BYLAWS
OF

THE BLUE STONE DITCH ASSOCIATION

ARTICLE]
OFFICES

The principal office of the corporation sheil be located in or near DeBeque, in Mesa
County, State of Colorado, and shall be the same as its registered office.

ARTICLEII
SHAREHOILDERS

2.01 Annua! Mesting. The annual meeting of the shareholders shall be held on the '
4™ Thursday in January of each year at the time and at such location in or near DeBeque,
Colorado as may be designated by the Board of Directors, for the purpose of electing
directors, determining assessmenis on shares of the corporation, and for the transaction of
such other business as may come before the meeting. If the day fixed for the annual meeting
shall be a legal holiday in the State of Colorado, such meeting shall be held on the nexi
succeeding business day. If the election of directors shall not be held on the day designated
herein for any annual meeting of the shareholders, or at any adjournment thereof, the Board
of Directors shall cause the election to be held at a special meeting of the shareholders as
soon thereafter as such a meeting may be conveniently held. '

202 Special Meetings. Special meetings of the shareholders may- be called by the
Board of Directors and shall be called by the President at the request of the holders of not less
than one-tenth of all the outstanding shares of the corporation entitled to vote at the meeting.

2.03 Place of Meeting. The Board of Directors, or other person authorized to call a
special meeting, may designate any place in or near DeBeque, Colorado, as the place for any
special meeting of the shareholders called by the Board of Directors. If no designation is
made, the place of meeting shall be the principal office of the corporation.

2.04 Notice of Meeting, Written or printed notice, stating the place, day and hour
of the annual meeting or any special meeting and, in the case of a special meeting, the
purposes for which the meeting is called, shall be delivered not less than ten (10) nor more
than sixty (60) days before the date of the meeting, either personally or by mail, by or at the
direction of the President or the Secretary at the expense of the corporation to each
shareholder of record entitled to vote at such meeting, except that if the authorized capital




stock is to be increased, at least thirty (30) days' notice shall be given. Notice to
shareholders of record, if mailed, shall be deemed given as to any shareholder of record, five
(5) days after mailing by United States first class mail, addressed to the sharcholder at the
shareholder's address as it appears on the stock transfer books of the corporation, with
postage thereon prepaid, but if three (3) successive letters mailed to the last-known address of
any shareholder of record are returned as undeliverable, no further notices to such
shareholder shall be necessary, until another address for such shareholder is made known to
the corporation.

2.05 Fixing of Record Date. For the purpose of determining shareholders entitled to
notice of or {0 vote at any meeting of shareholders or any adjournment thereof, or in order to
make a determination of shareholders for any other proper purpose, the Board of Directors
may fix in advance a date as the record date for any such determination of shareholders, such
date in any case to be not more than seventy (70) days and, in the case of a meeting of
shareholders, not less than ten (10) days, prior to the date on which the particular action
requiring such determination of shareholders is to be taken. [If no record date is fixed for the
determination of shareholders entitled to notice of or to vote at a meeting of shareholders, the
day before the date on which notice of the meeting is first given shall be the record date for

' such determination of shareholders. When a determination of sharcholders entitled to vote

at any meeting of shareholders has been made as provided in this section, such determination
shall apply to any adjournment thereof, unless the Board of Directors fixes a new record date.

The Board of Directors must fix a new record date if the meeting is adjourned to a date more
than one hundred twenty (120) days after the date fixed for the original meeting.

2.06 Voting Lists. The Secretary shall make, at least two (2) days afier notice of a
meeting is given or ten (10) days before each meeting of shareholders, whichever is earlier, a
complete list of the shareholders entitled to vote at such meeting or any adjournment thereof,
arranged in alphabetical order, with the address of and the number of shares held by each,
which list shall be kept on file at the principal office of the corporation and shall be subject to
inspection and copying by any sharcholder or the shareholder’s agent or attorney at any time
during usual business hours. Such list shall also be produced and kept open at the time and

- place of the meeting and shall be subject to the inspection of any sharcholder or the

shareholder’s agent or attorney during the whole time of the meeting. The original stock
transfer books shall be prima facie evidence as to the shareholders entitled to examine such
list or transfer books or to vote at any meeting of shareholders.

2.07 Quorum. The majority of the outstanding shares of the corporation entitled to
vote, represented in person or by proxy, shall constitute a quorum af a meeting of
shareholders. If less than a majority of the outstanding shares are represented at a meeting, a
majority of the shares so represented may adjourn the meeting from time to time without
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further notice. At such adjourned meeting at which a quorum shall be present or
represented, any business may be transacted which might have been transacted at the meeting
as originally notified. The shareholders present at a duly organized meeting may continue to
transact business until adjournment, notwithstanding the withdrawal of enough shareholders
to leave less than a quorum.

2.08 Manner of Acting. If a quorum is present at the commencement of a meeting
of the shareholders, the affirmative vote of a majority of the shares voting on the subject
matter shall be the act of the shareholders, unless the vote of a greater number is required by
law or the Articles of Incorporation.

