
MINUTES OF THE MEETING
OF THE

BOARD OF DIRECTORS

THE STATE OF TEXAS

COUNTY OF HAYS

HAYS COUNTY WATER CONTROL AND IMPROVEMENT DISTRICT NO. 2

The Board of Directors (the "Board") of Hays County Water Control and Improvement
District No. 2 (sometimes referred to herein as the "District") met in regular session, open to the
public, at 151 Trinity Hills Drive, Austin, Texas, its meeting place outside the boundaries of the
District on October 18, 2018 and the roll was called of the members of the Board of Directors,
(herein referred to as the "Board") to-wit:

Royce Wachsmann President
Samantha E. Bethke Vice President
Sean McGillicuddy Secretary •
William Carroll Kelly IV Treasurer/Asst. Secretary
Bill Harris Asst. Secretary

All members of the Board as listed above were present at the commencement of the meeting. All
directors present voted on all such items. Also present were Matt Kutac of the law offices of
Matthew B. Kutac, PLLC, Judy McAngus, paralegal with Winstead PC, Chris Lane with SAMCO
Capital Markets, Inc. ("SAMCO"), the District's financial advisor, Kristi Hester and Lisa Adkins of
Inframark, the District's general management and operations contractor, and Lauren Barzilla with
CMA Engineering, Inc. ("CMA"), engineers for the District. In addition, Aaron Googins, consultant
to Ashlar Development, LLC ("Ashlar"), the development representative for LH Belterra LLC ("LH
Belterra"), the developer of lands within the District was present for the meeting. Also, Van Davis,
who resides at 909 Catalina, within the District, was present to observe the meeting.

The meeting was called to order, and evidence was presented that public notice of such
meeting had been given as required by law.

1. The Board first called for public communications and comments. Hearing none, the
Board moved on to the next item.

•
2. The Minutes from the Board's September 20, 2018 regular meeting were presented for

review and approval. Following a motion by Director McGillicuddy, seconded by Director Harris and
unanimously carried, said Minutes were approved as written.

3. A copy of the Texas Commission on Environmental Quality ("TCEQ") letter
approving the use of the District's surplus funds from its Series 2017 Utility Bond issue was
confirmed, a copy of which is attached as EXHIBIT "A". In addition, Matt Kutac reviewed the
Agreed Upon Procedures ("AUP") Report prepared by Maxwell Locke & Ritter LLP ("MLR"), the
District's auditors, with respect to confirming the use of such funds ($300,629) and proposed
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reimbursements due to the developer thereunder. A copy of the AUP is attached hereto as EXHIBIT
"B". Mr. Kutac noted that pursuant to the recent Consent to Sale and Assignment of
Reimbursements between LH Belterra LLC and Preston Hollow Capital, LLC ("Preston Hollow")
and pursuant to the separate Notice of Director letter from Preston Hollow, as noted in the AUP, the
proceeds would be wired to Preston Hollow as set out in said Notice. In addition, the Board
confirmed receipt and executed the required representation letter directed to MLR with regard to said
AUP report. Following a review of all such matters, upon motion by Director Wachsmann, seconded
by Director Kelly and unanimously carried, the Board approved said AUP and the return of the
representation letter to MLR. Lisa Adkins confirmed that she had included wire instructions to
Preston Hollow for the approved amount in her regular bookkeeping report, which would be
presented later on in the meeting for approval.

4. The Board recognized Aaron Googins with Ashlar who reported that not much has
happened in the last month with respect to construction within Sections 20-2 and 21-2 due mainly to
the rain events over the past month. He also noted that the Clearing Contract on the remaining 95
acres of 210 irrigation being installed within the District has been hampered due to rain. He indicated
that they had received bids on the actual construction phase services to complete the 95 acres of 210
irrigation, but that the bids had come in much higher (approximately $1,000,000) that what was
initially anticipated for the total cost of the project. He noted that they are working with their
engineers, Texas Engineering Solutions and the District's consultants to decide how to deal with the
issue. Matt Kutac noted that initially the revegtation of the entire area was going to be done such that
reclaimed irrigation water would be available during the months ofNovember through February at no
charge to the contractor in order to reduce the contractor's cost of the revegetation, and that would
also need to be factored into a final recommendation for such award — since most likely the contract
award would be pushed back. Mr. Kutac noted that a special meeting would be discussed later in
the meeting to determine how to move forward under the contract.

