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AGENDA
RED RIVER GROUNDWATER CONSERVATION DISTRICT
BOARD OF DIRECTORS BOARD MEETING
GREATER TEXOMA UTILITY AUTHORITY BOARD ROOM
5100 AIRPORT DRIVE
DENISON, TEXAS 75020
THURSDAY, SEPTEMBER 27, 2018

Show Cause Hearing

The Show Cause Hearing will begin at 10:00 a.m.

Notice is hereby given that the Board of Directors of the Red River Groundwater Conservation District
(“District”) will hold a show cause hearing and may discuss, consider, and take all hecessary action
regarding the subject matter of the hearing.

Agenda:

1. Call to Order, declare hearing open to the public, and take roll.

2. Conduct Show Cause Hearing under District Rule 9.6 on the following for alleged violations of District
Rules; discuss, consider, receive testimony, and take appropriate action, including without limitation
authorizing the District to initiate a civil lawsuit to enforce compliance with the District Rules, including
recovery of civil penalties, costs, and attorney’s fees, and all other appropriate legal and equitable relief:

A. Buena Vista Turf Farm, LLC, 330 Oaks Trail Ste 100, Garland, TX 75043

3. Adjourn or continue show cause hearing.

Board Meeting

The regular Board Meeting will begin at 10:05 a.m. or upon adjournment of the show-cause hearing,
whichever is earlier.

Notice is hereby given that the Board of Directors of the Red River Groundwater Conservation District
(“District”) may discuss, consider, and take all necessary action, including expenditure of funds,
regarding each of the agenda items below:

Agenda:

1. Call to order, establish quorum; declare meeting open to the public,

2. Public Comment.



3. Consider and act upon approval of Minutes of July 31, 2018, Board Meeting.
4. Review and approval of monthly invoices.

5. Receive monthly financial information.

6. Consider and act upon 2017 Audit.

7. Consider and act upon Engagement Letter for Audit Services for Fiscal Year Ending December 31,
2018.

8. Discussion and possible action on a Fund Balance Policy.

9. Update and possible action regarding the process for the development of Desired Future Conditions
(DFCs).

10. Consider and act upon compliance and enforcement activities for violations of District Rules.
a. Buena Vista Turf Farm, LLC

11. General Manager’s report: The General Manager will update the Board on operational, educational
and other activities of the District.
a. Database Update
b. Disposal/Injection Well Monitoring Program

12. Receive presentation regarding permanent rules development and review draft of rules.
a. Consider and act upon action items for rules development

13. Open forum / discussion of new business for future meeting agendas.

14. Adjourn.

The Board may vote and/or act upon each of the items listed in this agenda.

At any time during the meeting or work session and in compliance with the Texas Open Meetings Act,
Chapter 551, Government Code, Vernon’s Texas Codes, Annotated, the Red River Groundwater
Conservation District Board may meet in executive session on any of the above agenda items or other
lawful items for consultation concerning attorney-client matters (§551.071); deliberation regarding real
property (§551.072); deliberation regarding prospective gifts (§551.073); personnef matters (§551.074);
and deliberation regarding security devices (§551.076). Any subject discussed in executive session may be
subject to action during an open meeting.

? Persons with disabilities who plan to attend this meeting, and who may need assistance, are requested
to contact Velma Starks at (800) 256-0935 two (2) working days prior to the meeting, so that
appropriate arrangements can be made.

*For questions regarding this notice, please contact Velma Storks at (800) 256-0935, at
rrgcd@redriverged.org or at 5100 Airport Drive, Denison, TX 75020.
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MINUTES OF THE BOARD OF DIRECTORS’ BOARD MEETING
RED RIVER GROUNDWATER CONSERVATION DISTRICT

TUESDAY, JULY 31, 2018

GREATER TEXOMA UTILITY AUTHORITY
BOARD ROOM
5100 AIRPORT DRIVE
DENISON TX 75020

Members Present: Mark Gibson, Harold Latham, Mark Newhouse, Mark Patterson, David Gattis,
Chuck Dodd and Billy Stephens

Members Absent: None

Staff: Drew Satterwhite, AHlen Burks, Paul Sigle, Wayne Parkman, Debi Atkins, Theda
Anderson, Carolyn Bennett, and Velma Starks

Visitors: James Beach, WSP
Kristen Fancher, Fancher Legal
John Faulkner, Faulkner & Son
William Linn, City of Leonard
Terry McCalpin, City of Leonard
Bill Purcell, Citizen of Fannin County
Terry Schuck, Citizen of Fannin County

Board Nieeting
1. Call to order, establish guorum; declare meeting open to the public.

President Patterson called the mesting to order at 9:00 a.m., established a guorum was present,
and declared the meeting open to the public.

2. Public comment
No public comments.

3. Receive presentation regarding permanent rules development.
a. Consider and act upon action items for rules development

James Beach reviewed with the Board evaluation of spacing based on Cooper-Jacob formula 2%
impact allowed after 2 days pumping, (same as North Texas GCD); variance requests reviewed hy
staff and board; and the options of having 1 or 2 formulas for spacing.

Mark Newhouse made the motion for one rule to be adopted for 2% impact/2 days pumping.
Chuck Dodd seconded the motion. Motion passed unanimously.

Kristen Fancher reviewed with the Board the language options to be added to existing rules
pertaining to flow restriction devices and the need to measure flow at well head. Suggested



Board of Director Meeting Minutes
July 31, 2018
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language will be provided to the Board for review. The Board discussed production fees and
decided to keep the fees based on actual production and reported quarterly. The other items
discussed included additional language for fines when a permittee produces over permitted
amount, how to amend permitted amount, emergency permit process, and application fees going
forward. Kristen Fancher, District Attorney, will put together a rules language package for the
board to review.

Consider and act upon approval of Minutes of May 17, 2018, Board Meeting.

Board Member David Gattis made a motion to approve the minutes of the May 17, 2018 meeting.
The motion was seconded by Board Member Mark Newhouse. The mation passed.

Review and approval of monthly invoices.

General Manager Satterwhite reviewed the monthly invoices with the Board of Directors. Board
Member Billy Stephens made a motion to approve Resolution 2018-07-31-01. Board Member Mark
Gibson seconded the motion. Motion passed unanimously.

Receive monthly financial information.

General Manager Satterwhite reviewed the monthly financial information with the Board.

Budget and Finance

d.

Consider and act upon 2019 Operating Budget

General Manager Drew Satterwhite provided background information for the Board. The
Board has established the practice of trying to adopt a budget and rate schedule as early
as possible. The District’s fiscal year is based on a calendar year from January 1% through
December 31%, while many of the groundwater producers who pay production fees
operate on a fiscal year that begins October 1% through September 30™. For this reason,
the Board has attempted to establish production fees as early as possible in the budget
planning process.

The Budget Committee (Mark Patterson, Mark Gibson and Mark Newhouse) have
reviewed the proposed 2019 budget.

After a discussion, Board Member David Gattis made the motion to accept the 2019
budget. Board Member Mark Newhouse seconded the motion. The motion passed
unanimously.

Consider and act upen 2019 Greundwater Praduction Fee and Fee Schedule

After a discussion, Board Member Gattis made a motion to accept the fee schedule with
no changes, motion failed due to lack of a second. Board Member Newhouse made a
motion to increase the fee by 1 cent per 1,000 gallons, motion failed due to lack of a
second. After further discussion, Board Member Gibson made a motion to keep the fee at
7 cents per 1,000 gallons at this time. Board Member Gattis seconded the motion.
Motion passed unanimously.

Discussion and possible action on District's Fund Balance Policy
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The Board decided to table the District’s Fund Balance Policy for discussion at a future
meeting.

Receive Quarterly Investment Report

General Manager Satterwhite presented the Quarterly Investment Report to the Board.

Receive Quarterly Report on Management Plan.

General Manager Satterwhite reviewed the Quarterly Report with the Board, reporting that there
were 810 registered wells in the District and 131 well inspections were done.

Update and possible action regarding the process for the development of Desired Future

Conditions (DFCs).

General Manager Satterwhite reported no action has occurred regarding the next DFC process.
GMA-8 met on June 27, 2018 and the agenda primarily addressed administrative items. RFQs for
Administrative and Technical consultant will be sent out. The next DFC deadline is May 2021.

Consider and act upon compliance and enforcement activities for violations of District Rules.

d.

Texas Rain Holding Co. lawsuit

Kristen Fancher reported that Texas Rain Holding Co. has not responded within the 90
days they were given. The next step is to file for court process action. The Board agreed
that the process should continue.

Buena Vista Turf Farm, LLC

General Manager Satterwhite informed the Board that Buena Vista Turf Farm, LLC did not
respond. Kristen Fancher stated that the next step is a show cause hearing to be held at
September Board meeting.

General Manager's Report: _The General Manager will update the Board on operational,

educatignal and other activities of the District.

d.

Discussion and potential action on a potential sampling program

Paul Sigle presented reports on contaminant limits. The Board suggested letters be sent
to well owners in the area identified by staf so that they are aware of possible
contaminants and can decide if they want to test their wells.

Discussion and possible action on a potential award program

Paul Sigie presented his rasearch to the Board on what water consumption and lass data
is available through the District, TWDB, and TCEQ. The conclusion to the discussion with
the Board was that there is not enough information to recommend 3 program. The
general idea of the program ideas were to promote water conservatjon.

Open Querum/discussion of future agenda items.

Kristen Fancher is to put together the language for the rule decisions and present it to the Board at
the September 27, 10 a.m. meeting.
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Adjourn.

President Patterson declared the meeting adjourned at 11:32 a.m.

B R B S R R S R B B R B

Recording Secretary Secretary-Treasurer






RESOLUTION NO. 2018-09-27-01

A RESOLUTION BY THE BOARD OF DIRECTORS OF THE RED RIVER GROUNDWATER
CONSERVATION DISTRICT AUTHORIZING PAYMENT OF ACCRUED LIABILITIES FOR THE MONTH
OF AUGUST

The following liabilities are hereby presented for payment:

Administrative Services Amount
GTUA - July 11,943.46
GTUA - August 27,228 41
Advertising

Herald Democrat - Water conservtion tips 146.50
Contract Services

WSP USA - July 4,476.50
IT Nexus - Sept 2018 600.00
Disect Costs

Bruce Stidham Tax Assessor - Tags for Ford 150 7.50
NexTraq - July 2018 GPS tracking 3095
Legaij

Law Offices of Kristen Fancher, PLLC July 4,342 46
Law Offices of Kristen Fancher, PLLC August 4,593.20
Software Maintenance

Intera - Phase 2 system development through July 4,178.09
GRAND TOTAL: $ §57,657.07

NOW THEREFORE BE iT RESOLVED BY THE BOARD OF DIRECTORS OF THE RED RIVER
GROUNDWATER CONSERVATION DISTRICT THAT the Secretary-Treasurer is hereby authorized to
make payments in the amounts listed above.

On motion of and seconded by , the foregoing
Resolution was passed and approved on this, the 27th day of September, 2018 by the following vote:
AYE:
NAY:

At a meeting of the Board of Directors of the Red River Groundwater Conservation District.

President

ATTEST:

Secretary/Treasurer
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8/14/2018 2:56pm

00-01-10001
00-01-10010
00-01-10025
00-01-10026
00-01-10031
00-01-10101
00-01-10200

00-01-23100
00-01-23150

00-01-35100
00-01-35120

Red River Groundwater Conservation District

Balance Sheet

Page 1

For General Fund (00)
August 31, 2018
Assets

Checking Account 142,933.78

Investments-CD 200,000.00

Accounts Receivable 40,250.66

A/R Texas Rain Holding Co 2,600.00

A/R Buena Vista Turf Farms 600.00

Allowance for Uncollectible Accounts (1,530.00)

PP Expense 3,222 .48
Total 388,076.92
Total Assets $ 388,076.92 -

Liabilities and Fund Balance

Accounis Payabie ZB5,766.59

Deposits to be Refunded 9,100.00
Total 35,866.59
Total Liabilties 35,866.59

Fund Balance 73,0689.05

Current Year Excess of Revenue over Expenses 368,341.26
Total 441.410.31

Excess of Revenue Over Expenditures (89,199.98)
Total Fund Balances 352,210.33
Total Liabilities and Fund Balances $

388,076.92




Red River Groundwater Conservation District

9/14/2018 2:57pm Statement of Revenue and Expenditures Page 1
Revised Budget
For General Fund (00)
For the Fiscal Period 20118-8 Ending August 31, 2018
c:urren:l 0urrunt‘ Annual YTD: Rem;i_r_l_lﬁé_i
Account Number ! Budge Actual nget? Actual| Budget %,
Revenues
00-01-46002 GW Production Cost $ 0.00 % 350.89 % 325,000.00 $ 177,756.93 45.31%
00-01-46005 Late Fees 0.00 0.00 0.00 1,144.21 0.00%
00-01-46006 Violation Fees 0.00 0.00 0.00 600.00 0.00%
00-01-46007 Registration Fees 458.33 900.00 5,500.00 5,000.00 9.09%
00-01-46010 Well Drillers Deposit 0.00 0.00 0.00 {100.00) 0.00%
00-01-46100 Interest Income 208.33 0.00 2,500.00 249.64 90.01%
Total General Fund Revenues $ 666.66 $ 1,269.88 § 33300000 §  184,650.78 44.55%
Expenditures
00-01-77010 Administrative Cost $ 9,166.67 § 11,587.00 $ 110,000.00 $ 67,620.90 38.53%
00-01-77020 Advertising 0.00 146.50 1,000.00 148.50 85.35%
00-01-77027 Auditing 0.00 0.00 4,750.00 4.650.00 2.11%
00-01-77031 Banking Fees 0.00 0.00 100.00 0.00 100.00%
00-01-77032 Contract Services 5,683.33 5,076.50 68,200.00 28,767.70 57.82%
00-01-77035 Field Technician 6,666.67 10,280.50 80,000.00 48,145.50 39.82%
00-01-77040 Direct Cost 333.33 383.67 4,000.00 3,382.96 15.43%
00-01-77045 Field Permitting Specialist 2,500.00 3,182.00 30,000.00 23,228.00 22.57%
00-01-77450 Dues & Subscription 141.67 15.75 1,700.00 373.75 78.01%
00-01-77480 Equipment 0.00 381.11 2,000.00 471.94 76.40%
00-01-77500 Fees- GMAB 0.00 0.00 1,000.00 0.00 100.00%
00-01-77610 Fuel 0.00 94.61 0.00 228.81 0.00%
00-01-77810 Insurance 375.00 644.50 4,500.00 3,122.02 30.62%
00-01-77855 Internet Fees 541.67 0.00 6,500.00 3,182.14 51.04%
00-01-77970 Legal 2,916.67 4,593.20 35,000.00 32,747 49 6.44%
00-01-78010 Meetings and Conferences 250.00 58.76 3,000.00 2,637.67 12.08%
00-01-78030 Office Supplies 0.00 0.0 0.00 13.74 0.00%
00-01-78310 Rent 200.00 0.00 2,400.00 1,400.00 41.67%
00-01-78600 Software Maintenance 166.67 4,930.81 2,000.00 50,713.76 (2435.65%)
00-01-78750 Telephone 175.00 200.12 2,100.00 1,629.97 22.38%
00-01-78770 Transportation-Mileage 416.67 293.17 5,000.00 1,387.91 72.24%
Total General Fund Expenditures $ 29,533.35 § 4?,868.2(! $ 363,250.00 $ 273,850.76 24.61%
General Fund Excess of Revenues Over Expenditures  $ (28,386.69) {40,608.31) § (30,250.00) $ (89,199.98)
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RED RIVER GROUNDWATER
CONSERVATION DISTRICT
AGENDA COMMUNICATION

DATE: September 21, 2018
SUBIECT: AGENDA ITEM NO. 6

CONSIDER AND ACT UPON 2017 AUDIT

ISSUE

2017 Audit

BACKGROUND
Earlier this year, the Board engaged the services of McClanahan and Holmes, LLP, to undertake the 2017 audit

for the District.

The Audit is now complete and the auditors from McClanahan and Holmes, LLP plan to be in attendance at the
September Board Meeting to present the audit.

CONSIDERATIONS
If there are questions or concerns about the audit, the Board will have the opportunity to further discuss them

with the auditor.

STAFF RECOMMENDATIONS
The District Staff has reviewed the audit and have no guestions or concerns about the information contained in

the audit.

ATTACHMENTS
2017 Audit

PREPARED BY: RECOMMENDED BY:

Dehi Afkins, Finaricd Officer Drew Satterwhite, P.E., General Managerm
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RED RIVER GROUNDWATER CONSERVATION DISTRICT
Annual Financial Report
Year Ended December 31, 2017

Independent Auditors® Report
Management’s Driscession and Analysis

Basic Financial Statements:
Government-Wide Financial Statements;
Statement of Net Position
Statement of Activities

Fund Financial Statements:
Balance Sheet — Governmental Fund
Staternent of Revenues, Expenditures, and Changes in
Fund Balance —~ Governmental Fund

Notes to the Basic Financial Statements

Required Supplementary Information:
Budgetary Comparison Schedule

Independent Auditors® Report on Internal Control over Financial Reporting and
on Compliance mnd Other Matters Based on an Audit of Financial Statements
Performed In Accordance with Governmertt Auditing Stemdards

Number

10

11

16

17



McClanahan and Holmes, LLP

CERTIFIED PUBLIC ACCOUNTANTS
STEVEN W. MOHUNDRO, CPA 228 SIXTH STREET S.E.
GEORGE H. STRUVE, CPA PARIS, TEXAS 75460
ANDREW B. REICH, CPA P3-784-4316
RUSEELL P. WOOD, GPA FAX 903-754-4310
DEBRA J. WILDER, CFA
TEFFANY A, KAVANAUGH, CPA 304 WEST CHESTNUT
APRIL J. HATFIELD, CPA DENISON, TEXAS 75020
BD3-4B5-5070
FAX 903-455-5083
1400 WEST RUSSELL
BONHAM, TEXAS 75416
503-583-5574
FAX, 903-583-5453
INDEPENDENT AUDITORS' REPORT
Members of the Board
Red River Groundwater Conservation District
Denison, Texas

We have audited the accompanying financial statements of the governmenta! activities and the major fimd of the Red
River Groundwater Conservation District (the District), as of and for the year ended December 31, 2017, and the related
notes to the financial statements, which collectively comprise the District's basic financial statements as listed in the

table of contents.
Manmagement’s Responsibillty for the Financlol Statements

Management is responsible for the preparation and fair presentation of these tmancial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to frand or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our andit in
accordance with auditing standards generally accepted in the United States of America and the stendards applicable to
financia) andits contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonsble assurance about whether the financial

statements are free of material misstatement.

An audit involves performing procedures to obtzin andit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the anditors® judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to
design andit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectivepess of the entity’s internal control. Accordingly, we express no such opinion. An audit also inclndes
evaluating the appropriateness of accounting policies used and the reasonableness of significant account estimates made
by management, as well as evaluating the overall presentation of the financial statements,

We belisve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities and the major fund of the Red River Groundwater Conservation District as of
December 31, 2017, and the respective changes in financial position for the year then ended in eccordance with

accounting principles generally accepted in the United States of America.

1
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Members of the Board
Red River Groundwater Conservation District

Denison, Texas
Other Matters
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and
analysis and budgetary comparison information on page 15 be presented 10 supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financisl statements
in an appropriate operatiopal, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordence with anditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence 1o express an

opinion or provide any assurance,
Other Reporting Required by Government Anditing Standords

In accordance with Govermment Auditing Standards, we have also issued our report dated Jjupe 4, 2018, on our
consideration of the District’s intzrnal control over financia) reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of ternal comiral over finaneial reporiing and complisnce and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the District’s

internal control over financial reporting and compliance.

McClanafian and Holmes, LLEP

Certified Public Accountants

Bonbam, Texas
hme 4, 2018

2
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RED RIVER GROUNDWATER CONSERVATION DISTRICT
Management’s Discussion and Analysis
Year Ended December 31, 2017

The Red River Groundwater Conservation District (District) is pleased to present its financial statements. This required
supplementary information presents our discussion and analysis of the District’s financial performance during the year
ended December 31, 2017. Please read this section in conjunction with the besic financial stetements which follow this

section.

FINANCIAL HIGHLIGHTS

The District’s total net position was $462,465 at December 31, 2017.

During the year, the District’s expenses were $29,619 more than the $306,673 generated from groundwater
preduction fees and other revenues,

The General Fund presents a year end fimd balance of $413,663 at December 31, 2017,

OVERVIEW OF THE FINANCIAL STATEMENTS

In addition to this Management’s Discussion and Analysis, this report consists of R

Figure A-1, Required Components of
the Distriet’s Annwal Financial Report

government-wide financial statements, fund financial statements, and the notes to ’ = =g~ =
the financial statements. The first two statements are condensed and present & | Pampasser's Baaic  —
government-wide view of the District’s finances. The government-wide 2"‘"" oy 1 | “rormon”
statements are designed 1o be more corporate-like in that all activities are | sesfpue

consolidated into 2 total for the District. .

Basic Financial Statements P4 T

The Statement of Net Position focuses on resources available for futore
operations. In simple terms, the statement presents a snapshot of the ||®=mmerstadali  Fumd gy
assets of the District, the liabilities it owes, and the net difference. The Btoments
net difference is forther separated into amounts restricted for specific
purposes, if any, end unrestricted amounnts. The information presented
in this statement is reported on the accrual basis of accounting,

summuy <> Detal
The Statement of Activities focuises on gross and et costs of the
District’s programs and the extent to which such programs rely on general revenues. The statement summarizes
and simplifies the users analysis to determine the extent to which programs are self-supporting end/or

subsidized by general revenues.

Fund financial statements focus separately on individual ﬁmds, including essets liabilities and foel equity.
Separate revenues and expenditures analysis are presented to sach major fimd.

The notes to the financial statements provide additional disclosures required by governmental accounting
standards and provide information to assist the reader in understanding the District’s financial condition.



RED RIVER GROUNDWATER CONSERVATION DISTRICT
Management’s Discussion and Analysis (Continued)
Year Ended December 31, 2017

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)
Other Information

In addition to the basic financial statements end accompanying notes, this report also presents required snpplementary
information concerning the District's budgetary comparison schedule. Reguired supplementary informetion can be
found on page 16 of this report.

FINANCTAL ANALYSIS QF THE DISTRICT AS A WHOLE

Net position may serve over time as a useful indicator of & government’s financia! position, For the District, the total
combined net position was $462,465 at year end. A comparative condensed summary of the District’s statements of net

position is presented here;

Table A-1
Red River Groundwater Conservation District's Net Position
Total
Percentage
Change
__2017 2016 2016-2017

Assets:
Cash and Cash Equivalents $ 146,152 $ 196,201 -25.51%
Certificates of Deposit 210,000 210,000 0.00%
Receivables and Other Assets 102,214 87,562 16.73%
Capita} Agsets,

Net of Acenmulated Depreciation 48.802 22033 121.50%
Total Assets 507,168 515,796 ~1.67%
Lizbilities:

Curront Linbilities 44903 23712 88.52%
Total Current Liabilities 44.703 23.712 88.52%
Net Position:

Unrestricted 462 465 492 084 -6.02%
Total Net Position £ _462.465 3 492084 -6.02%

At year end, 70.2% of the District’s total assets were held in cash and cash equivalents and certificates of deposit, with
fees receivable and prepaid expenses representing 20.2%, and fixed assets representing 9.6%.

The District's lisbilities consist of accounts payable for items or services received during the year, but not paid out in
cash until after year end, as well as deposits to be refunded to drillers,

Unresiricted net position represents amounts available for future spending.



RED RIVER GROUNDWATER CONSERVATION DISTRICT
Management's Discussion and Analysis (Continued)
Year Ended December 31,2017

CHANGES IN NET POSITION

The District’s total revenues were $292,967 generated from Groundwater Production Fees assessed upon residents of the
District and $13,706 of other revenues.

The total cost of all services was $336,292, for third party administration of the program and legal services.