2.09 Proxies. At all meetings of shareholders, a shareholder may vote by proxy
executed in writing by the shareholder or by the shareholder's duly authorized atiorney in
fact. Such proxy shall be filed with the Secretary of the corporation before or at the time of
the meeting. No proxy shall be valid after 11 months from the date of its execution unless
otherwise provided in the proxy.

2.10 Voting of Shares. Each outstanding share shall be entitled to one vote on each
matter submitted to a vote at meeting of shareholders. In the election of directors, each
record shareholder entitled to vote at such election shall have the right to vote the number of
shares owned by such shareholder for as many persons as there are directors to be elected.
Cumulative voting shall not be allowed.

2.11  Voting of Shares by Certain Shareholders.

2.11.a. Shares of the corporation standing in the name of another corporation,
or other legal entity such as a limited liability company or governmental agency, may
be vowrd by such officer, agent or proxy as the bylaws of such corporation or
governing documents and/or laws and regulations applicable to such other legal
entity, may prescribe ot, in the absence of such provision, as the board of directors of
such corporation or governing body or authorized officer of such other legal entity
may determine. :

2.11.b. Shares of the corporation held by an administrator, executor, guardian
or conservator may be voted by such administrator, executor, guardian or conservator,
gither in person or by proxy, without a transfer of such shares into the name of the
administrator, executor, guardian or conservator. Shares standing in the name of a
trustes may be voted by such trustee either in person or by proxy, but no trustee shatl
be entitled to voie shares held by such trustee without a transfer of such shares into the
trustee’s name.




2.11.c. Shares of the corporation standing in the name of a receiver may be
voted by such receiver and shares held by or under the control of a receiver may be
voted by such receiver without the transfer thereof into the receiver’s name if
authority so to do be comtained in an appropriate order of the cowrt by which such
receiver was appointed.

2.11.d. A shareholder whose shares are pledged shall be entitled to vote such
shares until the shares have been transferred into the name of the pledgee on the books
of the corporation, and thereafter the pledgee shall be entitled to vote the shares so
transferred.

2.12  Action by Shareholders Without a Meeting. Any action required to be teken at
a meeting of the shareholders or any action which may be taken at a meeting of the
shareholders, may be taken without a meeting if a consent in writing, setting forth the action
so taken, is signed by a majority of the shareholders entitled to vote with respect to the
subject matter thereof. Such consent has the same force and effect as a majority vote of the
shareholders, and may be stated as such in any articles or document filed with the Secretary
of State of Colorado. The record date for determining shareholders entitled to take action
without a meeting or entitled to be given notice shall be the date that a writing seting forth
the action taken is first received by the corporation.

TICLE Il
BOARD OF DIRECTORS

3.01 Geneoral Powers. The business and affairs of the corporation shall be managed
by its Board of Directors, except as otherwise provided by law or the Articles of
Incorporation.

3.02 Number. Tenure and OQualifications. The number of directors of the
corporation shall be five (5). A Director, to be eligible to serve and to continue serving once
elected, must: (2) own stock in the corporation and land which is served by corporation’s
water delivery system; {b) be married to a person who owns stock in the corporation and land
served by the corporation’s water delivery system; or (¢) be the representative designated in
writing of the owner of stock in the corporation and land served by the corporation’s water
delivery system where the owner is a legal entity other than an individual or where the owner
consists of two or more individual owners of such land. Persons nominated for office as a
director and representing an entity, corporation, homeowners” group, ditch company or other
entity must have a written resolution duly approved by the entity’s goveming body naming
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the nomines to represent them. Persons nominated either from the floor or by write-in for
vacant director positions at the annual meeting of the shareholders must be in attendance at
the meeting to personally accept the nomination. Directors shall be elected at each annual
meeting of shareholders. Each director shall hold office until the next annual meeting of
shareholders and thereafter umtil such director's successor shall have been elected and
qualified. Directors shall be removable in the manner provided by the statutes of Colorado.

3.03 Vacancies. Any vacancy occurring in the Board of Directors may be filled by
the affirmative vote of a majority of the remaining directors though less than a quorum. A
director elected to fill a vacancy shall be elected for the unexpired term of his/her predecessor
in office. Any direciorship to be filled by reason of an increase in the number of directors
shall be filled by election at an annual meeting or af a special meeting of the shareholders
called for that purpose.

3.04 Regular Meetings. A regular meeting of the Board of Directors shall be held
following the annual meeting of shareholders as soon thereafier as may be convenient. The
Board of Directors may provide, by resolution, the time and place for the holding of
additional regular meetings.

3.05 Special Meetings. Special meetings of the Board of Directors may be called
by or at the request of the President, the Secretary or any three directors. The person or
persons authorized to call special meetings of the Board of Directors may fix any place in or
near DeBeque, Colorado as the place for holding any special meeting of the Board of
Directors called by them.

