CHEROKEE WATER COMPANY

GENERAL RULESAND REGULATIONS
(7/17/08)

PREAMBLE
In order to maintain the viability of the Cherokee Water Company, and the prosperity and
harmony of the residential community of Lake Cherokee, the Board of Directors of the CWC
hereby establish these General Rules and Regulations which shall be gpplied fairly and equitably
toall.

STATEMENT OF SHAREHOLDER RIGHTS
No rule or regulation shall be adopted by the Board of Directors of the Cherokee Water Company
that does not serve to enhance the prosperity of the company or provide for the tranquility of the
residents of Lake Cherokee. The Board of Directors is mindful that the adoption and compliance
with rules of contemporary standards of conduct are avital component in the long term success of
the corporate and residential community of L ake Cherokee.
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|. GENERAL PROVISIONS

DEFINITIONS
As used in these Rules and Regulations, the following words mean and are defined as indicated:
Leaseholder ................ ashareholder who is holding avalid lease from Cherokee
Water Company on one or more of the lots.
o) S one of the lots shown by maps of L ake Cherokee Property. Exact

determination of the location of lot lines and lot corners and the

exact distance of ot lines between the corners cannot be determined

by reference to these maps; therefore, the final determination of the

location of each lot is the authority of the Board of Directors.

“Sharelot” is an unimproved lot on Lake Cherokee which isheld

for the purpose of allowing |easeholders access to CWC facilities.
Board of Directors......Persons duly elected to serve as directors of Cherokee Water

Company Corporation.

Lake Cherokee ........ any property owned by Cherokee Water Company.

CWC ..o The Cherokee Water Company

Shareholder................. A person whose name appears on at least one share of stock of the
Cherokee Water Company

Privilege Card............. A card or document authorizing the bearer to certain privilegeson
CWC property

Personal Watercraft...amotor powered vessel which is designed to be operated by a
person or persons sitting, standing or kneeling on the vessel rather
than in the conventional manner of sitting or standing inside the
vessel

A.FINESAND PENALTIES:

1. A fine of not less than one hundred dollars ($100.00) and not more than one thousand
dollars ($1,000.00), plus restitution of actual damages, may be assessed by the Lake
Manager or the Board of Directors for violation of any of the Rules and Regulations for
CWC, unless otherwise stipulated within these rules. Individuals whose conduct is
considered to be hazardous or detrimental to himself or others or in conflict with
community standards may be barred from CWC property.

2. Each day that aviolation continues may be considered as a separate and distinct
violation, and aleaseholder may be fined an additional amount for each day that such
violation continues.

3. If aleaseholder who is fined does not pay that fine within thirty (30) days of the date
assessed, or if aleaseholder does not pay the annual lease rental within thirty (30) days
of its due date, a penalty of one hundred dollars ($100.00) per month may be assessed
against the leaseholder for each month that such annual lease rental or fine remains
unpaid.

4. If aleaseholder does not pay the annual lease rental within thirty (30) days of its due
date, or aleaseholder becomes thirty (30) days delinquent in payment of any other
indebtedness owing to CWC, the Board of Directors may, after ten (10) days' written
notice addressed to the leaseholder at the last address furnished by that |easeholder to

3



CWC, cancel the leaseholder’s share of capital stock in CWC and the | ease agreement
held by that leaseholder. This action may be taken without any further notice or
demand upon the leaseholder, and the corporate records shall so reflect such
cancellation. For the purpose of this provision, it shall be conclusively presumed that a
leaseholder has received such written notice and demand forty-eight (48) hours after
the same has been so deposited in the United States Mail with sufficient postage
affixed.

5. If aleaseholder becomes thirty (30) days delinquent in the payment of any obligation or
indebtedness owing to CWC including, but not limited to annual lease rentals,
penalties, and/or fines, the leaseholder shall, in addition, be responsible for the
payment of reasonable attorney’s fees, processing fees and al costs of collection,
including applicable court costs.