A condensed summary of the District’s statements of activities and changes in net position for the years ended December
31,2017 and 2016 is presented here:

Table A-2
Changes in Red River Gronndwater Conservation District’s Net Position
Total
Percentage
Change
2017 2016 2016-2017
(Gienera] Revenues:
Groundwater Production Fees $ 292,967 $ 302,528 -3.16%
Registration end Other Fees 10,706 11,459 5.57%
Interest Income 3,000 1.880 59.57%
Total Revenues 306,673 315,867 -2.91%
Expenses:
Adminjstration 300,570 242,129 24.14%
Legel 35,722 25.466 4027%
Total Expenses 336,292 267.595 25.67%
Increase (Decrease) in Net Position g (29615} $ 48272 -161.36%

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

The governmental funds of the District reported revenues of $306,673 during the year, with total expenditures of
$363,061.

BUDGETARY HIGHLIGHTS

The District’s Board of Directors adopted a final operating budget for the 2017 fiscal year, based on anticipated receipts
and expenditures (unaudited), prior to year end. The budget encompasses all the activities of the District, which would
normally include both revenues mnd expenditures. Total revenues were $23,827 below final budgeted amounts. Total
expenditures exceeded budgeted amounts by $31,561.



RED RIVER GROUNDWATER CONSERVATION DISTRICT
Maenagsment's Discussion and Analysis (Continued)
Year Ended December 31, 2017

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

Capital Assets amounted to $55,612, net of accumnlaied depreciation of $6,810 as of December 31, 2017, This
investment in capital assets includes a vehicle and software development in progress.

A summary of capital asset activity is shown in Note 1.E of the financial statements.

Debt

As of December 31, 2017, the District has not entered into any debt agreements. The District bas no outstanding long-
term debt at year end.

ECONOMIC FACTORS AND NET YEAR’S BUDGET AND RATES

The District adopted the next year's budget to provide for the developing nature of the services provided by the District,
which will increase over the current vear.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, investors, and creditors with a general overview of
the District’s finances and to demonstrate the District’s accovatability for the money it receives. If you have any
questions about this report or need additionat financial information, contact Drew Satterwhite, General Manager for the
District.



RED RIVER GROUNDWATER CONSERVATICN DISTRICT
Statement of Net Position
December 31, 2017

ABSETS
Current Assets
Cash and Cast Equivalents
Certificates of Deposit
Accomnts Receivable, Net of Allowance for Uncollectibles
of $1,530
Prepaid Expenses
Total Current Assets

Noncurrent Assets
Capital Assets Not Being Depreciated:
Scftware Development in Progress
Capital Assets, Net of Accumulated Depreciation:
Vehicle

Total Noncurrent Assets
Total Assets
LIABILITIES
Current Liabilities
Accounts Payable
Driller Deposits
Total Current Liabilities
Total Liabilities

NET POSITION
Unrestricted

Total Net Position

‘The notes to financial statements are an integral part of this statement.
7

Governmental
Activities

$ 146,152

210,000

98,962
3,252

458,366

31,576

17,226

48,802

507,168

38,103
6,600

44,703

44,703

462,465

3 462,465



RED RIVER GROUNDWATER CONSERVATION DISTRICT
Statement of Activities
Yeer Ended December 31, 2017

Net (Expense)
Revenue mnd
Changes in Net
Program Revenues Position
Operating
Charges for Grants and Governmental
Punctions/Programs Expenses Services Contributions Activities
Primary Govemment
Govermnmental Activities:
Administration s 300,570 b - $ - $ {300,570)
Legal 35,722 - - (35,72
Total Governmental Activities 336,292 - - (336,262}
Total Primary Government 5 336,292 $ - by - {336,202)
General Revenues:
Groundwater Production Fees 292,967
Registration and Other Fees 10,706
Interest Income 3,000
Totel General Revenues 306,673
Change in Net Position {29,619)

Net Position - Beginning (January 1)

Net Position - Ending (December 31)

The notes to financial statements are an integral part of this statement.
]

492,084

$ 462.465



RED RIVER GROUNDWATER CONSERVATION DISTRICT
Balance Shest - Governmental Fund
December 31,2017

General
Fund
ASSETS
Current Assets
Cash and Cash Equivalents L 145,152
Certificates of Deposit 210,000
Accounts Receivable, Net 98,962
Prepaid Expenses 3,252
Total Current Assets 458,366
Total Assets $ 458!366
LIABILITIES
Current Liabilities
Accounts Payable 3 38,103
Driller Deposits 6,600
Total Current Liabilities 44,703
Total Liabilities 44,703
FUND BALANCE
Unassigned 413,663
Total Fund Balance 413,663
Total Liahilities and Fund Balance $ 458,366
Amounts reported for governmentel activities in the statement of net position
are different because:
Fund Balance - Total Governmental Fund (above) $ 413,663
Capital essets used in government astivities ere not financial resources and
therefore are not reported in the funds. The cost of the assets is $35,612
and the accumulated depreciation is $6,810. 438,802
Net Position of Governmental Activities s 462,465

The notes to financial staternents are an integral part of this statement.
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RED RIVER GROUNDWATER CONSERVATION DISTRICT
Statement of Revennes, Expenditures, and Changes
In Fund Balance - Governmental Fund
Year Ended December 31, 2017

General
Fund
REVENUES
Groundwater Prouction Fees $ 292,967
Registration and Other Fees 10,706
Interest Income 3,000
Total Revenues 306,673
EXPENDITURES
Administration 295,763
Legal Fees 35,722
Capital Outlay:
Software Development 31,576
Total Expenditures 363,061
Excess (Deficiency) of Revenues over Expenditures {56,388)
Net Change in Fund Balance (56,388)
Fund Balance - Beginning (Jamuary 1) 470,051
Fund Balance ~ Ending (December 31) $ 413,663
Amounts reported for governmental activities in the statement of activities
re different because:
Net Change in Fund Balaoce - Total Governmental Fund (above) (56,388)
Governmenta] funds report capital sutlays as expenditnres. However, in the
statement of activities, the cost of these assats is allocated over their
estimated nseful lives and reported as depreciation expense, This is the
amount by which capitsl outlays ($31,576) exceeded dspreciation expense
($4,807) in the current year, 26,769
Change in Net Position of Governmental Activities § (29,619)

The notes to financial statements are an integral part of this statement.
10



RED RIVER GROUNDWATER. CONSERVATION DISTRICT
Notes to the Basic Financial Statements
December 31, 2017

1. Summary of Signifiemt Accounting Policics

The basic financisl statements of the Red River Groundwater Conservation District (District) have been
prepared in conformity with accounting principles gemerally accepted in the United States of America
(GAAP) applicable to govemmental units. The Governmental Accounting Standards Board (GASB}) is the
accepted standard setting body for establishing governmental accomnting and financial reporting principles.

A, Reporiing Entity

The Red River Groundwater Conservation District (District), is & political subdivision of the State of
Texas, created under the authority of Article XVI, Section 59, Texas Constitution, and operating
pursuant to the provisions of the Texas Water Code, Chapter 36, and Senate Bill 2497, Acts of the 81*
Texas Legislature, Regular Session, 2010. The District encompasses the Red River counties of Grayson
and Fannin. The Board of Directors (Board), a six member group constituting an on-going entity, is the
level of government which hes governance responsibilities over all activities within the jurisdiction of
‘the District. The Board is not included in any other governmental “reporting entity™ as defined in
Section 2100, Codification of Gow ental Accounting and i dards, since Board
members are appointed, have decision making authority, the power to designate management, the
responsibility to significantly influence operations, and primary accountability for fiscal matters.

As required by accounting principles generally accepted in the United States of Americs, the basic
financial statements of the reporting entity include those of the District (primary governmenf) and its
component units. There are no component units included in these basic financial statements.

B. Basis of Presentation — Basis of Accounting

Government-Wide Statements - The stetement of net position and the staiement of activities include the
financial activities of the overall government, except for fiduciary activities. Eliminations have been
made to minimize the double-counting of internal sctivities. Governmental activities generally are
financed through taxes, intergovernmental revenues, and other non-exchange tramsactions.

The statement of activities presents a comparison between direct expenses and program revenues for
each function of the District’s governmental activities. Direct expenses are those that are specifically
essociated with & program or fumction and therefore, are clearly identifiable to a particular fonction.
The District does not allocate indirect expenses in the statement of activities. Program revenues include
(1) fees, and other charges pald by the recipients of goods or services offered by the programs and (2)
grants and contributions that are restricted to meeting the operational or capital requirements of a
particular program. Revenues that are not classified as program revenues, ineluding texing entities
allocations and investments, are presernied as general revenues.

Fund Financial Statements — The fund financisl statements provide information about the District’s
funds, with separate statements presented for each fimd category. The emphasis of fund financial
statements is on major governmental funds, each displayed in a separate column. Any remaining
governmental funds are aggregated and reported as non-major funds.

1
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RED RIVER GROUNDWATER CONSERVATION DISTRICT
Notes to the Basic Financial Statements (Continued)
December 31, 2017

Summary of Significent Accounting Policies (Continued)

B. Basis of Presentation — Basis of Accomting (continued)

District accounts are organized on the basis of fumds, each of which is considered a separate accounting
entity. (Governmental resources allocated to indjvidual fimds are recorded for the purpose of carrying
on specific activities in accordance with laws, regulations or other appropriate requirements. The fund
types and fimds utilized by the District are describsd below:

Government fimd types inchide the following:
The General Fund is used to account for financiak resources nsed for general operating. This is &

budgeted fund and any fund balances are considered resources available for current operations. All
revenues and expenditures not required to be accounted for in other funds are accounted for in this fund.

. Mesasurement Focus — Basis of Accounting

Government-Wide Statements — These financial statements are reporied using the sconomic resources
measurement focus. The government-wide financial statements are reported vsing the accrual basis of
accounting. Revenues are recorded when eamed and expenses are recorded at the time liabilities are
incurred, regardless of when the related cash flows take place. Non-exchangs transactions, in which the
District gives {or receives), value without directly receiving (or giving) equal value in exchange,
including taxing entity allocations. Revenue from grants, entitlements, and donations are recopnized in
the fiscal year in which all eligibility requirements have been satisfied.

Fund Financial Statements — These financial statements are reported using the cmrrent financial
resources measurement focus and are accounted for using the modified accrual basis of accounting.
Under the modified accrual basis of accounting, revenues are recognized when susceptible to accrual;
i.e., when they become both measurable and available, “Measurable™ means the stmount of the
transaction can be determined and “available” memms collectible within the current period or soom
enough thereafter to be used to pay liabilities of the current period. The District considers revenues as
available if they are collected within 60 days afier year end. Expenditures are recorded when the related
find liability is incurred. However, debt service expenditures, as weil as expendittmes related to
compensated absences are recorded only when payment is due.

. Receivable and Paysble Balences

The District believes that sufficient detail of receivable and payable balances is provided in the financial
statements 10 avoid the obscuring of significant components by aggregation. Therefore, no disclosure is
provided which disaggregates those balances. The total accounts receivable balance is expected to be
collected within one year.

. Financial Staternent Amounts

Cash and Cash Equivalents

Cash and Cash Equivalents are comprised of deposits in financial institutions, including time deposits.
A cash equivalent is considered any highly ligquid investment with a maturity of three months or Iess.
Restricted assets and temporary investments are not included.

Capital Assets

Capital assets are reported in the government-wide statement of net position. All capital assets are
valued et historical cost. The cost of normal repairs and maintenance that do not add to the value of the
asset or materialty extend asset life are not capitalized.
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RED RIVER GROUNDWATER CONSERVATION DISTRICT
Notes to the Basic Financial Statements (Continned)
December 31, 2017

L 8 f Signi ccounting Policies (Continued)

E. Financial Statement Amounts {continned)

Capitel Assets (continued)

Assets capitalized have an original cost of more than $5,000 and usefirl life in excess of ane year,
Depreciation has besn provided over the estimated useful life using the straight-line method of
depreciation. The estimated useful life of the vehicle is five years. Development in progress Is not
depreciated. Depreciation expense of $4,807 was charged to Administration in the Statement of
Activities for the year ended December 31, 2017,

Balance Balance
12/31/16 Additions Retirements 123117
Governmental Activities:
Capita] Assets Not Being Depreciated:
Sofiware Development in Progress $ - $ 31576 $ . $ 31,576
31,576 31,576
Capital Assets being Depreciated:
Vehicle 24,036 - - 24,036
24,036 - 24,036
Less Accumulated Depreciation for:
Vehicle 2,003 4,807 : 6,810
2,003 4,807 - 6,810
Governmenta] Activities
Capital Assets, Net $ 22,033 $ 26,769 8 - 3 43,802
Fund Balance

Governmental fiunds utilize a fund balance presentation for equity. Fund balance is categorized as
nonspendable, restricted, commitied, assigned, or unassigned.

Nonspendable fund balance — represents amounts that cannot be spent because they are either not in
spendable form (such as inventory or prepaids) or legally required to remain intact (such as notes
receivable or principal or a permanent fund).

Restricted fund balance — represents amounts with external constraints placed on the use of thess
resources (such as debt covenanis, grantors, other governments, ete.) or imposed by enabling legislation,
Restrictions may be changed or lifted only with the consent of resource providers, The District does not
bave any restricted fund balances by enabling legislation,

Committed fund balance — represenis amounts that can only be usexi for specific purposes fmposed by &
formal action of the District’s highest level of decision-meking authority, the Board. Committed
resources cannot be used for any other purpose unless the Board removes or changes the specific use by
taking the same formal action that imposed the constraint originaily.

Assigned fund balance - represenis amounts the District intends to mse for specific purposes as
expressed by the Board or ap official delegated the authority, The Board has delegated the anthority to
assign find balances to the Superintendent,

Unassigned fund balances — represents the resicual classification for the general fund or deficit balances
in other funds.
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RED RIVER GROUNDWATER CONSERVATION DISTRICT
Notes to the Basic Financial Statements (Continued)
December 31, 2017

L. Suounary of Significant Accounting Policies (Continued)

E. Financial Statement Amounts (continned)

Fupd Balance (continued)

In circumstances where an expenditure is to be made for the purpose for which amounts are available in
muttiple fund balance clessifications, the order in which resources will be expended is as follows:
restricted fand balance, followed by commitied fuind balance, essigned fimd balance, and lastly,
unassigned find balance. The District has adopted a policy that sets a minimum find balance equal to
twenty-five percent (25%) of the total general fund expenditures.

The following schedule provides informmation about the specific fimd balance classification by fung:

General
Unassigned 3 413.663
Total i 413,663
1
By its nature as a local government unit, the District is subject to varions fiederal, state, and local laws and
contractual regulations.
Expenditurss
Exceading
Object Appropriations
Legal Fees $ 722
Capital Outlay 31,576
Total Expenditures Exceeding Appropriations § 32298
OI. Deposits, Securities. and Investments

District funds may be invested in obligations of the United States Government, fully insured or
collateralized certificates of deposit from any bank doing business in the State of Texas, and certain Texas
Local Government Investment Pools. At December 31, 2017, the Disirict has only invested in certificates of
deposit.

The District maintains deposits in First United, Sherman, Texas that at times may exceed the insured amount
of $250,000 provided by the U.S. Federal Deposit nsurance Corporation (FDIC), The District was not
expased to custodial credit risk as its depasits were fully insured with FDIC insurance at year-end.

The District maintains two certificates of deposit at a bank as of December 31, 2017. The District was not
exposed to custodial credit risk as its deposits were fully insured with FDIC insurance at year-end.

GASB Statement No. 40 requires a determination as to whether the District was exposed to the following
specific investment risks at year end and if so, the reporting of certain related disclosures:

14



RED RIVER GROUNDWATER CONSERVATION DISTRICT
Notes to the Basic Finencial Statements (Continued)
December 31, 2017

II. Deposits, Securities. and Investments (Continned)
Custodial Credit Risk

Deposiis are exposed to custodial credit risk if they are not covered by depository imsurance and the
depaosits are uncollateralized, collateralized with securities held by the pledging financial institution, or
collaternlized with securities held by the pledging financial institution’s frust deperiment or agent but
not in the District’s name.

Investment securities are exposed to custodial risk if the securities are uninsured, are not registered in
the name of the government, and are held by either the counterparty or the counterparty’s trust
department or agent but not in the District’s name.

IV. Risk Management

The District is exposed to various risks of loss related to torts: theft of, damage to and destruction of assets;
etrors and omissions; injuries to employees; and natural disasters. During the year ended December 31,
2017, the District purchased commercial insurance to cover these liabilities. There were no significant
reductions in coverage in the last year, and there were no settlements exceeding insurance coverage in the

past year.

V. Concentrations
One custorner individually comprised approximately 50% of gross accoumts receivable st December 31,

2017. This customer individvally comprised approximately 34% of revenue for the year ended December
31, 2017. One vendor comprised approximately 52% of expenses for the year ended December 31, 2017.

V1. Commitments

At December 31, 2017, the District had outstanding contract coromitments totaling $51,924 related to the
design and development of a software system.
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RED RIVER GROUNDWATER CONSERVATION DISTRICT

General Fund
Budgetary Comparison Schedule
Year Ended December 31, 2017
Budgeted Amounts Variance with
Original Final Actual Final Budget
REVENUES
Groundwater Prouction Fees s 325,000 $ 325,000 $ 292,967 $ (32,033)
Registration and Other Fees 5,000 5,000 10,765 5,706
Interest Income 500 500 3,000 2,500
Total Revenues 330,500 330,500 306,673 (23,827)
EXPENDITURES
Administration 296,500 296,500 295,763 737
Legal Fees 35,000 35,000 35,722 {722)
Capital Cutlay:
Software Development - - 31,576 (31,576)
Total Expenditores 331,500 331,500 363,061 (31,561)
Net Change in Fund Balance (1,000) (1,000) (56,388) {55,388)
Fund Balence - Beginning (January 1) 470,051 470,051 470,051 -

Fund Balance - Ending (December 31) ] 469,051 8 469,051  § 413,663 5 {55,388)

e —
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Independent Auditors’ Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Aundit of
Financial Statements Performed in Accordance with

Government Auditing Standards
Members of the Board
Red River Groundwater Conservation District
Denison, Texas

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of
the United States, the financial statements of the governmental activities and the major fund of the Red River Groundwater
Conservation District (the District), s of and for the year ended December 31, 2017, and the related notes to the financial
statements, which coliectively comprise the District's basic financial statements, epd have issued our report thereon dated
June 4, 2018.

Internal Control over Financial Reporting

In planning and performing our audjt of the financial staternents, we considered the District's internal control over financial
reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the finencial statements, but not for the purpose of expressing an opinion on the effectiveness of
the District’s internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s internal
control.

Our consjderation of internal control wes for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies and
therefore, material weaknesses or significant deficiencies may exist that were not identified. However, as described below,
we identified certain deficiencies in internal control that we comsider to be material weaknesses and significant
deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements
on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal control, such that
there is a reasoneble possibility that a materia] misstatement of the entity’s financial statements will not be prevented, or

detected and corrected on a timely basis.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal conirol that is less severe thap 4
material weakness, yet important enough to merit attention by those charged with governance. We consider the
following deficiencies to be material weaknesses and significent deficiencies in interna contrel over financial reporting.

17
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Members of the Board
Red River Groundwater Conservation District
Denison, Texas

Financial Accounting and Reporting:

The District does not prepare the financial statements nor control the period-end financial reporting process,
inclnding confrols over the selection and application of accounting principles that are in conformity with generally
accepted eccounting principles; controls over procedures used to analyze tramsactions comprising general ledger
activity; controls over initiating, authorizing, recording, and processing journal entries into the general ledger; and
controls over recording recurring and nonrecurring adjustments to the financial statements,

Segregation of Duties:

A critical element in any internal control structure is the characteristic known as segregation of duties. Assigning
different personnel the respomsibility of authorizing transactions, recording trensactions, and maintaining custody of
assets achieves this internal control structure attribute. Due to the District’s small number of personnel, there is
limited segregation of duties in substantialty all areas of the accounting system. To the extent possible, every effort
should be made to utilize a “best practices” approach when considering controls over cash transactions and
preparation of accounting records. We encourage the board to closely monitor its financial activities which may help
offset the wealmesses associated with limitsd segregation of duties.

Compliance and Other Muiters

As part of obtaining reasonable assurance sbout whether the District’s financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncomplience with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an cbjective of our andit, and
accordingly, we da not express such an opinion. The results of our tests disclosed no mstances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results of
that testing, and not to provide an opinion on the effectiveness of the District’s internal control or on compliance. This
report is an integral part of an audit performed in accordance with Governmeny Auditing Standards in considering the
District’s internal control and compliance, Accordingly, this commmnication is not suitable for any other purpose.

McClanahan and Holbimes, CLP
Certified Public Accountants

Bonham, Texas
June 4, 2018
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RED RIVER GROUNDWATER CONSERVATION
DISTRICT
AGENDA COMMUNICATION

DATE: September 18, 2018
SUBJECT: AGENDA ITEM NO. 7

CONSIDER AND ACT UPON ENGAGEMENT LETTER FOR AUDIT SERVICES FOR FISCAL YEAR ENDING
DECEMBER 31, 2018

ISSUE
Consider and act upon confirming execution of engagement ietter for audit services fiscal year ending December

31,2018

BACKGROUND

In 2013, the Board instructed the staff to solicit proposals for audit services for a period up to five (5) years. The
staff initiated invitations to several firms in North Central Texas. As a result of that solicitation, four proposals
were received. The audit committee reviewed the proposals and recommended McClanahan and Holmes, LLP of
Bonham, Texas. This recommendation was accepted and confirmed by the Board at the March 2014 meeting.
The Board has subsequently proceeded to engage the services of McClanahan and Hoimes for each audit since

this time.

At the May meeting, the Board directed the Staff to request another 5-year term with McClanahan and Holmes.
The Board also requested that the lead auditor be changed.

McClanahan and Helmes provided a proposal letter that indicated their willingness to switch lead auditors. This
letter also lays out their proposed fee increases each year at between 2 and 3%. Staff believes this to be in line
with what we have seen at other organizations and auditors.

CONSIDERATIONS
District staff is of the opinion that McClanahan and Holmes, LLP of Bonham, Texas has provided thorough and
quality audits during their tenure with the District. The fees for the 2018 audit services will be 54,750.

STAFF RECOMMENDATIONS
The staff recommends the Board authorize an engagement letter with McClanahan and Holmes, LLP of Bonham,

Texas for the 2018 audit

ATTACHMENTS
Engagement Letter
Proposal Letter

PREPARED AND SUBMITTED BY: RECOMMENDED BY:
Y

L .

