NEWPORT MUNICIPAL UTILITY DISTRICT
Minutes of Meeting of Board of Directors

October 18,2018
The Board of Directors ("Board") of Newport Municipal Utility District
("District") met at 16703 Golf Club Drive, Crosby, Texas, on October 18, 2018, in accordance
with the duly posted notice of said meeting, with a quomm of directors present, as follows:
R. Gary Hasse, President
Margarette Chasteen, Secretary
Deborah L. Floms, Assistant Secretary
DeLonne L. Johnson, Director

and the following director absent:
Earl B. Boykin, Vice President.
Also present were Justin Graham, Vemon Webb, Chad Rochester, Clint Sutton, Jorge Diaz,
Delia Yanez, Andrea Martin, Rich Harcrow, George House, Christine Matzonkai, Debbie
Shelton, Delilah Arolfo, Charlene Spear, Eileen Fasharo, Josh Mckethan, and 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. The Board reviewed minutes of September 20, 2018 meeting. Upon
unanimous vote, the Board approved the minutes as presented.
2. The Board entertained customer sendce inquiries. Ms. Charlene Spear
addressed the Board and stated that she recently had some issues with water quality in the
Newport Court subdivision; in particular, there was a strong odor. The operators responded
immediately and educated the customer about water issues. The odor issue has been resolved,
and the customer expressed her appreciation for the immediate attention that she received from
both Board members and the District operator. Delilah Arolfo thanked the customer and noted

that customers should call 24 hours 7 days a week with any problems regarding District water
quality.
3. Jorge Diaz presented a bookkeeper's report, a copy of which is attached.
Upon unanimous vote, the Board approved the bookkeeper's report as presented and authorized
payment of checks listed thereon.
4. Delta Yanez presented a tax assessors/collector's report, a copy of which
is attached. The District's 2017 taxes are 98.50% collected. Upon unanimous vote, the Board
approved the tax assessor/collector's report as presented.
5. The President opened a public hearing on the proposed 2018 tax rate. The
tax assessor confirmed publication of the proposed tax rate of $0.59 per $100 assessed valuation.

No members of the public wished to address the Board regarding the proposed tax rate, and the
President declared the public hearing closed.
6. There was presented the attached Order Setting Tax Rate, Approving Tax

Roll, and Levying a Debt Service and Maintenance and Operation Tax for the Year 2018. The
order reflected a debt service tax of $0.28 per $100 assessed valuation and a maintenance and
operations tax of $0.31 per $100 assessed valuation. Upon unanimous vote, the Board approved
the Order as presented.
There was presented the Amendment to Statement of Directors Furnishing
Information Required by Section 49.45 5 (b), Texas Water Code, as Amended. The attorney

noted that the Amendment to Statement of Directors is updated anytime the District adopts a new
tax rate and is filed in the real property records of Harris County. Potential purchasers of
property are on notice that they are located in a water district and they are on notice as to the
current tax rate of the District and other related District information. Upon unanimous vote, the
Board approved the Amendment to Statement of Directors as presented and authorized its
execution by all Board members present.
7. The Board discussed operations and engineering matters. The District had
water accountability of 96%. The operator reviewed completed items with the Board in detail.
At the wastewater treatment plant, 14.5 inches of rainfall fell, and the plant operated within
pennit. At the Dunes lift station, contractor EPS replaced Pump No. 2. The operator assessed
back charges to the Veach account. The operator disconnected service after discovery of a cross
connection, and the operator also cleaned up raw sewage from the R.V. on the customer's lot.
The operator noted that they are making a note of those accounts where meter
tops have been replaced due to damage. If an account has meter lid damage for a second time,
the customer will be billed for repair charges. Director Chasteen suggested that the operator put
a photograph of a damaged meter or meter top on the District's website with information about
how costs will be assessed against customers. The operator presented a detailed analysis of
customer call outs and the percentage that were result of a District problem versus a customer
problem.