306 Notice. Notice of any meeting of the Board of Directors shall be given at least
two (2) days previously thereto by written notice delivered personally or mailed to cach
director at the director’s business address, or by notice given at least one (1} day previously
by facsimile. If mailed, such notice shall be deemed to be delivered when deposited in the
United States mail so addressed, with postage prepaid thereon. A director may waive notice
of any meeting. The attendance of a director at a meeting shall constitute a waiver of notice
of such meeting, except where a director attends a meeting for the express purpose of
objecting to the transaction of any business because the meeting is not lawfully called or
convened. Neither the business to be transacted at, nor the purpose of, any regular or special
meeting of the Board of Directors need be specified in the notice or waiver of notice of such
meeting.

3.07 Quorum. A majority of the Board of Directors shall constiute a quorum for
the transaction of business at any meeting of the Board of Dirsctors, but the affirmative vote
of a majority of the entire Board of Directors shall be necessary to transact any business. If
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less than such majority is present at a meeting, a majority of the directors present may
adjourn the meeting from time to time without further notice.

3.08 Manner of Acting. The act of the majority of the entire Board of Directors
~ shall be the act of the Board of Directors.

3.09 Compensation. By resolution of the Board of Directors, any director may be
paid any one or more of the following: his/her expenses, if any, of attendance at meetings; a
fixed sum for attendance at each meeting; or a stated salary as director. No such payment
shall preclude any director from serving the corporation in any other capacity and receiving
compensation therefor.

3.10 Presumption of Assent. A director of the corporation who is present at a
meeting of the Board of Directors at which action on any corporate matter is taken shall be
presumned to have assented to the action taken unless his/her dissent or abstention shall be
entered in the minutes of the meeting or uniess he/she shall file histher written dissent or
abstention to such action with the person acting as the secretary of the meeting before the
adjournment thereof or shall forward such dissent or abstention by registered mail to the
Secretary of the corporation immediately after the adjournment of the meeting. Such right to
dissent or abstain shall not apply to a director who voted in favor of such action.

3.11 Commirttees. By resolution adopted by a majority of the Board of Directors,
the Board of Directors may designate two (2) or more directors to constitute a committee, any
of which shall have authority in the management of the corporation as the Board of Directors
shall designate and as shall be prescribed by the Colorado Revised Nonprofit Corporation
Act, Title 7, Articles 121 through 137, of the Colorado Revised Statutes, as such may be
amended or reenacted (Colorado Revised Nonprofit Corporation Act). No such delegation
of authority shall operate to relieve the Board of Directors or any member of the Board of
Directors from any responsibility imposed by law. -

3.12 Action by Directors Without a Meeting. Any action required to be taken at a
meeting of the directors, or any action which may be taken at a meeting of the directors, may
be taken without a meeting if a consent in writing, setting forth the action so taken, is signed
by all of the directors entitled to vote with respect to the subject matter thereof. Such
consent has the same force and effect as a unanimous vote of the directors, and may be stated
as such in any articles or documents filed with the Secretary of State of Colorado.

3.13 Participation by Electronic Means Any member of the Board of Directors or
any committee designated by such Board may participate in a meeting of the Board of
Directors or committee by means of telephone conference or similar communications
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equipment by which all persons participating in the meeting can hear each other at the same
time. Such participation shall constitute presence in person at the meeting.

3.14 Resignation. Any director of the corporation may resign at any time by giving
written notice to the President or the Secretary of the corporation. The resignation of any
director shall take effect upon receipt of notice thereof or at such later time as shall be
specified in such notice; and, unless otherwise specified therein, the acceptance of such
resignation shall not be necessary to make it effective. When one or more directors shall
resign from the Board of Directors, effective at a future date, a majority of the directors then
in office, including those who have so resigned, shall have power to fill such vacancy or
vacancies, the vote thereon to take effect when such resignation or resignations shall become
effective.

ARTICLE IV
OFFICERS AND AGENTS

401 Qeneral. The officers of the corporation shall be a President and such other
officers, including a Secretary and a Treasurer, as may be appointed by the Board of
Directors. The President and any Vice President must be members of the Board of
Directors. Other officers are not required to be members of the Board of Directors. The
offices of Secretary and Treasurer may be held by the same person. The Board of Directors
may appoint such other officers, assistant officers, committees and agents, including
Vice-Presidents, Assistant Secretaries and Assistant Treasurers, as it may consider necessary,
who shall be chosen in such manner and hold their offices for such terms and have such
authority and duties as from fime to time may be determined by the Board of Directors. The
salaries of all the officers of the corporation shall be fixed by the Board of Directors. One
person may hold any number of offices simultaneously. In all cases whero the dutics of any
officer, agent or employee are not prescribed by these Bylaws or by the Board of Directors, -
such officer, agent or employee shall follow the orders and instructions of the President.