Drew Satterwhite, General Manager Debi Atkins, Finance Officer




MeClanahan and Holmes, LLP

CERTIFIED PUBLIC ACCOUNTANTS

STEVEN W. MOHUNDRO, CPA 228 SIXTH STREET S.E.
GECRGE H. STRUVE, CPA PARIS, TEXAS 76480
ANDREW B. REICH, CPA 903-784-4310
RUSSELL P, WOOD, CPA FAX 503-784-4310
DEBRA J. WILDER, CPA —
TEFFANY A. KAVANAUGH, CPA 304 WEST CHESTNUT
APRIL J. HATFIELD, CPA DENISON, TEXAS 75020
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1400 WEST RUSSELL
BONHAM, TEXAS 75418
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FAX 803-583-9453
Bonham, Texas
September 20, 2018
Members of Management

Red River Groundwater Conservation District

We are pleased to confirm our understanding of the services we are to provide Red River Groundwater Conservation District
for the year ended December 31, 2018. We will audit the financial statements of the governmental activities and the major
fund, including the related notes to the financial statements, which collectively comprise the basic financial statements of
Red River Groundwater Conservation District as of and for the year ended December 31, 2018. Accounting standards
generally accepted in the United States of America provide for certain required supplementary information (RSI), such as
management’s discussion and analysis (MD&A), to supplement Red River Groundwater Conservation District’s basic
finencial statements. Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financia! reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. As part of our engagement, we will apply certain
limited procedures to Red River Groundwater Conservation District’s RSI in accordance with auditing standards generally
accepted in the United States of America. These limited procedures will consist of inquiries of management regarding the
methods of preparing the information and comparing the information for consistency with management’s responses to our
inquirjes, the basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We will not express an opinion or provide any assurance on the information because the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance. The following RSI is required by U.S. generally
accepted accounting principles and will be subjected to certain limited procedures, but will not be audited:

1. Management’s Discussion and Analysis
2. Budgetary Comparison Schedule

Audit Objective

The objective of cur audit is the expression of opinions as to whether your financial statements are fairly presented, in all
material respects, in conformity with U.S. generally accepted accounting principles and to report on the fairness of the
supplementary information referred to in the first paragraph when considered in relation to the financial statements as a
whole. Our audit will be conducted in accordance with auditing standards generally accepted in the United States of America
and the standards for financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States, and will include tests of the accounting records of Red River Groundwater Conservation District and other
procedures we consider necessary to enable us to express such opinions. We will issue a written report upon completion of
our audit of Red River Groundwater Conservation District’s financial statements. Our report will be addressed to members
of the board of Red River Groundwater Conservation District. We cannot provide assurance that unmodified opinions will
be expressed. Circumstances may arise in which it is necessary for us to modify our opinions or add emphasis-of-matter or
other-matter paragraphs. If our opinions are other than unmodified, we will discuss the reasons with you in advance. If, for
any reason, we are unable to complete the avdit or are unable to form or have not formed opinions, we may decline to express
opinions or issue reports, or may withdraw from this engagement.
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Red River Groundwater Conservation District

Page 2
September 20, 2018

We will also provide a report (that does not include an opinion) on internal control related to the financial statements and
compliance with the provisions of laws, regulstions, contracts, and grant agreements, noncompliance with which could have
a material effect on the financial statements as required by Government Auditing Standards. The report on internal control
and on compliance and other matters will include a paragraph that states (1) that the purpose of the report is solely to describe
the scope of testing of internal control and compliance, and the results of that testing, and not to provide an opinion on the
effectiveness of the entity's internal control on compliance, and (2) that the report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the entity’s internal control and compliance. The
paragraph will also state that the report is not suitable for any other purpose. If during our audit we become aware that Red
River Groundwater Conservation District is subject to an audit requirement that is not encompassed in the terms of this
enpagement, we will communicate to management and those charged with govemnance that an audit in accordance with U.S,
generally accepted auditing standards and the standards for financial audits contained in Government Auditing Standards
may not satisfy the relevant legal, regulatory, or contractual requirements.

Audit Procedures — General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements;
therefore, our audit will involve judgment about the number of transactions to be examined and the areas to be tested. An
audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. We
will plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether from (1) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or (4} violations
of laws or governmental regulations that are attributable to the government or to acts by management or employees acting
on behalf of the government. Because the determination of abuse is subjective, Government Auditing Standards do not
expect auditors to provide reasonable assurance of detecting abuse.

Because of the inherent limitations of an audit, combined with the inherent limitations of internal control, and because we
will not perform a detailed examination of all fransactions, there is a risk that material misstatements may exist and not
be detected by us, even though the audit is properly planned and performed in accordance with U.S. generally accepted
auditing standards and Government Auditing Standards. In addition, an audit is not designed to detect immaterial
misstatements, or violations of laws or governmental regulations that do not have a direct and material effect on the
financial statements. However, we will inform the appropriate level of management of any material errors, fraudulent
financial reporting, or misappropriation of assets that comes to our attention. We will also inform the appropriate level
of management of any violations of laws or governmental regulations that come to our attention, unless clearly
inconsequential, and of any material abuse that comes to our attention. Our responsibility as auditors is limited to the
period covered by our audit and does not extend to later periods for which we are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the accounts, and may
include tests of the physical existence of inventories, and direct confirmation of receivables and certain other assets and
Liabilities by correspondence with selected individuals, funding sources, creditors, and financial institutions. We will
request written representations from your attorneys as part of the engagement, and they may bill you for responding to
this inquiry. At the conclusion of our audit, we will require certain written representations from you about your
responsibilities for the financial statements; compliance with laws, regulations, contracts, and grant agreements; and other
responsibilities required by generally accepted auditing standards.

Audit Procedures — Internal Control

Our audit will include obtaining an understanding of the government and its environment, including internal control,
sufficient to assess the risks of material misstatement of the financial statements and to design the nature, timing, and extent
of further audit procedures. Tests of controls may be performed to test the effectiveness of certain controls that we consider
relevant to preventing and detecting errors and fraud that are material to the financial statements and to preventing and
detecting misstatements resulting from illegal acts and other noncompliance matters that have a direct and material effect on
the financial statements,
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Our tests, if performed, will be less in scope than would be necessary to render an opinion on internal control and,
accordingly, no opinion will be expressed in our report on internal control issued pursuant to Government Auditing
Standards.

An audit is not designed to provide assurance on internal control or to identify significant deficiencies or material weaknesses.
Accordingly, we will express no such opinion. However, during the audit, we will communicate to management and those
charged with govemance intemal control related matters that are required to be communicated under AICPA professional
standards and Government Auditing Standards.

Audit Procedures — Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, we will
perform tests of the District's compliance with the provisions of applicable laws, regulations, contracts, agreements, and
grants. However, the objective of our audit will not be to provide an opinion on overall compliance and we will not express
such an opinion in our report on compliance issued pursuant to Government Auditing Standards.

Other Services

We will also assist in preparing the financial statements and related notes of Red River Groundwater Conservation District
in conformity with U.S. generally accepted accounting principles based on information provided by you. These nonaudit
services do not constitute an audit under Government Auditing Standards and such services will not be conducted in
accordance with Government Auditing Standards. We will perform the services in accordance with applicable
professional standards. The other services are limited to the financial statement services previously defined. We, in our
sale professional judgment, reserve the right to refuse to perform any procedure or take any action that could be construed
as assuming management responsibilities.

Management Responsibilities

Management is responsible for designing, implementing, and maintaining effective internal controls relevant to the
preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or
error, including evaluating and monitoring ongoing activities to help ensure that appropriate goals and objectives are met;
following laws and regulations; and ensuring that management and financial information is reliable and properly reported.
Management is also responsible for implementing systems designed to achieve compliance with applicable laws, regulations,
contracts, and grant agreements. You are also responsible for the selection and application of accounting principles, for the
preparation and fair presentation of the financial statements and all accompanying information in conformity with U.S.
generally accepted accounting principles, and for compliance with applicable. laws and regulations and the provisions of
coniracts and grant agreements,

Management is also responsible for making afl financial records and related information available to us and for the accuracy
and completeness of that information, You are also responsible for providing us with (1) access to all information of which
you are aware that is relevant to the preparation and fair presentation of the financial stetements, (2) additional information
that we may request for the purpose of the audit, and (3) unrestricted access to persons within the government from whom
we determine it necessary to obtain audit evidence.

Your responsibilities include adjusting the financial statements to correct material misstatements and for confirming to us in
the written representation letter that the effects of any uncorrected misstatements aggregated by us during the current
engagement and pertaining to the latest period presented are immaterial, both individually and in the aggregate, to the
financial statements taken as a whole.
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You are responsible for the design and implementation of programs and controls to prevent and detect fraud, and for
informing us about all known or suspected fraud affecting the government involving (1) management, (2) employees who
have significant roles in internal control, and (3) others where the fraud coukl have a material effect on the financial
statements. Your responsibilities include informing us of your knowledge of any allegations of frand or suspected frand
affecting the government received in communications from employees, former employees, grantors, regulaters, or others.
In addition, you are responsible for identifying and ensuring that the government complies with applicable laws,
regulations, contracts, agreements, and grants and for teking timely and appropriate steps to remedy fraud and
noncompliance with provisions of laws, regulations, contracts or grant agreements, or abuse that we report.

You are respoasible for the preparation of the supplementary information, which we have been engaged to report on, in
conformity with U.S. generally accepted accounting principles. You agree to include our report on the supplementary
information in any document that contains and indicates that we have reported on the supplementary information. You
also agree to include the audited financial statements with any presentation of the supplementary information that includes
our report thereon or make the audited financial statements readily available to users of the supplementary information
no later than the date the supplementary information is issned with our report thereon. Your responsibilities include
acknowledging to us in the writien representation letter that (1) you are responsibie for presentation of the supplementary
information in accordance with GAAP; (2) you believe the supplementary information, including its form and content, is
fairly presented in accordance with GAAP; (3) the methods of measurement or presentation have not changed firom those
used in the prior period (or, if they have changed, the reasons for such changes); and (4) you have disclosed to us any
significant assumptions or interpretations underlying the measurement or presentation of the supplementary information.

Management is responsible for establishing and maintaining a process for tracking the status of audit findings and
recommendations. Management is also responsible for identifying and providing report copies of previous financial
audits, attestation engagements, performance audits or other studies related to the objectives discussed in the Audit
Objectives section of this letter. This responsibility includes relaying to us corrective actions taken to address significant
findings and recommendations resulting from those audits, attestation engagements, performance audits, or other studies.
You are also responsible for providing management's views on our current findings, conclusions, and recommendations,
es well as your planned corrective actions, for the report, and for the timing and format for providing that information.

You agree to assume all management responsibilities relating to the financial statements and related notes and any other
nonaudit services we provide. You will be required to acknowledge in the management representation letter our assistance
with preparation of the financial statements and related notes and that you have reviewed and approved the financial
statements and related notes prior to their issuance and have accepted responsibility for them. Further, you agree to oversee
the nonaudit services by designating an individual, preferably from senior management, with suitable skill, knowledge,
or experience; evaluate the adequacy and results of those services; and accept responsibility for them,

Engagement Administration, Fees, and Other

We understand that your employees will prepare all cash, accounts receivable, or other confirmations we request and will
locate any documents selected by us for testing.

We will provide copies of our reports to the District; however, management is responsible for distribution of the reports

and the financial statements, Unless restricted by law or regulation, or containing privileged and confidential information,
copies of our reports are to be made available for public inspection.
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The audit documentation for this engagement is the property of McClanahan and Holmes, LLP and constitutes confidential
information. However, subject to applicable laws and regulations, audit documentation and appropriate individuals will
be made available upon request and in a timely manner to an oversight agency or its designes, a federal agency providing
direct or indirect funding, or the U.S. Government Accountability Office for purposes of a quality review of the audit, to
resolve audit findings, or to carry out oversight responsibilities. We will notify you of any such request. If requested,
access 1o such audit documentation will be provided under the supervision of McClanahan and Holmes, LLP personnel.
Furthermore, upon request, we may provide copies of selected audit documentation to the aforementioned parties. These
parties may intend, or decide, to distribute the copies or information contained therein to others, including other
govemnmental agencies.

The audit documentation for this engagement will be retained for a minimum of five years afier the report release date. If
we are aware that a federal awarding agency or auditee is contesting an audit finding, we will contact the party(ies)
contesting the audit finding for guidance prior to destroying the andit documentation.

We expect to begin our audit in approximately April 2019 and to issue our reports no later than June 1, 2019, unless
extenuating circumstances occur. April J. Hatfield is the engagement partner and is responsible for supervising the
engagement and signing the reports or authorizing another individual to sign them.

Our fee for these services will be at our standard hourly rates plus out-of-pocket costs except that we agree that our gross
fee, including expenses will not exceed $4,750. Our standard hourly rates vary according to the degree of responsibility
involved and the experience level of the personnel assigned to your audit. Our invoice for these fees will be rendered upon
completion of the andit and is payable on presentation. The above fee is based on anticipated cooperation from your
personnel and the assumption that unexpected circumstances will not be encountered during the audit. If significant
additional time is necessary, we will discuss it with you and arrive at a new fee estimate before we incur the additional costs.

We appreciate the opportunity to be of service to the Red River Groundwater Conservation District and believe this letter
accurately summarizes the significant terms of our engagement. If you have any questions, please let us know. If you agree
with the terms of our engagement as described in this letter, please sign the enclosed copy and retumn it to us.

Sincerely,

McClanahan and Holmes, LLP
Certified Public Accountants

RESPONSE:
This letter correctly sets forth the understanding of the Red River Groundwater Conservation District.

Signature:

Title:
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McClanahan and Holmes, LLP

CERTIFIED PUBLIC ACCOUNTANTS

238 SIXTH STREET S.E.
PARIS, TEXAS 75480
STEVEN W. MOHUNDRO, GPA 903-784-4316
GEORGE H. STRUVE, CPA FAX 803.784-4310
ANDREW B. REICH, CPA
RUSSELL P. WOOD, CPA 304 WEST CHESTNUT
DEBRA J. WILDER, CPA DENISON, TEXAS 78020
TEFFANY A. KAVANAUGH, CPA 803-285-6070
APRIL J. HATFIELD, CPA FAX 803-485-6003
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BONHAM, TEXAS 75418
03-583-5574
FAX 803-503-0453
July 31, 2018
Red River Groundwater Conservation District
5100 Airport Drive
Denison, TX 75020

McClanahan and Holmes, LLP began doing the audit of Red River Groundwater Conservation District (the
“District™) beginning with fiscal year ended December 31, 2013, and most recently completed the audit of
fiscal year ended December 31, 2017, During the five years of audit services, Andrew B. Reich has served as
the audit engagement partner. During these time periods, April J. Hatfield served as the lead auditor, who
performed field work and financial statement report preparation.

Should we perform audit services for the next fiscal year, and the four subsequent years, April J. Hatfield
would serve as the audit engagement partner, and Kate N, Wallace would serve as the lead auditor.

We trust this expresses our commitment to serve the District in the future. McClanahan and Holmes, LLP is
committed to serving clients in this area having done so for more than 60 years. The firm is also a leader in
governmental and nonprofit audits in Fannin, Lamar, and Grayson counties. As such, we are strongly
committed to this area of auditing, and maintain the staffing with the necessary experience and continuing
education requirements necessary to perform these engagements. McClanahan and Holmes, LLP will perform
the external audit services for the District with a high degree of professionalism, independence, and quality.

Based on our understanding of the audit work required, we estimate that the fee for time spent on the audit for
the District for fiscal year ended December 31, 2018 will be $4,750, which includes out-of-pocket expenses.
For subsequent years, we anticipate a 2% to 3% increase in the fee each year.

Please contact us regarding any questions you might have. For purposes of this potential engagement, our
representative and contact information is as follows:

April Hatfield, CPA
MecClanahan and Holmes, LLP
1400 West Russell

Bonham, TX 75418
Telephone: 903-583-5574
Facsimile: 903-583-9453
Email: ahatfield@mchcpa.net

Sincerely,

McClanahan and Holmes, LLP

Certified Public Accountants
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RED RIVER GROUNDWATER
CONSERVATION DISTRICT
AGENDA COMMUNICATION

DATE: SEPTEMBER 19, 2018

SUBJECT: AGENDA ITEM NO. 8

CONSIDER AND ACT UPON THE DISTRICT’S FUND BALANCE POLICY

ISSUE
District fund balance policy adopted on July 25, 2012.

BACKGROUND
The District Board initially adopted the fund balance policy on July 25, 2012. The Board last reviewed the fund

balance policy at the August 2016 meeting.

OPTIONS/ALTERNATIVES
The Board has the option to review this information and not take action. However, having an updated policy in
place may help the District moving forward with budgeting and establishing fees.

CONSIDERATIONS
If the Board provides direction to the staff in regards to how the fund balance policy should be modified, the

staff can prepare a draft policy for adoption at a future meeting.

The staff will provide a list of items that the Board may want to consider for future uses of fund balance.

STAFF RECOMMENDATIONS
The staff requests direction from the Board on the fund balance policy.

ATTACHMENTS
District’s Current Fund Balance Policy
Fund Balance History

PREPARED AND SUBMITTED BY: SUBMITTED BY:

fﬁ//,' j/ -

\D/rew 'Satterwhite, P.E&Qggeuﬁ Manager

Debi Atkms, Finance Officer



RED RIVER GROUNDWATER CONSERVATION DISTRICT

GOVERNING POLICY—FUND BALANCE

The Board of Directors of the Red River Groundwater Conservation District (RRGCD)
sets guidelines for fund balances. The fund balance addressed in this policy only applies
to unrestricted fund balance. The policy establishes the appropriate size of fund balance,
replenishing or setting aside resources for fund balance, and the methods for utilizing
fund balance. This fund balance policy, as presented to the Board of Directors, was
proposed by the staff of the RRGCD to maintain a sound financial position, mitigate
current and future risks against revenue shortfalls or unanticipated expenditures and to
ensure stable water production fee rates.

Classifications of Fund Balance

A fund’s equity - commonly referred to as ‘fund balance’ - is generally the difference
between its assets and its liabilities. Fund balance will be displayed in the following
classifications depicting the relative strength of the spending constraints placed on the
purposes for which resources can be used:

Restricted fund balance — amounts constrained to specific purposes by their providers
(such as grantors, bond covenants) through constitutional provisions or by enabling
legislation.

Commiitted fund balance — amounts constrained to specific purposes by the RRGCD
itself. This requires a formal action by the Board of Directors. Commitments may be
changed or lifted only by the Board of Directors taking the same formal action that
imposed the constraint originally.

Assigned fund balance — amounts infended to be used by the Board of Directors for
specific purposes. Intent can be expressed by the Board of Directors. In governmental
funds other than the general fund, assigned fund balance represents the amount that is not
restricted or committed. This indicates that resources in other governmental funds are, at
a minimum, intended to be used for the purpose of that fund.

Unassigned fund balance - amounts available for any purpose. These amounts are only
shown in the general fund except in cases of negative fund balances in other
governmental funds.

Classifying Residual Fund Balance

When both restricted and unrestricted funds are available for expenditure, restricted funds
are used first. Within unrestricted funds, assume committed resources are used first, then
assigned, then unassigned.



Appropriate Size of Fund Balance

The Board of Directors has set a minimum fund balance equal to twenty-five percent
(25%) of the total gencral fund expenditures. It also permits other reservations of the
fund balances as seem prudent in the judgment of the General Manager and the Board of
Directors. This policy sets ninety (90) days of expenditures as a minimum amount of
fund balance for the General Fund.

Replenishing Fund Balance

When fund balance falls below the minimum level, the Board of Directors will
implement a plan to replenish the fund within one year or as soon as economic and
budgetary conditions allow. Fund balance may be replenished by using all or a portion of
an operating surplus from itself or another fund. Revenues from a dedicated stream (e.g.
2% of water production fees received over amount budgeted) may also be used to build
fund balance. Alternatively, an amount determined in the budget process either using a
percent of operating expenditures or a fixed amount may be used.

Utilizing Unassigned Fund Balance

Fund balances may be used to meet capital needs, offset difficult economic times,
stabilize fluctuations in cash flow requirements, and provide funding for emergency
situations. Fund balance may be used for contingencies until the balance is nearing its
minimum level. The RRGCD will also adjust its expenditure level to match any new
economic reality that is behind the use of fund balance as a financing bridge.
Authorization for utilizing fund balances is made by the Board of Directors during the
annual budget process
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Red River
Groundwater
Conservation District

Temporary-Rules for Water Wells
in Fannin and Grayson Counties, Texas

As Amended on Janvary 12007 X XXX, 2018



Procedural History of Rules Adoption

These teimporery-rules of the Red River Groundwater Conservation District were initially adopted
by the Board of Directors on August 29, 2011, at a duly posted public meeting in compliance
with the Texas Open Meetings Act and following notice and hearing in accordance with Chapter
36 of the Texas Water Code. The temporary-rules were subsequently amended, in accordance
with all legal requirements on March 21, 2012, December 12, 2012, May 15, 2014, -and-on

January 1, 2017 _and on XXXXXX_2018.
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Red River
Groundwater Conservation District

Table of Contents
[TO BE UPDATED AFTER ADOPTION OF
RULES] Fage
Sfe e e ke e e e e sfe e e ofe e sk ok ok ok ok ok
SECTION 1
DEFINITION, CONCEPTS, AND GENERAL PROVISIONS ....coovimireeceeeeeeeasecersssssessesesseeens 2
Rule 1.1 Definitions of TEMMS ......cocouvivrirvnniererrereeetrietese e stesesess s s tenssseses st seseeeeeeeeens 2
Rule 1.2 AUthotity OF DHSITICE. ...t be s set s se e snnane 8
Rule 1.3 PUrpose O RUIES ........ccocerircrete ettt e eessens b sen e e an 8
Rule 1.4 Use and Effect 0f RUIES..........coovecreeeeneeieeceeiecsesiesveesses s ssesen e sesene s aneneens 8
Rule 1.5 PUIPOSE OF DHSITICL. ..ot rrn s cstsseet st s se s ssas et seeseses e se st s s s s serans 8
Rule 1.6 CONSLIUCHION. ... cneeeeciineinteiesinnitre s teas e s se e ersss s ean st s et ensesseseeeseneesesesssanenes 8
Rule 1.7 Methods of Service Under the RUles...........cccoeervvevierieinneecnese et eassens 8
Rule 1.8 SEVETADIIITY ....cvvvisecsscsecrceieeee et e se e s s e rer st b sees e 9
Rule 1.9 Regulatory Compliance; Other Governmental Entities........o.vvvveeereeeeersennnnns 9
Rule 1.10 ComPUtIng TIME ......cormeeccietr et r e essesaess st s et sranenen 9
Rule 1.11 TIME LAMUILS.....c.ceeeemecetenreiennccnie st s s s ers e s enssesesnessrenesnnassesanaeaes 9
Rule 1.12 Amending of RULES .......ccouiirrernrriree et r s et 9
SECTION 2
APPLICABILITY OF REGULATORY REQUIREMENTS; EXEMPTIONS. ........cocoovverernrennn. 10
Rule 2.1 Wells Exempt from Certain Fee Payment, Metering, and Reporting
Requirements of These Temporary RULES..........cc.cccccevvriieeeeecieiseeeeeeeseseeeeeeeesseeeseeessesesssessens 10
Rule 2.2 Wells Subject to Fee Payment, Metering, and Reporting Requirements of These
TempoTary RUIES..........ccouiiiciiciincrre et se et bbb et s e e ee s e esnens 11
Rule 2.3 Exemption from Certain Fees for Groundwater Used for Certain Emergency
PUIPOSES ettt st ren s ra e s e er e e s s s sesssaa bt b benen s se e se e esne e e senen 11
Rule 2.4 Exemption from Production Fees, Metering, and Reporting Requirements for
Groundwater Used for Well DevElOPIMENL............ccvuvvirimeireerierecseereseeseeseeeseeseeesessessssrsssessssanns 11
SECTION 3
REGISTRATIONS, RECORDS, REPORTS, AND LOGS; PERMIT NOT REQUIRED........... 11
Rule 3.1 Purpose and POLICY.......cccoerciireccrrir e ettt eeen 11
Rule 3.2 Permit Not Required Under Temporary Rules............coevevvnieeseeceesnerseeeneeneenns 12
Rule 3.3 WEIL REGISIIAtON .....e.everrecncrraererresiece st escse s cesnenscsseseseensese e sne s 12
Rule 3.4 Time Period for Registration of Existing Non-Exempt and Exempt Wells ...... 13
Rule 3.5 Registration of New Wells or Alterations to Existing Wells Required Prior to
DrillNg OF ARETALON. .......cvoviveeceieieieeceree s e sttt eseseeesseesessesesesessesssssesesasensessesens 14
Rule 3.6 General Provisions Applicable to Registrations...........c.ccceceeeecvvervrsreersesseeseenens 15
Rule 3.7 Records of Drilling, Pump Installation and Alteration Activity, and Plugging, 16
Rule 3.8 Transfer of Well Ownership..........cccovceeivrviveicecereeet e e sessseeaes 17
Rule 3.9 Amendment of ReIStration. ............ccecevveveuenieiienmiiiceeiececetsesesses e ssesesssesssenes 18
Rule 3.10 Water Production REPOTLS ......cccvevevveeeeeceieeeenecceesseveesesesersmsas s semsnessseesesasnnens 18

As Amended on January 1, 2017 Page iii



SECTION 4

SPACING AND LOCATION OF WELLS; WELL COMPLETION ............ooovveeeereeteeeeeeaeeene 20
Rule 4.1 Spacing and Location of Existing Wells..............ccoceeeeeereseseveeeerereveermnssvenenncns 20
Rule 4.2 Spacing, Location, and Standards of Completion for New Wells .................... 20
Rule 4.3 Replacement Wells ..........ccooveeriininiiiiciceivn e sesesesssserens 21