5. Lauren Barzilla next presented the CMA general engineering monthly report, a copy of
which is attached hereto as EXHIBIT "C" and reviewed such report in detail.

Under item IIA of such report, a copy of Change Order No. 1 for Mesa Verda Park
Improvements (addition of a chain link fence in the amount of $1,775.00) was presented and
reviewed, a copy of which is attached hereto as EXHIBIT "D". Following such discussion, upon
motion by Director McGillicuddy, seconded by Director Harris and unanimously carried, the Board
approved such change order.

With respect to the pending application at the TCEQ for approval of the District's $5,350,000
Series 2018 Utility Bonds ("Series 2018 Utility Bonds"), Ms. Barzilla noted that the application is still
in technical review but should be out by the end of next week.

She continued through CMA's general engineering report but noted that there were no further
action items needed.

6. Lauren Barzilla next presented the CMA engineering report on the 210 WWTP and
Reuse irrigation, a copy of which is attached hereto as EXHIBIT "E" and reviewed such report in
detail. With regard to the 5-acre non-reimbursable 210 irrigation areas (Mesa Verde Park, the
Wildflower area and Section 21A), she noted that they are waiting on WLE to schedule a final
walkthrough and that it had been determined that they will complete the as-builts at the time they
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conduct the walkthrough and submit those as-builts shortly thereafter as part of the final project
approval. Ms. Barzilla confirmed that two (2) bids had been received for the 95 acre reclaimed
irrigation project, and that TES was getting clarifications on certain of the bid items from the
contractors and were not in a position to recommend an award at this time. She confirmed the bids
were from WLE and ECO Grow. With respect to CMA's Task Order No. 48, Ms. Barzilla noted
that CMA could not complete such task order until the 95 acre construction project bid was ready to
be awarded. With respect to the WWTP membrane replacement project, she noted that the project is
out to bid with bids being due October 18th. With regard to WWTP and 210 matters, she noted there
also was no Board action needed at today's meeting. Matt Kutac noted that further on in the meeting
that a special meeting date would be discussed to address the status of the project for the remaining
95 acres of 210 irrigation.

In addition, under engineering items, Matt Kutac updated the Board with respect to action
taken by Hays County Water Control and Improvement District No. 1 ("HCWCID No. 1") to
approve the First Amendment to Non-Standard Retail Water and Wastewater Services Agreement
between the District and ERG Belterra Ltd., for service to the commercial development within
HCWCID No. 1 . He explained that based on the developer's analysis, it appeared that the overall
projected wastewater usage for the commercial development, including a planned multifamily
development, would be approximately 1% higher than had been committed in the original agreement
for water and wastewater services, and that the developer had requested an amendment to increase
wastewater capacity under the agreement by such amount. He explained that at the recent HCWCID
No. 1 October 11, 2018 Board meeting, Robby Callegari of CMA reported that he had reviewed the
commercial developer's request for additional wastewater service capacity for the multifamily
development and had explained to the HCWCID No. 1 Board that the developer had requested an
adjustment to the methodology of calculating the number of wastewater LUEs necessary to serve
such section, which had been based on a factor of 175 gallons per day for each LUE in the service
agreement between the District and the developer. Further at said meeting Mr. Callegari explained
to the HCWCID No. 1 Board that, rather than modifying such methodology, it seemed more prudent
to simply agree to provide additional wastewater capacity to the development, even if such additional
allocation resulted in operating the plant at slightly above 90%. It was noted that, due to the
difference between calculating allocations of capacity on the one hand and actual capacity in
operation of the plant, it was likely that the plant would remain under 90% of capacity. Matt Kutac
noted that he agreed with that rationale. He explained that no action needed to be taken by the Board,
but that the update was provided to keep the Board apprised of overall capacity in the plant given the
capacity interests of both Districts in the joint facility.