4.02 Appointment and Term of Office. The officers of the corporation shall be
appointed by the Board of Directors annually at the first meeting of the Board of Directors
held after each annual meeting of the shareholders. If the appointment of officers shall not
be held at such meeting, such appointment shall be held as soon thereafter as conveniently
may be. Each officer shall hold office until the first of the following to ocour: until his/her
successor shall have been duly appointed and shall have qualified; or until his/her death; or
until he/she shall resign; or until he/she shall have been removed in the mamer hereinafter
provided. ’




4.03 Removal. Any officer or agent may be removed by the Board of Directors
whenever in its judgment the best interests of the corporation will be served thereby.
Election or appointment of an officer or agent shall not in itself create contract rights.

~ 4.04 Vacancies. A vacancy in any office, however occurring, may be filled by the
Board of Directors for the unexpired portion of the term.

4.05 President. The President shall, subject to the direction and supervision of the
Board of Directors, be the chief executive officer of the corporation and shall have general
and active control of its affairs and business and: general supervision of its officers, agents
and employees. The President shall see that the corporation’s ditches are in repair for
carrying water and that water is available for irrigation from April 1* to November 1* of each
year or longer (if practicable), and that water is available for domestic purposes during the
non-irrigation season, when water is available for diversion at the corporation’s headgate.
The President shall preside at meetings of the shareholders and meetings of the Board of
Directors. The President shall have custody of the Secretary’s and Treasurer's bonds, if any.
The President shail perform the duties of all the other officers if those officer positions are
not filled or if such officer cannot act.

4.06 Vice-Presidents. The Vice-Presidents, if any, shall assist the President and
shall perform such duties as may be assigned to them by the President or by the Board of
Directors. In the absence of the President, the Vice-President designated by the Board of
Directors, or (if there be no such designation) designated in writing by the President, shall
have the powers and perform the duties of the President. If no such designation shall be
made, all Vice-Presidents may exercise such powers and perform such duties.

2,07 Secretary. The Secretary shall: (a) keep the minutes of the proceedings of the
shareholders and the Board of Directors; (b) see that all notices are duly given in accordance
with the provisions of these Bylaws or as required by law; (¢} be custodian of the corporate
records and of the seal of the corporation and affix the seal to all documents when authorized
by the Board of Directors; {d) keep at its registered office or principal place of business a
record contsining the names and addresses of all sharcholders and the number and class of
shares held by each; (&) sign with the President or a Vice-President certificates for shares of
the corporation, the issuance of which shall have been authorized by resolution of the Board
of Directors; (f) have general charge of the stock transfer books of the corporation, unless the
corporation has a transfer agent; and (g) in general perform all duties incident to the office of
Secretary and such other duties as from time to time may be assigned to the Secretary by the
President or by the Board of Directors. Assistant Secretaries, if any, shall have the same
duties and powers, subject o supervision by the Secretary.




4.08 Treasurer. The Treasurer shall be the principal financial officer of the
corporation and shall have the care and custody of all funds, securities, evidences of
indebtedness and other personal property of the corporation and shall deposit the same in
accordance with the instructions of the Board of Directors. The Treasurer shall receive and
give receipts and acquittances for moneys paid in on account of the corporation and shall pay
out of the funds on hand all bills, payrolls and other just debts of the corporation and of
whatever nature upon maturity. The Treasurer shall perform all other duties incident to the
office of the Treasurer and, upon request of the Board of Directors, shall make such reports to
it as may be required at any time. The Treasurer shall have such other powers and perform
such other duties as may be from time to fime prescribed by the Board of Directors or the
President. Assistant Treasurers, if any, shall have the same powers and duties, subject t0
supervision by the Treasurer.

The Treasurer shall also be the principal accounting officer of the corporation. The
Treasurer shall prescribe and maintain the methods and systems of accounting to be followed,
keep complete books and records of account, prepare and file all local, state and federal tax
returns, prescribe and maintain an adeguaté system of internal audit, and prepare and furnish
to the President and the Board of Directors statements of account showing the financial
position of the corporation and the results of its operations.

4.09 Ir;demniﬁcation,

4.09.2. The corporation shall indemnify and advance expenses to a director or
officer of the corporation in congection with a proceeding to the fullest extent
permitted by the Colorado Revised Nonprofit Corporation Act, as such may be
amended or reenacted.

4.09.b. With respect to an employee or agent other than a divector or officer of
the corporation, the corporation may, as determined by the Board of Directors,
indemnify and advance expenses to such employee or agent in connection with a
proceeding to the extent permitted by the Colorado Revised Nonprofit Corporation
Act as such may be amended or reenacted.




ARTICLE V
STOCK

5.01 Regulation. The Board of Directors may make such rules and regulations as it
may deem appropriate concerning the issuance, transfer and registration of certificates for
shares of the corporation, including the appointment of transfer agents and registrars.