SECTION 5

REGULATION OF PRODUCTION; WASTE PROHIBITED.........ccooeooetitiviivictieereeseeeeeerenenns 22
Rule 5.1 Temporary Production Limitations............cc.veeerveveeeermveereseenesecsesesmsesseessessesssnes 22
Rule 5.2 Regular Production Limitations............cccoeeeeeeecrenmreserceneeiscescssessssesssneseenesnens 22
Rule 5.3 Waste Prohibited. ..o 22

SECTION 6

TRANSPORTATION OF GROUNDWATER QUT OF THE DISTRICT.......coccoovtmiveeeerereresnns 22
Rule 6.1 GEneral PIOVISIONS......cciiiietreirtreenernesesiesesaste st esssnsssssesssssssessssssesssnesessennas 22
Rule 6.2 REPOITING ...t cccsisisin e resesesenrs et sa sttt ae s s ser e erssrmen 23

SECTION 7

FEES AND PAYMENT OF FEES.........ooooirritcciieenssirresesasaesees s serssss et ssssssssnssssssssssens 23
Rule 7.1 WALET USE FEES ......eeeiieet ettt e et e sre s tere sttt s e 23
Rule 7.2 Groundwater Transport FEEs. .......oovurrenrrieieeie et ess s ee s 24
Rule 7.3 Payments of Water Use and Groundwater Transport Fees ..........ccoceeveiervennnen 24
Rule 7.4 Failure to Make Fee PAYMENLS.........ccccoururrerierieceeccrtetnee s e seeesserssssneesreeesens 25
Rule 7.5 Failure to Submit Water Production Reports ........ccouvveevervevrveveeceinesesseeeeenenes 25
Rule 7.6 Returned Check Fee. ...ttt ercsseeneae st ssss e ssssssesosneeon 25
Rule 7.7 Well RepOrt DEPOSIL. .u....ueeeecercececeretninnesesnssssssessssesssassessssseseesrsrsassssssan. 25
Rule 7.8 Well Registration FEes.........couvvviininiiiiniriee e e sesss e sese e 25
Rule 7.9 ENfOrCEMENL.......coveviinrieetcceintsiris e e e s s et e r et nene 26
Rule 7.10 Meter Sealing Fee. .......ccoviiiiceeceerreeenrrerr et e 26

SECTION 8

METERING ...ttt tsres st srs s s ss et ese s et esessesr s sessssstesssassessrns e e aeeennns 26
Rule 8.1 Water Meter Required............ccoooermioiiecrereeeececcvevveer e st 26
Rule 8.2 Water Meter EXEMPUON .......cc.coeiiiieniiiireineeieeerre e sas e eesensseessssceessosesremenes 27
Rule 8.3 Accuracy Verification.........cuvervreeeresececceieeere e ss st eeene 28
Rule 8.4 Removal of Meter for REpairs ...........ccoceveereeniinieincescseer e snensesesnns 28
Rule 8.5 Water Meter Readings ..........ccoccviiecvirvvmirmrecreneneeere s seseeeasescescsnssonsen 29
Rule 8.6 Installation Of MEtEIS.....o.evvrvrvrerereiererirsisseeeseseessessssssssseensseresserorensnssssssesssssns 29
Rule 8.7 ENfOrCement..........ovreei ettt e e saae 29

SECTION 9

INSPECTION AND ENFORCEMENT OF RULES ...ttt senanea 30
Rule 9.1 Purpose and POLCY ........cccciericeeeiiceniiiecre s ress e sssssasseans 30
Rule 9.2 Rules ENforcement..........cccocerminierenrmrrieeseeeteeeeeesese e eeassessesesesesssensonnne 30
Rule 9.3 Failure to Report Pumpage and/or Transported Volumes........cccocorvveeeevenenn.... 31
Rule 9.4 District INSPECHIONS ......veeveeticeeeiceeciinercriasievensssereeeeseessesesssssssessessensesecensesneesd 1
Rule 9.5 NOLICES Of VIOIAtON. ....coveirririrenrrrierrrre e eee e s nsns s ers e e neseaeene 31
Rule 9.6 Show Cause Hearing............ccecerereereeereneeereeneeeeeeteessessssessssssssssrssesssssseseens 32

SECTION 10

EFFECTIVE DATE.........ooie ettt esas e e ssssessesssse s e s ba s sssss st s st e nrs e nne 33
Rule 10.1. EffECtiVe DALE. ......cocvcverrrrenrinirtriecces e ssessssasassesass e s ssrsssasa e serenee 33

APPENDIX A.

Enforcement Policy and Civil Penalty Schedule ..........ccccocovveeeruereeeireissse et eremeeeseeseseens 34

As Amended on Jaryeary- L2001 ZXXXX, 2018 Page iv




APPENDIX B.
List of Commonly USEad A G OmYIIIS .. .o rereiseeiseiesseessessseeaseasseesssereessessnsesnseesnnsssnnnssesnsssssas

As Amended on Jarmev 1201 ZXXXX, 2018 Page v



Red River
Groundwater Conservation District

District Rules
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PREAMBLE

The Red River Groundwater Conservation District ("District") was created in 2009 by the
81% Texas Legislature with a directive to conserve, protect and enhance the groundwater resources
of Fannin and Grayson Counties, Texas. The District’s boundaries are coextensive with the
boundaries of Fannin and Grayson Counties, and all lands and other property within these
boundaries will benefit from the works and projects that will be accomplished by the District.

The Mission of the Red River Groundwater Conservation District is to develop rules to
provide protection to existing wells, prevent waste, promote conservation, provide a framework
that will allow availability and accessibility of groundwater for future generations, protect the
quality of the groundwater in the recharge zone of the aquifer, insure that the residents of Fannin
and Grayson Counties maintain local control over their groundwater, and operate the District in a
fair and equitable manner for all residents of the District.

The District is committed to manage and protect the groundwater resources within its
jurisdiction and to work with others to ensure a sustainable, adequate, high quality and cost
effective supply of water, now and in the future. The District will strive to develop, promote, and
implement water conservation, augmentation, and management strategies to protect water
resources for the benefit of the citizens, economy and environment of the District. The
preservation of this most valuable resource can be managed in a prudent and cost effective
manner through conservation, education, and management. Any action taken by the District shall
only be after full considerations and respect has been afforded to the individual property rights of
all citizens of the District.
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SECTION 1.

DEFINITION, CONCEPTS, AND GENERAL PROVISIONS

Rule 1.1  Definitions of Terms.

In the administration of its duties, the District follows the definitions of terms set forth in
Chapter 36, Texas Water Code, and other definitions as follows:

1) “Acre foot” means the standard measurement of groundwater necessary to cover one acre of

land one foot deep. or approximately 325,851 U.S. gallons.

(2) “Aggregate Withdrawal” means the total pumpage measurement of the amount of water
withdrawn from two or more wells in a well system from the same aquifer.

B(3) “Agriculture use” (or “agricultural usc”) means any of the following activities:

1.

5.

6.

cultivating the soil to produce crops for human food, animal feed, or
planting seed, or for the production of fibers;

the practice of floriculture, viticulture, silviculture, and horticulture,
including the cultivation of sod, and the cultivation of plants in containers
or non-soil media, by a nursery grower;

raising, feeding, or keeping animals for breeding purposes or for the
production of food or fiber, leather, pelts, or other tangible products having
a cominercial value;

planting cover crops, including cover crops cultivated for transplantation,
or leaving land idle for the purpose of participating in any governmental
program or norma] crop or livestock rotation procedure;

wildlife management; and

raising or keeping equine animals.

(4) “Air gap” means the unobstructed vertical separation between the free flowing discharge

end of the pipe supplying the well and an open or non-pressure receiving vessel.

2)(5) “Animal Feeding Operation” (AFO) means: (1) a lot or facility (other than an
aquatic animal production facility) where animals have been, are, or will be stabled or
confined and fed or maintained for a total of 45 days or more in any 12-month period,
and where the animal confinement areas do not sustain crops, vegetation, forage growth,
or postharvest residues in the normal growing season over any portion of the lot or
facility; or (2) any other facility regulated as an AFO or as a Concentrated Animal
Feeding Operation by the TCEQ.

As Amended on Jenveary1-20IZXXXX, 2018 Page 7




8¥6) “Aquifer” means a water bearing geologic formation in the District.

7) “Aquifer Storage and Recovery” means the injection of water into a geologic formation
and the subsequent recovery for beneficial use by the project operator, as defined by TCEQ

rules.

(8) “Artificial flow restrictors” means the term used to describe the prohibited devices that

are capable of altering the measurement of a well’s maximum capacity or flow rate. including

but not limited to, the following types of devices: dole valves, static head reducers, artificial

head devices; and fixed energv dissipaters.

£4)—"“As equipped" for purposes of determining the capacity of a well means visible pipes,
plumbing, and equipment attached to the wellhead or adjacent plumbing that controls the
maximum rate of flow of groundwater and that is permanently affixed to the well or adjacent
plumbing by welding, glue or cement, bolts or related hardware, or other reasonably permanent
means.

639 “Beneficial use” or “beneficial purpose” means use of groundwater for:

1. agricultural, gardening, domestic, stock raising, municipal, mining,
manufacturing, industrial, commercial, or recreational purposes;

2. exploring for, producing, handling, or treating oil, gas, sulfur, lignite, or
other minerals; or

3. any other purpose that is useful and beneficial to the user that does not
constitute waste.

(10) “Best available data” means conclusions that are logically and reasonably derived using

statistical or quantitative data, techniques, analyses, and studies that are available for peer
review by scientists in the field and can be employed to address a specific scientific issue.

(11) “Boundary survey” means a diagram showing the proposed location of a well in relation to
distance from property boundaries and existing registered wells, as required by Rule4.3(a).

éx(12) “Board” means the Beard of Directors of the District.

H(13) “ Cap or “cCapped well” means covering a well with a securely fixed, removable

device that will prevent the entrance of surface pollutants into the well. Asa well that is
elesed-ercapped with-must have a covering capable of preventing surface pollutants from
entering the well and sustaining weight of at least 400 pounds. The cap must be-ané
constructed in such a way that the covering cannot be easily removed by hand.

t8)(14)  “Closed-loop geothermal well” means a well used for domestic use purposes that
recirculates water or other fluids inside a sealed system for heating or cooling purposes,
and where no water is produced from the well or used for any other purpose of use.
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(15) “Completed well” means a well, the construciion of which has been completed, with
sealed off access of undesirable water or constituents to the well bore by utilizing proper
casing and annular space positive displacement or pressure tremie tube grouting or

cementing (sealing) methods.

(16) “Contiguous” means property within a continuous perimeter boundary situated
within the District. The term also refers to properties that are divided by a publicly owned
road or highway or other easements if the properties would otherwise share a common
border.

(17) “Desired Future Conditions” means a quantitative description, adopted in accordance with

Section 36.108 of the Texas Water Code, of the desired condition of the groundwater

resources at one or more specified future times.

€H(18) “District” means the Red River Groundwater Conservation District created in
accordance with Section 59, Article XVI, Texas Constitution, Chapter 36, Texas Water
Code, and the District Act.

€0)(19) “District Act” means the Act of May 25, 2009, 81¥ Leg., R.S., ch. 884, 2009 Tex.
Gen. Laws 2313, codified at Tex. Spec. Dist. Loc. Laws Code Ann. ch. 8859 (“the District

Act”), as may be amended from time to time.

35(20) “Domestic use” means the use of groundwater by an individual or a household to
support essential domestic activity. Such use may-includes water for: drinking, washing,
or culinary purposes;_use by multiple households that do not qualify as a Public Water
System as defined in these Rules, as long as there is no consideration given or received, as
set forth herein; residential landscape watering of no more than one (1) acre contiguous to
one (1) residence; and-may-be-used—for-irrigation eflawns;-er-of a family garden and/or
family orchard; recreation limited to the filling of residential swimming pools and hot tubs;

or for watering of domestic animals. Domestic use does not include the following types
of use: water used to support activities for which consideration is given or received or for
which the product of the activity is sold;- Demestic-use-deesnotinclude-use by or for a
public water system:—Demestic—use—does—net—inelade irrigation of crops in fields or
pastures;- Demestie-use-deesnotinclude-water used for open-loop residential geothermal
systems, but does include water for closed-loop residential geothermal systems.

“23(21) “Effective Ddate” means- XX XXX, 201 8Auegust29.201+, which was-is the original
date of adoption of these Temperarypermitting rRules by the District.

€33(22) “Emergency purposes” means the use of groundwater to fight fires, manage
chemical spills, and otherwise address emergency public safety or welfare concerns.

4323} “Exempt well” means a new or an existing well that is exempt under Rule-2-1
from permitting under these Rules, and is not required to have a Historic Use Permit or
Production Permit to withdraw groundwater from an aquifer within the District.certain
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(24) “Existing well” means a well that was in existence or for which drilling commenced

on or before the Effective Date.-priorto-Apsii-—2042,
(25) “Gallons per minute” or “gpm™ means the maximum production capacity or flow rate of

a well as equipped, which can be measured by the District in accordance with these Rules.

&5

+6)(26) “General Manager” as used herein is the appointed chief administrative officer of
the District, as set forth in the District’s bylaws, or the District staff or other Board
designee acting at the direction of the General Manager or Board to perform the duties of
the General Manager.

G5(27) _“Groundwater” means water percolating below the surface of the earth.
(28) “Groundwater reservoir” means a specific subsurface water-bearing stratum.,

(29) “Hearings Examiner’” means a person appointed by the Board of Directors to conduct a

hearing or other proceedings including but not limited to an administrative law judge
emploved by the State Office of Administrative Hearings (SOAH).

(30) “Historic Use Period” means the period from January 1, 2013 through December 31,

2018, in which water produced from a well or well system was put to beneficial use at any
point during the duration of the period.

31 “Historic Use Permit” means a permit required by the District for a non-exempt well
or well system that produced water during the Historic Use Period and that has not been
abandoned.

a8

9)(32) “Landowner” means the person who holds possessory rights to the land surface or
to the withdrawal of groundwater from wells located on the land surface.

263(33) “Leachate well” means a well used to remove contamination from soil or
groundwater

&hH(34) “Livestock or poultry” means_the use of groundwater associated with watering,
raising, feeding, or keeping non-commercial livestock and/or poultry, of any varietv, for

subsistence or labor. The term also includes domesticated horses, cattle, goats, sheep.

swine, poultry, and other similar animals involved in farming or ranching operations, on
land recorded and taxed i in the county as an agncultural land use. —m—ﬂ&e—smg-h&a{—e;
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(41)

species—The term “livesteck—use”does not include the use of water for any animal that
is stabled, confined, or fed at a facility that is defined an Animal Feeding Operation.

(35) “Maintenance Purposes” means the use of water to flush mains, fire hydrants or tanks
as required by TCEQ.

(36) “Management Plan” means the District Management Plan required under Section 36.1071,
Texas Water Code, and as further described in these Rules.

{(37) “Maximum Historic Use” means the largest volume of eroundwater produced during a
calendar vear from an aguifer and beneficially used during the Historic Use Period, as

demonstrated by production reports submitted to the District.
22)(38)

{39) “Meter” or “measurement device” means a water flow measuring device that can measure
within +/- 5% of accuracy the instantaneous rate of flow and record the amount of
groundwater produced from a well or well system during a measure of time, as
specifically set forth under Section 8

23)(40) “Modeled Available Groundwater” means the amount of water that the Executive

Administrator of the Texas Water Development Board determines may be produced on an
average annual basis to a achieve a Desired Future Condition established for the

groundwater resources in the District,

“Modify” or “Modified” means performing work on the physical or mechanical

compoenents of the well head assembly or downhole portion of a well.

(42) .“Monitoring well” means a well installed to measure some property of the groundwater
or the aquifer that it penetrates, and does not produce more than 5,000 gallons per

year.

(43) “New well” means a water well for which an administratively complete drilling application
is filed with the District deillingecommenced—on or after— the Effective Date April1;
2012, or conversion of another type of well or artificial excavation to a water well on or
after the Effective Date, including but not limited to a well originally drilled for
hydrocarbon production activities —that is to be converted to a water well.

(44) “Non-exempt well” means an existing or a new well that does not qualify for exempt well
status under these Rules.

45) “Notice to Proceed” means the official registration approval form issued by the District for
new exempt wells.

24

253(46) “Nursery grower” means a person who grows more than 50 percent of the products
that the person either sells or leases, regardless of the variety sold, leased, or grown.
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For the purpose of this definition, “grow” means the actual cultivation or propagation of
the product beyond the mere holding or maintaining of the item prior to sale or lease
and typically includes activities associated with the production or multiplying of stock
such as the development of new plants from cuttings, grafis, plugs, or seedlings.

26)(47) “Penalty” means a reasonable civil penalty set by rule under the express authority
delegated to the District through Section 36.102(b) of the Texas Water Code.

£Z75(48) “Person” means an individual, corporation, Limited Liability Company,
organization, government, governmental subdivision, agency, business trust, estate, trust,
partnership, association, or other legal entity.

{49) “Pre-Effective Date Exempt Wells” means those existing wells that were exempt from
the metering, reporting, and fee payment requirements under the District's Temporary

Rules in effect prior to the Effective Date because they are used solely for domestic use or
livestock or poultry use, regardless of well capacity, or that are equipped with 2 maximum
production capacity of 27.7 gpm (40,000 gallons per day) or less, but that were required to
be registered under the District’s Temporary Rules.

(50) “Presiding Officer” means the President of the Board, or other Board member presiding
at any hearing or other proceeding or a Hearing Examiner appointed by the Board to
conduct or preside over any hearing or other District proceeding.

(51) “Production” or “producing™ means the act of extracting groundwater from an aquifer
by a pump or other method.

(52) “Production Permit” means a permit required by the District for a new, non-exempt well.

&9

36)(53) “Public Water System” or “PWS” means a system for the provision to the public of
water for human consumption through pipes or other constructed conveyances, which
includes all uses described under the definition for "drinking water" in 30 Texas
Administrative Code, Section 290.38. Such a system must have at least 15 service
connections or serve at least 25 individuals at least 60 days out of the year. This term
includes any collection, treatment, storage, and distribution facilities under the control of
the operator of such system and used primarily in connection with such system, and any
coliection or pretreatment storage facilities not under such control which are used
primarily in connection with such system. Two or more systems with each having a
potential to serve less than 15 connections or less than 25 individuals but owned by the
same person, firm, or corporation and located on adjacent land will be considered a
public water system when the total potential service connections in the combined systems
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are 15 or greater or if the total number of individuals served by the combined systems
total 25 or greater at least 60 days out of the year. Without excluding other meanings of
the terms "individual” or "served," an individual shall be deemed to be served by a water
system if he lives in, uses as his place of employment, or works in a place to which drinking
water is supplied from the system.

(54) “Pump” means any facility, device, equipment, materials, or method used to obtain water
from a well.

55) “Purpose of use” means the tvpe of beneficial use of the groundwater produced from a
well.

8hH

B2)(56) “Registrant” means a person required to submit a registration.

(57) “Registration” means a well owner providing certain information about a well to the
District, as more particularly described under Section 3.

58) “Replacement well” means a new well drilled to replace an existing registered well

that meets the requirements set forth in Rule 4.5.
&3

(59) “Rule” or “Rules” er“TempeoraryRules” means these Temperas-Rules of the District
regulating water wells, which shall continue to be effective until amended or repealed.

(60) “Spacing Formula” means the total spacing distance required under Rule 4.3 for new
wells that have a production capacity of greater than 17.36 gpm (25.000 gallons per day),
which is calculated according to the following formula: 876 feet + 2.6 (gpm of proposed
well).

84

35)(61) “Substantially alter” with respect to the size or capacity of a well means to
increase the inside diameter of the pump discharge column pipe size of the well in any
way, modify the depth or diameter of a well bore, increase the size of the pump or pump
motor on the well, or performing work on the well that involves reaming, setting casing, or
grouting.

(62) “TCEQ” means the Texas Commission on Environmental Quality, or its predecessor or
SUCCESSOr agency.

(63) “Temporarv Rules” means the version of the District’s Rules in effect prior to the Effective
Date.

86

35(64) “Tract” means a contiguous parcel of land under the ownership of a single entity,
such as a corporation, partnership or trust, or an individual or individuals holding as joint
owners or tenants in common.
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8)(65) “Transfer” means a change ia-to a registration or permit_as follows, except that
the term “transfer” shall have its ordinary meaning as read in context when used in other

contexts:
(@)
(b)

ownership; or

the person authorized to exercise the right to make withdrawals and place
the groundwater to beneficial use.

39)(66) “Waste” means one or more of the following;

()

(b)

©
(d)

(©

®

(8)

(h)
Y

withdrawal of groundwater from the aquifer at a rate and in an amount that
causes or threatens to cause an intrusion into the aquifer unsuitable for
agriculture, gardening, domestic, stock raising, or other beneficial purposes;

the flowing or producing of water from the aquifer by artificial means if
the water produced is not used for a beneficial purpose;

the escape of groundwater from the aquifer to any other underground
reservoir or geologic stratum that does not contain groundwater;

pollution or harmful alteration of groundwater in the aquifer by saltwater
or by other deleterious matter admitted from another stratum or from the
surface of the ground;

willfully or negligently causing, suffering, or allowing groundwater to
escape into any river, creek, natural watercourse, depression, lake,
reservoir, drain, sewer, street, highway, road, or road ditch, or onto any
land other than that of the owner of the well unless such discharge is
authorized by permit, rule, or other order issued by the Texas Commission
on Environmental Quality under Chapters 11 or 26 of the Texas Water
Code;

groundwater pumped for irrigation that escapes as irrigation tailwater onto
land other than that of the owner of the well unless permission has been
granted by the occupant of the land receiving the discharge;

for water produced from an artesian well, “waste” has the meaning
assigned by Section 11.205, Texas Water Code;

operating a deteriorated well; or
producing groundwater in violation of any District rule governing the

withdrawal of groundwater through production limits on wells, managed
depletion, or both.

(49)(671 “Well” means any art1ﬁc1al excavahon located w1th1n the boundanes of the District

ﬁroundwater to be w1thdrawn or removed from JEl=1€9—an aquer w1th1n the District.

ef- that causes
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{41H(68) “Well owner” means the person who owns a possessory interest in: (1) the land
upon which a well or well system is located or to be located; (2) the well or well system;
or (3) the groundwater withdrawn from a well or well system._A well owner may delegate
the responsibility to act on his or her behalf in accordance with these Rules.

423(69) “Well system” means a well or group of wells connected by piping, storage, or
that share or are tied to the same distribution system. Examples of a well system include,
but are not limited to, a well or group of wells connected to the same ground storage tank,
pond, or swimming pool.

t433(70) _“Withdraw” means the act of extracting or producing groundwater by pumping or
other method.

¢44h(71) “Year” means a calendar year (January 1 through December 31), except where the
usage of the term clearly suggests otherwise.

Rule 1.2  Authority of District.

The Red River Groundwater Conservation District is a political subdivision of the State of Texas
organized and existing under Section 59, Article XVI, Texas Constitution, Chapter 36, Texas
Water Code, and the District Act. The District is a governmental agency and a body politic and
corporate. The District was created to serve a public use and benefit.

Rule 1.3  Purpose of Rules.

These Temperary-Rules are adopted under the authority of Sections 36.101 and 36.1071(f), Texas
Water Code, and the District Act for the purpose of conserving, preserving, protecting, and
recharging groundwater in the District in order to prevent subsidence, prevent degradation of water
quality, prevent waste of groundwater, and to catry out the powers and duties of Chapter 36, Texas
Water Code, and the District Act.

Rule 1.4  Use and Effect of Rules.

(a) These rules are used by the District in the exercise of the powers conferred on the District by
law and in the accomplishment of the purposes of the law creating the District. These rules
may be used as guides in the exercise of discretion, where discretion is vested. However,
under no circumstances and in no particular case will they or any part therein, be construed
as a limitation or restriction upon the District to exercise powers, duties and jurisdiction
conferred by law. These rules create no rights or privileges in any person or water well, and
shall not be construed to bind the Board in any manner in its promulgation of the District
Management Plan, amendments to these Temporary Rules, or promulgation of permanent
rules.




he - . - 7‘ . i . . .
gm these Rules, |MOVED F ROM FORMER RULE 3.1 |
Rule1.5 Purpose of District.

