address of and the number of memberships held
by each, which list, for a period of ten (10) days prior to such meeting, shall be kept on file
at the registered office of the Corporation and shall be subject to inspection by any
member at any time during usual business hours. Such list shall also be produced and
kept open at the time and place of the meeting and shall be subject to the inspection of
any member during the whole time of the meeting. The original membership books shall
be prima facie evidence as to who are the members entitled to examine such list or books
or to vote at any meeting of members.

ARTICLE 8 - DIRECTORS
1. BOARD OF DIRECTORS

The husiness and affairs of the Corporation shall be managed by a board of directors.
Directors must be: (a) residents of the State of Texas, (b) utility customers of the
Corporation and (¢) members in the Corporation.

2, NUMBER OF DIRECTORS

The number of directors shall be five (5) provided that the number may be increased or
decreased from time to time by an amendment to these by-laws, but no decrease shall
have the effect of shortening the term of any incumbent director. The number of directors
may never exceed twenty-one (21).
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There shall be two sets of directors, each serving two year terms expiring on alternate
years except as provided herein. Each set of directors shall have relatively the same
number of directors.

The Corporation shall have three initial directors for purposes of incorporating the
Corporation and directing its affairs until the election of the first elected directors at the first
annual meeting of members. All directorships shall be open for election at the first annual
membership meeting. Four of the directorships shall he for terms of two years; Three
directorship shall be for terms of one year. The length of the terms for the first elected
directors shall be determined by lot. Thereatfter, all directorships shall be for two year
terms expiring on alternating years.

3. QUALIFICATIONS FOR ELECTION OR APPOINTMENT AS DIRECTOR.
(a) To be qualified for election or appointment as a director, a person must be:

(1) 18 years of age or older on the first day of the term to be filled at the
election or on the date of appointment, as applicable; and

(2) a member or shareholder of the corporation.

(b) In addition to the qualifications prescribed by Subsection (a), a person is not
qualified to serve as a director if the person:

(1) has been determined by a final judgment of a court exercising probate
jurisdiction to be:

(A) totally mentally incapacitated; or
(B) partially mentally incapacitated without the right to vote; or

(2) has been finally convicted of a felony from which the person has not
been pardoned or otherwise released from the resulting disabilities.

(c) If the board determines that a person serving as a director does not have the
qualifications prescribed by Subsections (a) and (b), the board shall, not later than
the 60th day after the date the board makes that determination, remove the director
and fill the vacancy by appointing a person who has the qualifications prescribed by
those subsections.

4. BALLOT APPLICATION FOR ALL MEMBER ELECTIONS.

(a) To be listed on the ballot as a candidate for a director's position, a person must
file an application with the corporation that includes:
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(1) the director's position sought, including any position number or other
distinguishing number;

(2) the person’s written consent to serve, if elected;
(3) biographical information about the person; and

(4) a statement of the person's qualifications, including a statement that the
person has the qualifications prescribed by Water Code Section 67.0051.

(b) The application must be filed with the corporation not later than the 45th day
before the date of the annual meeting.

(c) The corporation shall make available director candidate application forms at the
corporation's main office and shall provide application forms by mail or
electronically on request.

BALLOT FOR ALL MEMBER ELECTIONS.

(a) Not later than the 30th day before the date of an annual meeting, the
corporation shall mail to each member or shareholder of record:

(1) written notice of the meeting;
(2) the election ballot; and

(3) a statement of each candidate's qualifications, including biographical
information as provided in each candidate’s application.

(b) The election ballot must include:
(1) the number of directors to be elected; and

(2) the names of the candidates for each position.

ELECTION PROCEDURES FOR ALL MEMBER ELECTIONS.
(a) A member or shareholder may vote:
(1) in person at the annual meeting;

(2) by mailing a completed ballot to the office of the independent election
auditor or to the corporation’s main office, which ballot must be received by
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the corporation not later than noon on the business day before the date of
the annual meeting; or

(3) by delivering a completed ballot to the office of the independent election
auditor or to the corporation's main office not later than noon on the business
day before the date of the annual meeting.

(b)  The independent election auditor, appointed by majority vote of the Board of
Directors, shall receive and count the ballots before the annual meeting is
adjourned.

(c) For each director’'s position, the candidate who receives the highest number
of votes is elected.

(d)  If two or more candidates for the same position tie for the highest number of
votes for that position, those candidates shall draw lots to determine who is elected.

(e)  The independent election auditor shall provide the board with a written report
of the election results.

() The board may adopt necessary rules or bylaws to implement this section,
including rules or bylaws to ensure the fairness, integrity, and openness of the
voting process.

OFFICIAL BALLOT.

The Board shall adopt an official ballot form to be used in conducting the business
of the Corporation for any member election. No other ballot form will be valid.
Ballots from members or shareholders are confidential and are exempted from
disclosure by the corporation until after the date of the relevant election. Proxies
shall not be used.

INDEPENDENT ELECTION AUDITOR.

The Board shall select an independent election auditor not later than the 30th day
before the scheduled date of the annual meeting. The independent election auditor
is not required to be an experienced election judge or auditor and may serve as an
unpaid volunteer. At the time of selection and while serving in the capacity of an
independent election auditor, the independent election auditor may not be
associated with the corporation as:

(a) an employee;

(b) a director or candidate for director; or
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(c) an independent contractor engaged by the corporation as part of the
corporation's regular course of business.

9. VACANCIES

A director may resign at any time during his term. If a director is absent from three (3) or
more consecutive regular meetings of which the director was sent mailed written notice,
that director may be removed by two-thirds (2/3rds) vote of all other directors in special
meeting. The director subject to removal for absenteeism must be sent written notice of
the time, date, place, and purpose of such meeting by certified United States mail at least
ten (10) days before the meeting.

A director may be removed majority vote of all members. Any member, officer or director
may present charges in writing against a director with the Secretary/Treasurer of the
Corporation. If presented by a member, the charges must be accompanied by a petition
sighed by at least ten (10%) percent of the members of the Corporation. Such removal
shall be voted on at the next regular or special meeting of the membership. The
director(s) against whom such charges have been presented shall be informed in writing
of the charges at least twenty days hefore the meeting, and shall have the opportunity at
such meeting to be heard in person or by counsel, to present witnesses and other
evidence in rebuttal of such charges, and to question other witnesses. The person(s)
bring such charges shall have the same rights. The president shall preside over the
meeting unless (s)he is the subject of the charges, in which case the vice president shall
preside. If both the president and vice president are the subject of the charges, the
directors who are not subject to charges shall appoint a presiding officer by majority vote.

Any vacancy occurring in the board of directors may be filled by the affirmative vote of the
remaining directors, though less than a quorum of the board. A director elected to fill a
vacancy shall be elected for the unexpired term of his predecessor in office. Any
directorship to he filled by reason of an increase in the number of directors shall be filled
by election at an annual meeting or at a special meeting of members called for that
purpose.

10. QUORUM OF DIRECTORS

A majority of the board of directors shall constitute a quorum for the transaction of
business. The act of the majority of the directors present at a meeting at which a quorum
is present shall be the act of the board of directors.

11. ANNUAL MEETING OF THE DIRECTORS

Within thirty days after each annual meeting of members the board of directors elected at
such meeting shall hold an annual meeting at which they shall elect officers and transact
such other business as shall come before the meeting. Nothing in these bylaws or any
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action of the board of directors shall prohibit the holding of the annual meeting of directors
immediately following and at the same place as the annual meeting of members except
the unavailability of all directors elected at the annual meeting; in which such case, the
annual meeting of directors shall be held within thirty days.

12. REGULAR MEETING OF DIRECTORS

A regular meeting of the board of directors may be held at such a time as shall be
determined from time to time by resolution of the board of directors.

13. SPECIAL MEETINGS OF DIRECTORS

The secretary shall call a special meeting of the board of directors whenever requested to
do so by the president or by two directors. Such special meeting shall be held at the time
specified in the notice of meeting.

14. PLACE OF DIRECTORS' MEETINGS

All meetings of the board of directors (annual, regular or special) shall be held either at the
principal office of the Corporation or at such other place, either within or without the State
of Texas, as shall be specified in the notice of meeting.

The board of directors shall provide access for the public, new service applicants, and/or
members to all regular meetings of the board by setting aside time for hearing of
suggestions, proposals, or grievances. Reasonable time limitations may be imposed on
persons appearing to address the board on such matters.

15.  NOTICE OF DIRECTORS' MEETINGS

Notice of regular or special meetings of the Board of Directors shall be given as required
by law and shall include posting of the meeting as required by the Texas Open Meetings
Act, Texas Government Code, Sections 551.001 et seq., by furmnishing the notice to the
county clerk or clerks of the county or counties in which the Corporation provides service,
and by posting such notice in a place readily convenient to the public in its administrative
office at all times at least seventy-two (72) hours preceding the scheduled time of the
meeting. Such notice shall specify the date, hour, place and subject of each meeting held
by the Board of Directors. In case of emergency or urgent public necessity, which shall be
clearly identified in the notice, it shall be sufficient if the notice is posted four hours before
the meeting is convened. Cases of emergency or urgent public necessity are limited to
imminent threats to public health or safety or reasonably unforeseeable situations
requiring immediate action by the Board. In the event of an emergency meeting, it shall
be sufficient if notice is posted four hours before the meeting is convened, and the
President or two or more Directors calling such emergency meeting shall, if the request
therefor containing all pertinent information has previously been filed at the headquarters

10
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of the Corporation, give notice by telephone or telegraph to any news media requesting
such notice and consenting to pay any and all expenses incurred by the Corporation in
providing such special notice. All such meetings shall then be conducted in the manner
required by the Texas Open Meetings Act.

Unless waived in writing, each director must be given a copy of all meeting notices within
no less than the time limits set forth above. Notice of annual and regular meetings must
be given at least ten (10) days before the meeting. Notice to directors may be by regular
malil or hand delivery.

16. ATTENDANCE AT MEETINGS

As all meetings of directors must be open to the public, unless otherwise allowed by the
Texas Open Meetings Act for emergency situations, telephone or other similar meetings
shall not be permitted. Directors must attend meetings in person.

17. COMPENSATION

Directors, as such, shall not receive any stated salary for their services, but by resolution
of the board of directors, expenses of attendance, if any, may be allowed for attendance at
each annual, regular or special meeting of the board, provided, that nothing herein
contained shall be construed to preclude any director from serving the Corporation in any
other capacity and receiving compensation therefor.