5.02 Certificates for Shares. The shares of stock shall be represented by
consecutively numbered certificates signed in the name of the corporation by the President or
a Vice-President and attested by a Secretary or an Assistant Secretary, and shall be sealed
with the seal of the corporation or with a facsimile thereof. In case any officer who has
signed, such certificate shall have ceased to be such officer before such certificate is issued, it
may be issued by the corporation with the same effect as if he/she were such officer at the
date of its issue. Certificates of stock shall be in such form consistent with the law as shall
be prescribed by the Board of Directors. No centificate shall be issued until the shares
represented thereby are fully paid. .. .

5.03 Consideration for Shares. Shares shall be issued for such consideration,
expressed in dollars as shall be fixed from time to time by the Board of Directors.

5.04 Lost Certificates. In case of the claimed loss, destruction or mutilation of a
certificate of stock, the Board of Directors may direct the issuance of a new certificate in lieu
thereof upon such terms and conditions in conformity with law as it may prescribe. The
Board of Directors may in its discretion require a bond in such form and amount and with
such surety as it may determine before issuing a new certificate.

505 Transfer of Shares. Upon surrender to the corporation or to a transfer agent of
the corporation of a certificate of stock duly endossed or accompanied by proper evidence of
succession, assignment or authority to transfer, and such documentary stamps as may be
required by law, it shall be the duty of the corperation to issue a new certificate to the person
entitled thereto and cancel the old certificate, except as provided in these Bylaws with respect
to unpaid assessments, Every such transfer of stack shail be entered on the stock book of the
corporation which shall be kept at its principal office, or by its registrar duly appointed. The
corporation shall be entitled to treat the holder of record of any share of stack as the holder in
fact thereof, and accordingly shall not be bound to recognize any equitable or other claim to
or interest in such share on the part of any other person whether or not it shall have express or
other notice thereof, except as may be required by the laws of Colorado.

506 Water Rights. One share of the capital stock of the corporation shall represent
such proportion of 81.00 cubic feet of water per second of time as said share bears to the

10




nuraber of shares issued and outstanding for irrigation purposes during the irrigation season,
and such proportion of 25.00 cubic feet of water per second of time as said share bears to the
number of shares issued and outstanding for domestic and stock watering purposes during the
nonirrigation season. In case of a shortage of water or damage to the water delivery system,
of other cause which shall cause a shortage of water, then each share shall receive its pro rata
amount of water in proportion to the water available. The Board of Directors shall have the
power to require any shareholder taking water from the corporation’s water delivery system
to install a. measuring weir at the head of such shareholder’s lateral to measure the water
taken into the lateral. All headgates, upon installation, shall be owned by the corporation.
The corporation shall have the authority to close, lock or otherwise secure the headgate as the
superintendent or the Board of Directors deems advisable. No new or replacement
headgates will be permitted except as approved by the Board of Directors. The corporation
shall have power to regulate the shareholder’s headgate and measuring weir so as to control
the amount of water taken from the ditch to conform to the rights of said shareholder. In
case of refusal on the part of any shareholder to properly regulate and maintain said headgate
and measuring weir, the Board of Directars shall have the power to refuse to deliver water fo
said shareholder until such time as the amount of water due to such shareholder can be
properly regulated and controlled, or to take any other action deemed appropriate by the
Board of Directors to ensure that any shareholder is receiving the amount of water due such
shareholder in accordance with such shareholder's ownership of stock.

5.07 Assessments. The corporation may from time to time levy pro rata
assessments upon the issued and outstanding stock of the corporation to provide funds for the
costs of operation and maintenance of the corporation, to raise funds and to pay any
indebtedness and the interest thereon. Assessments shall be payable in cash. The
corporation’s stock may be assessed at the annual meeting of the shareholders or at a special
meeting of the shareholders called for that purpose.

In the event that the shareholders fail to timely hold the annual meeting or fail to make
or authorize any such assessment within 90 days after the close of the corporation’s fiscal
year, then the Board of Directors shall make such assessment at the next regular or special
meeting of the Board of Directors held thereafter.

5.08 Manner of Payment and Forfeiture. Notice of assessments and of the time and
manner in which the same is ordered to be paid shall be given by depositing in the United
States mail, postage prepaid, a notice to that effect, directed to the last known mailing address
of the shareholders of record as shown on the corporate books. One Hundred Twenty (120)
days after any assessment levied on the stock of the corporation, or any installment thereof,
shall become due and payable, the same shall become delinquent and shall draw interest at
the rate of twelve percent (12%) per anoum until paid. In the event that any of the
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shareholders shall fail to pay any such assessment so made at the time and in the manner
ordered by the Board of Directors, the collection of such assessments may be enforced in the
following manner:

(a) By the refusal on the part of the corporation to deliver any water to such
shareholder until such assessment has been paid, and if, at any time, the water being
used by such sharcholder on his stock, water may be shut off and kept shut off until
such assessment is paid.