The purpose of the District is to provide for the conservation, preservation, protection, recharging,
and prevention of waste of groundwater, and of groundwater reservoirs or their subdivisions,
consistent with the objectives of Section 59, Article XVI, Texas Constitution.

Rule 1.6 Construction.

A reference to a title or chapter without further identification is a reference to a title or chapter of the
Texas Water Code. A reference to a section or rule without further identification is a reference to a
section or rule in these Rules. Construction of words and phrases is governed by the Code
Construction Act, Subchapter B, Chapter 311, Texas Government Code. The singular includes the
plural, and the plural includes the singular. The masculine includes the feminine, and the feminine
includes the masculine.

Rule1.7 Methods of Service Under the Rules.

Except as provided in these rules, any notice or document required by these rules to be served or
delivered may be delivered to the recipient or the recipient’s authorized representative in person, by
agent, by courier receipted delivery, by certified or registered mail sent to the recipient's last known
address, by fax transfer to the recipient’s current fax number or by e-mail and shall be accomplished
by 5:00 p.m. on the date which it is due. Service by mail is complete upon deposit in a post office
depository box or other official depository of the United States Postal Service. Service by fax
transfer is complete upon transfer, except that any transfer completed after 5:00 p.m. shall be
deemed complete the following business day. If service or delivery is by mail and the recipient has
the right or is required to do some act within a prescribed period of time after service, three days
will be added to the prescribed period. If service by other methods has proved unsuccessful, service
will be deemed complete upon publication of the notice or document in a newspaper of general
circulation in the District.

Rule 1.8 Severability.

If a provision contained in these Tempeorary-Rules is for any reason held to be invalid, illegal, or
unenforceable in any respect, the invalidity, illegality, or unenforceability does not affect any other
rules or provisions of these TempersvRules, and these Femperary-Rules shall be construed as if
the invalid, illegal, or unenforceable provision had never been contained in these rules.

Rule 1.9  Regulatory Compliance; Other Governmental Entities.
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All registrants of the District shall comply with all applicable rules and regulations of the District
and of all other governmental entities. If the District Rules and regulations are more stringent
than those of other governmental entities, the District Rules and regulations are applicable.

Rule 1.10 Computing Time.

In computing any pericd of time prescribed or allowed by these Rules, order of the Board, or any
applicable statute, the day of the act, event, or default from which the designated period of time
begins to run is not included, but the last day of the period so computed is included, unless it is a
Saturday, Sunday, or legal holiday, in which event the period runs until the end of the next day
which is neither a Saturday, Sunday, or legal holiday.

Rule1.11 Time Limits.

Applications, requests, or other papers or documents required or allowed to be filed under these
Rules or by law must be received for filing by the District within the time limit for filing, if any.
The date of receipt, not the date of posting, is determinative of the time of filing. Time periods
set forth in these rules shall be measured by calendar days, unless otherwise specified.

Rule 1.12 Request for Reconsideration.

To appeal a decision of the District, including any determinations made by the General Manager,

concerning any matter not specifically covered under any other section of these rules, a request

for reconsideration may be filed with the District within twenty (20) calendar davs of the date of

the decision. Such request for reconsideration must be in writing and must state clear and concise

grounds for the request. The Board will make a decision on the reguest for reconsideration within

sixty (60) calendar days thereafter. The failure of the Board to grant or deny the request for

reconsideration within sixty (60) calendar davs of the date of filing of the request for
reconsideration shall constitute a denial of the request.

Rule 1.132 Amending of Rules.

The Board may, following notice and hearing, amend or repeal these rules or adopt new rules
from time to time.

SECTION 2.
DISTRICT MANAGEMENT ACTIONS AND

DUTIESAPRLHCABHHTY OEF REGUEATORY REQUIREMENTS;-
EEMIEFONE

Rule 2.1

Rudes:District Management Plan.
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Following notice and hearing, the District shall adopt a Management Plan. The District Management
Plan shali specify the acts and procedures and performance and avoidance measures necessary to

prevent waste, the reduction of artesian pressure. or the draw-down of the water table using the best
available data. The District shall use the Rules to implement the Management Plan. The Board will
review the Management Plan at least every five years. Upon adoption of Desired Future Conditions
under Section 36.108 Texas Water Code, the District shall update its Management Plan within two
years of the date of the adoption of the Desired Future Conditions. The District shall thereafter
update its ruies to implement the Management Plan within one vear of the date the Management
Plan is updated to include the adopted Desired Future Conditions. If the Board considers a new
Management Plan necessary or desirable based on evidence presented at a hearing, a new

Management Plan will be developed and adopted. A Management Plan, once adopted, remains in

effect until the subsequent adoption of another Management Plan.
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SECTION 3.
WELL REGISTRATIONS AND PERMITTING, RECORDS, REPORTS

ANDLOGS; PERMIT NOT REQUIRED
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Rule 3-1—Purpose-and Policy= [Moved to Rule 1.4]

Rule 3.13  Well Registration Required.

(a) Except as otherwise provided in this Section 3.1, all water wells must be registered with
the District. All new, exempt wells require the issuance of a Notice to Proceed by the

District prior to the drilling of the well. Issuance of a Notice to Proceed by the District

evidences the District’s review and approval of a registration application for a new, exempt
well. All new, nonexempt wells require the issuance of a Production Permit by the District

under Rule 3.9 prior to the drilling of the nonexempt well.
(b) The following wells are not required to be registered by the District:

1. Pre-Effective Date Exempt Wells in existence or for which drilling commenced
prior to April 1, 2012; and

2. Leachate wells, monitoring wells, and piezometers.

Wells that meet the criteria of this subsection are, however, encouraged to be registered in

order to receive the benefits of being classified as an existing well under these Rules,

including but not limited to a consideration of the registered well in a review of a proposed
new well’s spacing requirements and during the permitting process for proposed new

nonexempt wells. Wells not registered with the District are not considered in a review of a

proposed new well’s impact on existing wells.
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c Failure of a well owner to timely register or amend the registration of a well under this rule
shall subject the well owner to enforcement under these rules. A violation of this rule occurs
on the first day that the drilling, alteration, modification, or operation occurs, and continues
each day thereafter as a separate violation until cessation of the prohibited conduct, or until
the well is registered or the registration is amended, as applicable.

(d) Existing wells that are not registered or for which an administratively complete registration

application has not been filed with the District prior to the Effective Date will be presumed
to be wells not in existence prior to the Effective Date. Those wells that are not deemed as
existing wells under these Rules are considered to be new wells that are required to comply

with the spacing requirements under Rule 4.2 and, for nonexempt wells, are not eligible for

a Historic Use Permit

tb)(a) Test holes must be registered with the District in accordance with the terms of this rule.
Test holes are not subject to registration fees charged by the District. A plugging report
shall be submitted to the District within 30 days of the date the test hole is plugged in
accordance with Rule 3.4%(c).

Rule 3.2  Well Registration Application.

(a) _An owner or well driller, or any other person legally authorized to act on their behalf

must submit and obtain approval of a registration application and submit a well report
deposit with the District before any new well, except leachate wells or monitoring wells,
may be drilled, equipped., or completed, or before an existing well may be substantially
altered.

td)}b) A person seeking to register a well shall provide the District with the following
information in the registration application on a form provided by the District:

(1)  the name and mailing address of the registrant and the owner of the property, if
different from the registrant, on which the well is or will be located;

(2)  if the registrant is other than the owner of the property, documentation
establishing the applicable authority to file the application for well registration, to
serve as the registrant in lieu of the property owner, and to construct and operate a
well for the proposed use;
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4)

()

(6)

a statement of the nature and purpose of the existing or proposed use of water
from the well;

the location or proposed location of the well, identified as a specific point
measured by latitudinal and: longitudinal-and-elevatien- coordinates;

the location or proposed location of the use of water from the well, if used or
proposed to be used at a location other than the location of the well;

the production capacity or proposed production capacity of the well, as equipped,
in gallons per day, and the horsepower rating of the pump, as assigned by the
pump manufacturer;

a water well closure plan or a declaration that the applicant will comply with well
plugging guidelines and report closure to the District;

a statement that the water withdrawn from the well will be put to beneficial use;
and

any other information deemed reasonably necessary by the Board.

c For

oses of determining applicable well spacing and permitting requirements. the

information included in a timely filed, administratively complete application for well
registration may be used as evidence that the well existed before the Effective Date.

£5(d) Once a registration is approved as administratively complete by the District under Rule
3.36(b) and the well registration is completed, which for new wells also includes receipt by
the District of the well report required by Rule 3.75, the registration shall be perpetual in
nature, subject to being amended or transferred and subject to enforcement for violations
of these Rules.
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tH(e) Notwithstanding any other rule to the contrary, the owner, driller, pump installer, or any
other person authorized by the owner to complete or operate a new well, substantially alter

any existing well, or modify, alter, or operate an existing non-exempt well are jointly
responsible for ensuring that a well registration required by this section, or well registration
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amendment required by Rule 3.69, is timely filed with the District and contains only
information that is true and accurate. Each will be subject to enforcement action if a
registration or registration amendment required by this section is not timely filed by either,
or by any other person legally authorized to act on his or her behalf.

Rule 3.36 General Provisions Applicable to Registrations.

(a)

(b)

©

(d)

Registration applications may be submitted to the District in person, by mail, by fax, or by

internct submission-when-available by-the Distriet, using the registration form provided by the
District.

A determination of administrative completeness of a registration application shall be
made by the General Manager within fve—thirty (30) business days after the date of
receipt of an application for registration, which for new wells must include receipt of
the well report deposit and well registration fee. If an application is not administratively
complete, the District shall request the applicant to complete the application. The application
will expire if the applicant does not complete the application within 120 days of the date of
the District’s request. A _regisiration n-application will be considered administratively
complete and may be approved by the General Manager without notice or hearing if:

4] it substantially complies with the requirements set forth under Rule 3.3(b€),
including providing all information required to be included in the application that
may be obtained through reasonable diligence; and

2) if it is a registration for a new well:
(A) includes the well report deposit and well registration fee; and

B) proposes a well that complies with spacing, location, and well
completion requirements of Section 4.

A person may appeal the General Manager’s ruling on a registration application by
filing a written request for a hearing before the Board. The Board will hear the
applicant’s appeal at the next regular Board meeting. The General Manager may set the
application for consideration by the Board at the next available Board meeting or hearing
in lieu of approving or denying an application.

Upon approval or denial of an application, the General Manager shall inform the registrant
in writing by-regular-mail-of the approval or denial, as well as whether the well

meets the exemptions provided in Rule 3.72-1 or whether it is subject to the permitting.
metering, fee payment, and reporting requirements of these Rules,

Except as provided under Subsection (e) of this section, a registrant for a new well has
240 days from the date of approval of the application for well registration to drill and

complete the new well. If drilling has not commenced within 240 days from the date of
approval of the registration application, the well registration expires. However, a registrant

may apply for one extension of an additional 240 days or may resubmit an identical well
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registration without the need to pay any additional administrative fee associated with

the submittal of well registrations for new wells. Upon the expiration of a well

registration, the District may process a resubmission of an expired registration application
only upon the passage of thirty (30) calendar days from the date the previous registration

application expired.

(e) A registrant for a new well that is required by state law to be approved by TCEQ prior to
operation has 365 days from the date of approval of the registration application to drill and
complete the new well, with up to two (2) 365-day extension options authorized under the
same filing requirements under Subsection (d) if drilling has not commenced prior to the

end of the applicable 365-day period. Any extension requested under this Subsection (e)
shall be granted only upon the submission of proof that an extension is warranted as

determined by the District. Upon the expiration of a well registration, the District may

process a resubmission of an expired registration application only upon the passage of

thirty (30) calendar days from the date the previous registration application expired.

(f) A registration application for a well may be filed prior to the filing of a Production Permit

application for the well as required under Rule 3.9; provided, however, the Production
Permit application must be filed, be declared administratively complete, and be acted on

by the District Board within a timeframe that allows the well to be drilled according to the
deadline set forth in Subsection (d) or (e) of this rule, as applicable.

(g) If the well report is timely submitted to the District, the District shall return the well report
deposit to the owner or well driller. In the event that the well report required under this rule

and Rule 3.5 are not filed within the deadlines set forth under Subsection (d) of this rule,

the driller or owner shall forfeit the well report deposit and may be subject to enforcement
by the District for violation of this rule.

(h) All new wells must be drilled within 30 feet (10 yards) of the location specified in the

registration application.

{&5(1) _An application pursuant to which a registration has been issued is incorporated in the
registration, and the registration is valid contingent upon the accuracy of the information
supplied in the registration application. A finding that false information has been supplied
in the application may be grounds to refuse to approve the registration or to revoke or
suspend the registration.

e)(1)__Submission of a registration application constitutes an acknowledgment by the registrant
of receipt of the rules and regulations of the District and agreement that the registrant
will comply with all rules and regulations of the District.

€5(k) The District may amend any registration, in accordance with these Rules, to accomplish
the purposes of the District Rules, Mmanagement Pplan, the District Act, or Chapter
36, Texas Water Code.
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(1) No person shall operate or otherwise produce groundwater from a well required under

this section to be registered with the District before:

(1)  timely submitting an accurate application for registration, or accurate application
to amend an existing registration as applicable, of the well to the District; and
(2)  obtaining a Notice to Proceed or a Production Permit issued by the Districtapproval
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Rule 3.47 Records of Drilling, Pump Installation and Alteration Activity,

(a)

(b)

(©

(d)

Plugging, and Capping.

Each person who drills, deepens, completes, or otherwise alters a well shall make, at the
time of drilling, deepening, completing, or otherwise altering the well, a legible and
accurate well report recorded on forms prescribed by the District or by the Texas
Department of Licensing and Regulation. As part of the well report, an accurate drillers’
log shall be kept of the water well in accordance with the rules of the Texas Department
of Licensing and Regulation, and a copy of the log must be included with the well report
and submitted to the District under the terms of this section.

The person who drilled, deepened, completed or otherwise altered a well pursuant to this
rule shall, within sixty {60) days after the date the well is drilled, deepened. completed or
otherwise altered, file the well report described in Subsection {a) with the District. If a
registrant fails to timely submit the well report within 60 days as required by this
subsection, then the well registration will not be considered complete.

Not later than the 30th day after the date a well is plugged, a driller, licensed pump
installer, or well owner who plugs the well shall submit a plugging report to the District,
which shall be substantially similar form to the Texas Department of Licensing and
Regulation Form a004WWD (Plugging Report) and shall include all information required
therein.

The District requires wells to be capped under certain conditions to prevent waste, prevent
pollution, or prevent further deterioration of well casing. The well must remain capped
until such a time as the condition that led to the capping requirement is eliminated or
repaired. A well must be capped in accordance with this rule if the well is inactive and the
pump equipment is removed from a well with the intention of re-equipping the well at a
later date for future use; provided, however that the casing is not in a deteriorated condition
that could result in the commingling of water strata and degradation of water quality, in
which case the well must be plugged or repaired in accordance with this rule. The cap
must be capable of sustaining a weight of at least 400 pounds when installed on the well
and must be constructed in such a way that the covering cannot be easily removed by
hand. The driller, licensed pump installer, or well owner who caps a well shall submit to
the District a well capping notice on a form provided by the District.
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Rule 3.58 Transfer of Well Ownership.

(a) Within ninety (90) days after the date of a change in ownership of a well that is required to
be registered under these Rulesexempt-underRule24, the new well owner (transferee)

shall— ﬁle w1th the District a Transfer of Well Ownershu_) form that provide snetify—the

5; the name, daytime

telephone number and mallmg address of the new weIl owner, along with any other contact
or well-related mformauon reasonably requested by the General Manager fPhe—new—weH

weH—rf—a—regts&aﬁen—dees—ﬂet—yet—e;ﬂst——feHhe—weLk The regmrement under th1s rule to
transfer well ownership shall also apply to capped or inactive wells.

fe)(b) If a registrant conveys by any lawful and legally enforceable means to another person the
real property interests in one or more wells or a well system that is recognized in the
registration so that the transferring party (the transferor) is no longer the “well owner” as
defined herein, and if an application for change of ownership under Subsection (b) has
been approved by the District, the District shall recognize the person to whom such
interests were conveyed (the transferee) as the legal holder of the registration, subject to
the conditions and limitations of these District Rules.

£d)(c) The burden of proof in any proceeding related to a question of well ownership or status as
the legal holder of a registration or permit issued by the District and the rights there under
shall be on the person claiming such ownership or status.

{e)(d) Notwithstanding any provision of this Rule to the contrary, no application made pursuant
to Subsection (b) of this Rule shall be granted by the District unless all outstanding fees,
penalties, and compliance matters have first been fully and finally paid or otherwise
resolved by the transferring party (transferor) for all wells included in the application or
existing registration, and each well and registration made the subject of the application is
otherwise in good standing with the District.

£H(e) The new owner of a well that is the subject of a transfer described in this rule (transferee)
may not operate or otherwise produce groundwater from the well after ninety (90) days
from the date of the change in ownership until the new owner has submitted a Transfer of

Well Ownership form if required under this rule.
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Rule 3.69 Amendment of Registration.

A registrant of an exempt well shall file an application to amend an existing registration and
obtain approval by the District of the application prior to engaging in any activity that would
constitute a substantial change from the information in the existing registration. For purposes of
this rule, a substantial change includes a change that would substantially alter the pump or well,
a change in the type of use of the water produced, the addition of a2 new well to be included in
an already registered aggregate system, a change in location of a well or proposed well, a change
of the location of use of the groundwater, or a change in ownership of a well. A substantial
change to a nonexempt well requires a permit amendment application under Rule 3.15. A
registration amendment is not required for maintenance or repair of a well if the maintenance or
repair does not increase the designed production capabilities of the pump.

Rule 3.7 Permit Exclusions and Exemptions.

a The permitting requirements of these Rules do not apply to:

(1) Wells exempt from registration under Rule 3.1(b);
(2) Pre-Effective Date Exempt Wells drilled or for which an administratively complete

registration application is on file with the District prior to the Effective Date:

(3) Wells registered and drilled on or after the Effective Date that have a capacity to
produce 17.36 gallons per minute or less, as equipped; and

(4) Wells used for certain limited oil and gas operations as specificallv exempted from

permitting only under Section 36.117(b) of the Texas Water Code.
(b) Wells exempt from the permitting requirements under Subsection (a)(4) shall meter,

report and pay production fees based on groundwater produced from the well in

accordance with the District Act and these Rules.

Rule 3.8 Historic Use Permits; Permit By Rule.

(a) The owner of an existing, non-exempt water well or well system that was operational and

produced groundwater during the Historic Use Period and was registered or for which an
administratively compiete registration application is on file with the District as of the

Effective Date is eligible for a Historic Use Permit, Wells classified as nonexempt to which
a Historic Use Permit may apply include those wells that were subject to the registration,
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metering, reporting and fee payment requirements under the District’s Temporary Rules.
Wells that qualify for a Historic Use Permit may be operated in the same manner as the

well was operated prior to the Effective Date until such time as a Historic Use Permit is
approved by the District. Any changes to a well eligible for a Historic Use Permit prior to

issuance of a Historic Use Permit by the District requires a well registration amendment

under Rule 3.6.

(b) A Historic Use Permit shall be based on the Maximum Historic Use from the well during

the Historic Use Period.

{c) Failure of an owner of a well or well system to have registered and been in compliance
with District rules prior to the Effective Date shall preclude the owner from making any
future claim or application to the District for historic use under these Rules, and the owner
is required to obtain a Production Permit in order to be able to produce eroundwater.

{d) The District shall review the records of those owners with wells that qualify for a Historic
Use Permit. After determining the Maximum Historic Use based on District records of

production reports and fee payments during the Historic Use Period, the District shall send
a letter to each well owner with a well that qualifies for a Historic Use Permit that includes

a draft permit for review by the owner. The draft permit shall be signed by the General
Manager and shall include the terms set forth in Rule 3.16.

(e) Wells drilled and completed within eighteen (18) months prior to the end of the Historic
Use Period that have not been in operation for a full calendar vear during the Historic Use

Period are eligible to have the Historic Use Period extended until December 31, 201 9, upon
submission of a request on a form provided by the District. Such an extension is intended
to allow for wells drilled within eighteen (18) months prior to the Effective the opportunity

to demonstrate the amount of Maximum Historic Use of the well during a one (1) vear
period prior to the end of the extended Historic Use Period. The amount of Maximum
Historic Use of a well under this Subsection (f) shall be demonstrated by meter reading

and submitted on a form provided by the District.

(N The General Manager or well owner eligible for a Historic Use Permit may refer or appeal
the matter to the Board, as applicable, through a permit hearing held in accordance with

Rule 5.3 to determine the amount of beneficial use from the well during the Historic Use

Period.

Rule 3.9 Production Permit

The owner of a new, non-exempt well must obtain a Production Permit from the District prior to
the drilling, construction, or operation of the well or well system. The owner of a new or existing

well that is exempt from the District’s permitting requirements, but is subsequently substantially

altered in a manner which causes the well to lose its exempt status, must obtain a Production
Permit. In addition. the owner of an existing well or well system that has obtained a Historic Use

Permit for the well must obtain a Production Permit if any of the following apply:

(1 The permit holder intends to produce groundwater in excess of the amount
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authorized in a Historic Use Permit:

(2) The well or well system has been substantially altered in a manner that causes the
well or well system to be capable of producing more groundwater from the same

aquifer; or

(3) if the purpose of use of the groundwater produced changes to another type of use
other than that authorized in the Historic Use Permit.

Rule 3.10 Application Requirements for Production Permits,

(a) Each original application for Production Permit must contain all of the information as set
forth below in this rule. Application forms will be provided on the District’s website and
can be furnished to the applicant upon request. For well systems, the applicant shall
provide the information required in this subsection for cach well that is part of the well

system. All applications for a permit shall be in writing and sworn to, and shall include the

(1) name, telephone number, fax number, and mailing address of the applicant and the
owner of the land on which the well will be located:

(2) if the applicant is other than the owner of the property, documentation establishing

the applicable authority to construct and operate a well for the proposed use;

(3) the location of each well, including a location map showing the proposed well
location;

(4) a statement of the nature and purpose of the proposed use and the amount of water

to be used for each purpose;

(5) arequirement that the water withdrawn under the permit be put to beneficial use at

all times:

(6) location of the use of the water from the well:

(7) the estimated rate at which water will be withdrawn from the well:

(8) a declaration that the applicant will comply with the District’s Rules and all

groundwater use permits and plans promulgated pursuant to the District’s Rules;

(9) a water conservation plan or a declaration that the applicant will comply with the

District’s Management Plan;

10 a drought contingency plan, if the applicant is required to prepare a drought
contingency plan by other law. or a declaration that the applicant will comply with

the District’s Drought Contingency Plan;

(11) a declaration that the applicant will comply with all District well plugging and
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capping guidelines and report closure to the Disirict and the appropriate state
agencies;

{12) if the groundwater is to be resold, leased, or otherwise transferred to others,
whether inside or outside of the District, provide the location to which the

groundwater will be delivered, the purpose for which the groundwater will be used.
and a copy of the legal documents establishing the right for the groundwater to be

sold, leased, or otherwise transferred. including but not limited to any contract for

the sale, lease, or transfer of groundwater;

{13) For wells or well systems with a proposed aggregate production capacity of

200 gpm and above, a Hydrogeological Report that meets all of the requirements
of the District’s Hydrogeological Report Requirements: and

14 if groundwater is proposed to be transported out of the District, the applicant

shall describe the following issues and provide documents relevant to these issues:

1. __availability of water in the District and in the proposed receiving area during
the period for which the water supply is requested;
ii. projected effect of the proposed transport on aquifer conditions, depletion,

subsidence, or effects on existing permit holders or other groundwater users
within the District; and

iii. how the proposed transport is consistent with the approved regional water plan
and District Management Plan.