18. CONFLICT OF INTEREST

The board of directors shall adopt and maintain a conflict of interest policy designed to
promote the business of the Corporation and serve the interests of the membership. A
director shall not be prohibited from providing goods or services to the Corporation at
competitive prices by reason of their directorship, but said director shall not be authorized
to vote on any matter in which they may have a pecuniary interest except as a customer of
the Corporation. A director has an affirmative duty to exercise reasonable due diligence to
investigate and disclose any real or apparent conflicts of interests or pecuniary interests
(s)he may have on a matter affecting the Corporation or its members.

No director shall be liable to the Corporation or to the Corporation's membership for
monetary damages for any act or omission in the director's capacity as a director of the
Corporation, except and unless the director shall be found liable for a breach of the
director's duty of loyalty to the Corporation or the Corporation's membership; an act or
omission not in good faith that constitutes a breach of the director's duty to the
Corporation or an act or omission that involves intentional misconduct or knowing violation
of the law on the part of the director; a transaction from which the director receives an
improper benefit, whether or not the henefit results from an act or omission for which
liability of the director is expressly provided by Texas law.
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19. GOOD FAITH RELIANCE

In conducting their duties as members of the board, each director (1) shall be entitled to
rely, in good faith and with ordinary care, on information, opinions, reports or statements,
including financial statements and other financial data, concerning the Corporation of the
Corporation’s affairs that have been prepared or presented by one or more officers or
employees of the Corporation; or by legal counsel, public accountants, registered
engineers, or other persons retained by the Corporation for the development of
professional advice and information falling within such person’s professional or expert
competence; (2) may believe, in good faith and with ordinary care, that the assets of the
Corporation are at least that of their book value; and (3) in determining whether the
Corporation has made adequate provision for the discharge of its liabilities and
obligations, may rely in good faith and with ordinary care on the financial statements of, or
other information concerning, any person or entity obligated to pay, satisfy or discharge
some or all of the Corporation's liabilities or obligations; and may rely in good faith and
with ordinary care on information, opinions, reports or statements by one or more officers
or employees of the Corporation; or by legal counsel, public accountants, registered
engineers, or other persons retained by the Corporation provided that said director
reasonably believes such matters fall within such person’s professional or expert
competence. Nevertheless, a director must disclose any knowledge which (s}he may
have concerning a matter in question that makes reliance otherwise provided herein to be
unwarranted.

ARTICLE 9 - OFFICERS
1. OFFICERS ELECTION

The officers of the Corporation shall consist of a president, a vice-president, and a
secretary-treasurer. All such officers shall be elected at the annual meeting of the board
of directors. Directors may be elected officers. If any office is not filled at such annual
directors meeting, it may be filled at any subsequent regular or special meeting of the
board. The board of directors at such annual meeting, or at any subsequent regular or
special meeting may also elect or appoint such other officers and assistant officers and
agents as may be deemed necessary. Any two or more offices may be held by the same
person, except the offices of president and secretary-treasurer.

All officers and assistant officers shall be elected to serve until the next annual meeting of
directors (following the next annual meeting of members) or until their successors are
elected; provided, that any officer or assistant officer elected or appointed by the board of
directors may be removed with or without cause at any regular or special meeting of the
board whenever in the judgment of the board of directors the best interests of the
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Corporation will be served thereby, but such removal shall be without prejudice to the
contract rights, if any, of the person so removed. Any agent appointed shall serve for
such term, not longer than the next annual meeting of the hoard of directors, as shall be
specified, subject to like right of removal by the board of directors.

2. VACANCIES

If any office becomes vacant for any reason, the vacancy may be filled by a majority vote
of the board of directors.

Officers may resign.

Officers may be removed for good cause by the membership under the same procedures
applying to directors.

Officers shall serve at the pleasure of the directors and may be removed at any time by a
two-thirds vote of the directors. Officers against whom written charges have been brought
shall be entitled to the same notice and hearing rights as directors.

3. POWER OF OFFICERS

Each officer shall have, subject to these by-laws and art. 1434a, VATCS, in addition to the
duties and powers specifically set forth herein, such powers and duties as are commonly
incident to his office and such duties and powers as the board of directors shall from time
to time designate. All officers shall perform their duties subject to the directions and under
the supervision of the board of directors. The president may secure the fidelity of any and
all officers by bond or otherwise.

4. PRESIDENT

The president shall be the chief executive officer of the Corporation. He shall preside at
all meetings of the directors and members. He shall see that all orders and resolutions of
the board are carried out, subject however, to the right of the directors to delegate specific
powers, except such as may be by statute exclusively conferred in the president, to any
other officers of the Corporation.

He or any vice-president shall execute bonds, mortgages and other instruments requiring
a seal, in the name of the Corporation, and, when authorized by the hoard, he or any vice-
president may affix the seal to any instrument requiring the same, and the seal when so
affixed shall be attested by the signature of either the secretary or an assistant secretary.
He or the secretary-treasurer shall sign certificates of membership.

The president shall be ex-officio a member of all standing committees.
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He shall submit a report of the operations of the Corporation for the year to the directors at
their meeting next preceding the annual meeting of the members and to the members at
their annual meeting.

5. VICE-PRESIDENT

The vice-president shall, in the absence or disability of the president, perform the duties
and exercise the powers of the president, and he shall perform such other duties as the
board of directors shall prescribe.

6. THE SECRETARY-TREASURER AND ASSISTANT SECRETARIES-TREASURER

The secretary-treasurer shall attend all meeting of the board and all meetings of the
members and shall record all votes and the minutes of all proceedings and shall perform
like duties for the standing committees when required. He shall give or cause to be given
notice of all meetings of the members and all meetings of the board of directors and shall
perform such other duties as may be prescribed by the board. He shall keep in safe
custody the seal of the Corporation, and when authorized by the board, affix the same to
any instrument requiring it, and when so affixed, it shall be attested by his signature or by
the signature of an assistant secretary-treasurer.

The secretary-treasurer shall have the custody of the corporate funds and securities and
shall keep full and accurate accounts of receipts and disbursements in books belonging to
the Corporation and shall deposit all moneys and other valuable effects in the name and
to the credit of the Corporation in such depositories as may be designated by the board of
directors.

The secretary-treasurer shall disburse the funds of the Corporation as may be ordered by
the board of directors, taking proper vouchers for such disbursements. He shall keep and
maintain the Corporation's books of account and shall render to the president and
directors an account of all of his transactions as treasurer and of the financial condition of
the Corporation and exhibit his books, records and accounts to the president or directors
at any time. He shall disburse funds for capital expenditures as authorized by the board of
directors and in accordance with the orders of the president, and present to the president
for his attention any requests for disbursing funds if in the judgment of the secretary-
treasurer any such request is not properly authorized. He shall perform such other duties
as may be directed by the board of directors or by the president.

If required by the board of directors, he shall give the Corporation a bond in such sum and
with such surety or sureties as shall be satisfactory to the board for the faithful
performance of the duties of his office and for the restoration to the Corporation, in case of
his death, resignation, retirement or removal from office, of all books, papers, vouchers,
money and other property of whatever kind in his possession or under his control
belonging to the Corporation.

14



Exhibit B

The assistant secretary-treasurer shall, in the absence or disability of the secretary-
treasurer, perform the duties and exercise the powers of the secretary-treasurer, and he
shall perform such other duties as the board of directors shall prescribe.

In the absence of the secretary-treasurer or an assistant secretary-treasurer, the minutes
of all meetings of the board and members shall be recorded by such person as shall be
designated by the president or by the board of directors.

7. GENERAL MANAGER

a. The Corporation shall not be required to have a general manager; however,
the business of the Corporation may be handled under the direction of the board of
directors, by a general manger to be elected by a majority vote of the board. The
general manager shall be employed at a salary to be fixed by the hoard of
directors. The general manager shall perform such duties and for such term or
office as shall be fixed by majority vote of the board of directors.

b. The general manger shall not have authority to expend the funds of the
Corporation in excess of $10,000.00 per expenditure without prior approval of the
board of directors.

C. The general manger shall not have authority to sell or dispose of the assets
of the Corporation in excess of $5,000.00 without prior approval of the board of
directors.

8. COMPENSATION

The Corporation shall not be obligated to pay salaries to any officer; however, if approved
by the board of directors, salaries of all officers of the Corporation, except the secretary-
treasurer and general manager, shall not exceed $5000.00 per annum. The salary of the
secretary-treasurer shall be fixed by the board of directors at a sum commensurate with
the duties required of him.

9. CONFLICT OF INTEREST

An officer shall not be prohibited from providing goods or services to the Corporation at
competitive prices by reason of their office. An officer has an affirmative duty to exercise
reasonable due diligence to investigate and disclose to the board of directors any real or
apparent conflicts of interests or pecuniary interests (s)he may have on a matter affecting
the Corporation or its members.
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10. GOOD FAITH RELIANCE

In conducting their duties as officers, each officer (1) shall be entitled to rely, in good faith
and with ordinary care, on information, opinions, reports or statements, including financial
statements and other financial data, concerning the Corporation of the Corporation's
affairs that have heen prepared or presented by one or more officers or employees of the
Corporation; or by legal counsel, public accountants, registered engineers, or other
persons retained by the Corporation for the development of professional advice and
information falling within such person's professional or expert competence; (2) may
believe, in good faith and with ordinary care, that the assets of the Corporation are at least
that of their book value; and (3) in determining whether the Corporation has made
adequate provision for the discharge of its liabilities and obligations, may rely in good faith
and with ordinary care on the financial statements of, or other information concerning, any
person or entity obligated to pay, satisfy or discharge some or all of the Corporation’s
liabilities or obligations; and may rely in good faith and with ordinary care on information,
opinions, reports or statements by one or more officers or employees of the Corporation;
or by legal counsel, public accountants, registered engineers, or other persons retained by
the Corporation provided that said officer reasonably believes such matters fall within such
person's professional or expert competence. Nevertheless, an officer must disclose any
knowledge which (s)he may have concerning a matter in question that makes reliance
otherwise provided herein to be unwarranted.

ARTICLE 10 - CERTIFICATES OF MEMBERSHIP, ETC.
1. CERTIFICATES OF MEMBERSHIP

The Corporation is and shall continue to be a Corporation without capital stock, and
membership in the Corporation shall be deemed personal estate and shall be transferable
only on the books of the Corporation. Notwithstanding the personalty characterization of
memberships, memberships may be conditioned upon or tied to ownership in realty
property in the area served as may be provided by Texas law.

