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This is a summay outline of the duties and responghilities of directors of municipd utility
didricts and other gpecid utility didricts, dong with a review of the functions and powers of
such didricts.  Specific autory provisons and requirements for didricts and directors are set
forth in Chapters 49 and 54 of the Texas Water Code, as amended; however, other statutory
provisions applicable to directors and digtricts are aso referenced.

l. Statutory Powers of Didtricts

A.

A didrict is a governmental entity and politica subdivison of the State of Texas
created under gpplicable tatutory provisons and the Texas Congtitution.

Types of Didtricts.

1 Gengd law didricts — crested by the Texas Commisson on
Environmenta Qudity (the "TCEQ") (formerly, the Texas Naurd
Resource Consarvation Commission), County Commissioners Court or
Governing Board of a City; these didricts are provided powers, duties and
responshilities under specific provisons of the Water Code, and are ether
created for general purposes or for specific purposes.

2. Specid law didricts — created by legidation to perform one function or a
limited purpose and often combine severd functions performed by limited
purpose generd law didricts (i.e., water supply digtricts, conservation and
reclamation digtricts).

Statutory purposes — may include water supply, wastewater treatment, stormwater
control, irrigation, navigdion, fire fighting, solid wade management, and
development of parks/recregtiona facilities.

Didricts have full power, authority, rights and duties to accomplish purposes for
which they are created.

Powers are numerous — indude, but not limited to, ability to enter contracts,
condruct water, sewer and drainage facilities, adopt rules and regulations for
water/sewer system, impose fees/charges, acquire rea and persona property, levy
taxes, issue debt, annex land, develop/maintain parks and recregtiond facilities,
employ pesce officers, and eminent domain powers.

. Financid Duties and Respongbilities

A.

Board of Directors (the "Board") is ultimate responsble paty for dl didrict
funds.

1. Must adopt annua budget for designated fiscal yesar.
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2. Must designate one or more depositories for didrict funds, to extent funds
exceed FDIC insurance, collateral must be pledged to secure such funds
(Chapter 2257, Government Code).

3. Didrict funds only disbursed by check, draft, or other instrument sgned
by d least three (3) directors or by general manager, bookkeeper, or other
digrict employeeif authorized by Board resolution.

4. Director may sign own reimbursement check; one Board member may not
stop payment on a check that amgority of the Board has signed.

5. Board may authorize transfer of funds by federad reserve wire to a didtrict
account or another account — resolution no longer required.

6. TCEQ Waea Didrict Accounting Manud provides minimum standards
for maintaining district accounting system.

All digrict funds and invesments governed by Public Funds Invesment Act
(Chapter 2256, Government Code).

1 Must adopt investment policy/procedures.

2. Didrict must desgnae an invesment officer to oversee invesment of
digtrict funds, may be employee or adirector.

3. Annua review of invesment policy required.
4, Investment officer must attend investment training.

Annua audit of funds and accounts required and must be filed within 120 days of
close of fiscd year.

Conaultants who handle didrict funds must be covered by a public employee
blanket bond.

Didrict may impose and enforce fees, charges and deposts for dl services
provided by the digtrict.

[1. Directors— Generd Information

A.

Qudifications — must be at least 18 years old, a resdent citizen of the State and
either own land subject to taxation in the digtrict or be a qudified voter in the
digtrict.

Digqudifications — may not be related to developer, engineer, atorney, etc. of the
digrict; may not be employee of deveoper in the didrict or employee of any
director, manager, engineer, atorney, etc. of the digrict; may not be a deveoper
in the didrict; may not be a paty to a contract with the didrict, excluding
contracts for purchase of public services.

1 Disqudified directors must be replaced within 60 days, continution as a
disqudified director is a misdemeanor.
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2. Removad of Boad member — by unanimous vote of Board and only if
director has missed one-hdf or more of regular meetings during prior 12
months, removed director may gpped to TCEQ by filing a petition within
30 days of receiving notice of Board action.

C. Vacancies — must be filled within 60 days, if not filled by 61 day, 10% of voters
may petition to fill pogtion; after 90 days TCEQ may fill the vacancy; director
may vote on higher successor and continues to serve until successor is fully
qudified to serve.

D. Adminidrative requirements — mug file sworn datement of qudifications prior to
performing duties, must take oath of office and execute $10,000 fidelity bond;
oath filed with Secretary of State.

