SPRING CREEK FOREST PUBLIC UTILITY DISTRICT
Order Establishing Code of Ethics,

Policies and Procedures for District Financial Affairs and
Management

The Board of Directors (“Board”) of Spring Creek Forest Public Utility District
(“District”) met at 1100 Louisiana St, Ste 400, Houston, Texas 77002-5211 on July 8, 2008, with

a quorum of directors present, as follows:

R. W. (Rick) Kehlenbach, President
Janet E. Frakes, Secretary
Kenneth W. Heussner, Asst. Secretary

and the following absent:

Dave Simac, Vice President none
Derek D. Drawhorn, Treasurer

when the following business was transacted:

The Order set out below (“Order”) was introduced for consideration of the Board.
It was duly moved and seconded that said Order be adopted; and, after due discussion, said

motion carried by the following vote:
Ayes: All directors present.
Noes: None
The Order thus adopted is as follows:

Any order and amendments thereto, heretofore adopted by the Board of Directors,
providing for establishing a code of ethics, policies and procedures for District financial affairs

and management, is hereby revoked upon the effective date of this Order.

The Order hereafter set forth shall become effective on July 8, 2008.
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ORDER ESTABLISHING CODE OF ETHICS, POLICIES AND PROCEDURES FOR
DISTRICT FINANCIAL AFFAIRS AND MANAGEMENT

ARTICLE I

CODE OF ETHICS

Section 1.1  Policy Statement

(a) It is the policy of the District that no officer, director or employee of the District
shall have any interest, financial or otherwise, direct or indirect, or engage in any business
transaction or professional activity or incur any obligation of any nature which is in substantial
conflict with the proper discharge of his or her duties for the District in the public interest.

(b) To implement this policy and to strengthen the faith and confidence of the
residents and property owners of the District in the District’s officials and employees, the Board
of the District has adopted the following standards of conduct to be observed by all District

Officials in the performance of their official duties.

Section 1.2 Definitions

The following terms and phrases shall have the following meaning:

The term “District” shall mean and reefer to Spring Creek Forest Public Utility District.

The term “Board” shall mean and refer to the District’s governing body.

The term “Director” shall mean a person elected or appointed to serve on the District’s
Board of Directors.

The term “District Officials” shall mean District Directors, officers, employees, and
persons and business entities engaged in handling investments for the District as representatives
of the District.

The term “employee” shall mean any person employed by the District, but it does not
include independent contractors or professionals hired by the District as outside consultants.

The term “‘substantial interest” shall mean that as defined by Local Government Code

Chapter 171 which regulate conflicts of interest of the District’s directors.

Section 1.3 Dual Office Holding

Directors shall not hold or exercise at the same time more than one civil office of

emolument.
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Section 1.4  Open Meetings Act

(a) The Board of the District shall conduct all the affairs and proceedings of the
District in accordance with the requirements of the Texas Open Meetings Act.

(b)  Every regular, special or called meeting of the Board of the District shall be open
to the public, unless, in accordance with the Open Meetings Act, the subject matter of the

meeting requires consideration by the Board in a closed meeting or executive session.

Section 1.5  Director Qualifications

(a) To be qualified to serve as a director, a person shall be at least 18 years old, a
resident citizen of the State of Texas, and either own land subject to taxation in the District or be
a qualified voter within the District.

(b) A director shall not serve as a member of the Board of the District if he or she is
related within the third degree of affinity or consanguinity to a developer of property in the
District, any other member of the Board, or the manager, engineer, attorney, or any other person
providing professional services to the District.

(c) A director shall not be an employee of any developer of property in the District or
any other director, manager, engineer, or attorney for the District or other person providing
professional services to the District or a developer of property in the District in connection with
the District or property located in the District.

(d) A director shall not be a developer of property in the District.

(e) A director shall not serve as an attorney, consultant, engineer, manager, architect,
or in some other professional capacity for the District or a developer of property in the District in
connection with the District or property within the District.

H A director shall not be a party to a contract with or along with the District except
for the purchase of public services furnished by the District to the public generally.

(g) A director shall not be a party to a contract with a developer of property in the
District relating to the District or to property within the District (except for contracts limited
solely to purchasing or conveying real property for permanent residence, or commercial

business, or qualifying as a director).
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(h) A director shall be disqualified if, during the term of the director’s office, the
director fails to maintain the qualifications required by law to serve as a director.

(1) The Board shall replace a disqualified director within 60 days of determining that
a director is disqualified with a person who would not be disqualified.

)] Any person who willfully occupies an office as director and exercises the powers
and duties of that office when disqualified under the provisions of this section is guilty of a
misdemeanor under Texas law, and on conviction, shall be fined not less than $100 nor more

than $1,000.00.

Section 1.6  Removal of Director for Failure to Attend Meetings

(a) The Board, by unanimous vote of its remaining members, may remove an
otherwise qualified director if that director has missed one-half or more of the regular meetings
scheduled during the prior twelve (12) months.

(b) Any director removed under Section 1.6(a) above may file a written appeal with
the Texas Commission on Environmental Quality within thirty (30) days after receiving written
notice of the Board action, pursuant to the procedure set forth by Section 49.052(6)(g), Texas
Water Code.

Section 1.7  Vacancies
Any vacancy of the board shall be filled for the unexpired term by appointment of the

Board not later than the 60™ day of the vacancy occurs, in accordance with TWC §49.105.

Section 1.8  Conflicts of Interest

In this Section, the following terms and phrases shall have the following meanings:

“Family Member” means and includes the following relatives of a Director: mother and
her husband; father and his wife; son and his wife; daughter and her husband; spouse; and
spouse’s mother, father, son and daughter.

(b) A director who is financially interested in any contract with the District, or a
director who is an employee of a person who or firm which is financially interested in any
contract with the District, shall disclose that fact to the other directors, and the disclosure shall be

entered into the minutes of the meeting.
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