The certificates for memberships of membership of the Corporation shall be numbered
and shall be entered in the Corporation as they are issued. They shall exhibit the holder's
name and shall be signed by the president or secretary-treasurer and shall be sealed with
the seal of the Corporation or a facsimile thereof. In case any officer or officers who shall
have signed or whose facsimile signature or signatures shall have been used on any such
certificate or certificates shall cease to be such officer or officers of the Corporation,
whether hecause of death, resignation or otherwise, before said certificate or certificates
shall have been issued, such certificate may nevertheless be issued by the Corporation
with the same effect as though the person or persons who signed such certificates or
whose facsimile signature or signatures shall have been used thereon had been such
officer or officers at the date of its issuance. Cerificates shall be in such form as shall in
conformity to law prescribed from time to time by the board of directors.

16



Exhibit B

The Corporation may appoint from time to time agents and registrars, who shall perform
their duties under the supervision of the secretary-treasurer.

2. TERMINATION OF MEMBERSHIPS

Membership in the Corporation may be tied to fee simple ownership to property with the
Corporation’s utility service area; however, a fee simple owner of real property within the
utility service area may hold a membership so that tenants or occupants of his property
may receive utility service from the Corporation. Non-fee simple title holders who take
utility service from the Corporation may hold memberships in their own names, which
memberships shall not be tied to real property. The membership rights of any subscriber
to utility service from the Corporation shall automatically terminate upon the occurrence of
any event or change of circumstances which would disqualify the person from
membership as provided by these bylaws, including but not limited to, the sale of the
membership real property to which his membership is tied.

Memberships in the corporation may be transferred as provided by art. 1434a, Section 9A,
VATCS, as amended, except no membership may be transferred until all monies owed the
corporation by the member and/or person obtaining service through such membership
have been paid in full.

The board of directors may cancel the membership associated with any utility service
account which has an unpaid balance for a period of more than sixty days after the
original due date. In the event of such cancelation, the membership fee associated with
such membership shall be forfeited to the corporation without prejudice to the
corporation's right to pursue such additional collection remedies which may exist at law or
in equity. In the event a membership is cancelled for such delinquency, utility service shall
not be restored to the service connection associated with such membership until a new
membership has been applied for and the current membership fee paid. The applicant for
restored service must also comply with all other customary conditions precedent to
receiving utility service including, but not limited to, paying customary reconnection or tap
fees.

3. TRANSFER OF MEMBERSHIP

(a) A person who owns a membership in the Corporation may not sell or transfer
that membership to another person or entity except:

(1) by will to a transferee who is a person related to the testator within the
second degree of consanguinity;

(2) by transfer without compensation to a transferee who is a person
related to the owner of the membership within the second degree of consanguinity;
or

(3) by transfer without compensation or by sale to the Corporation.
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(b)  Subsection (a) of this section does not apply to a person or entity that
transfers the membership to another person as part of the conveyance of real
estate from which the membership arose. In such cases the transferee must still
gualify for membership as provided herein and pay all applicable membership fees.

(c)  The transfer of membership under this section does not entitle the transferee
to water or sewer service unless each condition for water or sewer service is met
as provided in the Corporation's published rates, charges, and conditions of
service.

(d) The Corporation may, consistent with the limitations prescribed by
subsection (a) of this section, reassign a canceled membership to any person or
entity that has legal title to the real estate from which the canceled membership
arose and for which water or sewer service is requested, subject to compliance with
the conditions for water or sewer service in the Corporation’s published rates,
charges, and conditions of service.

4. REGISTERED MEMBERS

The Corporation shall be entitled to treat the holder of record of any membership or
certificate of membership as the holder in fact thereof, and accordingly shall not be bound
to recognize any equitable or other claim to or interest in such membership on the part of
any other person, whether or not it shall have express or other notice thereof, except as
otherwise provided by law.

5. LOST CERTIFICATE

The board of directors may direct a new certificate or certificates 1o be issued in place of
any certificate or certificates theretofore issued by the Corporation alleged to have been
lost or destroyed, upon the making of an affidavit of that fact by the person claiming the
certificate to be lost. When authorizing such issue of a new certificate or certificates, the
board of directors in its discretion and as a condition precedent to the issuance thereof,
may require the owner of such lost or destroyed certificate or certificates or his legal
representative to advertise the same in such manner as it shall require to give the
Corporation a bond with surety and in form satisfactory to the Corporation (which bond
shall also name the Corporation's agents and registrars, if any, as obligees) in such sum
as it may direct as indemnity against any claim that may be made against the Corporation
or other obligees with respect to the certificate alleged to have been lost or destroyed, or
to advertise and also give such bond.
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6. MEMBERSHIP FEES

All persons lawfully receiving or applying to receive public utility service from the
Corporation shall pay a membership fee as a condition precedent to lawfully receiving
utility service. The board of directors shall establish reasonable deferred payment policies
for the payment of membership fees by any other service applicant upon whom a one time
payment of the entire membership fee shall work a financial hardship. Such policies shall
be consistent in application on each person without regard to citizenship, race, sex, color,
creed, national origin or other protected status under state or federal law. All applicants for
restored service whose memberships have been forfeited to the Corporation shall pay a
membership fee in addition to any applicable reconnection charges. All transferees of
memberships as provided by these bylaws shall pay a membership fee. A membership
fee and service application shall be required for each service connection requested
regardless of whether the applicant already holds a membership. Membership fees will be
refundable at the time the service customer leaves the system unless the customer has
any unpaid debts or obligations to the Corporation; in which case such membership fees
as the customer may have on deposit with the Corporation shall be applied to the
customer’s debts to the Corporation, without prejudice to the Corporation’s right to pursue
other legal remedies existing at law or in equity.

ARTICLE 11 - DEPOSITORY

The Board of Directors shall select as depository for the funds of the Corporation, a bank
within the State of Texas which is insured with the Federal Deposit Insurance Corporation
and shall require of said depository such bond as the Board deems necessary for the
protection of the Corporation; and such funds as the Board of Directors may from time to
time allocate to a sinking fund for replacement, amortization of debts and the payment of
interest which shall not be required to be expended within the year in which the same is
deposited shall be invested in bonds or other evidence of indebtedness of the United
States of America or deposited at interest with the Federal Deposit Insurance Corporation
in a savings account.

ARTICLE 12 - MISCELLANEQUS
1. INFORMAL ACTION
No action required to be taken or which may be taken at a meeting of the members,
directors or members of committees, may be taken without a meeting. All actions and
votes taken shall be duly recorded in the books and records of the Corporation.
2. SEAL
The Board of Directors shall provide a corporate seal, which shall be in the form of a circle

and shall have inscribed thereon the name of the Corporation and the words "Corporate
Seal of Windermere Qaks Water Supply Corporation”.
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3. BOOKS AND RECORDS

The Corporation shall keep correct and complete books and records of account and shall
also keep minutes of the proceedings of its members, Board of Directors, and committees
having the authority of the Board of Directors, and shall keep at the registered or principal
office a record giving the names and addresses of the members entitled to vote. All books
and records of the Corporation may be inspected by any member or his agent or attorney
for any proper purpose at any reasonable time when so requested in writing.

With prior written request, corporate records, books, and annual reports, subject to
exceptions provided by the Texas Open Records Act, Texas Government Code, Sections
552.001 et seq., including any amendments thereto, shall be available for public
inspection and copying by the public or their duly authorized representatives during
normal business hours subject to reasonable charge for the preparation of copies.

In the event of any conflict between the provision of the Open Records Act and the
provisions of these Bylaws, the provisions of the Open Records Act shall prevall.

4. CHECKS

All checks or demands for money and notes of the Corporation shall be signed by such
officer or officers or such other person or persons as the board of directors may from time
to time designate.

5. FISCAL YEAR

The fiscal year of the Corporation shall begin on the 1st day of January in each and every
year.

6. DIRECTORS' ANNUAL STATEMENT

The board of directors shall present at each annual meeting of members a full and clear
statement of the business and condition of the Corporation.

7. AMENDMENTS

These by-laws may be altered, amended or repealed in whole or in part by the affirmative
vote of a majority of the board of directors. No amendment of these bylaws affecting
memberships, the voting rights of members, or the number of directors may be made
without a majority vote of a quorum of members.

For so long as the Corporation is indebted for a loan or loans made by or through the

Texas Water Development Board, USDA Rural Development, their successor agencies,
these by-laws shall not be altered, amended or repealed without the prior written consent
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of the General Fund Manager (or equivalent designated agency representative) of the
Texas Water Development Board, USDA Rural Development, their successor agencies. |If
the Corporation becomes indebted to another state or federal financial institution and said
creditor requires similar limitations on the amendment of these by-laws as a condition
precedent to necessary debt financing, amendment of these by-laws shall be restricted as
set forth in the loan agreement.

8. OBLIGATIONS INCIDENTAL TO INDEBTEDNESS

The board of directors may establish and operate such financial reserves, sinking funds,
or debt service accounts as may be reasonably necessary to comply with loan or bond
covenants entered into between the Corporation and its creditors.

Subject to such restrictions as may exist under the laws of Texas or of the United States,
the board of directors may encumber the assets of the Corporation by reasonable liens or
security interests as provided by the loan or bond covenants entered into between the
Corporation and its creditors. When encumbered, the assets of the Corporation may not
be sold, conveyed or disposed of without notice to and permission from the creditor
holding such liens or security interests as provided in the loan or bond covenants, except
as may otherwise be provided by law and/or the sale and distribution of potable water in
the ordinary course of business.

Should the Corporation hecome indebted to the Texas Water Development Board or other
state or federal financial institution and such indebtedness is evidenced by bonds or loans,
the board of directors shall be expressly empowered to adopt such standard and
customary water supply or sewer service corporation bond or loan resolutions as may he
required by the Texas Water Development Board or other state or federal financial
institution as a condition of such indebtedness.