{b) Hydrogeological Reports required under Subsection (a}(13), Rule 3.15, and Rule 4.3 shall

be submitted simultaneously with a Production Permit application and shall include all of
the required elements of the District’s Hydrogeological Report Requirements in order for
the Production Permit application to be deemed administratively complete.

Rule 3.11 Administrative Completeness of Production Permit Application.
The District shall promptly consider and act on each administratively complete application for a

Production Permit that meeis the requirements of Rule 3.10, includes the application fee
established by the District under Rule 9.12. and for which the applicant is in compliance with

District rules. If an application is not administratively complete, the District may request the

applicant to complete the application as required by these Rules. The application will expire if the

applicant does not complete the application within 60 (sixty) days of the date of the District’s
request or upon conclusion of an extension granted by the General Manager of the District.

Rule 3.12 Considerations for Granting or Denying a Permit Application.

(a) Before granting or denving a Production Permit application, the District must consider
whether;

(1) the application contains accurate information, all the information requested and is

accompanied by the subscribed administrative fees:
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(2) the water well(s) complies with Chapter 36 of the Texas Water Code, and these
Rules. including but not limited to the spacing and production limitations identified
in these rules;

(3) the proposed use of water unreasonably affects existing groundwater and surface
water resources or existing permit holders;

(4) the proposed use of water is dedicated to a beneficial use;

(5) the proposed use of water is consistent with the District’s Management Plan:

(6) the applicant agrees to avoid waste and achieve water conservation;

7} the applicant has agreed that reasonable diligence will be used to protect

groundwater quality and that the applicant will follow well plugging guidelines at

the time of well closure:; and

(8) for those hearings conducted by the State Office of Administrative Hearings, the

Board shall consider the proposal for decision issued by the State Office of
Administrative Hearings.

{b) The District, to the extent possible, shall issue permits up to the point the total volume of

exempt and permitted groundwater production will achieve the applicable Desired Future

Conditions established for the aguifers in the District. In issuing permits, the District shall
manage total groundwater production on a long-term basis to achieve the applicable

Desired Future Conditions and shall consider:

(1) the Modeled Available Groundwater determined by the Executive Administrator

of the Texas Water Development Board:

(2) the Executive Administrator of the Texas Water Development Board’s estimate. as

may be provided by the District, of the current and projected amount of

groundwater produced under the exemptions in District Rule 3.7:

3) the amount of groundwater authorized under permits previously issued by the
District;

(4) a reasonable estimate of the amount of groundwater that is actually produced under

permits issued by the District; and

5) vearly precipitation and production patterns.

Rule 3.13 Permit Term.

Except as otherwise specifically provided in the conditions of an individual permit, all permits are

perpetual in nature; provided, however. that the District will conduct inspections and will request

information from a permit holder from time-to-time as required to ensure the accuracy and
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integrity of the District’s information, and to enforce compliance with District Rules, the District
Act, and Chapter 36 of the Texas Water Code. Upon receipt of information that necessitates a

permit amendment under Rule 3.15. the District shall notify the well owner in writing that a permit
amendment is required prior to the initiation of the permit amendment process.

Rule 3.14 Aggregation of Withdrawal Among Multiple Wells,
Muitiple weils that are part of a well system that are owned and operated by the same person or

entity may be aggregated under a single permit; provided, however, that wells owned by the same

person or entity that produce from different aquifers are not aggregated for purposes of authorized

production. All aggregated production shall be based on the maximum amount of production
authorized from the specific aquifer, or subdivision thereof, from which the well system produces.

Rule 3.15 Permit Amendment.

(a) __Prior to undertaking any action that would exceed the maximum amount of sroundwater
authorized to be produced under a permit issued by the District, or a change to the location
or purpose of use, the capacity of the well, or any other applicable term. condition or
restriction of an existing permit, the permit holder must first apply for and obtain a permit

amendment. All applications for amendments to any permit issued by the District are subject
to the considerations for Production Permits in Rule 3.12. and are subject to the notice and

hearing procedures set forth in Rule 5.3. Changes requested to the purpose of use or to

increase the amount of annual production under a Historic Use Permit require the issuance of

a Production Permit prior to the changes being made.
(b) Requests to modify or increase an existing well or well system that would result in the existing

well(s), in total, being equipped to produce 200 gallons per minute or more require the

submission of a Hydrogeological Report under Rule 3.10(a)(13).

(c)__A permit amendment is not required for any well, well pump, or pump motor repair or
maintenance if such repair or maintenance does not substantially alier the well. well pump.
Or pump motor.

(d) _The District may initiate an amendment to a permit as necessary and provided by these Rules.

If the District initiates an amendment to a permit, the permit as it existed before the permit
amendment process shall remain in effect until the conclusion of the permit amendment or

Process.

Rule 3.16 Permits Subject to Conditions and Restrictions.

(a) Permits issued by the District may be subject to the conditions and restrictions placed on the
rate and amount of withdrawal, the Rules promulgated by the District, and terms and
provisions with reference to the equipping of wells or pumps that may be necessary to prevent
waste and achieve water conservation, minimize as far as practicable the drawdown of the
water table or the reduction of artesian pressure, lessen interference between wells, or to
achieve the Desired Future Conditions established for the aquifers in whole or in part within
the boundaries of the District. The permittee, by accepting the permit, agrees to abide by any
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and all groundwater withdrawal regulations established by the District that are currently in
place, as well as any and all regulations established by the District in the future. Acceptance

of the permit by the person or entity to whom it is issued constitutes acknowledgment of, and

agreement to comply with, all of the terms, provisions, conditions, limitations, and

restrictions.
(b) _All permits shall include, at a minimum, the following conditions:

1. That the permit holder may not exceed the annual amount of production from a well
or well system from the specific aquifer authorized under the permit except, as
authorized by the District.

2. The permit is granted subject to the District’s rules. orders of the District Board of

Directors, special provisions, permit conditions, and laws of the State of Texas,

including but not limited to Chapter 36 of the Texas Water Code and the District’s

enabling legislation codified at Chapter 88359 of the Special District Local Laws
Code.

3. Acceptance of the permit and production of groundwater under the authority
granted constitutes acknowledgement and agreement that the permittee is required
to abide by the precise terms of this permit and comply with the District’s rules.

orders of the District Board of Directors, special provisions, permit conditions, and
laws applicable to the permit.

4, Violation of the terms of the permit shall result in enforcement in accordance with

the District’s Enforcement Policy and Civil Penalty Schedule, Chapter 36 of the
Texas Water Code, and the District’s enabling legislation codified at Chapter 8859

of the Special District Local Laws Code.

5. The permit does not confer any rights and/or privileges other than those expressly
set forth herein.

6. The well(s) identified in the permit shall be installed, equipped, operated,

maintained, plugged, capped, or closed, as may be appropriate in accordance with
the District’s rules.

7. Production shall not exceed the amount of authorized production set forth in the
permit.
8. Produced groundwater shall be put to a beneficial use at all times. Operation of the

well(s) under the permit shall be conducted in a manner so as to avoid waste,

pollution, or harm to groundwater resources.

9, The well site shall be accessible to District representatives and/or agents for

inspection during business hours and during emergencies. The permit holder agrees
to cooperate fully in any reasonable monitoring or sampling of the well(s).

10. A permit holder shall provide written notice to the District of any change of

ownership, name of any authorized representative, well operator, mailing address
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or telephone number in accordance with District rules.

11. The permit holder shall reduce waiter production as required by District rules and

orders of the Board of Directors, including but not limited to proportional

adjustments issued based on achievement of the District’s Desired Future

Conditions, and/or adjustments due to times of drought and in accordance with the
District’s Drought Contingency Plan, as applicabie.

12. The application and all information pursuant to which the permit has been granted

is incorporated therein, and the permit has been granted based on the accuracy

thereof. A finding that false information has been supplied to the District shall be

grounds for immediate revocation of the permit, and shall subject the permit holder

to enforcement.

13, The permit contains all matters approved by the District related to the permittee’s

authority to use groundwater, and all other matters requested by the permit holder

not included in the permit are denied.

14. In the event of a conflict between the terms of the permit and the application and
information pursuant to which the permit was granted, the terms of the permit shall

prevail.

15, Any other information, special conditions or restrictions deemed necessary by the
District.

Rule 3.17 Em ency A grization.

(a) The General Manager or Board may grant an Emergency Permit authorizing the drilling,
equipping, or operation of a well that complies with the spacing requirements of Rule 4.2,
An Emergency Permit may be granted without notice, hearing, or further action by the Board,

or with such notice and hearing as the General Manager deems practical and necessary under

the circumstances.

{b) _An Emergency Permit may only be issued upon a finding that:

1. No suitable surface water or permitted groundwater is immediately available to the
applicant; and

2. An emergency need for the groundwater exists such that issuance of the permit is

necessary to prevent the loss of life or to prevent severe, imminent threats to the
public health or safety.

(c) An Emergency Permit may be issued for a term determined by the Board or General Manager
based upon the nature and extent of the emergency, but which shall in no event exceed sixty
(60) days. Upon expiration of the term, the permit automatically expires and is cancelled.







SECTION 4.
SPACING AND LOCATION OF WELLS; WELL COMPLETION

Rule4.1 Spacing and Location of Existing Wells.

Wells drilled or for which an administratively complete registration application is filed prior to
the Effective DateApsrit4-2642, shall be drilled in accordance with state law and District rules

in effect -—#f-any-—on the date such drilling commenced or the administratively complete
registration application was filed. and are exempt from the spacing, location, and completion
requirements of these rules to the extent that they were drilled lawfully.

Rule 4.2 Spacing Requirements for All New Wells

(a) Excepl as authorized under Rule 4.3. all new wells for which a registration application is
filed after the Effective Date shall be required to adhere to the spacing requirements of
the District. The owner of a well or well system for which significant plans or funding

related to the drilling thereof have been developed prior to the Effective Date may submit

evidence to the District in order for the District to consider whether the well or well
system qualifies under Rule 4.1 for spacing purposes only.

(b) The minimum distance from the property line for all new wells shall be 50 feet for all
aquifers within the District. The minimum distance from existing registered wells
completed in the same aquifer is based upon the capacity of the proposed new well. Wells
equipped so that the maximum production capacity is 17.36 gpm (25.000 gallons per day)

or less are required to be located no less than 100 feet from existing registered wells for

all aquifers within the District. The Spacing Formula for new wells that are proposed to
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be equipped so that the maximum production capacity is more than 17.36 epm (25,000
gallons per day) requires wells to be located at a distance of not less than the sum of 876
feet plus 2.6 multiplied by the maximum production capacity of the proposed well (in

gpm) for all aquifers within the District. The following table summarizes the District’s

spacing requirements:

Minimum Spacing Requirements for All New Wells in the District
Applies to all aquifers

Maximum Capacity of Spacing from Property Spacing from Existing
Well Line Wells Completed in the
Same Aquifer
17.36 gpm or less 50 feet 100 feet
Greater than 17.36 gpm 50 feet 876 feet + 2.6 (gpm of

proposed well)

(c) A person who drills a well in violation of the applicable spacing requirements of this

rule may be required to recomplete or reconstruct the well in accordance with the
District's rules, and may be ordered to plug the well deemed to be in violation.

(d) An administratively complete registration application approved by the District or a

spacing exception granted by the District Board pursuant to Rule 4.3 shall reserve a well

site for the duration of time before the well is drilled or upon expiration of the deadlines
set forth in Rule 3.3(d).

Rule 4.3  Exceptions to Spacing Requirements

a If an exception to the spacing requirements of the District is desired. a person shall
submit an application on a form provided by the District. In the application, the applicant
must explain the circumstances justifving an excepiion to the spacing requirements of
the District, The application must include a boundary survey or sketch, drawn to scale,

one inch equaling two-hundred (200) feet. The boundary survey or sketch must show
the property lines in the immediate arca and show accurately, to scale, all existing wells

within the applicable spacing distance under Rule 4.2 of the proposed well site. The
application and boundary survey or sketch must be certified by a person acguainted with
the facts who shall state that the facts contained in the application are true and correct.

(b) An exception to the property line and existing well spacing requirements shall be
automatically granted upon receipt of an application under Subsection (a) that includes

cvidence and a sworn statement by the Jandowner or well owner, as applicable, that the

abutting land or existing well to which a spacing exception is requested is owned by the
same person as the proposed well.

(c) An exception may be granted by the Board after written notice has been given by the
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applicant by mailing notice by certified mail, return receipt requested. to all existing

registered wells located within the minimum required distance from the proposed well
site, after a public hearing at which all interested parties may appear and be heard, except
as otherwise provided in Subsection (d). Proof of the mailed notice shall be given to the
General Manager by the applicant no iess than twenty (20) davs prior to the date of the
public hearing on the spacing exception request.

{d) If all existing well owners within the applicable spacing distance for which an exception
is sought execute a certified waiver in writing, stating that they do not object to the
granting of the exception, the District may proceed, upon notice to the applicant only

and without hearing, and take action to grant or deny the exception in full or in part.

{e) Grounds for granting a spacing exception may include evidence that the well proposed
in the application will produce groundwater from a different aquifer subdivision other

than that from the proposed well.

(H If the Board approves a spacing exception for a nonexempt well, the Board may limit
the production of the well under Production Permit to prevent or limit injury to existing

well owners or the applicable aquifer or subdivision thereof.

Rule 4.42 SpacingLocation-ahdStandards of Completion for New-All Wells.

(a) All wells must be completed in accordance with the well completion standards set forth

under the Texas Water Well Drillers and Pump Installers Administrative Rules, Title 16,
Part 4, Chapter 76, Texas Administrative Code, and under these Rules. Artificial flow

restrictors that can in any way affect the measurement of the capacity of a well as equipped
are strictly prohibited.

(b) In addition to the requirements under Subsection (a), all new wells, re-completed wells, and
wells that are re-worked in a manner that involves removal of the pump from the well for
any reason shall be equipped in such a manner as to allow the measurement of the water
level in the aquifer supplying water to the well. The driller or well owner is responsible for

ensuring that the completed well complies with this subsection.

H)m) After authorization-to-drill-anew—well-has been-grantedthe Notice to Procced has been
issued by the District, the well may only be drilled at a location that is within 30 feet (10

vards) ten-{1-0}-feet of the location specified in the registration.
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c Water well drillers shall indicate the method of completion performed on the well report

and shall indicate the water level upon completion of the well.

(d) To prevent the commingling of water between the aquifers which can result in a loss of
artesian _(or static) head pressure or the degradation of water quality, each well
penetrating more than one aquifer or subdivision thereof must be completed in a manner so
as to prevent the commingling of groundwater between aquifers or between subdivisions of
an aquifer if required by the Texas Water Well Drillers and Pump Installers Administrative

Rules, Title 16, Part 4, Chapter 76. Texas Administrative Code. The driller shall indicate the
method of completion used to prevent the commingling of water on the well report. The

well driller may use any lawful method of completion calculated to prevent the commingling

of groundwater.

{(e) All new-wells drilled on or after January 1, 2017. must be equipped with either one of the
following water quality control devices for the purpose of preventing the siphoning of
external water and contaminants into the well:

(1)  abackflow prevention device installed above ground so that it is readily accessible
for maintenance or replacement; or

(2)  anair gap installed at the well discharge location.

(f)  Except as otherwise provided in Subsection (g) of this rule, sew-wells drilled on or after

January 1, 2017, shall meet at least one of the following completion standards:

&

(1)  the well shall be completed in a manner that exposes fourteen (14) inches or six (6)
pipe diameters, whichever is greater, of straight and unobstructed discharge pipe
above ground so that the District’s flow metering measurement device can measure
the flow rate;

(2)  provide a threaded tee above ground with the same pipe diameter requirements as
Subsection (e)(1} and with valves arranged in a manner to divert 100% of the
discharge to one side of the tee temporarily so that the District’s flow metering device

can measure the flow rate; or
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3) equip the well with a meter that is easily accessible and measures instantaneous flow
rate.

(2) The District shall test the flow rate of all new wells through one of the following methods:

(1) At the weli head before the well is tied into the system that it will ultimately serve:
or

(2} Through a bypass installed within fifty (50) feet downstream of the meter.

A “bypass” as the term is used in this rule means an instaliation downstream of the meter

that is of equal size to the discharge pipe so that there is unobstructed flow for purposes of

measuring the maximum flow capacity from a well.

Rule4.53 Replacement Wells.

(a) No person may replace an existing well without first having obtained authorization from
the District. Authorization for the construction of a replacement well may only be
granted following the submission to the District of an application for registration of a
replacement well on a form provided by the District. The application for registration of a
replacement well shall include a diagram of the property that depicts both the proposed
replacement well and the well being replaced, and any other existing structures on the

property.

(b)  Applications for registratien-ef replacement wells submitted under this rule may be
granted by the General Manager without notice or hearing. An applicant may appeal the
General Manager’s ruling by filing a written request for a hearing before the Board. The
Board will hear such an appeal at the next available regular Board meeting or hearing
called for that purpose.

(c) A replacement well must be actually drilled and completed so that it meets—the-spacing
aciEament g ~nrtla 20 T a A (i _and 10 lanatad ~s nt o O ol o a

being-replacedis located within fifty (50) feet of the well being replaced. A replacement
well shall be drilled so that it is located farther away from the nearest existing registered
well than the well being replaced if possible based on property configuration. The

replacement well and pump must not be larger in designed production capacity than the
well and pump being replaced; i 1.

(d) The well owner must cease all production from the well being replaced immediately
upon commencing production from the replacement well, and must plug the well being
replaced within ninenty (90) days from the date that the replacement well is completed.

(e) For those applications submitted to replace a well that also include a request to increase the
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capacity of the replacement well beyond that of the well being replaced, the spacing

requirecments of Rule 4.2 shall apply only to the increase in capacity over that of the well

being replaced. A Production Permit or permit amendment shall also be required for the

increase in capacity over that of the well being replaced if required by Rules 3.9 or 3.15.

&

SECTION 5,
HEARINGS OF THE DISTRICT

Rule 5.1 _ Hearings Generally.
{a) A public hearing may be held on any matter within the jurisdiction of the Board, or if the

Board deems a hearing to be in the public interest or necessary to effectively carry out the
duties and responsibilities of the District. The District conducts four general types of hearings

under this Section:

(1) rulemaking or Management Plan hearings involving matters of general applicability that

implement, interpret, or prescribe the law or District policy, or that describe the procedure

or practice requirements of the District;

(2) hearings involving the issuance of Production Permits or permit amendments, in which the
rights, duties, or privileges of a party are determined after an opportunity for an

adjudicative hearing;
(3) show cause hearings, in which the obligation and authority of the District to impose civil

penalties is considered under specific relevant circumstances, as set forth in Rule 11.6: and
(4) hearings on the Desired Future Conditions proposed for the District.
(b) Any matter designated for hearing before the Board may be heard by a quorum of the Board,

referred by the Board for a hearing before a hearing examiner, by a quorum of the Board

along with an appointed hearing examiner who officiates during the hearing, or by the State
Office of Administrative Hearings if required under Rule 5.4(b).

{c) Any hearing may be scheduled during the District’s regular business hours, Monday through

Friday of each week, except District holidays. All hearings shall be held at the location set
forth in the notice. Any hearing may be continued from time to time and date to date without

notice after providing the initial notice.

Rule 5.2 Rulemaking Hearings
(a) Rulemaking hearing notice shall include a brief explanation of the subject matter of the

hearing. the time, date, and place of the hearing, location or internet site at which a copy of
the proposed rules may be reviewed or copied, if the District has a functioning Internet site,

and any other information deemed relevant by the General Manager or the Board.

(b) Not less than 20 calendar days prior to the date of the hearing, the General Manager shall:
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(1 Post notice in a place readily accessible to the public at the district office;
2) Provide notice to the county clerks within the District;

(3) Publish notice in one or more newspapetrs of general circulation in the District:

4 Provide notice by mail, facsimile, or electronic mail to any person who has requested
rulemaking hearing notice: and

(5) Make available a copy of all proposed rules at a place accessible to the public during
normal business hours, and post an electronic copy on the District’s internet site.

{(c) A person may submit to the District a written request for notice of a rulemaking hearing. A

request is effective for the remainder of the calendar vear in which the request is received

by the District. To receive notice of a rulemaking hearing in a later vear, a person must

submit a new request. An affidavit of an officer or employee of the District establishing

attempted service by first class mail, facsimile, or e-mail to the person in accordance with
the information provided by the person is proof that notice was provided by the District.

(d) Failure to provide notice under Subsection (c) does not invalidate an action taken by the

District at a rulemaking hearing.

{e) A person participating in a rulemaking hearing shall complete a hearing registration form

stating the person’s name, address. and whom the person represents. if applicable.

§3)] The District shall prepare and keep a record of each rulemaking hearing in the form of an

audio or video recording or a court reporter transcription.

(g) The District may use an informal conference or consultation to obtain the opinions and

advice of interested persons about contemplated rules and may appoint advisory committees

of experts, interested persons, or public representatives to advise the District about
contemplated rules.

Rule 5.3 Permit Hearings.
(a) If the General Manager or Board schedules a hearing on an application for a Historic Use

Permit, Production Permit, permit amendment or permit revocation, the General Manager

shall give notice of the hearing as provided in this section. The General Manager or Board

may schedule more than one permit application for consideration at a hearing.

(b) Any person having an interest in the subject matter of a permit hearing may receive written

notice of the hearing if the person submits to the District a written request to receive notice
of the hearing. The request remains valid for a period of one vear from the date of the request,
after which time a new request must be submitted. Failure by the District to provide written
notice to a person under this Subsection does not invalidate any action taken by the Board.

(c) Not later than the 10th day before the date of a permit hearing, the General Manager shall:
As Amended on Jarnes 1200 7XXXX, 2018 Page 43




1. Post notice at a place readily accessible to the public in the District office;

2. Provide to the county clerk of all counties within the District, whercby the county clerks

must post the notice on a bulletin board at a place convenient to the public;
3. Provide notice by regular mail to the applicant; and

4. Provide notice by mail, fax, or email to_any person who has specifically requested to
recetve notices of permit hearings.

(d) The notice provided under Subsection (d) must include:
1. the name and address of the applicant;

2. the address or approximate location of the well or proposed well;
3. a brief explanation, including any requested amount of groundwater, the purpose of the

proposed use, and any change in use, if applicable:

4. _a general explanation of the manner by which a person may contest the permit, or permit
amendment:

5. the time, date, and location of the hearing: and

6. any other information the Board or General Manager deems relevant and appropriate to
include in the notice.

(e) An administratively complete application shall be set for a hearing within sixty (60) days after

the date the application is determined to be administratively complete. A hearing shall be held
within thirty-five (35) days after the setting of the date, and the District shall act on the
application within sixty (60) days afier the date the final hearing on the application is
concluded.

Rule 5.4 Contested Permit Hearings

(a) The General Manager, the applicant, or an affected person may request a contested hearing
on an application for a permit or permit amendment. A request for a contested hearing is

distinguished from public comment on an application, and shall be filed not later than three
(3) calendar days before the scheduled hearing date, and shall include the following

information:

(1) The name, address, telephone number and email of the person filing the request. If the
request is made by a group or association, the request must identify the primary contact
person responsible for receiving all official communications on behalf of the eroup or
association;

(2) The person or entity’s personal justiciable interest affected by the application and
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proposed withdrawal, including a statement demonstrating how that interest is not
common to members of the general public; and

(3} Specifically request a contested hearing.
(b) A request for a contested hearing to be conducted by the State Office of Administrative

Hearings pursuant to Section 36.416 of the Texas Water Code shall be made not later than
three (3) calendar days before the scheduled hearing date. If timely requested under this

section, the District shaill contract with the State Office of Administrative Hearings to conduct

the hearing on the application.

Rule 5.5 Preliminary Hearing for Contested Application.

(a) Upon the timely filing of a contested hearing request that meets the requirements of Rule 5.4,

the District shall schedule a preliminary hearing on the application. The preliminary hearing
may be conducted by a quorum of the Board, a Hearing Examiner, or the State Office of

Administrative Hearings.

b Parties 1o a contested hearing shall be designated at the preliminary hearing. Unless the

District is required to_contract with the State Office of Administrative Hearings to conduct
the contested hearing, the District may conduct the preliminary hearing on the same day and
immediately before the evidentiary hearing on an application.