(b)  The stock of the shareholder so in default may be sold at public auction
to the highest and best bidder for cash by the Secretary of the corporation on the order
of the Board of Directors in the manner as follows: if the assessment shall not have
been paid at the time that the same is made due and payable by the Board of Directors,
the Secretary shall, either in person or by written or printed notice mailed to the last
known address of the delinquent shareholder, demand payment of the amount of the
assessment and shall also, at such time, notify the shareholder that unless such
payment is made within thirty (30) days from the date of such demand, then at the end
of such time the shares owned by such delinguent shareholder will be subject to
forfeiture and sale as by law provided. If such assessment shall not have been paid at
the end of such thirty (30) days, the Board of Directors may declare said stock
forfeited and may order the same sold. Upon such order being made, the Secretary
shall public a notice of the sale of stock giving the time and place of the sale in &
newspaper published or having general circulation in the area served by the
corporation’s canal system. There shall be published a minirum of two (2)
insertions appearing at least a week apart, No greater number of shares of said stock
shall be sold than in the amount necessary to bring the amount of the assessment and

costs of sale, and the proceeds derived from such sale over and above the amount due
on such shares and the expense incident to and occasioned by the sale thereof shall be

paid over to the delinquent shareholder.

(c)  The corporation shall have a perpetual lien upon such shares of stock

and the water rights represented by the same for any and all assessments, and all parts

thereof, with the interest thereon, until.the same is fully paid. No share of stock shall
be transferred by the corporation until the assessments, and all interests thereon as
herein provided, have been fully paid.

(d) The corporation may take any other action necessaty to collect such

amounts, including, but not limited to, bringing a suit against the shareholder. In the
event that the corporation takes legal action to collect unpaid assessments, the

12




corporation shall be entitled o an award of its attomeys” fees and costs against the
shareholder.

The Board of Directors may take any of the above actions to enforce the payment of
assessments as they deem fit. The shareholders of the corporation, by taking stock therein,
shall be deemed to assent and agree to the above methods of making and enforcing the
collection of assessments on capital stock of the corporation.

The proceeds derived from such sale over and above the past due assessments,
accrued interest and a Twenty-Five Dollar ($25.00) administration fee are to be paid over to
the delinquent shareholder in such manner as provided by law. A written notice of proceeds
due shall be made by placing such notice in the United States mail to the last known address
of the delinquent shareholder. If the delinquent shareholder has not claimed the proceeds, a
second written notice shall be sent approximately one (1) year following the first written
notice by placing such notice in the United States mail to the last known address of the
delinquent sharecholder. If the delinquent shareholder has not claimed the proceeds within
thirty (30) days after mailing of the second written notice, such proceeds shall be handled and
disposed of in accordance with the Colorado Unclaimed Property Act, section 38-13-101, et
seq. C.R.S., or any amendments thereto or re-enactments thereof. The corporation shall
charge and deduct from such proceeds an administration fee of Twenty-Five Dollars ($25.00)
for each vear that the proceeds remain unclaimed by the delinquent shareholder.

5.09 Restrictions on Transfers out of the Corporation’s Water Delivery System.

{a)  Except as may be permiited by the Board of Directors pursuant to this
section, no shareholder in the corporation may have or cause the water represented by

the shareholder’s stock to be diverted from the Colorado River other than at the main
diversion facility of the corporation situated on the Colorado River and carried

thereafter in the system of canals and ditches operated by the corporation.

(b) No shareholder shall, with respect to water represented by such
shareholder’s shares of stock in the corporation, change or attempt to change the point
of diversion or method of transportation of such water from any place other than the
main diversion facility of the corporation on the Colorado River and the system of
canals and ditches owned, operated and maintained by the corporation, or to use or
atterapt to use such water in an exchange or plan of augmentation in conjunction with
any water right not embodied, evidenced or represented by the corporation’s decrees,
or to use or attempt to change the use of such water for any purposes not consistent
with the uses set forth in the corporation’s decrees, except as may be permitted by the
Board of Directors pursuant to this section.
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()  Any shareholder making such 2 yequest shall prepare and deliver to the
Board of Directors at the principal office of the corporation a written request
specifying in reasonable and sufficient detail so as to fully advise the Board of
Directors as to the nature and extent of the shareholder’s proposed action, specifically
including the following:

(i) A complete and reasonably detailed description of the action,
activity or project the shareholder proposes 10 undertake;

(i)  The identity of all water rights directly related o such action,
including the identification of the shareholder’s rights in the corporation;

(iii) An explanation setting forth facts with supporting data as to how
such proposed action will effect other shareholders in the corporation and other
water users on the Colorado River or its tributaries; and

(iv) An explanation narrative or description of all measures the
shareholder propases to implement to prevent, mitigate or eliminate any injury
to other shareholders in the corporation and other water users on the Colorado
River or its tributaries.

The written request shall be considered by the Board of Directors at the next regular
Board mecting provided that the request is received not less than fifieen (15) days in
advance of such meeting. Requests not delivered fifteen (15) days in advance of such
meeting shall be carried over to the next regular meeting of the Board of Directors.