Amendments approved in manner prescribed by law on the 18% day of November, 2021
and are so certified by our authorized signatures below:

]
Patricia Gerino, Vice President

Aftest:

G it A T

Mike Nelson, Secretary/Treasurer
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The Btate of Texas
Serretary of SBtate

CERTIFICATE MF INCGRPORATION
3F

GAKS WATER SUPPLY CORPULRATION

AfNDERTRE
CHARTER NUMBER 01377008

THT UNDEPSTGNEL, AS SECRETARY OF STATe 0OF THE STATE OF TEXAS
HERERY CE2TTETZS THAT THE aTTACHED ARTICLES OF INCDRPORATION FOR THE
LATYE MAATH SNPNOATIAN MAVT BECH RECTIVED IN THIS OQFFICE anND ARE
FOUNi TO CUNFORM™ To L AW,

ACCOTL TNALY, THE UNDERSIGNED. AS SECRETARY UF STATE. AND BY VIRTUE
E THE agTHOITY VESTEN Io THE SECCRETARY BY LAW, HEREBY ISSUES THIS
CEnTIFICATE UF INCHRPURATIO

ISSUAMEE JF TRIS CFRATIFICATE OF InCORPORATION DOES NOT AUTHORIZE
Tur §SE 5 & CGRPOEATE damMg In THIS STATE IN VIOLATION OF THE RIGHTS OF
ANTTHES UNQOSR THE FEGERAL TPADESARK ALT UF 1946, THE TEXAS TRADEMARK LAw,

THE ASSUMTL BUIINESS O PRUFZSSIONAL NamMg aCvy 1R THE COMMON LAW.

BATED ~five 9y 1985

EFFSCTIVE NOYL. Gy 1995

vfkm;,_

batonio O, Garza, Jr.. Secretary of State




ARTICLES OF INCORPORATION OF ' NUVO,\

WINDEMERE OAKS WATER SUPPLY CORPORATION.,
- -l.‘r-__!:__:[:—;.eﬁ‘:q -

These Articles of Incorporation are adopted pursuant to the
provisions of the Texas Non-profit Corporations Act, TEX.
REV. CIV. STAT. ANN. art. 1396-1.01, et seq. ("Act") and
art. 1434a, TEX. REV. CIV. STAT. ANN.

ARTICLE 1 - NAME

The name of the corporation is Windemere Oaks Water Supply
Corporation.

ARTICLE 2 -~ NONPROFIT CORPORATIOCN

The Corporation 1s a nen-profit, member-owned, member
controlled water supply and sewer service corporation
incorporated under the provisions and definitions of TEX.
REV. CIV. STAT. ANN. art. 1434a {("1434a"), as amended from
time to time, the Act where not inconsistent with 143442,
and Section 13.002 of the Texas Water Code, as amended from
time to time.

ARTICLE 3 - DURATION

The period of duration is perpetual.

ARTICLE & - PURPOSES

The purpose of the Corporation is to furnish a water supply
or sewer service, or both, to towns, cities, private
ccrporations, individuals, and military camps and bases, and
for the purpose of providing a fleocod control and drainage
system for towns, cities, counties, other pclitical
subdivisions, private corporations, individuals, and other
persons.

ARTICLE 5 - POWERS

Except as otherwise provided in these Articles, the
Corporation shall have all powers invested in a water supply
or sewer service corporation by 1434a, the Act, the Texas
Water C(ode, and the administrative rules of the Texas
Natural Resource Conservation Commission and its successor
agency{ies), not inconsistent with Internal Revenue Code
Secticon 501{(c) (12) (&) and related federal regulations,
rulings, and procedures.
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ARTICLE & - RESTRICTIONS AND REQUIREMENTS

No dividends shall ever be paid upon the memberships of the
Corporation. No income of the Corporation may be
distributed to members, directors, oOr officers in these
roles. 211l profits arising from the operations of the
business of the Corporation shall be annually paid out to
cities, towns, counties, other political subdivisicons,
private corporations, and other persons who have during the
past year transacted business with the Corporation, in
direct proportion to the amount of business so transacted;
provided that no such -dividends shall ever be paild while any
indebtedness of the Corporation remainsg unpaid and, provided
alsoc, that the Directors of the Corporation may allocate to
such sinking fund(s} such amount of profits as they deen
necessary for maintenance, upkeep, operation, and
replacements.

The Corporation shall have no power to engage in activities
or use its assets in a manner that are not in furtherance of
the legitimate business of a water supply cooperative or
sewer sService cooperative as recognized by 1434a and
Internal Revenue Code 501 {c) (12) (A).

ARTICLE 7 - MEMBERS AND CONTROL

The Corporation shall have one class of "members" which
shall be defined by Texas Water Code, Section 13.002(11).
a1]1 customers of the corporation must be members unless
exempt by law.

A person is entitled to one vote in any Corporation election
regardless of the number of memberships the person owns.

ARTICLE 8 - INITIAL REGISTERED OFFICE AND AGENT

The street address of the initial registered office of the
Corporation is 378 Derby Lane, Spicewocod, Burnet County,
Texas 78669,

The name of the initial registered agent whose business

address is the same as the Corporation’s registered office’s
address is Charles Threat.
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ARTICLE 9 - BOARD OF DIRECTORS

The affairs of the Corporation shall be managed by a Board
of Directors elected by members beginning with the first

annual meeting. The qualifications, manner OL gselection,
duties, terms, and other matters relating to the Board ol
Directors shall be provided in the bylaws. The number of

directors may be increased or decreased by amendment to the
bylaws but there shall never be more than twenty-one (21)
members of the Board of Directors unless otherwise allowed
by 1434a.

The number of initial directors who shall govern the
corporation until the first annual meeting are three (3} and
their names and addresses are:

1. Charles Threat 379 Derby Lane
Spicewood, Texas 78669

2. Arthur Alworth 7 Kendal
Spicewocod, Texas 78669
Marble Falls, Texas 78654
2. Robert Wynne 19 Briar Hill
Houstcen, Texas 77042

ARTICLE 10 - INCORPORATORS

The number of incorporators are three {3} and thelr names
and addregses are:

1. Mark Zeppa 6101 W. Courtvyvard Dr., Ste 221
pustin, Texas 78730

2. Bue Nielsen 6101 W. Courtvard Dr., Ste 221
pustin, Texas 78730

3. Jon Ellils 6101 W. Courtyard Dr., Ste 221
hustin, Texas 78730
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IN WITNESS WHEREQE, we have hereunto set Qur hands on

this 9th day of November, 1935. . 34’//4
/M/ %A{A T
| / P%%Q‘

Incor

Tncorpoxakdr

e RE N

. X Incorporator

THE STATE OF TEXAS

COUNTY OF TRAVIS

T, the undersigned notary public, do hereby certify
that on this day Mark Zeppa, 5ue Nielsen, and Jon Ellis
personally appeared before mue and who being by me duly
sworn, declared that they are the persons who signed the
foregoing document as incorporators and that the statements

therein ceontained are Crue.

GIVEN UNDER MY HAND AND SEAL QF QFFICE, this 9th day of
November, 1895.

seal R iégﬁféhg>jx12203%\K”7\w\\
S Sis)

usan P. Provenzarl

oo Notary Public in and for
8 _{_,a?}-s"’\og\_ SUSAN P. PROVENZAND the State of Texas
is ;% _; Notary g;:blic‘ State of Texas '
W o My Comeission Expires Commission Expires: 07-24-99
g JULY 24, 1999 ®
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State of Texas

SECRETARY OF STATE

CERTIFICATE OF AMENDMENT
OF

The

WINDERMERE CQAKS WATER SUPPLY CORPORATION
FORMERLY:
WINDEMERE OAKS WATER SUPPLY CORPORATION

The undersigned, as Secretary of State of Texas, hereby certifies that Articles of
Amendment to the Articles of Incorporation of the above corporation duly executed
pursuant to the provisions of the Texas Non-Profit Corporation Act, have been received in
this office and are found to conform to law.

ACCORDINGLY the undersigned, as Secretary of State, and by virtue of the authority
vested in the Secretary by law, hereby issues this Certificate of Amendment to the Articles
of Incorporation and attaches hereto a copy of the Articles of Amendment.

Dated: January 5, 1996

\Oﬂ ‘ dim

Antonio 0. Garza, Jr.
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. EILER
i the Ofticg o
Secretary of State o}h'?exas

PTRST ARTICLE OF AMENDMENT TO THE JAN
ARTICLES OF INCORPORATION OF NOS 1998
WINDEMERE OAKS WATER SUPPLY CORPORATION

Gorporations Sectior:

pursuant to the provisions of Articles 1396-4.01 through
1396-4.05 of the Texas Non-profit Corporation Act, the
undersigned corporation adopts the following First Article
of Amendment to 1ts Articles of Incorporation:

ARTICLE ONE

The original name of the corporation is Windemere Oaks Water
Supply Corporation.

ARTICLE TWO

The following amendment tO the Articles of Incorporation was
adopted by a majority of all directors at the initial
meeting of the directors on January 3, 1996, & time at which
there were no members of the corporation, for the purpose of
correcting a migepelling in the name of the corporation soO
that it would match the proper selling of the names of those
subdivisions constituting the majority of the corporation’s
proposed public utility service area:

1. Thig amendment alters Article 1 - NAME of the original
articles of Incorporation to read as follows:

"The name of the corporation 1is windermere Oaks
Water Supply Corporation.”

DATED: January 5, 1996.