6. Any shareholder whose family member or guest is adjudged in violation of a CWC rule
isresponsible for paying any fine and/or upholding any punitive action.

7. The Lake Manager shall decide the facts of any violation. It isthe Manager’s decision
to determine the assessment of afine. The decision may be appeaed to either the full
Board of Directors of the CWC or the Rules and Appeals Committee whose decision
shall befinal.

B. TRANSFER OF CWC STOCK CERTIFICATE AND APPLICATION FOR LEASE:
1. DEATH OF LEASEHOLDER:
a. CWC Stock Certificate and Lease Agreement shall be surrendered for transfer within
one year and one day of the death of the Leaseholder.
b. Lake Attorney shall be furnished all legal instruments pertinent to ownership prior to
transfer of stock certificate and lease agreement.
2. FEES FOR TRANSFERS:
a. Transfers between spouses, estates of a deceased spouse and a surviving spouse: Fee
Waived
b. Transfers between “immediate family members,” as that term is used herein,
“immediate family members’ means amother, father, and/or their children (but not
grandchildren), and includes legally adopted children: ($250)
c. Inherited shares: ($250)
d. Transfer not between spouses or immediate family members: ($1,000.00).
3. SALE OF PROPERTY
a. Leaseholder, or his duly authorized legal counterpart shall obtain a permit from
CWC to sll, offer for sale, or advertise for sale the share of stock and leasehold
improvements, if any, before contracting to sell the same. Said permit is required
whether the Leaseholder contracts for himself or through an agent and before any
“For Sale” signisplaced on CWC lot or lots.
4. SURVEYSAND THE ESTABLISHMENT OF LOT LINES
a. Every lot on the lake, with the exception of share lots, will be surveyed and platted.
These surveys must be performed and the plats drawn in accordance with
specifications established by CWC and must be performed by a Registered Public
Surveyor approved by CWC. Cost of each lot survey will be borne by the
leaseholder and said survey will be filed with CWC.
b. The Lake Manager may assist the parties in establishing property lines. Any dispute
or question on the location on the ground of |ot lines or corners of aleased lot shall
be submitted to the Board President for resolution.



C.RIGHTSAND PRIVILEGESOF LEASEHOLDERS AND OTHERS:

1. Right to go upon CWC property: All persons, including leaseholders, are required to
carry avalid Privilege Card issued by the Secretary of CWC, or be accompanied by a
person carrying avalid Privilege Card, to go upon CWC property.

2. The following persons qualify for Privilege Cards:

a. Leaseholder

b. Leaseholder’s spouse

C. Leaseholder and/or leaseholder’ s spouse’s unmarried dependent children,
stepchildren, or adopted children to age twenty-five (25).

d. Leaseholder and/or |easeholder’ s spouse’s married and/or non-dependent children,
stepchildren, adopted children, grandchildren, sons-in-law, daughters-in-law,
parents, brothers, brothers-in-law, sisters, sisters-in-law and their children, may be
issued a Privilege Card at a cost of $25.00 per person per year. With consent of the
CWC aleaseholder may obtain one such card designated for one person that resides
with the leaseholder and provides health care services or other required services.

e. Employees and any other person with the prior written permission of CWC, upon
such terms and conditions and for such consideration asis prescribed by CWC.

f. Unmarried leaseholder shall be issued one (1) additional privilege card for the use of
one individual residing in their household.

3. PRIVILEGE CARD LIMITATIONS
a. A person holding a Privilege Card (but not aleaseholder), when properly authorized,

may use the watercraft belonging to aleaseholder or leaseholder’s spouse, but may
not use his own watercraft on Lake Cherokee.

b. The leaseholder obtaining Privilege Cards shall be responsible for the actions and
conduct of the holder of each of the Card or Cards on CWC property.

c. The holder of aPrivilege Card shall carry the card at all times while on CWC
property and shall have that card available for inspection upon request by any
authorized CWC personnel.

e. Only the person whose name appears on a Privilege Card is authorized to useit.

f. The leaseholder shall be deemed the custodian of all privilege cardsissued and is
responsible for any unauthorized use of such privilege card.