(d) At the meeting of the Board of Directors wherein the shareholder’s
request is considered, the shareholder may address the Board for the purposes of
supplementing the written request earlier delivered, and may be represented by an
attorney or other representative of the shareholder’s choosing, The shareholder may
also present such other pertinent testimony or documentary evidence as the
shareholder desires, including engineering data and testimony. The Board of
Directors shall be entitfled to question the sharcholder or any other person speaking or
testifying on behalf of such shareholder in regards to the request. At the conclusion
of the meeting wherein the shareholder’s request is considered, the Board of Directors
may approve, deny or approve with qualifications the shareholder’s request. In
addition, the Board of Directors may continue its consideration of the written request
until and inclusive of the next regular meeting of the Board of Directors so as to allow
the Board of Directors to discuss and consider the merits of the request, to obtain such
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additional consultants or information as the Board of Directors may deem appropriate,
or to obtain supplemental data or information from the requesting shareholder. The
Board of Directors may engage such consultants of its own choosing, including, but
not limited to, engineers, hydrologists and attorneys, for review of the shareholder’s
request. The shareholder shall be responsible for the payment of any fees and costs
incurred by the corporation in engaging such consultants. Upon request of the Board
of Directors, the shareholder shall deposit an amount sufficient to pay such fees and
costs, as a condition to the Board’s further consideration of the shareholder’s request.
Failure to pay such deposit or such fees and costs constitutes a separate ground for
denial of the shareholder’s request by the Board of Directors.

(¢) The decision of the Board of Directors, if not made within five (5)
business days following the meeting at which the shareholder’s proposal was
considered, or within five (5) days of the continuation of the meeting at which the
shareholder’s proposal was considered, whichever is later, shall be deemed a rejection
and denial of the request of the shareholder. The decision of the Board of Directors
shall be reflected in the regularly kept minutes of the Board of Directors.

() The Board of Directors’ approval, denial or approval with
qualifications of such shareholder’s request shall in no event relicve the shareholder
from continuing to pay all assessments of the corporation levied against the
shareholder’s shares of stock in the corporation. .

(g) No shareholder may commence or maintain any legal or equitable
proceeding in any court of the State of Colorado or the United States, or any
administrative tribunal, for any purpose which is the subject of the provisions of this
section, without first applying the procedures set forth herein. In the event that a
shareholder undertakes or attempts to undertake any action, activity or project subject
to the provisions of this section without first complying with the procedures set forth
herein, or in the event that any shareholder commences or maintains any legal or
equitable proceeding in any court of Colorado or the United States, or any
administrative tribunal, for any purpose which is the subject of this section, without
first complying with the procedures set forth herein, or in the event that any
shareholder undertakes any action, activity or project or commences or raaintains any
legal proceeding in any court of the State of Colorado or the United States or any
administrative tribunal following the Board of Directors’ approval, denial or approval
with qualifications of a written request in compliance with the procedures set forth
herein, then the corporation shall be entitled to appropriate relief, including, but not
limited to, injunctions, temporary restraining orders and stays against such action,
activity or project and legal proceeding and such sharcholder shall, under all
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circumstances, indemnify and hold harmless the corporation and its officers, directors,
agents, employees and shareholders from any and all loss, liability, injury or damage
arising from or in connection with such action, activity or project or legal or equitable
proceeding commenced or maintained in connection therewith, which indemnity shall
include all costs, expenses and attorneys® fees incurred by the persons indemnifted
hereunder.

ARTICLE VI
CONTRACTS. LOANS, CHECKS AND DEPOSITS

6.01 Contracts. The Board of Directors may authorize any officer or officers, agent
or agens, to enter into any contract or execute and deliver any instrument in the name of and
on behalf of the corporation, and such authority may be general or confined 1o specific
instances.

6.02 Loans. No loans shall be contracted on behalf of the corporation and no
evidences of indebtedness shall be issued in its name unless authorized by a resolution of the
Board of Directors. Such authority may be general or confined to specific instances.

6.03 Checks. Drafls, Etc. All checks, drafs or other orders for the payment of
money, notes or other evidences of indebtedness issued in the name of the corporation shall
be signed by such officer or officers, agent or agents of the corporation and in such manner as
shall from time to time be determined by resolution of the Board of Directors.

6.04 Deposits. Al funds of the corporation not otherwise employed shall be
deposited from time to time to the credit of the corporation in such banks, trust companies or
other depositories as the Board of Directors may select.

ARTICLE VII
RULES OF THE CORPORATION

The Board of Directors have adopted and hereby restate the following rules for the
operation of the corporation and the corporation’s water delivery system:

RULE 1. In all cases where parties desire to connect with the canal of the

corporation, they shall obtain approval of the Board of Directors and notify the
superintendent. All such work shall be done under the superintendent’s direct supervision.
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‘ TICLE V.
RUL F CORPO N

The Board of Directors have adopted and hereby restate the following rules for the
operation of the corporation and the corporation’s water delivery system:

RULE 1. In all cases where parlies desire to commect with the canal of the
corporation, they shall obtain epproval of the Board of Directors and notify the
superintendent. All such work shall be done under the superintendent’s direct supervision.