WINDEMERE OBKS WATER SUPPLY
CORPORATION

7 /1]
BY: /// Z/ ¥ 74 —

MFrk H. Zeppa,/joeneral Counsel
officer of the’ Corporation
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STATE OF TEXAS

COUNTY OF TRAVLS

on the 5th day of January, 1996, Mark H. Zeppa, krnown
to me, did appear and having been placed under oath did
state that he was the General Counsel of Windemere Oaks
Water Supply Corporation, an cfficer duly elected by a
majority of the board of directors, and that the foregoing
amendment to the corporation’s articles of incorporation was
adopted by majority vote of the directors and that the other
facts recited above are true and correct in witness of which
T place my hand and seal of office.

pesizos - >
7SR, SUSAN P, PROV g ‘ BB\
fof = .1 Notary Pilfgi?a‘zeEgﬁANO EY-EEN NN W SR
a\h,) / s i Susan P. Provenzano '“
,,%' s g-":"! My Commission Expires T
EgF I JULY 24, 1999 NotargtPgblli ;n and for the
e ate © £Xas

Commission expires: 7-24-99
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424 Coventry Road
Spicewood, Texas 78669
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SECTION A. RESOLUTIONS
A RESOLUTION OF THE BOARD OF DIRECTORS OF WINDERMERE OAKS WATER SUPPLY CORPORATION
REGARDING WATER AND SEWER UTILITY RATES

WHEREAS, Windemmere Oaks Water Supply Corporation ("WOWSC™) 18 a nonprolil waler supply corporalion,
operaling under the authonty of Chapler 67 of the Texas Waler Code and the holder ol retail waler uiilily and sewer serviee
Certificates of Convenience and Necessity Nos. 12011 and 20662 issued by the Public Utility Comumission of Texas;

WHEREAS, the WOWSC Board of Dircetors (the “Board”) recenily conducied an analysis of its Tiseal Year 2019 (°TY
20197 and prepared and adopted a budgel lor Tiscal Year 2020 (TY 2020™);

WHEREAS. in light of a $12.000 operating loss in FY 2019, and in the face of significant budgeted legal costs in FY
2020, the Board requested the assistance of the Texas Rural Water Association to conduct a rate analvsis of WOWSC™s current

waler and sewer ulility rales;

WHEREAS, the rate analysis conducted with the assistance of TRWA indicated that WOWSC water and sewer utility
rates must be raised to accommodate the FY 2020 WOWSC hudget;

WHEREAS, 4 previous analysis by the TRWA m 2017-18 mdicaled the WOWSC should raise rates much higher than 1t
did in 2018:

WHEREAS, al the Annual Mecting of WOWSC Board ol Direetors on February 1, 2020, the Board velled the proposed
rales resulling [tom the TRWA rate analysis, and ok acton (o [ommally adopl an inerease ol the base rales for both waler and

sewer utility service;

WHEREAS, the Beard comnuued W revisiing these inereased rales no later than Seplember 2020 lor [urther evaluation
and possible alleration; and

WHEREAS, the rates for WOWSC water and sewer utility service are increased as firther detailed below.

NOW, TIIERETIORE, BE IT RESOLVED BY TIIE BOARD OFF DIRECTORS OF WINDERMERE OAKS WATER
SUPPLY CORPORATION THAT:

1. The above recitals are (rue and correet.

2. The Board of Iirectors of WOWSC hereby adopts this Resohttion to memorialize action taken at the Annual
Meeting of the Board of Directors on February 1, 2020 to increase water and sewer utility rates in light of a
sigmilicant budgeted shorifall [or ITY 2020,

3. WOWSC water and sewer utility rates are inereased as follows:

The minimum water service availability charge is increased trom $50.95 to $90.39.
The minimum sewer service availability charge is inercased [rom $40.12 10 $66.41,

4. WOWSC's president, general manager, and legal counsel are hereby authorized to take any and all actions
necessary to effectuate this resolution and associated rate increase inchiding, but not limited to, draft
comesponding amendments © WOWSC's Tanll (o relleet the new rales, and dralling and sending member

comespondenee, draling and iling necessary documentation with the Publie TTulity Conumission of Texas

"T'his resolution is hereby PASSHEIY ANID APPROVHE]Y this 11% day of February, 2020 by vote of _5__ in support, _0__
agamst, and __ 0 abslaming,

WINDERMERE (QAKS WATER SUPPLY CORPORATION

i o T

Joe Gimenez, President Mike Nelson, Secretary/| reasurer

ATTEST:

Approved February 11, 2020
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SECTION B. STATEMENTS

Organization. The Windermere Oaks Water Supply Corporation (“Corperation™) is a member-
owned, non-profit corporation incorporated pursuant to the Texas Water Code Chapter 67, and the
provisions of the Texas Business Organizations Code applicable to member owned member
controlled non-protit corporations for the purpose of furnishing potable water and or sewer utility
service. Corporation operating policies, rates, and regulations are adopted by the Board of Directors
elected by the Members of the Corporation.

Non-Discrimination Policy. Membership in the Corporation and service is provided to all
Applicants who comply with the provisions of this Tariff regardless of race, creed, color, national
origin, sex, disability, or marital status.

Policy and Rule Application. These policies, rules, and regulations apply to the water and sewer
services provided by the Windermere Oaks Water Supply Corporation, also referred to as the Water
Supply Corporation, the WSC, the Corporation, or WOWSC. Failure on the part of the Member,
Consumer, or Applicant to observe these policies, rules and regulations gives the Corporation the
authority to deny or discontinue service according to the terms of this Tariff as amended from time
to time by the Board of Directors of the Corporation.

Corporation Bylaws. The Corporation Members have adopted bylaws which establish the make-up
of the Board of Directors and other important regulations of the Corporation. The bylaws are on file
at the Corporation’s office.

Fire Protection Responsibility. The Corporation does not provide nor imply that fire protection is
available throughout the distribution system, except where expressly required by municipal
ordinance or agreed to by WSC. All hydrants or flush valves are for the operation and maintenance
of the system and may be used by authorized fire departments in accordance with a contract with the
Corporation to supply water for use in fire suppression. The Corporation reserves the right to
remove any hydrant, due to improper use or detriment to the system as determined by the
Corporation, at any time without notice, refund, or compensation to the contributors unless such
hydrants are installed pursuant to the terms of a Non-Standard Service Contract as provided for in
Section F, in which event the terms and conditions of the Contract shall apply.

Damage Liability. The Corporation 18 not liable for damages caused by service interruptions,
events beyond its control, and tor normal system failures. The limits of liability of the Corporation
1s the extent of the cost of service provided. By acceptance of Membership, Member consents to
waiver of such liability.

Information Disclosure. The records of the Corporation shall be kept in the Corporation otfice in
Spicewood, Texas. All information collected, assembled, or maintained by or tor the Corporation
shall be disclosed to the public in accordance with the Texas Public Information Act. In no event
and under no circumstances shall the Corporation disclose the Social Security Number of any
member or customer to any person other than an employee of the Corporation. An individual
customer may request in writing that their address, telephone number, and account records be kept
confidential. Such confidentiality does not prohibit the utility from disclosing this information to an
official or employee of the state or a pelitical subdivision of the state acting in an official capacity or

Approved: Febmary 11, 2020 6



Exhibit D

Section B

an employee of the Corporation acting in connection with the employee’s duties. Further, such
contidentiality does not prohibit the Corporation from disclosing the name and address of each
member entitled to vote on a list to be made available to the Corporation’s voting members, or their
agents or attorneys, in connection with a meeting of the Corporation’s members. The Corporation
shall give 1ts applicants and customers notice of rights to confidentiality under this policy and all
prevailing associated fees tor such request.

8. Customer Notice Provisions. The Corporation shall give written notice of monthly rate changes by
mail or email to all consumers at least 30 days prior to the effective date of the new rate. The notice
shall contain the old rates, new rates, effective date of the new rate, date of Board authorization, and
the name and phone number of the Corporation’s contact person designated to address inquiries
about the rate change.

9. Grievance Procedures. Any Member of the Corporation or individual demonstrating an interest
under the policies of this Tariff in becoming a Member of the Corporation shall have an opportunity
to voice concerns or grievances to the Corporation by the following means and procedures:

a. By presentation of concerns to the Corporation’s manager or authorized staff member. If not
resolved to the satistaction of the aggrieved party then,

b. By presenting a letter to the Board of Directors stating the individual’s grievance or concern
and the desired result.

c. The Board of Directors shall respend to the complaint by communicating the Board’s
decision in writing.

d. Any charges or fees contested as a part of the complaint in review by the Corporation under
this policy shall be suspended until a satisfactory review and final decision has been made by
the Board of Directors.

10. Customer Service Inspections. The Corporation requires that a customer service inspection
certification be completed prior to providing continuous water service to new construction and for all
new members as part of the activation of standard and some non-standard service. Customer service
Inspections are also required on any existing service when the Corporation has reason to believe that
cross-connections or other potential contaminant hazards exist, or after any material improvement,
correction or addition to the members’ water distribution facilities. This inspection is limited to the
identification and prevention of cross connections, potential contaminant hazards and illegal lead
materials. (30 TAC 290.46(j)) (See Tarift Section G. 25.)

11. Submetering Responsibility. Submetering and Non-Submetering by Master Metered Accounts may
be allowed in the Corporation’s water distribution or sewer collection system provided the Master
Metered Account customer complies with the Texas Commission on Environmental Quality Chapter
291, Subchapter H rules pertaining to Submetering. The Corporation has no jurisdiction or
responsibility to the tenants; tenants receiving water under a Master Metered Account are not
congidered customers of the Corporation. Any interruption or impairment of water service to the
tenants 1s the responsibility of the Master Metered Account Customer. Any complaints regarding
submetering should be directed to the Texas Commission on Environmental Quality.

Approved: Febmary 11, 2020 7
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NOTE: The system should check with the Master Metered Account Customer to:
1. See if they have registered with the TCEQ, (Texas Water Code Chapter 13 Subchapter M.)

2. See that they do not charge their tenants more than the total amount of charges billed. 1f the
aggregate bill is greater than the Corporation’s charge, the Master Metered Account Customer is
considered by the TCEQ to be a separate Public Water System and will be required to comply
with all TCEQ regulations.

3. Protect the System’s CCN. Should the Master Metered Account Customer continue to violate
these or other State regulations, the Corporation will need to request a Cease and Desist Order
from the TCEQ. (Texas Water Code Section 13.252 and 30 TAC Section 291.118)

12. Prohibition Against Resell of Water. The meter and/or sewer connection is for the sole use of the
Member or customer and is to provide service to only one (1) dwelling or one (1) business. Extension
of pipe(s) to share or resell water to any other persons, dwellings, businesses, or property, etc., is
prohibited.

Approved: Febmary 11, 2020 8
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SECTION C. DEFINITIONS

Active Service — The status of any Member receiving authorized service under the provisions of this
Tariff.

Applicant — A person, partnership, cooperative corporation, corporation, agency, public or private
organization of any type applying for service with the Windermere Oaks Water Supply Corporation. A
person must have reached age of majority (18) in Texas to apply for service. (Section 129.001, Civil
Practice & Remedies Code)

Base Rate — The monthly charge assessed each Member/Customer for the opportunity of receiving
service. The Base Rate is a fixed rate based upon the meter size as set forth in the equivalency chart in
Section G.