Andrea Martin discussed the billing and collections report. The District had total
current billing of $282,520.60, and total current collections of $340,368.22. The 30 day arrears
were $27,058.60.
The Board next reviewed the report of Aggressive Waste. They had no missed
pickups. Three yellow tags were issued for non-compliant household waste, and 12 yellow tags
were issued for non-compliant heavy trash.
The operator reported that they had received one complaint from customer Don
Cox regarding his water service. His water usage went up and then came back down. The
customer had complained that he did not receive a call from the operator regarding what may
have been a leak. The operator noted that they are still training on how to use the automated
metering system, but the customer's usage could have been the result of turning a water hose on
and leaving it on, which would not have not have generated a leak detection notice. The operator
will open the billing and water usage portal for the customers' use next month. Customer Don

94088-002 417008vl

Cox did not request any adjustment to the bill, and the Board therefore took no action except to
note his complaint.

Christine Matzonkai discussed the status of the District's FEMA application.
FEMA has awarded funds for the emergency generator, but the District has not yet received
them. After discussion, upon unanimous vote, the Board approved the operations and billing and
collections report as presented.
8. The developers had no new information to report.
9. The Board discussed rate order violations at the Veach home at 16223
Taffrail Way. The operator provided information regarding the cross connection that was
discovered at this address, as well as raw sewage that was leaking from the bottom of an R.V. at
this address. The operator disconnected service, and subsequent to that time found that the meter
had been tampered with. In addition, electricity has been wired to serve the R.V., and the
electricity wires are located on the District's property, which constitutes a trespass. Upon
unanimous vote, the Board authorized the attorney to issue a notice of violation to the customer

for those rate order violations described by the operator. The District will conduct a public
hearing at its next regular meeting to discuss whether imposition of penalties is justified.
10. The Board discussed the rate order. One of the condominium owners
requested that the Board consider a fee reduction of $11.50 per unit because garbage service is
not provided. The Board noted that each customer in Newport would have to pay an additional
$1 per month to make up for the revenue loss. The Board members noted that one justification
for charging different rates for sanitary sewer service for apartments and condominiums is
because they do not generate as much maintenance tax revenues because they have lower
assessed values. The Board noted that they saw no justification to change the rate order at this
time, and it appeared the rates charged to condominiums and apartments fairly allocated the
sewer expenses.

11. Vemon Webb presented an engineer's report, a copy of which is attached.
The engineer is working with the TCEQ to secure approval for an exception request to use

chlorine dioxide. In addition, the engineer is working with the San Jacinto River Authority to
submit a formal request to use a transmission line in their easement. The engineer will need to
perform a metes and bounds survey of the proposed easement area at cost of $16,800. Delilah
Arolfo expressed reservations about using Water Plant No. 2 as a water source for the District.

She stated that she had concerns about water quality and the depth of the well and related
matters. Vemon Webb noted that he would like to explore these issues with the operator in more

detail before proceeding further on the Water Plant No. 2 issue, and accordingly the Board tabled
consideration of approving a survey.
The 16-inch water line on North Diamondhead is substantially complete, and the

final inspection will be scheduled pending confirmation of installation of the final paving work.
The engineer presented Pay Application No. 1 in the amount of $315,569.47 and recommended
its approval. On the same project, Harris County requested a letter from the Board identifying
IDS as the new project engineer, and IDS provided that information. Regarding the Newport
water storage tank rehabilitation, the project has been completed by ARKK Engineers. That
engineering company submitted the final pay estimate in the amount of $35,544. However,

94088-002 417008vl

before approving that pay application, IDS would like clarification on the start of the one year
warranty date prior to releasing the check. The Board approved the pay estimate, and authorized

the District engineer to release the check when they were satisfied about the start date of the one
year warranty.

The engineers met with John Blount, the Harris County Engineer, to review the
Newport sewage treatment plant and levee history. Mr. Blount agreed that the property inside
the levee should have never been in the 100-year flood plain, and he will support whatever
variances to their current regulations are needed to get approval of Harris County Flood Control
District for an improved levee.
The engineer is working on renewal of the stormwater quality pennits.
Next the engineer discussed development and utility service items. Lennar
presented Pay Estimate No. 4 in the amount of $19,704.50, and Change Order No. 1 in the
amount of $20,975 for adjusted quantities for the Board's approval. The engineer recommended
the Board's concurrence in approving the pay estimate and change order, and the Board
concurred.