" - RULE 2. The superintendent may place a proper head and lock on all delivery
boxes.

RULE 3. No water shall be turned out to any person on any stock until -all
assessments due on such stock have been peid, at the discretion of the Board of Directors.
" RULE 4. The superintendent may, al his or her discretion, have ali boxes and weirs

on the corporation’s water delivery system inspected and repaired before water is tumed into
the ditch for the season.

RULE 5. Al boxes shall be-locked down when inspected in accordance with Rule 4
and shall only be opened on the order from the Secretary as the water is paid for.

RULE 6. Any disagreement arising between the superintendent and any sharcholder
upon any matier not provided for by these rules or the Bylaws of the corporation may be
decided by any one of the dicectors, whose decision in such matters shall be binding, subject,
however, to an appeal to the Board of Directors.

RULE 7. No flume, bridge, utilities or other structure shall bs construsted over,
across or through the ditch right of way of the corporation except with the written permission
of the Board of Directors. - '

RULE 8. No dam, check, wheel or other obstruction shall be allowed in the
corporation’s waler delivery system except the written permission of the Board of Directors.

RULE 9. As of the date of adoption of these Bylaws, no new pumps may by installed
to pump directly out of the corporation’s ditch. Any such pumps must take water from a.
sump that is controlled by a headgate. Ifan existing pump installation is modified, the pump
as modified must comply with this rule. -

RULE 10. Any sobdivision of land served by the corporation’s water delivery
system shall only be served by the existing headgate for such lend. No additional headgates
will be installed for any such subdivision. '

The Board of Directors may adopt such additional rules as it deems necessary and
advisable for the operation of the corporation’s water delivery system and other property and
concerning delivery of water to shareholders. Such rules shall be maintained in writing at
the corporation’s principal office.




5.,@@ Waler & J'

water Rishts, One shere of the capital stock of the corporation shall represent

such proportion of 81.00 cubic fest of weater per second of time a3 said shere bears to the
quimbes.of sheres issued and outsianding for irrigation purposes diring the irrigation season,

 and such proportion of 25.00 cubic fect of water per second of time as said share bears to the
qumber of shaves issued and outstanding for domestic and stock watering purposes during the
nonirvigation season. In case ofa shoriage of water or damage to the water delivery system,
or other cause which shell cause a shortage of water, then each share shall receivs its pro raia
amouat of water in propordon to the waler gvailable. The Bosard of Dirsciors shall have the
power to require any sharcholder taking weter feom the corporation’s water delivery system
to install 8, measuring weir 2t the head of such shareliolders leteral to measure the water
tolen into the lsteral. Al headpetes, upon insiallation, shail be owned by the comoraton.
The corporation shall have the sutherity 1o closs, logk or otherwise secure the headgate as the
superintendent or the Board of Directors deems advissble. No mew or replasement
headgates will be permitied except as approved by the Board of Directors. The corporation
shall have power to regulaie the shaveholders headgete and measuring weir 20 a8 0 control
she amount of water telcen from the ditch fo conform to the rights of said sharcholder. Im
case of refusel on the part of any sharcholder o properly regulate and maintain said hieadgate
and measuring weir, the Board of Divectors shall have the power to refuse to deliver water fo
said shareholder untll such time as the amount of water due to such shaveholder cem be
properly regulated and controlled, or to take any other action deemed appropriate by the
Board of Directors o ensure thet any’ sharcholder is receiving the amount of water due such
shareholder in accordance with such shareholder’s ownership of stock.




ARTICLE VII
CELL OuUs

2.01 Waivers of Notice. Whenever notice is required by law, by the Certificate of
Incorporation or by these Bylaws, a waiver thereof in writing signed by the director,
shareholder or other person entitled to said notice, whether before, at ot after the time stated
therein, or his/her appearance at such meeting in person or (in the case of a shareholders'
meeting) by proxy, shall be equivalent to such notice.

8.02 Seal. -The corporate seal of the corporation shall be circular in form and shall
contain the name of the corporation and the words "SEAL, COLORADO."

8.03 Fiscal Year. The fiscal year of the corporation shall begin on the 1* day of
January and end on the 31" day of December.

8.04 Amendments. The Board of Directors or the shareholders shall have the power
to alter, amend, or repeal these Bylaws of the corporation or adopt new bylaws at any regular
meeting of the Board or at any special meeting called for that purpose.

CERTIFICATE

I certify that the foregoing Bylaws of The Blue Stone Ditch Association, Inc. are the
Bylaws that were adopted by the Board of Directors at a meeting, duly noticed and held on
, 2006.

_ Cyndie Graham, Secretary
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