Board of Directors — The governing body elected by the Members of the Windermere Oaks Water
Supply Corporation that 1s vested with the management of the affairs of the Corporation. (Section
22.001(1), Texas Business Organizations Code)

Bylaws — The rules pertaining to the governing of the Windermere Oaks Water Supply Corporation
adopted by the Corporation Members. (Section 22.001(2), Texas Business Organizations Code)

Certificate of Convenience and Necessity (CCN) — The authorization granted under Chapter 13
Subchapter G of the Texas Water Code for Windermere Oaks Water Supply Corporation to provide
water and/or sewer utility service within a defined territory. Windermere Oaks Water Supply
Corporation has been issued Certificate Number 12011. Territory defined in the CCN shall be the
Certificated Service Area. (See Tarff Section D. Certificated Service Area Map)

Corporation — The Windermere Qaks Water Supply Corporation. (Section B. 1 of this Tarift)

Developer — Any persen, partnership, cooperative corporation, corporation, agency, or public or private
organization who subdivides land or requests two (2) or more water or sewer service connections on a
single contiguous tract of land [as defined in Section 13.2502 (e)(1) of the Texas Water Code].

Disconnection of Service — The discontinuance of water or sewer service by the Corporation to a
Member/Customer.

Easement — A private perpetual dedicated right-ot-way for the installation of water and or sewer
pipelines and necessary facilities which allows access to property for future operation, maintenance,
facility replacement, facility upgrades, and/or installation of additional pipelines (if applicable) for both
service to an Applicant and system-wide service. This may also include restrictions on the adjacent area
to limit the installation of sewer lines or other facilities that would restrict the use of any area of the
easement. (See Sample Application Packet, Form-RUS-TX 442-8 (Rev. 6-06) or Form RUS-TX 442-9
(Rev. 6-06)) The easement will be filed 1n the real property records of the appropriate county or
counties.

Equity Buy-In Fee — Each Applicant for new service where a new service tap is necessary shall be
required to achieve parity with the contributions to the construction of the Corporations facilities

Approved: Febmary 11, 2020 g



Exhibit D

Section C

capacity that have been made previously by existing Members. This fee shall be assessed prior to
providing or reserving service on a per service unit basis for each property and shall be assigned and
restricted to that property for which the service was originally requested. (Taritf Section G. 5.)

Final Plat — A complete plan for the subdivision of a tract of land showing or referencing Local Tax
Appraisal Maps, access to public road(s), number and size of lots, location of dedicated water/sewer
easements, and location(s) of lakes, streams, or rivers through the property. The Windermere Oaks
Water Supply Corporation shall determine if a plat submitted for the purpose of this Tanff shall qualify
as a final plat. For purposes of evaluating Subdivision service requests under Section F. the Corporation
may accept preliminary plats or plats awaiting final approval pending execution of agreement tor service
by the Corporation.

Hazardous Condition — A condition that jeopardizes the health and welfare of the Members/Consumers
of the Corporation as determined by the Corporation or regulatory authority.

Indication of Interest Fee — A fee paid by a potential Member of the Corporation for the purpose of
determining the feasibility of a construction and /or expansion project. The Indication of Interest Fee
may be converted to a Membership Fee upon determination that service to the Applicant 1s teasible and
available. This also applies to applicants applying for, or receiving, Temporary Service. (Tariff Section
E. 10 b, and Sample Application Packet - USDA RUS-TX Bulletin 1780-9 (Rev. 05/17))

Liquidated Membership — A Membership that has been canceled due to delinquent charges exceeding
the Membership Fee or for other reasons as specified in this Taritt.

Member — Any person, partnership, cooperative corporation, corporation, agency, or public or private
organization who holds a membership in the Corporation and who is a record owner of the property
served, that has qualitied for service and been certitied as a member in accordance with the
Corporation’s Tariff. (Texas Water Code Section 13.002(11), Texas Water Code Section 67.016(d))

Membership — A non-interest bearing stock or right of participation purchased from the Corporation
evidencing a Member’s interest in the Corporation. (See Taritf Section E. 10 b and Texas Business
Organizations Code Sections 22.151(c))

Membership Fee — A fee qualified as such under the terms of the tariff and the bylaws of the
Corporation assigned to the real estate designated to receive service. The membership fee shall be
refundable upeon termination of service and surrendering the Membership. The membership fee cannot
be more than 12 times the minimum monthly base rate. (30 TAC Section 291.3(25) Definitions, Texas
Water Code Section 13.043(g))

Proof of Ownership — For the purpose of this tariff, applicants for service and membership shall
provide proof of ownership of the real estate to be served by deed of trust, warranty deed, or other
recorded documentation. (See Texas Property Code, Title 3, Chapter 12, Section 12.001 and 12.0011)

Public Utility Commission of Texas (PUCT) State regulatory agency took jurisdiction in 2014 over the
rates charged, areas served, and customer service policies followed by water supply or sewer service
corporations. PUCT does not have jurisdiction over retail rates of water supply corporations and only
has appellate jurisdiction it 10% of customers protest the rate. PUCT does not require water supply
corporations to notify their customers of rate changes. Tariff 1s to be filed with TCEQ.

Approved: February 11, 2020 10
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Rural Utilities Service (RUS) — An agency of the United States Department of Agriculture Rural
Development Mission Area that provides loan and grant funds for development of rural water and sewer
systems serving communities with a population of less than ten thousand (10,000) people.

Renter — A consumer who rents or leases property from a Member or who may otherwise be termed a
tenant. (See Taritf Section E. 11.)

Re-Service — Providing service to an Applicant at a location for which service previously existed and
where there is an existing setting for a meter. Costs of such re-servicing shall be based on justifiable
expenses in connection with such re-servicing. (See Tarift Section E. 7. b., and Section [
Miscellaneous)

Seasonal Reconnect Fee — The fee charged for resumption of service at a location where the member
has voluntarily suspended service, in a written request, for a period of time not exceeding nine months
within a twelve month period. The fee is based on the total months for which service is suspended
multiplied by the amount of the monthly minimum fee the Corporation charges active customers.

Service Application and Agreement — A written agreement between the Member/Applicant and the
Corporation defining the specific type of service requirements requested on the current service
application and agreement form, and the responsibilities of each party required before service is
furnished. (See Sample Application Packet RUS-TX Bulletin 1780-9 (Rev. 05/17) or Nen-Standard
Service Contract)

Service Investigation Fee — A fee for costs associated with determining if service is available and
determining cost of service. (See Tariff Section F.4., F. 5. G. 1. & I Non-standard application &
contract)

Service Unit — The base unit of service used in facilities design and rate making. For the purpose of this
Tariff, a service unitis a 5/8” X 3/4” water meter. Sewer facilities are designed and rates are based on
the basis of population served or demand. (See Tarift Section G.2., G5, G. 7))

Subdivide — To divide the surface area of 1and into lots or tracts. (Texas Local Government Code
Section 232.021(11) Definitions, Texas Water Code Section 13.2502(e)(1))

Subdivider — An individual, firm, corporation, or other legal entity that owns any interest in land and
that directly or indirectly subdivides land into lots as a part of a common promoetional plan in the
ordinary course of business. (Texas Local Government Code Section 232.021(12) Definitions)

Subdivision — An area of land that has been subdivided into lots or tracts. (Local Government Code
Section 232.021(13) Definitions)

Tariff — The operating policies, service rules, service extension policy, service rates, water use
restriction policies, sample application packet, and miscellaneous transaction forms adopted by the
Board of Directors. A copy of this Board approved tariff is on file at the Corporation office and as
required by law at the State office of the TCEQ.

Temporary Service — The classification assigned an applicant that is in the process of construction.
This could alsc apply to service for uses other than permanent (agricultural, road construction, drilling,
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livestock, etc.). The Board will set the length of time associated with this classification. This
classification will change to permanent service after requirements in Tarift SectionE. 1, E. 2, E. 3, E. 6,
E.7, E.10 are met.

Texas Commission on Environmental Quality (TCEQ) — State regulatory agency having jurisdiction
of Non-Profit Water and Sewer Service Corporations over drinking water and sewer rules and
regulations, water rights and permits, water quality, conservation and water use reports.

Transferee — An Applicant receiving a Windermere Oaks WSC Membership by legal means from a
person or entity desiring to forfeit and transter current rights of Membership to another person or entity.
(See Taritf Section E. 10 ¢., Miscellaneous Transaction Forms, Texas Water Code Section 67.016)

Transferor — A Member who transfers Membership by legal means to another person or entity desiring
to qualify for service at a property for which the Membership is currently issued or to the Corporation.
(Texas Water Code, Section 67.016)

Usage — Amount billed or to be collected based on the meter reading.

Water Conservation Penalty — A penalty that may be assessed under Section H of this Tarift to

enforce customer / member water conservation practices during drought contingency or emergency
water demand circumstances. (Texas Water Code Section 67.011 (b)).
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SECTION D. GEOGRAPHIC AREA SERVED
MAP OF WATER CERTIFICATE OF CONVENIENCE AND NECESSITY (CCN) AREA

&
wa
Public Utility Commission
of Texay
B Piiens Pnasits fhe B Bmws T AN (st
Windermere Dalis Water Supply
Corporation
©eriiflcme o snorvniiney el Sevvity Na (0011
et Gy 6 Bl e U ey el e o 4
P St W S 4 e oy 4 B Wi Thie Vo Tuad
—— ) — . el t B - B
(R——— - - 1l
Whndermere Oaks WS

Vistur CCN Ko 12011
PUC Docks! No. 48438
Amesded CCN Mo 12011 & Bt County

=]
wan

¢ _an s
Water CCN i
12011 - Windermes Osis WSS

—

I 13327 - Conn Uisss Tasan inc e R P
I ——— B :--——a:—--—u
e — Pkt T - ee——
1 —-———— e

Approved: February 11, 2020 13



Exhibit D
Section D

MAP OF SEWER CERTIFICATE OF CONVENIENCE AND NECESSITY (CCN) AREA
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SECTION E. SERVICE RULES AND REGULATIONS

1. Service Entitlement. The Applicant(s) shall be considered qualitied and entitled to
water and/or sewer utility service when proper application has been made, terms and
conditions of Service and Membership have been met and continue to be met, and all
fees have been paid as prescribed. (30 TAC 291.85(a))

2. Service Location and Classification. For the purposes of this Tarift, service
requested by the Applicant(s) shall be for real estate designated to receive the service
provided by the Corporation. Service shall be through a meter or sewer tap located
on that designated real estate unless otherwise approved by the board. Service shall
be divided into the following two classes:

a. Standard Service is defined as service on a specific property designated to
receive service on an existing pipeline where pipeline or service facility
extensions are not required and special design and/or engineering
considerations are not necessary. Typically, this would include 5/8” X 3/4” or
3/4” sized water meter services set on existing pipelines, pressure collection
tacilities installed or connected to collection lines no more than five feet in
depth.

b. Non-Standard Service is defined as any service request which requires a
larger meter service, service to a Master Metered Account (E. 8) or an
addition to the supply, storage and/or distribution/collection system. The
service requirements as prescribed by Section F of this Tariff shall be required
of the Non-Standard Service Applicant prior to providing service.