(c) If the District determines that no person requesting a contested hearing has standing or that

no justiciable issues are presented. the Board may take any action authorized under Rule

5.6(a).

Rule 5. Action on Uncontested Application.

(a) The board may take action on any uncontested application at a properly noticed public

meeting held at any time after the public hearing at which the application is scheduled to be

heard. The board may issue a written order to:

(1) grant the permit application;
(2) grant the permit application with special conditions; or

(3) deny the permit application.

{b) An applicant may, not later than the 20th day after the date the board issues an order granting

the application, request a contested case hearing if the order:

1) includes special conditions that were not part of the application as finallv submitted; or

2) grants a maximum amount of groundwater production that is less than the amount

requested in the application.
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Rule5.7 Contested Case Hearings Conducted by the State Office of

Administrative Hearings.

(a) If timely requested by the applicant or other party to a contested case hearing, the District
shall contract with the State Office of Administrative Hearings to conduct the hearing on the

application. The Board shall determine whether the hearing held by the State Office of
Administrative Hearings will be held in Travis County or at the District office or other

regular meeting place of the Board.
(b) The party requesting that the hearing be conducted by the State Office of Administrative

Hearings shall pay all costs associated with the contract for the hearing and shall make a

deposit with the District in an amount that is sufficient to pay the estimated contract amount

before the hearing begins. If the total cost for the contract exceeds the amount deposited by
the paying party at the conclusion of the hearing, the party that requested the hearing shall
pay the remaining amount due to pay the final price of the contract. If there are unused funds

remaining from the deposit at the conclusion of the hearing, the unused funds shall be
refunded to_the paving party. The District may assess other costs related to hearines
conducted under this rule as authorized under Chapter 36, Texas Water Code, or the District

Rules.

(c) The administrative law _judge who conducts a contested case hearing shall consider
applicable District rules or policies in conducting the hearing. The District shall provide the

administrative law judge with a written statement of applicable rules or policies.
(d) The District Board may change a finding of fact or conclusion of law made by the

administrative law judge. or may vacate or modify an order issued by the administrative

judge. only if the board determines:

(1) that the administrative law judge did not properly apply or interpret applicable law,

District rules, written policies provided under Section 36.416(e) of the Texas Water
Code, or prior administrative decisions:

(2) that a prior administrative decision on which the administrative law judee relied is
incorrect or should be changed: or

3) that a technical error in a finding of fact should be changed.

Rule 5.8 _ Procedures for Permit Hearings Conducted by the District
{a) Authority of Presiding Officer: The Presiding Officer may conduct the hearing or other

proceeding in the manner the Presiding Officer deems most appropriate for the particular
hearing. The Presiding Officer has the authority to:

(O set hearing dates, other than the hearing date set by the General Manager or Board
under Rule 10.3;

(2) convene the hearing at the time and place specified in the notice for public hearing;
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3 designate the parties to a hearing:

C)) admit evidence that is relevant to an issue at the hearing. exclude evidence that is

irrelevant, immaterial, or unduly repetitious, and rule on motions and on the
admissibility of evidence;

{5) establish the order for presentation of evidence:

(6) administer oaths to all persons presenting testimony:

(N gxamine witnesses;

() ensure that information and testimony are introduced as convenienily and
expeditiously as possible, without prejudicing the rights of any person participating

in the proceeding;
(9 Conduct public hearings in an orderly manner in accordance with these rules:

(10) _ recess any hearing from time to time and place to place; and

(11)  exercise any other appropriate powers necessary or convenient to effectively carry
out the responsibilities of Presiding Officer.

Hearing Registration Forms: Each person attending and participating in a permit hearing of
the District must submit on a form provided by the District the following information: the
person’s name; the person’s address; who the person represents if other than himself:
whether the person wishes to provide public comment or testify; and anvy other information

relevant to the hearing.

{c) Public Comment: Documents that are filed with the Board that comment on an application,
but that do not request a hearing will be treated as public comment. The Presiding Officer

may allow any person, including the General Manager or a District employee, to provide
comments at a hearing on an uncontested application.

(d) Any interested person may appear at a hearing in person or may appear by representative
provided the representative is fully authorized to speak and act for the principal. Such person

or representative may present evidence, exhibits, or testimony, or make an oral presentation

as determined by the Board. Any partner may appear on behalf of a partnership. A duly
authorized officer or_agent of a public or private corporation, political subdivision,

governmental agency, municipality, association, firm, or other entity may appear on behalf
of the entity. A fiduciary may appear for a ward, trust, or estate. A person appearing in a
representative capacity may be required to prove proper authority.

{e) After the Presiding Officer calls a hearing to order, the Presiding Officer shall announce the

subject matter of the hearing and the order and procedure for presentation.
() The Presiding Officer may prescribe reasonable time limits for the presentation of evidence

and oral argument.
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(g) If the Board has not acted on the application, in the discretion of the Presiding Officer, any
person who testifies at a hearing may supplement that testimony by filing additional written

material with the Presiding Officer within ten (10) days after the date of conclusion of the

hearing. A person who files additional written material with the Presiding Officer must also

provide the material, not later than the 10th day after the date of the hearing, to any person

who provided comments on an uncontested application or any party to a contested hearing.

A person who receives additional written material under this Subsection may file a response

to the material with the Presiding Officer not later than the 10th day after the date the material
was received. Cumulative, repetitive, and unduly burdensome evidence filed under this

Subsection will not be considered by the Board.

Every person, representative, wilness, and other participant in a proceeding must conform
to_ethical standards of conduct and must exhibit courtesy and respect for ail other

participants. No person may engage in any activity during a proceeding that interferes with
the orderly conduct of District business. If in the judgment of the Presiding Officer. a person

is acting in violation of this provision, the Presiding Officer will first warn the person to

refrain from engaging in such conduct. Upon further violation by the same person. the

Presiding Officer may exclude that person from the proceeding for such time and under such
conditions as the Presiding Officer deems necessary.

() Written testimony: When a proceeding will be expedited and the interest of the persons
participating in the hearing will not be prejudiced substantially, testimony may be received

in written form. The written testimony of a witness, either in narrative or question and answer
form, may be admitted into evidence upon the witness being sworn and identifving the
testimony as a true and accurate record of what the testimony would be if given orally. On
the motion of a party to the hearing, the Presiding Officer may exclude written testimony if
the person who submits the testimony is not available for cross-examination by phone, a

deposition before the hearing, or other reasonable means.

(a) No person will be allowed to appear in any hearing or other proceeding whose appearance.
in the opinion of the Presiding Officer, is for the sole purpose of unduly broadening the

issues to be considered in the hearing or other proceeding. A record of a hearing in the
form of an audio or video recording or a court reporter transcription shall be prepared and

kept by the Presiding Officer in a contested hearing. The Presiding Officer shall have the

hearing transcribed by a court reporter upon a request by a party to a contested hearing.

The Presiding Officer may assess court reporter transcription costs against the party

requesting the transcription or among the parties to the hearing. The Presiding Officer may

exclude a party from further participation in a hearing for failure to pay in a timely manner
costs assessed against that party under this rule, unless the parties have agreed that the costs

assessed against such party will be paid by another party.

Rule 5.9  Board Action.
The Board shall act on a permit or permit amendment application not later than the 60th day after the

date the final hearing on the application is concluded. For hearings conducted by the State Office of
Administrative Hearings. the Board shall make the final decision on the application within 60 days

after the issuance of the proposal for decision by the State Office of Administrative Hearings. In a
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hearing in which the District has contracted with the State Office of Administrative Hearines to
conduct the confested case hearing, the Board has the authority to make a final decision on

consideration of a proposal for decision issued by the State Office of Administrative Hearings
administrative law judge consistent with Section 2001.058, Texas Government Code.

Rule 5.10 Request for Rehearing or Findings and Conclusions.

a An applicant in a contested or uncontested hearing on an application or a to a contested
hearing may appeal a decision of the Board by requesting written findings of fact and

conclusions of law within twenty (20) calendar days of the date of the Board’s decision. On

receipt of a timely written request, the Board shall make written findings of fact and
conclusions of law regarding a decision of the Board on a permit or permit amendment
application. The Board shall provide certified copies of the findings and conclusions to the
party who requested them, and to each designated party, not later than the 35th day after the

date the Board receives the request.

(b) A party who receives a certified copy of the findings and conclusions from the board may
request a rehearing before the Board not later than the 20th day afier the date the Board

issues the findings and conclusions. In a contested case, a party must first make a request for
written findings and conclusions under District Rule 5.10 before any party to the contested

case may submit a request for rehearing under this rule.

(c) A request for rehearing must be filed with the District in writing and must state clear and
concise grounds for the request. The person requesting a rehearing must provide copies of
the request to all parties to the hearing. With respect to any decision or action of the Board
in a contested case, such a request for rehearing is mandatory before any appeal to District

Court may be brought. Any appeal to District Court shall be limited to the issues and grounds
raised in the motion for rehearing.

Rule 5.11 Final Decision.

a A decision by the Board on a permit or permit amendment application is final:

{H If a request for rehearing is not filed on time, on the expiration of the period for filing
a request for rehearing; or

) If a request for rehearing is filed on time, on the date:
(A) the Board denies the request for rehearing either expressly or by operation of

law; or

(B) the Board renders a written decision after rehearing,

(b) Except as provided by Subsection (c), an applicant or a party to a contested hearing may file
suit against the district under Section 36.251, Texas Water Code. to appeal a decision on a
permit or permit amendment application not later than the 60th day after the date on which
the decision becomes final.
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{c) An applicant or a party to a contested hearing may not file suit against the District under

Rule 6.1

Section 36.251, Texas Water Code, if a request for rehearing was not filed on time.

SECTION 6
PRODUCTION LIMITATIONS:; DRO T BUFFER;

MANAGEMENT ZONE AND PROPORTIONAL REDUCTION

AUTHORITY
Production Limits for Permits.

The District shall designate the maximum quantity of groundwater authorized to be produced on an
annual basis under each Historic Use Permit and Production Permit issued by the District pursuant

to_the conditions of the District Act, Chapter 36 of the Texas Water Code, the Desired Future

Conditions established by Groundwater Management Area 8, as adopted by the District, in which the

District is located for the aquifers located in whole or in part within the boundaries of the District,

and these Rules. Except as otherwise provided in these Rules, the quantity withdrawn under a

Historic Use Permit or Production Permit shall not exceed the maximum amount of groundwater
designated in the permit issued by the District.

Rule 6.2 Temporary Drought Buffer.

(a)

The District shall adopt a Drought Contingency Plan that establishes voluntary

(b)

conservation strategies applicable to various drought stages declared by the District. The
drought stages set forth in the Drought Contingency Plan shall be based upon_those

recognized by the Texas Water Development Board, as follows:

1. Abnormally dry conditions;
2. Drought — Moderate:

3. Drought — Severe:

4. Drought — Extreme: and
5. Drought - Exceptional

The declaration of each drought stage under the Drought Contingency Plan shall occur

based on the most recent Texas Water Development Board Monthly Drought Report as
specified for the counties within the District. In the event one or more of the counties
within the District are at least partially included in a Drought-Extreme or Drought-
Exceptional status, the District’s Drought Buffer shall apply to some or all of the permits
issued by the District as determined according to the District’s Drought Contingency Plan.
Issuance of a Drought Buffer declaration by the District according to the Drought
Contingency Plan shall result in the affected permits’ production limits set forth under
Rules 7.1 and 7.2 being adjusted upward by fifteen percent (15%) of the maximum

quantity of groundwater authorized under the permit. The Drought Buffer shall remain
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in place until District suspends the Drought Buffer under this rule based upon

improvement of the drought status according to the Texas Water Development Monthly

Drought Report.

Rule 6.3  Authority to Establish Management Zones.

(a) Using the best hydrogeologic and other relevant scientific data readily available, the Board

by resolution may create specific management zones within the District based on
geographically or hydrogeologically defined areas, aquifers, or_aquifer subdivisions, in
whole or in part, within which the District may:

(1) assess walter availability;
(2) establish more restrictive spacing requirements:;
(3) authorize total production and make proportional adjustments to permitted

withdrawals; and

4 otherwise undertake efforts to manage the groundwater resources in a manner that is

consistent with the District Act, Chapter 36, Texas Water Code, and that aids in the

attainment of all applicable Desired Future Conditions established for the aguifers

located in whole or in part within the boundaries of the District.

In creating management zones, the Board shall atiempt to establish zone boundaries that will

promote fairness and efficiency by the District in its management of groundwater, while

considering hydrogeologic conditions and the Desired Future Conditions established for the

aquifers located in whole or in part within the boundaries of the District.

Rule 6.4 _ Proportional Adjustment,

{a) The Board, by resolution, may establish proportional adjustment reductions to alter the
amount of production allowed from an aquifer within the District if reductions are required
under these rules. and/or if reductions are required within one or more Management Zones,
if necessary to avoid impairment of and to achieve the applicable Desired Future Conditions

established for the aquifers located in whole or in part within the boundaries of the District.

{b) When establishing proportional adjustment restrictions, the Board shall first set aside an
amount of groundwater equal to an estimate of total exempt use for each aquifer. If the

proportional adjustment restrictions are to be imposed for a particular aquifer in a particular

Management Zone, the Board shall first set aside an amount of groundwater equal to an
estimate of total exempt use for each aquifer within that particular Management Zone.

{c) After first setting aside an amount of groundwater for exempt use for each aquifer, the Board
shall allocate groundwater next to Historic Use Permits according to the permitted amount

in each or a proportion thereof, and then to Production Permits according to the permitted
amount in each or a proportion thereof,
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(d) When_establishing proportional adjustment restrictions that contemplate the reduction of
authorized production, the Board may choose to proportionately reduce existing permits on
a pro rata basis according to the order stated herein.to allow for new production.

Rule 6.5 Issuance of New Production Permits.
In a management zone where the Board has already established proportional adjustment regulations,

new Production Permits may be issued by the District for production in the management zone only
if the management zone contains groundwater available for permitting after the District has made

any and all proportional adjustments to existing permits in a manner that is consistent with the
achievement of the Desired Future Conditions established for the aquifers located in whole or in part

within the boundaries of the District.

SECTION 75.
REGULATION-OEPRODUCTION; WASTE-
PROHIBITEDAQUIFER STORAGE AND RECOVERY WELLS

Rule 7.1 Registration Required,

A project operator of an Aquifer Storage and Recovery project shall register the injection and
recovery wells associated with the project with the District, and shall provide the District will all

reports required to be submitted to TCEQ under Sections 27.155-.156 of the Texas Water Code.

Rule 7.2 No Permit Required; No Water Use Fee Imposed on Authorized
Recovery.

Except as provided by Rule 7.3, no permit is required for the drilling, equipping, or operation of
an Aquifer Storage and Recovery injection or recovery well authorized by TCEQ. Similarly, no

water use fee or transport fee will be imposed on the volume of groundwater authorized by TCEQ
to be recovered under an Aquifer Storage and Recovery project. The District mav, however, assess

a well registration fee or other similar administrative fee for an Aquifer Storage and Recovery well.
Rule 7.3 Exceeding Authorized Recovery Volume.

(a)  Ifan Aquifer Storage and Recovery project recovers an amount of groundwater that exceeds

the volume authorized by the TCEQ io be recovered under the project, the project operator

shall immediately report to the District the volume of groundwater recovered that exceeds
the volume authorized to be recovered in addition to providing the reports required by Rule

7.1

(b)  The recovery wells associated with an Aquifer Storage and Recovery project are subject to

the District’s spacing, permitting, metering, production and fee pavment requirements if the

amount of groundwater recovered from the wells exceeds the authorized volume to be

recovered under the project. The District’s spacing, permitting, metering, production and
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fee payment requirements only apply to the volume of groundwater recovered that exceeds
the recovery volume authorized by the TCEQ.

Rule 7.4 Desired Future Conditions Planning.

The District may consider hydrogeologic conditions related to the injection and recovery of water

as part of an Aquifer Storage and Recovery project in the planning related to, and monitoring of

the achievement of, a Desired Future Condition for the aquifer in which the injection and recovery
wells associated with the project are located.

SECTION 86.
TRANSPORTATION OF GROUNDWATER OUT OF THE DISTRICT

Rule 86.1 General Provisions.

(a) A person who produces or wishes to produce water from a well not-exemptunderRule

Z-Ha)-thatislecated or-is-te-be-located within the District and transport such water for use
outside of the district must register-the-wellreport and submit timely payment of the-any

applicable Groundwater Transport Fee to the District under Rule 7.29.3 for any water
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transported out of the District. The District may require the person to install any meters
necessary to report the total amount of groundwater transported outside of the District for
reporting purposes and for purposes of calculating the Groundwater Transport Fee.

(b)  The District may not, in a manner inconsistent with rules and fees applied to production
and use occurring wholly within the boundaries of the District, regulate production of
groundwater or assess fees against the transport of water produced in an area of a retail
public utility that is located inside the district boundaries and transported for use to an
area that is within the same retail public ufility but that is located outside the district
boundaries.

Rule 86.2  Reporting.

A person transporting groundwater for use outside of the District and subject to the requirement to
pay the Groundwater Transport Fee shall file periodie-quarterly reports with the District describing
the amount of water transported and used outside the District. The report shall be filed with the
District in the same manner, for the same reporting periods, and by the same deadlines set forth for
Water Production Reports under Rule 93.10. The report for groundwater transported shall be on
the appropriate form provided by the District and shall state the following:

(1)  the name of the person;

(2)  the well registration numbers of each well from which the person has produced
groundwater transported for use outside the District;

(3)  the total amount of groundwater produced from each well or well system during the
immediately preceding reporting period;

(4)  the total amount of groundwater transported outside of the District from each well,
well system or surface impoundment containing produced groundwater during each
month of the immediately preceding reporting period;

(5)  the purposes for which the water was transported; and

(6)  any other information requested by the District.

SECTION 97,
WATER PRODUCTION REPORTING AND WATER USE FEES

throu,qh regular mail facmmﬂe electromc mall hand dehverv or the DIStnct’s onhne

reporting svstem on a form nrowd_esi_hv the District, a quarterly report, and. if apphcable,
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only, containing the following:

1 the name of the registrant;

(2) the well numbers of each registered well within the District owned or operated by

3 the total amount of groundwater produce each well or well system durin
each month of the immediately preceding reporti iod;

OOt — ROt H5ea—Y—O—rHe—-GCRaFINEH

1Q§s_e_s shall be prowded in addltlon to the quarterlv nroductlon renorts and such

system loss reports shall include the following information:inechading:




;@g rting ggg! 7 I'o comply w1th ;@s rule, eachwater meter regulred to be mstalledunder
these Rules shall be read and recorded on a meter log within ten (10) days before or after
the last dav of each month, which shall be renorted to the Dlstrlct on a quarterlv basis. ﬁ

Rule 97.21  Water Use Fees.

(a) A water use fee rate schedule shall be established by Board resolution annually at least 60
days before the end of the calendar year. The Board may adopt a different water use fee
rate for water used for agricultural purposes than for water used for non-agricultural
purposes. The rate shall be applied to the groundwater pumpage in the ensuing calendar
year for each nonexempt well-net-exempt-ander Rule 2.1, The District will review the
account of any person changing the use of a well from non-exempt to exempt or vice versa
to determine if additional water use fees are due or if a refund of water use fees is warranted.

(b)  No later than 30 days prior to the end of the calendar yearbeginningwith-ealendar year

2642, the District shall send by regular mail or e-mail to the owner or operator of each
registered well that is required to pay the Water Use Fee a reminder statement setting
forth the water use fee rate applicable to the water produced in the ensuing year, setting
forth deadlines for submission of fee payments and production reports of meter readings,
and other mformatlon deemed appropnate by the Dlsmct%e—nﬁ&al—\ﬂhﬁef—Uee—Fee—fef

(c) The following types of uses are exempt from the fee payment and metering requirements

of these Rules:
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1. Groundwater produced within the boundaries of the District if the groundwater is

used by a fire department or an emergency services district solely for emergency

urposes; and

2. Groundwater produced from a well during its development or rehabilitation, including

groundwater used in pump tests, is exempt from the requirements relating to the
payment of fees under Section 7, the requirement to install and maintain a meter under

Section 8, and the requirement to report to the District the amount of water produced
from a well under Section 3. However, use of the well must comply with those
requirements before being placed into operation unless otherwise exempt under

these rules.

€e)(d) To qualify for the metering and fee payment exemption provided for in Subsection
(c). the entity responsible for using the water or the person responsible for supplying the
water for the authorized purposes, shall submit to the District a Water Production Report
that complies with Rule 9.1 that provides the amount of use for the purpose described in
Subsection (c)(1) or (2). For wells used for the purposes described under Subsection (c)(1)
or (2) that are metered, the Water Production Report shall state the metered usage. For
wells exempt from the metering requirements of these Rules, the Water Production Report

submitted under this rule shall provide an_estimated amount of use based on acceptable
estimation methods, including but not limited to electricity usage or calculation of usage

based on run time at the known flow measurement rate.

Rule 97.32  Groundwater Transport Fees.

The District shall-may impose a Groundwater Transport Fee in accordance with the authority set

forth in Sect:lon 36. 122( e) of the Texas Water Code ﬂf—lé—tﬂﬂes—the-&-stHet—s—Water—Use-Fee-mte

; : el - ferele: The procedures requlrements and
penaltles related to payment of the Water Use F ee shall apply to payment of the Groundwater
Transport Fee. Groundwater Transport Fees shall not be imposed on a water supplier that
withdraws groundwater from a well located in the District and that distributes the water to any part
of the territory within the water supplier’s certificate of convenience and necessity (CCN) issned
by the Texas Commission on Environmental Quality, or its predecessor or successor agency, that
is outside the boundaries of the District. Groundwater Transport Fees shall also not be imposed
on a person that produces groundwater from a well located in the District, but who uses the water
outside the boundaries of the District, only if the property where the well is located and the water
is used is contiguous and owned by the same person.

Rule 97.42  Payments of Water Use and Groundwater Transport Fees.

(@  All fees for groundwater production or transport in a calendar year must be paid to the
District based on quarterly production. All water production reports, monthly logs, and
groundwater transport reports will be due no later than 30 days from the end of the
applicable quarterly reporting period in accordance with Rule 93.10(). Fhe District-will
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the-gquarterly-reporting-period—All payments that are due to the District must be paid no

later than 6075 days from the end of the applicable quarterly reporting period.

(b)  Any well that is subject to fee payment under this Rule and that provides water for both
agricultural and non-agricultural purposes shall pay the water use fee rate applicable to
non-agricultural purposes for all water produced from the well, unless the applicant can
demonstrate through convincing evidence to the satisfaction of the District that a system
is or will be in place so as to assure an accurate accounting of water for each purpose of

use.

Rule 9.5 Summary of Applicable Meter Reading, Reporting and Water Use

Fee Payment Deadlines.
The following chart summarizes Rules 9.1, 9.2, and 10.5 regarding the deadlines for meter readings,

production reporting and water use fee payments that must occur on a quarterly basis:

September 30

August 21 to September 10
September 20 to October 10

Applicable Water Meter Reading Must Water Production Water Use Payment
Quarterly Occur and Be Recorded on Report Deadlines (Date Deadlines
Reporting Period Monthly Meter Log Between by Which Report of
Monthly Usage Must be
Submitted to District
Quarter 1; January 1 | January 21 to February 10 April 30 May 30
to March 31
February 18 to March 11
(additional day added into end of
timeframe to account for leap
years)
March 21 to April 10
Quarter 2: April 1 to | April 20 to May 10 July 30 August 30
June 30
May 20 to June 10
June 20 to July 10
Quarter 3: July 1 to | July 21 to August 10 QOctober 30 November 29
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Quarter 4: October 1 | October 21 to November 10 January 30 March 1*
to December 31

November 20 to December 10 *dcadline automaticaily
extended by one day

during leap vyears for
consistency

December 21 to January 10

Rule 97.64  Failure to Make Fee Payments.

(a) Payments not received W}ﬁam%G—daﬁ-—féHewﬂg—the—éate—ﬂaat—Wﬁer—Use—Fees—ef

rret-pursuant to the deadline

establlshed under Rule 97 4—3(3) w111 be sub]ect to a Iate payment fee of fifteen percent
(15%) of the total amount of water use fees due and owing to the District.

