SPRING CREEK FOREST PUBLIC UTILITY DISTRICT

Minutes of Meeting of Board of Directors
August 19, 2008

The Board of Directors (“Board”) of Spring Creek Forest Public Utility District
(“District”) met at 1100 Louisiana Street, Suite 400, Houston, Texas, on August 19, 2008 in
accordance with the duly posted notice of the meeting, with a quorum of directors present, as
follows:

R. W. (Rick) Kehlenbach, President
Dave Simac, Vice President

Derek D. Drawhorn, Treasurer
Janet E. Frakes, Secretary

and the following directors absent:
Kenneth W. Heussner, Asst. Secretary

Also present were Mr. Mark Ivy, representing the District's operator; Mr. Shawn Sharkey and
Mr. Dale Conger, representing the District's engineer; Ms. Anthea Moran, the District's financial
advisor; and Ms. Lori G. Aylett, attorney for the District.

The President called the meeting to order and declared it open for such business
as might properly come before it.

1. Minutes of the meeting of July 8, July 23, and July 30, 2008 were
presented for the Board's review and approval. Upon motion made by Director Frakes, seconded
by Director Drawhorn, and unanimously carried, the minutes were approved as presented.

2. A tax assessor-collector's report, a copy of which is attached, was then
presented to the Board. The District's 2007 taxes are 97.3% collected, and three checks were
presented for the Board's approval. Upon unanimous vote, the tax assessor-collector's report was
approved as presented.

3. The attorney reported that her office is changing its credit card payment
processor. Upon unanimous vote, the Board approved execution of the Addendum to Merchant
Processing Agreement by and among the District, National Processing Company and First
National Bank of Omaha as presented.

4. Mr. Mark Ivy presented an operations report, a copy of which is attached.
The District accounted for 94% of the water produced during the month of July. The District
billed $83,858 and collected $91,915. The operator reported that four taps were installed during
the month. Water bills were mailed out in the new format. A message block for comments is
available on the new bills. The operator will also include the website address on the bills.

5. The Board discussed the request of District customer Wanda Kannarr for
reimbursement of installation costs of her fence next to the lift station. Initially, the customer



had requested that the District put up its own fence, and the District had been investigating the
cost. By the time the District made the decision to install its fence at its site, the customer had
already replaced her own wood fence to conceal the lift station. Director Frakes made a motion
to reimburse the customer, but she stated she will defer to the Board's recommendation. The
motion failed for lack of a second. After discussion, the Board authorized the attorney to send
correspondence to the homeowner respectfully and regretfully informing her that the District
cannot reimburse her for construction of her private fence.

6. Mr. Dale Conger presented an engineer's report, a copy of which is
attached. Mr. Conger reported that in his firm's opinion, the drainage improvements at the well
site can wait. The more pressing improvements are the well rehabilitation and painting work.
When surface water supply lines are installed sometime next year, the North Harris County
Regional Water Authority will be welding on the site. The engineer and the operator noted that
the tanks need to be painted, but the Board should decide whether to delay the painting job so
that there are not any welding patches. The Board suggested that the engineer investigate the
cost of making the surface water connection points in advance of the surface water transmission
line coming to the site so that the District can be prepared and can continue with the painting
project without delay.

The engineer reported on the status of the water well rehabilitation. The well
contractor did a television survey. At the mid-point of the screen section, there is a buckle and
break in the well. In addition, 120 to 130 vertical feet of fill has fallen down into the well. The
contractor recommends a swaging and patching operation to repair the break. The work can be
performed by Friday. The cost of patching was already covered in the bid proposal. The
engineer had estimated three quantities of patch installation for purposes of the bid, and the unit
price of each was $22,500. In addition, the contractor will require a change order to add the
swaging at a cost of $22,000. After that work is performed, the District will still have to clean
the debris out, agitate the screens, and place equipment back down into the well. After
discussion, upon motion made by Director Drawhorn, seconded by Director Frakes, the Board
voted unanimously to approve execution of change order no. 1 to add swaging out of the buckle
in the 8-inch liner at a cost of $22,000.

The engineer discussed the surface water conversion. The engineer has requested
an exhibit showing the proposed alignment of the surface water supply line, but North Harris
County Regional Water Authority has not yet provided that information. The engineer presented
a preliminary site plan showing that the supply line would come in from the west. The Board
noted that this would require substantial excavation and noted that the District may be able to get
water to the plant site by use of the existing road that previously provided access to the District's
plant site before the subdivision was developed. The District still owns the road. The engineer
will further investigate this possibility. The engineer requested authorization to begin design of
the surface water conversion at both of the District's existing water supply storage facilities and
presented a proposal of $50,000 to perform the work. Upon motion made by Director Drawhorm,
seconded by Director Simac, the Board voted unanimously to authorize the engineer to begin the
design.

7. In conjunction with a proposed bond election, there was submitted to the
meeting an engineer's report covering the land, improvements, facilities, plants, equipment, and
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