3. Service Requirements. The Corporation’s Service Application and Agreement Form
shall be completed in full and signed by the Applicant(s). Where applicable in
addition to the applicant any other person sharing an ownership interest in and
receiving service at that property shall sign the Service Application and Agreement
Form; however, even if the spouse or other person sharing an ownership interest does
not sign the Service Application and Agreement Form, they are still responsible tor
all terms set forth therein, and for any debt obligation related to the account. (See
Sample Application RUS-TX Bulletin 1780-9 (Rev. 05/17))

a. A Right-of-Way Easement Form, Sanitary Control Easement, or other such
easement torm, required by the Corporation, must be completed by the
Applicant for the purpose of allowing future facility additions. (See Sample
Application - RUS-TX Bulletin 1780-9 (Rev. 05/17), 30 TAC 290.47
Appendix C.) NOTE: This requirement may be delayed for Non-Standard
Service requests.

b. The Applicant shall provide proof of ownership to property for which service
has been requested in a manner acceptable to the Corporation. Proof of
ownership shall consist of warranty deed, deed of trust or other recordable
documentation of title to the real estate designated to receive service. (Texas
Water Code Sections 67.016 (e), and 13.002 (11)).

¢. On the request by the property owner or owner’s authorized agent, the
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Corporation shall install individual meters owned by the Corporation in an
apartment house, manufactured home rental community, multiple use facility,
or condominium on which construction begins after January 1, 2003, unless
the Corporation determines that installation of individual meters is not
teasible. If the Corporation determines that installation of meters is not
feasible, the property owner or manager shall install a plumbing system that 1s
compatible with the installation of submeters or individual meters. The
Corporation shall be entitled to the payment of costs, including the costs of
individual meter installations, as provided in Section G. The cost of
individual meter installation shall be prepaid by the property owner as well as
the cost of any additional facilities or supply occasioned by the total
water/sewer service demand represented by full occupancy of the property, as
determined under applicable provisions of Section F. It shall be the
responsibility of the property owner to obtain the memberships required for
each individual meter.

d. Notice of application approval and costs of service determined by the
Corporation shall be presented to the Applicant in writing and shall remain in
effect for a period not to exceed thirty (30) days. After that time the Applicant
must re-apply for service. (30 TAC 291 .81¢a)(1))

e. If the water main has been located in the public right-of-way and is adjacent to
Applicant’s property due to the current or previous landowner’s retusal to
grant easement to the Corporation for the purpose of installing the water main
and appurtenances, and the Corporation has documentation of such refusal,
the Applicant, prior to receiving the requested service, shall grant easement
required under this Taritf and in addition to the normally required fees for
new customer service, shall pay such sums as are reasonably necessary to cap
the existing line in the ROW and construct the appropriate line or lines within
that easement tor the Corporation’s system-wide service. (see Miscellaneous
Transaction Forms)

Line Extension Reimbursement. — An approved Applicant may have to pay on a
prorated basis a line reimbursement fee to the Corporation for the purpose of
reimbursing a member or other party that made the capital outlay to extend service to
that area. (See Miscellaneous Transaction Forms)

Ownership of equipment. All water meters and equipment and materials required to
provide water or wastewater service to the point of customer connection; water meter
or service tap, is the property of the Corporation upon installation, and shall be
maintained by the water system only.

Requirements for Mandatory Sewer Connection. — Effective May 19, 1997, the
installation of any private on-site wastewater treatment or heolding facility on property
within the Corporation’s certificated service area which 1s less than 300 feet (measured
trom boundary line of the property to the nearest point of the Corporation’s wastewater
collection system along a public-right-of-way or utility easement) is prohibited and
service to any such property will be provided by the Corporation. (Nete: This does not
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apply to any person who has installed an on-site wastewater holding or treatment facility
if that on-site facility was installed prior to construction and operation of the
Corporation’s wastewater collection system within 300 feet of the property or prior to the
etfective date stated herein.) Any costs for connection to the Corporation’s wastewater
collection system in excess of the standard costs required under Section G must be paid
for by the wastewater service applicant. The Corporation must review and approve plans
and specifications for any connection prior to construction (Texas Water Code Section
49.234).

7. Activation of Standard Service.

a. New Tap — The Corporation shall charge a non-refundable service installation fee
as required under Section G of this tariff. The service installation tee (Tap Fee)
shall be quoted in writing to the Applicant. Any debt owed to the Corporation and
all fees shall be paid in advance of installation. (30 TAC 291.86 (a)(1)(A))

b. Re-Service — On property where service previously existed, the Corporation shall
charge the Membership Fee (where the Membership Fee has been liquidated or
refunded), reconnection costs, any debt owed to the Corporation it the applicant is
the person that previously incurred those charges, seasonal reconnect fee, any
accumulated reserve service charge fees that have been entered on the 1nactive
account as monthly debits and other applicable costs necessary to restore service.
Performance of Work — All tap and equipment installations specified by the
Corporation shall be completed by the Corporation staff or designated
representative after all application requirements have been met. The tap for a
standard service request shall be completed within five (5) working days whenever
practicable, but not later than 10 working days. This time may be extended tor
installation of equipment for Non-Standard Service Request. (See Section F)

d. Inspection of Customer Service Facilities — The property of the
Applicant/Member shall be_inspected to insure compliance with state required
Minimum Acceptable Operating Practices For Public Drinking Water Systems as
promulgated by the Texas Commission on Environmental Quality or successor
agency. The customer must, at his or her expense, properly install, inspect, test,
maintain and provide all required documentation of any approved backtlow
prevention device required by the Corporation. (30 TAC 290.46()); Section I
Service Application and Agreement)

e

8. Activation of Non-Standard Service. Activation of Non-Standard Service shall be
conducted as prescribed by terms of Section F of this Tariff.

9. Changes in Service Classification. 1f at any time the Corporation determines that the
customer service needs changed from those originally applied tor to a difterent
service classification and the Corporation determines that additional or difterent
facilities are necessary to provide adequate service, the Corporation shall require the
Applicant/Member to re-apply for service under the terms and conditions of this
Tariff. Applicant/Members failing to comply with this provision shall be subject to
the Disconnection with Notice Provisions of this Tariff, Section E. 17.
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10. Membership.

a. Eligibility — Eligibility for Membership shall not guarantee service to the
Applicant or Transferee; however, qualification for service is a prerequisite to
Membership eligibility for new Applicants or continued Membership for
Transterees.

b. Membership - Upon qualification for service, qualification for Membership,
payment of the required fees, and any debt owed to the Corporation, the
Corporation shall certity the Applicant as a Member. The Membership shall
entitle the Member to one (1) connection to the Corporation’s water/sewer
utility service and one (1) share of Corporation Stock. The Membership
entitles the Member to one (1) vote in the election of directors and in such
other matters requiring the approval of the Corporation’s Members at any
Annual or Special Membership Meeting of the Corporation as prescribed by
the Corporation Bylaws. Ownership of more than one (1) Membership shall
not authorize the Member to cast more than one (1) vote at any annual or
special meeting. Each Membership and Stock thereby represented shall be
assigned to the specified parcel of land originally designated to receive service
at the time of application. (Texas Water Code Section 67.016) NOTE (1): In
the event that the Corporation is conducting a potential Members survey for
indications of interest in future service tor the purpose of determining the
feasibility of an initial construction or expansion project under RUS
guidelines (see Sample Application Packet), regular application procedures
may be moedified. An Indication of Interest Fee may be required prior to
qualifications for receipt of service by the Applicant but shall only be used or
applied as a Membership Fee for Membership purposes (upon issuance of a
Membership) 1f service 1s ultimately received or reserved by the Applicant as
a result of the planned project facilities. If service is not provided within the
scope of this project, Indication of Interest Fees shall be refunded, less
expenses, within sixty (60) days of the loan closing with the Rural Utilities
Service. NOTE (2): In the event the applicant is in the process of
construction the Membership will be considered TEMPORARY until such
time as the final Customer Service Inspection is completed and the torms are
returned as required. (See Section C Definitions, Section E.3, G.25, CSI
Certificate 1.31)

c. Transfers of Membership. — (Texas Water Code Section 67.016)

1) A Member is entitled to transfer Membership in the Corporation only
under the following circumstances:
(a) The Membership is transferred by will to a person related to the
Transferor within the second degree by consanguinity; or
(b) The Membership is transferred without compensation to a person
related to the Transferor within the second degree by consanguinity; or
(¢) The Membership is transferred without compensation or by sale to the
Corporation; or
(<) The Membership is transferred as a part of the conveyance of real
estate tfrom which the Membership arose.
2) In the event that Membership is transferred pursuant to the provisions of
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Subsection 10 c. (1) of this Section, such transfer shall not be completed
or recorded on the books and records of the Corporation until such time as
the transferor has provided satisfactory evidence to the Corporation of
such transter. A transfer of Membership shall be considered a new
application for service and is not binding on the Corporation until such
transfer has been approved as provided by Subsection 10 ¢. 3 of this
Section.