The engineer discussed the water, sewer and drainage construction on 11.8 acres
and requested Board concurrence with Change Order No. 1, which represented a reduction of
$9,806.20. The Board concurred with the change order. For Section 8, the engineer
recommended concurrence with Change Order No. 2 for water, sewer and drainage construction
with a cost reduction of $9,806.20. The Board concurred with the engineer's recommendation.

The Board discussed the Rochester development. Chad Rochester had initially
forwarded an email from Harris County Flood Control District indicating that no detention
would be required for Section 6. However, Harris County has told both the District engineer and
Chad Rochester that if Section 6 discharges to a Harris County storm sewer, detention will be
required. The developer is now proposing to change the storm sewer and combine the detention
into one pond. Teague Harris stated his opinion that any new streets and development in the

District should have detention provided. Rochester Development is proposing to provide all
detention for Section 6 and Section 10 in the detention pond to be constructed on the District's
property in Section 10. IDS has asked Rochester to run a drainage model, and according to Mr.
Rochester, the model confirms that there will be no impact on the water surface elevation. The

Board agreed that they needed additional time to review the information provided and to get
more information from the developer regarding the new request regarding use of District
property. The Board agreed to conduct a special meeting on Monday, October 29, 2018 at 2:00
p.m., to discuss the detention pond proposal.
Director Chasteen discussed complaints that she had heard from residents of
Newport Court regarding a sink hole. The operator will investigate and involve the engineer as
necessary. The Board asked general questions of the engineer regarding the Harris County
schedule to clean Gum Gully, how a levee would be constmcted around the sewage treatment
plant and related matters. At the conclusion of the engineer's report, upon unanimous vote, the
Board approved the engineer's report as presented.
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12. The Board discussed parks and recreation matters, and a copy of the report
is attached. The splash pad button was replaced under warranty. The Board reviewed the recap
of the special events that took place during the month.
13. Lori Aylett presented an attorney's report. She worked during the
previous month at length with the Union regarding amendments to their contract and its
execution. Her office also had lengthy discussions regarding the violations on Taffrail Way.
Finally, the attorney reported that her firm's delinquent tax collection efforts had been ongoing.
The attorney had mistakenly requested that the operator hang door knockers at 13 addresses
where the accounts had in fact been paid. The attorney will provide a credit equal in the amount
to the cost to the District for hanging the door knockers. The error was discovered before water
terminations were scheduled, so no water service was interrupted.
14. The Board discussed consultant contracts. The attorney noted that each
year at this time, the Board reviews the proposed budget and requests that its consultants provide
information regarding requested increase. The operator noted that they would be requesting an
increase, probably related to the CPI and other work details. The attorney requested that the
Board add an item to the budget for electronic records management and that the budget be
drafted to show the impact of her raising her hourly fees to $300 per hour. The attorney will
provide the information to the bookkeeper to assist in budget preparation.
15. There was no action to take on renewal of the District's insurance policies.
16. There were no groundwater reduction contracts for the Board's
consideration.

17. The attorney noted that she had drafted a right-of-entry for Rochester to
use the District's land for the detention pond in Section 10, but she did not recommend any
action until the Board had their special meeting on October 29th to discuss the matter further.
Likewise, the attorney has drafted fill easements but they cannot be completed until Lennar
records the replat to Section 7, so that the lots can be identified by reference to a recorded
document.

18. The Board discussed an office building. Director Hasse noted that he had
driven to three facilities owned and maintained by water districts. He drafted two floor plans for
the Board's initial review and discussion. The Board noted that they would take the plans under
advisement. Director Hasse also noted that residents continue to bring up the subject of
recycling. The District's current garbage contractor is not well suited for providing recycling
services, and their services are expensive. In the past, when the Board has asked residents if they
are willing to pay more for recycling, the answer has always been no.
There being no further business to come before the Board, the meeting was
adjourned.
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Secretary
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