E Fees of office — $150 per day for each day a director actudly spends performing
duties as a director, not to exceed $6,000 per year (Board must adopt resolution
regarding fees of office).

F. Expense reimbursement — for actua expenses reasonably and necessarily incurred
while engaging in activities on behdf of didrict and in accordance with expense
reimbursement policy adopted by the Board.

1 Mug file verified Statement (notarized) reflecting days of service and
description of duties performed.

2. Receipts for expenses should be included with verified statement.
Ethics, Conflicts of Interest and Policies/Procedures

A. Directors subject to conflict of interest statutes — Chapter 171, Loca Government
Code.

1. Must rgect any benefit for past officid actionsin favor of another person.

2. Must regject any job, favor or other benefit that might tend or is intended to
impair/influence officia conduct or independence.

3. May not engage in any busness activity that may lead to reveding
confidentia information received through officid postion.

4, Mug file afidavit if director has subgtantid interest in a busness entity
which would be affected by a Board decison.

a State nature/extent of interest before any vote or decision.
b. Interested director may not discuss or vote on the matter.

5. Mug file affidavit regarding interest in any propety being acquired with
public funds.
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B. Board members and consultants subject to ethics laws governing elected officids.

1.

Nepotism prohibited — may not goprove or vote for gppointment of a
relaive of any Board member to a podtion pad for with public funds
(Chapter 573, Government Code).

Bribery — may not ask for, accept or agree to accept something of value as
condderation for a decison or exercise of discretion as a public officid;
indudes past, present and future actions or decisons (Chapter 36, Pend
Code).

May not accept a gift as a public officia; exceptions include acceptance of
food, lodging, transportation or entertainment (Chapter 36, Pena Code).

Abuse of office, incdludes.

a Exercise of officd powers of a director without authority, falure
to peform a reguired duty or improperly teking/usng district
property if such actions taken with intent to obtan a persond
benefit.

b. Misuse of information received in advance of the public as a result
of offica capacity as a director; includes reliance on such
information to speculate or acquire economic advantage for sef or
others.

Officia oppresson — may not teke advantage of officid capacity to ether
mistreat someone or impede someonesrights.

C. Liability of directors.

1

3.

Not held persondly liable for torts such as dander, fraud, negligence and
avil rights violaions if acting in good faith within scope of public duties.

Actions taken beyond director's authority, in bad faith or with mdice
subject director to persond liability.

Directorg/officers liability insurance is available and is recommended.

D. Board must adopt numerous policies/procedures, including, but not limited to, a
code of ethics for directors, officers and employees handling digtrict funds and
invesments, policy relaiing to travel/expense reimbursements, investment policy
and policy regarding fees of office.

E The Board isresponsible for the management of all the affairs of the district.

V. ElectionsTerms of Office

A. All digrict eections governed by Texas Election Code and gpplicable Water
Code provisons.

B. Directors serve staggered four (4) year terms.

C. Elections held elther in February or May of each even-numbered year.
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D. If voters fail to elect one or more directors, current Board members holding the
postions not filled are deemed to be re-dected to serve an additional term of

office

VI.  Mestings of the Board

A. All Board meetings subject to and must be conducted in compliance with Open
Meetings Act (Chapter 551, Government Code).

1.

2.

Act does not give right to spesk a Board meetings— only right to observe.

Boad may edablish policies to govern public comment; recommended if
members of the public frequently attend the Board mesting.

Mesting minutes or tape recording of each open mesting is required.
a Must gtate subject of each deliberation.

b. Mugt reflect each vote, order, decison or other action taken by the
Board.

Socid or informa occasions where a quorum of the Board is present is not
subject to the Act only if the Board members do not engage in discussion
or consderation of public business or public policy.

B. Notice of mesetings.

1.

2.

Must be written notice stating date, time and location of mesting.

Posted a least 72 hours prior to meeting time (exception for emergency
mestings).

Must be posted a the adminidrative office of the digtrict and with County
Clerk in county where didtrict is located.

If no mesting place in didrict, must also post notice a public place within
digtrict designated by written Board resol ution.

Should remove posted meeting notice if meeting canceled.