3) Qualitications for service upon transter of Membership set forth in
Subsection 10 ¢. (1) of this and 10 ¢. (2) of this Section shall be subject to
approval of the Corporation and shall be recorded on the books and
records of the Corporation only upon the following terms and conditions:

(a) The Transferee has completed the required Application Packet
including granting the Corporation with a private utility easement on
the form provided by the Corporation;

(b) The membership has not been fully or partially liquidated; and

(¢) The Transferee demonstrates satistactory evidence of ownership of
the property designated to receive service and from which the
Membership originally arose.

d. Cancellation of Membership — To keep a Membership in good standing, a
Base Rate must be paid monthly to the Corporation, whether or not water is
used. Failure to pay this monthly charge to the Corporation shall jeopardize
the Member’s Membership standing and give rise to liquidation of the
Membership Fee and forfeiture of the Membership. A Member may be
relieved of this obligation to pay by surrendering the Membership, properly
documented, to the Corporation. The Member shall also complete a Service
Discontinuance Request Form prior to termination of service. (See Misc.
Transaction Forms.) However, a Member 1s not relieved of any obligations
incurred prior to the date of surrender of a properly endorsed Membership
prior to termination of service. Rights to tuture service at this tap shall be
extended on an as-available basis and subject to the terms of the Activation of
Service Subsection E 10 d. of this Tariff. (Texas Water Code Section 67.016)

e. Ligquidation Due To Delinquency — When the amount of the delinquent
charges owed by the Member equals the Membership Fee, the Membership
Fee shall be liquidated and the Membership canceled and transferred back to
the Corporation. In the event the Member leaves a balance due on an account
guaranteed under the terms of a Service Application and Agreement, and the
delinquent Member owns more than one Membership, the Corporation may
liquidate as many of the Member Guarantor’s Membership Fees as necessary
to satisfy the balance due the Corpoeration, provided proper notice has been
given (see Taritf Section E, Subsection 10.e.). The Corporation shall collect
any remaining account balances by initiation of legal action. Re-instatement
of service shall be subject to the terms of the Activation of Service Subsection
E 7. of this Tanff.

f.  Cancellation Due To Policy Non-Compliance — The Corporation may
cancel a Membership anytime a Member fails to comply with policies of the
Corporation, including but not limited to Member’s failure to provide proof of
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ownership of the property from which the Membership arose. (Texas Water

Code Section 67.016)

g. Re-assignment of Canceled Membership.

1) The Corporation, upon cancellation of Membership under the provisions of
this Tarift, may re-assign the canceled Membership to a person or entity
that has legal title to the real estate from which the canceled membership
arose and for which water or sewer service is requested (Texas Water
Code Section 67.016). Membership will not be re-assigned unless the
person or entity that has legal title to the real estate has complied with the
corporation’s current rates, charges, and conditions of service, including
current membership fee, set forth in the tariff and service application
package.

2) The Corporation shall reassign a canceled Membership to a person or entity
that acquires the real estate from which the Membership arose through
judicial or nonjudicial foreclosure. The Corporation will require proof of
ownership resulting from the foreclosure and compliance with the
corporation’s current rates, charges, and conditions of service, including
current membership fee, set forth in the tariff and service application
package. In the event of foreclosure by a mortgage institution, the
Corporation may allow a property management company to acquire the
Membership if the management company provides written documentation
showing that the management company is legally responsible for the
management of the property and 1t 1s not feasible for the mortgage
institution to be the Member.

h. Mortgaging of Memberships — Nothing herein shall preclude a Member
from mortgaging his/her Membership. However, notification to the holder of
any security interest (mortgagee/lien-holder) of account status of
Member/mortgagor will be provided only upon satisfactory completion of
requirements for such conditions under the Membership Mortgage Agreement
(See Miscellaneous Transaction Forms). Prior to the cancellation of any
Membership as provided under Subsection E. 10.d. (Cancellation of
Membership), the Corporation will notify the holder of any security interest in
the Membership. The holder of the security interest also must hold a security
interest in the real property at which water service is provided under the
Membership. The Corporation may transfer the Membership to the holder of
such security interest in lieu of cancellation, provided the holder of the
security interest pays in full all delinquent and unpaid obligations and
provided further that the holder of the security interest has secured title to the
real property from which the Membership arose. The Corporation may
withhold cancellation of a Membership pending the resolution of any
toreclosure proceedings or similar legal proceedings by the holder of the
security interest.

1. Cancellation and Re-Assignment of Membership as a Result of
Bankruptcy Proceedings — Upon notice of the filing of a petition in
bankruptcy, the Corporation may require the posting of a deposit or other
form of security, acceptable to the Corporation, as a condition for continuing
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utility service. Unless special circumstances require otherwise, the amount of
security shall equal the amount of charges for the month of greatest use during
the preceding 12 months. The Corporation shall not require the payment of
any security prior to the expiration of 20 days following the date on which the
petition is tiled. Failure to provide this security by the date specified by the
Corporation may result in termination of service according to the
Disconnection with Notice Provisions of Section E. 17, of this Tanft, with a
copy of the notice to the bankruptcy Trustee.

j.  Cancellation and Re-Assignment of Membership as a Result of Divorce
(or Dissolution of Joint Tenancy) — The Corporation shall transfer the
membership to a spouse (or joint tenant) who has been awarded the property
designated to receive service. The Corporation must be provided adequate
documentation of the ownership rights ot the spouse (or joint tenant)
requesting transfer, such as final divorce decree, temporary court order, or
agreement. In no event shall any membership(s) be transferred if the
transferee does not otherwise meet the qualifications for membership and for
service.

11. Owners and Renfers. Any Member having complied with the requirements of this
Tariff, renting or leasing property designated to receive service according to the terms
of this taritf to other parties, is responsible for all charges due the Corporation. The
membership for rental or leased properties shall be in the name of the owner of the
property as required by this Tariff. The Corporation may bill the renter or lessee for
utility service (at Member Request) as a third party, but the Member will also be
copied on the billing and is fully responsible for any and all unpaid bills left by the
renter/lessee. The owner shall be required to sign an Alternate Billing Agreement if
the owner requests that the tenant be billed for utility service. (See Miscellaneous
Transaction Forms.) The Member shall take responsibility for any necessary deposits
from the renter/lessee to ensure payment of a past due bill.

If at any time the member requests that membership be canceled thereby
discontinuing service to an occupied rental property, the Corporation shall provide
written notice to the tenant(s) a minimum of five (5) days prior to the scheduled
disconnection date.

12. Denial of Service. The Corporation may deny service for any of the following
reasons:

a. Failure of the Applicant or Transferee to complete all application
requirements, including granting an easement, completing all forms, and
paying all required fees and charges.

b. Failure of the Applicant or Transteree to comply with rules, regulations,
policies, and bylaws of the Corporation.

c. Existence of a hazardous condition at the Applicant’s property which would
jeopardize the welfare of the Members/Users of the Corporation upon
connection.

d. Failure of Applicant or Transteree to provide representatives or employees of
the Corporation reascnable access to property, for which service has been
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requested;.

c. Failure of Applicant or Transferee to comply with all governmental rules and
regulations of the Corporation’s tariff on file with the state regulatory agency
governing the service applied for by the Applicant.

f. Failure of Applicant or Transteree to provide proof of ownership, to the

satisfaction of the Corporation, of property for which the tap has been

requested.

Applicant’s service facilities are known to be inadequate or of such character

that satistactory service cannot be provided.

h. Failure of Applicant or transferee to comply with applicable regulations for
on-site sewage disposal systems if the Corporation has been requested to deny
service by the TCEQ or the TCEQ’s designated representative under Chapter
3606 of the Texas Health and Safety Code.

t. Failure of the Applicant or Transferee to pay any previous outstanding
delinquent account(s) in full. This could be delinquencies resulting from the
same account location or other service location(s) within the system where the
Applicant or Transteree received service. (Also see E 10.)

99

13. Applicant’s or Transferee's Recourse. In the event the Corporation refuses to serve
an Applicant under the provisions of these rules, the Corporation must notify the
Applicant, in writing, on the basis of its refusal. The Applicant may file for an
appeal, 1n writing, with the Board of Directors of the Corporation.

14, Insafficient Grounds for Refusal of Service. The following shall not constitute
sutficient cause for the refusal of service to an Applicant:

a. Delinquency in payment for service by a previous member or occupant of the
premises to be served;

b. Failure to pay a bill to correct previous underbilling due to misapplication of
rates more than six (6) months prior to the date of application;

c. Violation of the Corpoeration’s rules pertaining to operation of non-standard
equipment or unauthorized attachments which interferes with the service of
others, unless the customer has first been notified and been afforded
reasonable opportunity to comply with said requirements;

d. Failure to pay a bill of another member or customer as guarantor thereof
unless the guarantee was made in writing to the Corporation as a condition
precedent to service,

e. Failure to pay the bill of another member or customer at the same address
except where the change of customer 1dentity 1s made to avoid or evade
payment of a utility bill.

15, Charge Distribution and Payment Application.
a. The Base Rate is for the billing period from the 21 day of the month to the
21* day of the following month. Charges shall be prorated for meter
installations and service termination’s falling during the billing period.
Billings for this amount shall be mailed on or about the 30" of the month and
shall be due and payable upon receipt. All services shall be subject to this
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charge whether or not the service is in use by the Member.

b. Gallonage Charge shall be billed at the rate specified in Section G and billing
shall be calculated 1n one hundred (100) gallon increments. Water charges are
based on monthly meter readings and are calculated trom reading date to
reading date. Readings used in all billing calculations shall be taken by the
Corporation’s employees or designated representative.

c. Posting of Payments — All payments shall be posted against previous
balances and late tees prior to posting against current billings.

d. Forms of Payment: The Corporation will accept the following forms of
payment: cash, personal check, cashier’s check, money order or an electronic
format approved by the Board of Directors. The Corporation will not accept
two-party checks, paychecks, or any other instrument of payment that is not
made out to the Corporation.

16. Due Dates, Delinquent Bills, and Service Disconnection Date.

a. The Corporation shall mail all bills on or about the 30® day of the month. All
bills are considered the responsibility of each person signing the Service
Application and Agreement Form. All bills shall be due and payable upon
receipt and are past due beyond the date indicated on the bill (allowing
approximately fifteen (15) days to pay), after which time a penalty shall be
applied as described in Section G. A bill is delinquent if not paid on or betore
the past due date. Payments made by mail will be considered late if
postmarked after the past due date. After the past due date a final notice shall
be mailed outlining disconnection of service. Ten days after the mailing of the
final notice (as postmarked with the U.S. Postal Service) WOWSC service
will be disconnected if payment has not been received. If the past due date tor
the regular or final billing 1s on a weekend or holiday, the past due date for
payment purposes shall be the next day the Corporation office is open for
business after said weekend or holiday. For all disputed payment deadlines,
the date postmarked on each bill will determine the beginning of each billing
cycle or final notice mailings.

b. The board of directors or general manager may elect to not charge a late fee or
disconnect fee in accordance with this Tariff during or after the occurrence of
a natural disaster or other incident that impacts the property of members or
interrupts the management and operation of the system.

c. -All insufficient fund checks, accounts closed or money orders that have had a
“stop payment order” issued for payment of a water bill will be deemed
delinquent as it no payment was received and the meter is subject to
disconnection with notice on the regular disconnection day.

17, Rules for Disconnection of Service. The tollowing describes the rules and

conditions for disconnection of service. Notwithstanding any language to the
contrary in the Service Application and Agreement Form, the Corporation may only
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