4. Holders of valid Privilege Cards shall be entitled to the use of L ake Cherokee, |ake
roads and other common facilities, subject to the Rules and Regulations prescribed by
the Board of Directors of CWC.

D. GUESTS:

1. All leaseholders are permitted to have areasonable number of guests who are permitted
to go upon CWC property to hunt, fish and for recreationa purposes when
accompanied by such leaseholder.

2. All leaseholders are permitted areasonable number of houseguests who do not have to
be accompanied at all times on the leased |ot by the leaseholder. Houseguests are
defined as visiting friends and rel atives who do not permanently reside upon the |eased
premises. However, at |east one Privilege Card holder must be present with overnight
guests, unless a special situation exists and |ake management has given approval.

E. ENFORCEMENT OF RULESAND REGULATIONS:

1. Lake Patrolmen, under the direction of the Lake Manager, are charged with the duty of
enforcing these Rules and Regulations, as well as the Texas Water Safety Act. They are
authorized to issue aNotice of Violation and to confiscate the Privilege Card from any
person violating these Rules and Regulations. Such person may appea to the Board of
Directors.



2. CWC reserves the right for its employees, representatives, or any other person duly
authorized by it, to go upon any leased lot for the purpose of enforcing these Rules and
Regulations or stop and question the operator of any vehicle or watercraft on Lake
Cherokee.

F. LAKELOT USED FOR RESIDENTIAL PURPOSESONLY:

1. Leaseholders shall use lake lots for residential purposes only and shall not at any time
or in any manner use said property for commercial purposes. A lake lot shall be
considered as being used for a prohibited commercial purpose if one of the following
conditions exist:

a. If alakelot isrented or leased for any consideration to another person.

b. If aperson upon viewing any activity for another lot, the lake or alake road, can
reasonably assume that a business or business activity exists, or that the lake lot is
being used for commercia purposes.

c. If there exists outside of the house site on the lake |ot any business equipment.

d. If vehicular traffic to or from the lake lot by non-socia guests becomes
objectionable to other |easeholders.

2. The leaseholder of any lot owned by the CWC accessible by water is required to affix
such owner’ s lot number to a boathouse, pier, sign post or other suitable structure
which can be seen legibly from the water. All lot numbers shall be at least 4” in height
and be of acolor to contrast with the background upon which they are posted. Failure
to conform to this rule by the leaseholder will result in the CWC placing such asign
upon the lot at the leaseholder’ s expense.

3. With the exceptions of guests as provided el sewhere in these Rules and Regulations,
and subject to the restrictions imposed, only aleaseholder, |easeholder’ s spouse and
dependent children may reside upon a CWC lot unless authorized by the Board of
Directors.

G. ACCEPTANCE OF RULESAND REGULATIONSAND LEASE AGREEMENT BY
LEASEHOLDERS:

Prior to the issuance of any Stock Certificate, L ease Agreement or Privilege Card to anew
leaseholder, that |easeholder must first sign and acknowledge a statement before a
Notary Public confirming that he has carefully read and understands these Rules and
Regulations and lease agreement in their entirety and agrees that he, and those persons
holding Privilege Cards through him, will follow and be bound by such Rules and
Regulations and L ease Agreement.

[I.SHAREHOLDER OBLIGATIONS

A. SHAREHOLDER CONDUCT

1. Any person who, while upon CWC property, commits an illegal act; violates
contemporary community standards of conduct or CWC Rules and Regulations will be
subject to fines and punishments as set forth in these rules and regulations.

2. Pursuant to Penal Code Section 30.06, handguns are prohibited at the CWC
administrative offices at NK20 and NK21, CWC maintenance buildings, Firecracker
Park and Bikini Island. CWC administrators, CWC security personnel and law
enforcement are exempt from thisrule.

3. Littering is prohibited upon any CWC property.
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