Find action taken on an item not included on the meeting agenda is
voidable and subject to invalidation by a court; may be cured by raifying
actions a next meeting where naotice is properly given; however, action
only vaid from the date of the propely caled meeting; retification does
not cure the crimind violation of the Open Mestings Act.

May only provide information in response to inquiries made by a director
or member of the public on matters not included on agenda; may not vote
on amatter not included on agenda

Quorum of a governmenta body dtending a meeting of a legidative
committee or agency not conddered a mesting if ddiberation by members
condgs only of publicdy tedifying, commenting or responding to a
question by amember of the legidative committee or agency.
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VII.

10.

11.

Conducting a mesting by conference cdl is not permitted unless an
emergency or public necessty exists and the convening of a quorum a
one location is difficult or impossble.

Conaultations  with  attorney ae dlowed by conference cdl,
videoconference cdl or communications over the Internet during an open
meseting or private consultation with the atorney in a closed sesson; does
not gpply if attorney is an employee of the governmenta body.

Vidlation of Open Meetings Act — "knowingly" congpires to circumvent
the Act; it is a misdemeanor; &ffirmative defense avalable if Board
member reies on the legd opinion of the didrict's atorney; punishment
may include a fine of not less than $100 or more than $500, confinement
in county jal for not less than one (1) month or more than sx (6) months
or both afine and confinement.

C. Emergency mestings.

1.

Only with exigence of imminent threat to public hedth/safety or
unforeseegble Stuations requiring immediate action.

Notice must be posted at least two (2) hours prior to meeting and must
dtate reason for emergency or urgent public necessity.

D. Executive/closed sesson mestings.

1.

Megting may be closed to the public under limited circumstances,
including contract negotiations, congderation of personnd matters (not
pad consultants), red property transactions, consultation with attorney
regarding litigation, security deployment and méatters to  which
attorney/client privilege applies;, presence of a third party in the executive
sesson may nullify atorney/client privilege.

Mug first convene in open sesson and announce executive sesson is to be
held and cite statutory provision(s) that authorize the executive sesson.

No find action, decison, or vote may be taken during executive session;
must reconvene in open session to take action.

Certified agendalminutes of the closed sesson must be prepared and
retained.

May not disclose to the public the minutes (certified agenda) or tape
recording of a closed mesting; violation isaClass B misdemeanor.

Office/Meeting Locations

A. Office — Board may designate one or more offices indde or outside the didtrict to
conduct business of digtrict and maintain district records.
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Mesting location — Board may designate one or more places ingde or outsde the
digtrict for conducting mesetings of the Board.

1. Mesting place may be private resdence or business as desgnated by
written resolution, but must be open to public.

2. Notice of desgnation or change of meeting place located outsde the
district must be published in newspaper and filed with the TCEQ.

Compliance with Americans with Disabiliies Act (the "ADA") — meding
facilities must be physicdly accessble to persons with disgbilities, incdludes being
certain tha communications with dissbled persons are effective and providing
auxiliary ads/services when necessary.

VIIl. Didtrict Records

A.

Records of digtrict are subject to provisons of Public Information Act (frequently
referred to as the "Open Records Act') and Locad Government Records Act
(Chapter 552, Government Code; Chapters 201-205, Local Government Code).

Musgt permit public ingpection and access to didrict records, including, but not
limited to, reports, audits, contracts, voting records, tax records, etc.

Specific procedures to respond to requests for information must be complied with
under Public Information Act.

May be hepful to have a written policy regarding process/procedures for handling
Public Information Act requests.

IX. Consultants

A.

Didrict may not engage certain professond services based on competitive bids
(Professond  Services Procurement Act, Chapter 2254, Government Code,
Section 49.278, Water Code).

1 Includes public accountants, professond engineers, atorneys, financid
advisors and other professond consultants.

2. Sdection of professona services must be based on qudifications and
experience, not price or fee.

NOTE

The information reflected in this outline was prepared from the TCEQ publications entitled "A
Handbook for Board Members of Water Didricts in Texas" Fourth Edition, June 1996 and
"Texas Water Didricts- A Generd Guide" March 2000, and the provisons of the Texas Water
Code, but should not be exclusvely relied upon. Please consult with your didrict's atorney for
guidance regarding the gpplication of this information to your specific didrict. Each didrict is
repongble for maintaining knowledge and familiarity with the rules, regulations, and dautes
goplicable to ther didtrict.
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