(b)  Persons failing to remit all Water Use Fees or Groundwater Transport Fees due and
owing to the District within 60 days of the date such fees are due pursuant to Rule 97.34(a)
shall be subject to a civil penalty not to exceed three times the amount of the outstanding
fees due and owing, in addition to the late fee penalty prescribed in Subsection (a) of this
Rule, and may be subject to additional enforcement measures provided for by these Rules
or by order of the Board.

Rule 97.75Failure to Submit Water Production Reports

(a) Water Production Reports not received withinby the deadline of not later than thirty
(30) days after the last day of the applicable quarterly reporting period pursuant to Rule

93.16(s) will be subject to a late fee of fifty dollars {($50.00) per billing account.

(b)  Persons failing to submit Water Production Reports within sixty (60) days after the last
day of the applicable quarterly reporting period pursuant to Rule 93.16¢b) shall be subject
to a civil penalty as set forth in the District’s Enforcement Policy and Civil Penalty
Schedule in Appendix A.

Rule 9.8 Penalty for Production in Excess of Maximum Amount Authorized

by Permit or Rule.

(a) Except as specifically authorized under Rule 6.2, no person may withdraw, or cause to be

withdrawn, groundwater within the District's boundaries in an amount that exceeds the
maximum amount specifically authorized by these Rules or in any permit issued by the

District. Persons withdrawing, or causing to be withdrawn, groundwater in an amount that

exceeds the specific amount authorized for withdrawal in the applicable District permit shall
be subject to an automatic penalty of three (3) times the applicable water use fee rate for the

first occurrence. Such excess production penalty shall accrue in addition to, and shall be due
at the same time as, the final quarterly production payment due to the District under Rule 9.2

for production from the previous calendar vear.

(b) _Any production in violation of Subsection (a) of this section that occurs within three (3)
calendar vears of a first occurrence of excess production shall result in an automatic penalty

of ten (10) times the applicable water use fee rate. and shall result in initiation of an automatic
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permit amendment by the District.

Rule 97.96 Returned Check Fee.

The Board, by resolution may establish a fee for checks returned to the District for insufficient
funds, accounts closed, signature missing, or any other reason causing a check to be returned by
the District’s depository.

Rule 97.107 Well Report Deposit.

The Board, by resolution, may establish a well report deposit to be held by the District as part of
the well registration procedures. The District shall return the deposit to the depositor if all
relevant well reports are timely submitted to the District in accordance with these Rules. In the
event the District does not timely receive all relevant well reports, or if rights granted within the
registration are not timely used, the deposit shall become the property of the District.

Rule 97.811- Well Registration and Permit Fees.

The owner of any new well shall submit payment to the District of a $100-non-refundable well
registration fee established by the Board per well, which is due by the same deadline
established under these rules for registration of the well._ The owner of a non-exempt well that
requires a permit shall also be required to pay the permit application fee established by the Board.

The-wellregistration-A fee required under this rule and established by the Board must be received
by the District in order for the District to find a registration application administratively complete.

The purpose of the-well—registrationsuch fees is to cover the administrative costs to the District
associated with registering and permitting the Well, where apphcable, and admmlstermg the
rulcs of the Dlstnct related to thc well T e e e 3 be

Rule 97129  Enforcement.

After a well is determined to be in violation of these rules for failure to make payment of water

use fees on or before the 60th day following the date such fees are due-pursuantto-Rule-73, all
enforcement mechanisms provided by law and these Rules shall be available to prevent
unauthorized use of the well and may be initiated by the General Manager without further

authorization from the Board.

Rule 97.130  Meter Sealing Fee.

The Board, by resolution, may establish a fee to recover all or part of its costs for removing and
reapplying a District seal and verifying relevant well and meter information in situations where a
well owner or operator submits a request to move a meter from one well to another.

SECTION
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108.
METERING

Rule 108.1 Water Meter Required.
{a) Execeptasprovided-inRule-2-2-1The owner of a well located in the District and not exempt

under Rule 2-33.7(a) shall equip the well with a flow measurement device meeting the
specifications of these Rules and shall operate the meter on the well to measure the flow
rate and cumulatlve amount of groundwater w1thdrawn from the well Al-l—metefs—that—afe

i : : 2 Except as
prov1ded in Rule 1082 the owner of a new or emstmg well not sszemnpiunder Fale 2L
that is located in the District shall install a meter on the well in compliance with the

requirements herein prior to producing groundwater from the well-en—er—afterJuly 1
2012

(b)  All meters installed on new, non-exempt wells must -be sealed in place by the District with
a District seal upon completion of the well. For purposes of this Section 10, “completion”
shall mean construction of the well and installation of the pump. Except as provided by
Rule €10.4, the meter must remain with the well except in cases where the well is
modified or the meter no longer meets the accuracy standards set forth under this rule and
Rule 108.3. In the event a well owner wants to move a meter from one well to another, the
well owner must subm1t a request to the Dlstnct to remove its meter seal-end-must-pay-te

= e—+1+0. The District shall remove
the seal w1thm five _(_) busmess days of recelwng a request from the well owner. The
District may seal the well from which the meter was removed to prevent its operation
without a meter, in addition to sealing the meter on the new well. The readings on the
meter must be recorded immediately prior to removal and at the time of reinstallation.

(¢) A mechanically driven, magnetic, or ultrasonic totalizing water meter is the only type of
meter that may be installed on a well registered with the District unless an approval for
another type of reliable meter or alternative measuring method is applied for and granted
by the District. The totalizer must not be resettable by the registrant and must be capable
of a maximum reading greater than the maximum expected annual pumpage. Battery
operated registers must have a minimum five-year life expectancy and must be
permanently hermetically sealed. Battery operated registers must visibly display the
expiration date of the battery. All meters must meet the requirements for registration
accuracy set forth in the American Water Works Association standards for cold-water
meters as those standards ex1sted on the date of adoptlon of these Rules Metefs—must—be
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(d)  All meters must be installed within fifiy (50) 25-feet of the wellhead. The water meter
must be installed according to the manufacturer’s published specifications in effect at the
time of the meter installation, or the meter’s accuracy must be verified by the
registrant in accordance with Rule 8.3. If no specifications are published, there must be
a minimum length of five pipe diameters of straight pipe upstream of the water meter
and two pipe diameter of straight pipe downstream of the water meter. These lengths of
straight pipe must contain no check valves, tees, gate valves, back flow preventers, blow-
off valves, or any other fixture other than those flanges or welds necessary to connect the
straight pipe to the meter. In addition, the pipe must be completely full of water
throughout the region. All installed meters must measure only groundwater.

(e}  Each meter shall be installed, operated, maintained, and repaired in accordance with the
manufacturer’s standards, instructions, or recommendations, and shall be calibrated to
ensure an accuracy reading range of 95% to 105% of actual flow.

® The owner of a well is responsible for the purchase, installation, operation, maintenance,
and repair of the meter associated with the well.

(e) Bypasses are prohibited unless they are also metered. This-sabsection-shall-not-apply—te
3 BHeterea—ahypasse ‘i.“:“ oR—he ;2'-‘:-'=:‘-:. St oo Y PaS58es

Rule 108.2 Water Meter Exemption.

Wells exempt from permitting under Rule 2-13.7(a) shall be exempt from the requirement to
obtain a water meter under Rule 108.1.

Rule 108.3 Accuracy Verification.

(@ Meter Accuracy to be Tested: The General Manager may require the registrant, at the
registrant’s expense, to test the accuracy of a water meter and submit a certificate of the
test results. The certificate shall be on a form provided by the District. The General
Manager may further require that such test be performed by a third party qualified to
perform such tests. The third party must be approved by the General Manager prior to
the test. Except as otherwise provided herein, certification tests will be required no more
than once every three years for the same meter. If the test results indicate that the water
meter is registering an accuracy reading outside the range of 95% to 105% of the actual
flow, then appropriate steps shall be taken by the registrant to repair or replace the water
meter within 90 calendar days from the date of the test. The District, at its own expense,
may undertake random tests and other investigations at any time for the purpose of
verifying water meter readings. If the District’s tests or investigations reveal that a water
meter is not registering within the accuracy range of 95% to 105% of the actual flow, or
is not properly recording the total flow of groundwater withdrawn from the well or wells,
the registrant shall reimburse the District for the cost of those tests and investigations
within 90 calendar days from the date of the tests or investigations, and the registrant
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shall take appropriate steps to bring the meter or meters into compliance with these Rules
within 90 calendar days from the date of the tests or investigations. If a water meter or
related piping or equipment is tampered with or damaged so that the measurement of
accuracy is impaired, the District may require the registrant, at the registrant's expense, to
take appropriate steps to remedy the problem and to retest the water meter within 90
calendar days from the date the problem is discovered and reported to the registrant.

(b)  Meter Testing and Calibration Equipment: Only equipment capable of accuracy results of
plus or minus two percent of actual flow may be used to calibrate or test meters.

(c) Calibration of Testing Equipment: All approved testing equipment must be calibrated
every two years by an independent testing laboratory or company capable of accuracy
verification. A copy of the accuracy verification must be presented to the District before
any further tests may be performed using that equipment.

Rule 108.4 Removal of Meter for Repairs.

A water meter may be removed for repairs and the well may remain operational. A water meter
may also be removed if necessary to modify the well. A water meter may be removed by the
owner according to this Section 10 and must provide notice tod the District within three
(3) business days of is-netified-prierto the removal. —and-Iif the well is to remain operational,
the repairs must be completed in a timely manner; provided, however, that a well shall not be

operated without a meter for more than fourteen (14) days from the date of removal. If the meter

on the well has already been sealed by the District, the District shall remove the seal within
five (5) business days of receiving a request from the well owner. The readings on the meter must
be recorded immediately prior to removal and at the time of reinstallation, and the owner must
either make the previous meter available for inspection by District staff or have a photo available

evidencing the last reading prior to removal of the meter. The record of pumpage must include an
estimate of the amount of groundwater withdrawn during the period the meter was not installed

and operating.

Rule 108.5 Water Meter Readings.

The-registrant-of-a—well-not exempt-under Rule2-1-Each meter must be read each-watermeter
assoeiated-with-the-well-and the actual amount of pumpage recorded the-meterreadingsand-the

aetaal-amount-of pumpage-in a log at least monthly. The logs containing the recordings shall be
available for inspection by the District at reasonable business hours. Copies of the logs must be

included with the Water Production Report required by District Rule 93.10, along with fee
payments as set forth under Section 79. The registrant of a well shall read each water meter
assomated W1th a well within 105 days before or aﬂer the last dav of each monthMefeh%-l—wﬂhm

qu&ﬁeﬂy—repeﬁmg—peﬂed and shall report the readmgs to thc Dlstnct ona form prov1ded by the
District along with copies of the monthly logs and payment of all Water Use Fees by the deadlines
set forth for fee payment under Rule 97.3.

Rule 8.6  Installation of Meters.
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A meter required to be installed under these Rules shall be installed before producing water from

the well-on-or-afierJuly 12012

Rule 108.7 Enforcement.

(a) It is a major violation of these Rules to fail to meter a well and report meter readings in
accordance with this Section. After a well is determined to be in violation of these rules
for failure to meter or maintain and report meter readings, all enforcement mechanisms
provided by law and these Rules shall be available to prevent unauthorized use of the
well and may be initiated by the General Manager without further authorization from the

Board.

SECTION9.11
INSPECTION AND ENFORCEMENT OF RULES

Rule 119.1 Purpose and Policy.

The District's ability to effectively and efficiently manage the limited groundwater resources
within its boundaries depends entirely upon the adherence to the rules promulgated by the Board
to carry out the District's purposes. Those purposes include providing for the conservation,
preservation, protection and recharge of the groundwater resources within the District, to protect
against subsidence, degradation of water quality, and to prevent waste of those resources. Without
the ability to enforce these rules in a fair, effective manner, it would not be possible to accomplish
the District's express groundwater management purposes. The enforcement rules and procedures
that follow are consistent with the responsibilities delegated to it by the Texas Legislature
through the District Act, and through Chapter 36 of the Texas Water Code.

Rule 119.2  Rules Enforcement.

te)——If it appears that a person has violated, is violating, or is threatening to violate any
provision of the District Rules, the Board may institute and conduct a suit in a court of
competent jurisdiction in the name of the District for injunctive relief, recovery of a civil
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penalty in an amount set by District Rule per violation, both injunctive relief and a civil
penalty, or any other appropriate remedy. Eech-day-of aceontinuing-vielation-constifates-a
separate-violatien-_A violation of any of the prohibitions in thesc Rules occurs on the first
day that the prohibited action begins and continues each day thereafter as a separate

violation.

(@

€e}(b) Unless otherwise provided in these rules, the penalty for a violation of any District rule
shall be either:

(1)  $10,000.00 per violation; or

(2) A lesser amount, based on the severity of the violation, as set forth in an
Enforcement Policy that may include a Civil Penalty Schedule, which is attached
to these Rules as Appendix A and adopted as a Rule of the District for ail

purposes.

(c) In determining the amount of a civil penalty, the Board of Directors shall consider the

following factors:

(1) compliance history:

(2) efforts to correct the violation and whether the violator makes a good faith effort to
cooperate with the District;

(3) the penalty amount necessary to ensure future compliance and deter future
noncompliance;

(4) any enforcement costs related to the violation: and

(5) any other matters deemed necessary by the Board.

b)(d}_A penalty under this section is in addition to any other penalty provided by law and may
be enforced by filing a complaint in a court of competent jurisdiction in the county in
which the District's principal office or meeting place is located.

tej(e) If the District prevails in a suit to enforce its Rules, the District may seek, in the same
action, recovery of attorney's fees, costs for expert witnesses, and other costs incurred by
the District before the court. The amount of attorney's fees awarded by a court under this
Rule shall be fixed by the court.

Rule 119.3  Failure to Report Pumpage and/or Transported Volumes.

The accurate reporting and timely submission of pumpage and/or transported volumes is necessary
for the proper management of water resources in the District. Failure of a well owner required by
these Temperary-Rules to submit complete, accurate, and timely pumpage and transportation reports
may result in:
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(1)  the assessment of any fees or penalties adopted under Rule 911.2 for meter reading
and inspection as a result of District inspections to obtain current and accurate
pumpage volumes; and

(2)  additional enforcement measures provided by these Rules or by order of the Board.

Rule11-9.4  District Inspections.

No person shall unreasonably interfere with the District's efforts to conduct inspections or otherwise
comply with the requirements, obligations, and authority provided in Section 36.123 of the Texas
Water Code.

Rule11-9.5  Notices of Violation.

Whenever the District determines that any person has violated or is violating any provision of the
District's Rules, including the terms of any rule or order issued by the District, it may use any of
the following means of notifying the person or persons of the violation:

(a) Informal Notice: The officers, staff or agents of the District acting on behalf of the
District or the Board may inform the person of the violation by telephone by speaking or
attempting to speak to the appropriate person to explain the violation and the steps
necessary to satisfactorily remedy the violation. The information received by the District
through this informal notice concerning the violation will be documented, along with the
date and time of the call, and will be kept on file with the District. Nothing in this
subsection shall limit the authority of the District to take action, including emergency
actions or any other enforcement action, without first providing notice under this
subsection.

(b}  Notice of Violation: The District may inform the person of the violation through a written
notice of violation issued pursuant to this rule. Each notice of violation issued hereunder
shall explain the basis of the violation, identify the rule or order that has been violated or
is being violated, and list specific required actions that must be satisfactorily
completed—which may include the payment of applicable civil penalties—to address
each violation raised in the notice. Notices of violation issued hereunder shall be tendered
by a delivery method that complies with District Rule 1.7. Nothing in this rule subsection
shall limit the authority of the District to take action, including emergency actions or
any other enforcement action, without first issuing a notice of violation.

(¢)  Compliance Meeting: The District may hold a meeting with any person whom the District
believes to have violated, or to be violating, a District Rule or District order to discuss each
such violation and the steps necessary to satisfactorily remedy each such violation. The
information received in any meeting conducted pursuant to this rule subsection concerning
the violation will be documented, along with the date and time of the meeting, and will be
kept on file with the District. Nothing in this rule subsection shall limit the authority of the
District to take action, including emergency actions or any other enforcement action,
without first conducting a meeting under this subsection.
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Rule 119.6 Show Cause Hearing.

(a) Upon recommendation of the General Manager to the Board or upon the Board's own
motion, the Board may order any person that it believes has violated or is violating any
provision of the District's Rules a District order to appear before the Board at a public
meeting called for such purpose and show cause why an enforcement action, including
the initiation of a suit in a court of competent jurisdiction, should not be pursued by the
District against the person or persons made the subject of the show cause hearing.

(b)  No show cause hearing under Subsection (a) of this Rule may be held unless the District
first mails each person to be made the subject of the hearing, written notice not less than
twenty (20) days prior to the date of the hearing. Such notice shall include the following:

(1)  the time and place for the hearing;

(2)  the basis of each asserted violation; and

(3)  the rule or order that the District believes has been violated or is being violated;
and

(4)  a request that the person cited duly appear and show cause why enforcement
action should not be pursued.

(©) The District may pursue immediate enforcement action against the person cited to appear
in any show cause order issued by the District where the person so cited fails to appear
and show cause why an enforcement action should not be pursued.

(d) Nothing in this rule shall limit the authority of the District to take action, including
emergency actions or any other enforcement action, against a person at any time
regardless of whether the District holds a hearing under this rule.

SECTION 1286.
EFFECTIVE DATE

Rule 10.1. Effective Date.

These District’s Temporary Rules take-took effect on August 29, 2011, which was the date of their
original adoption. Pursuant to the District Act and Chapter 36 of the Texas Water Code, the District
adopted permanent rules on XXXX, 2018, the Effective Date of these Rules. An amendment to
these Rules takes effect on the date of its original adoption, or upon a specific effective date for
the amendment as approved by the Board of Directors. It is the District’s intention that the rules
and amendments thereto be applied retroactively to activities involving the production and use of
groundwater resources located in the District, as specifically authorized by state law and as set
forth in these Rules.
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APPENDIX A.
Enforcement Policy and Civil Penalty Schedule.

Red River Groundwater Conservation District
ENFORCEMENT POLICY AND CIVIL PENALTY SCHEDULE

General Guidelines

When the General Manager discovers a violation of the District Rules that either (1) constitutes a
Major Violation, or (2) constitutes a Minor Violation that the General Manager is unable to
resolve within 60 days of discovering the Minor Violation, the General Manager shall bring the
Major Violation or the unresolved Minor Violation and the pertinent facts surrounding it to the
attention of the Board. Violations related to water well construction and completion
requirements shall also be brought to the attention of the Board.

The General Manager shall recommend to the Board of Directors an appropriate settlement offer
to settle the violation in lieu of litigation based upon the Civil Penalty Schedule set forth below.
The Board may instruct the General Manager to tender an offer to settle the violation or to

institute a civil suit in the appropriate court to seek civil penalties, injunctive relief, and costs of
court and expert witnesses, damages, and attorneys’ fees.

I. Minor Violations

The following acts each constitute a minor violation:

1. Failure to timely file a registration on a new well that qualifies for an exemption under Rule
32.1.

2. Failure to conduct a meter reading within the required period.
3. Failure to timely notify District regarding change of ownership.
4. Failure to timely file a Well Report.

5. Failure to timely submit required documentation reflecting alterations or increased
production.

6. Operating a meter that is not accurately calibrated.

7. Drilling an exempt or non-exempt well with an expired well registration.

CIVILPENALTY SCHEDULE FOR MINOR VIOLATIONS

First Violation: $100.00
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Second Violation: $200.00

Third Violation: Major Violation

A second violation shall be any minor violation within 3 years of the first minor violation. A third
violation shall be any minor violation following the second minor violation within 5 years of the
first minor violation. Each day of a continuing violation constitutes a separate violation.

IL.

Major Violations

The following acts each constitute a major violation:

1.

9.

Failure to register or permit a well or amend the registration of a well not exempt under Rule
2.1 where mandated by rules, including drilling, equipping, completing, altering, or operating
a well without an esmpliant-and—approved registration, as cvidenced through a Notice to
Proceed or permit issued by the District

Failure to timely meter a well when required.
Failure to submit accurate Water Production Report within 60 days of the date the fees are due.
Failure to submit accurate Groundwater Transport Report within the required period.

Drilling a well in a different location than authorized or in violation of spacing
requirements. *

Failure to close or cap an open or uncovered well.
Failure to submit Water Use Fees within 60 days of the date the fees are due.**

Failure to timely submit Groundwater Transport Fees within 60 days of the date the fees are
due. **

Committing waste.

10. Tampering with or disabling a required meter or tampering with a District seal.

11. Use of an artificial flow restrictor on a well as defined in these Rules.

16-

CIVIL PENALTY SCHEDULE FOR MAJOR VIOLATIONS

First Violation: $500.00

Second Violation: $1,000.00

Third Violation: Civil Suit for injunction, damages, and escalated
penalties
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A second violation shall be any major violation within 3 years of the first major violation of the
same level. A third violation shall be any major violation following the second major violation
within 5 years of the first major violation. Each day of a continuing violation constitutes a

separate violation. Multiple violations by the same person or entity shall result in escalated fines

assessed in order to deter such continued noncompliance.

* In addition to the applicable penalty provided for in the Civil Penalty Schedule for Major
Violations, persons who drill a well in violation of applicable spacing requirements may
be required to plug the well.

** In addition to the applicable penalty provided for in the Civil Penalty Schedule for Major
Violations, persons who do not submit all Water Use Fees and Groundwater Transport
Fees due and owing within 60 days of the date the fees are due pursuant to Rule 7.3(a)
will be assessed a civil penalty equal to three times the total amount of outstanding Water
Use Fees that are due and owing.

III. Water Well Construction and Completion Requirements

Failure to use approved construction materials: $500.00 and total costs of remediation, with costs of
remediation of well to be borne by the well owner.

Failure to properly cement annular space: $1,000.00 and total costs of remediation, with costs of
remediation to be borne by well owner.

In addition to the civil penalties provided for in this schedule, persons who drill a well in
violation of applicable spacing or completion requirements may be required to_re-drill, re-complete
or re-construct the well in accordance with the District's rules, or may be ordered to plug the well.

1V. Production in Excess of Maximum Amount Authorized in Permit

In accordance with Rule 9.8, an automatic penalty of three (3) times the applicable water use fee rate
for a calendar year shall be applied in addition to the standard water use fee rate owed for those persons

that produce groundwater in excess of the maximum amount authorized in a District-issued permit. A
second occurrence of production in excess of the maximum amount authorized within three (3)

calendar years of the first occurrence shall result in an automatic penalty of ten (10) times the applicable
water use fee rate shall be applied in addition to the standard water use fee rate owed for the production,

PV, Other Violations of District Rules Not Specifically Listed Herein

Any violation of a District Rule not specifically set forth herein shall be presented to the Board of
Directors for a determination of whether the violation is Minor or Major, based upon the severity
of the violation and the particular facts and issues involved, whereupon the procedures and the
appropriate civil penalty amount set forth herein for Minor and Major Violations shall apply to the
violation.
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APPENDIX B. _ List of Commonly Used Acronyms

The following acronyms are commonly used in the District Rules, District Management Plan, and/or the
daily operations of the District:

AFO Animal Feeding Operation

ASR Aquifer Storage and Recovery

BOD District Board of Directors

CCN Certificate of Convenience and Necessity
DCP Drought Contingency Plan

DFC Desired Future Condition

GAM Groundwater Availability Model

GCD Groundwater Conservation District
GMA Groundwater Management Area

GPM Gallons per minute

HUP Historic Use Permit

MAG Modeled Available Groundwater

MP District Management Plan

NTP Notice to Proceed

PGMA Priority Groundwater Management Area
PIA Public Information Act

PFD Proposal for Decision

PP Production Permit

PWS Public Water System

RRC Railroad Commission of Texas

RRGCD Red River Groundwater Conservation District
SOAH State Office of Administrative Hearings
TCEQ Texas Commission on Environmental Quality
TOMA Texas Open Meetings Act

TWDB Texas Water Development Board
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