7. With regard to the prior discussion on the status of the pending bond application at the
TCEQ, upon motion by Director Wachsmann, seconded by Director McGillicuddy and unanimously
carried, the Board authorized Chris Lane with SAMCO Capital Markets, Inc., its fmancial advisor, to
begin to work with the District's other consultants on the preparation of a Preliminary Official
Statement ("POS") for the upcoming bond sale. It was also noted that most likely the TCEQ Order
approving the project would be in hand by the time of the District's upcoming special meeting and
that actions regarding the approval of such POS and the setting of a formal sale date for such bond
issue would be included on the special meeting agenda.

8. Lisa Adkins with Inframark reviewed the District's monthly Financial and
Bookkeeping Report, a copy of which is attached hereto as EXHIBIT "F". She reported that as of
September 30, 2018, 99.89% of 2017 District taxes had been collected and that the 2018 tax
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collections should be coming in by the next meeting and included in her next report. Ms. Adkins
reviewed the Profit & Loss Budget Performance chart, the Monthly Revenue vs. Budget Comparison
Chart, the Joint Facility Billings, the Maintenance Cap Tracking detail for the District's services as
well as similar Maintenance Cap Tracking detail for the HCWCID No. 1 WWTP services under the
Inframark contracts, Balance Sheet, Cash Balance Report, the current Investment Activity Report, the
Cash Balance Trend Chart, an updated Check Register, various wire transfer backup (which included
the AUP approved wire to Preston Hollow in the amount of $300,628.93), Investment Activity
Report and Investment Activity Report. She distributed a new updated check register noting that she
had voided the initial check to WLE and corrected the amount due and had included a check to Rvi
for some mail kiosk work. Also she noted the annual invoice from SAMCO was being paid this
month for Chris Lane's work with regard to the 2018 tax rate calculations and recommendations.
Following a detailed review of such report, upon motion by Director Wachsmann, seconded by
Director McGillicuddy and unanimously carried, the Board approved such report and authorized the
release of such checks and wires noted therein.

9. Kristi Hester next reviewed the Inframark General Manager's Report Executive
Summary, a copy of which is attached hereto as EXHIBIT "G" and specific discussions and/or
action taken is listed below.

Under item 1 of the report, Ms. Hester updated the Board with regard to HCWCID No. l's
WWTP operations, noting that there were no actions that the District needed to approve regarding
shared costs at the WWTP this month.

Under item 2 of the report, regarding 210 irrigation system matters, going forward Ms. Hester
noted that WLE will have the monthly report to her by the first of each month so that she can include
any needed recommendations for repairs and maintenance in her Executive Summary. In addition,
Ms. Hester noted that she was working with a resident on Medocino with regard to an overspray in
his yard and that WLE initially adjusted the rotors to respond to the concern and together they would
be working on a long-term solution with the resident.

Under item 3 - Distribution System - Billing, Ms. Hester updated the Board on the status of
the electronic meter reading upgrades, noted that bi-annual lead and copper samplings had been
secured and provided to the Texas Commission on Environmental Quality ("TCEQ") and were within
the approved limits, and also explained details relating to customer service through Inframark's the
new payment gateway provider PACE. Ms. Hester explained that Inframark is working closely with
affected customers to make a smooth transition. She noted that the replacement program for the
Badger meters should commence in November and that the overall electronic meter replacement
program has been budgeted over the next 2 years. She recapped the manner in which older meters
are retired and will continue to be at the top of the replacement list as well as noted that high users
will be next in line since the automated meter reading system (if they choose to monitor it) could help
to reduce their usage.

With regard to item 4 with regard to the Collection System, Ms. Hester reported on inflow
and infiltration into the system from the recent rains. She noted that several resident 6" stacks had
been recently repaired, and that they are conducting field surveys during and after each rain event to
determine other possible causes. On this note, Director Kelly reiterated the need for caps on many
of the erosion control barriers, and Ms. Hester agreed to work with the builders who install the
erosion control measures to have them installed on any new areas and replaced on existing sites.
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With regard to item 5 - Drainage/Ponds — she reported that the work on the Medina pond had
been delayed due to the recent rains.

Under item 6-a, Parks and Common Areas — Ms. Hester updated the Board on the work that
Coleman & Associates are doing with regard to the planning of the pocket park at Bitterroot and Big
Horn, and reviewed the timeline with the Board leading up to a proposed Spring opening. In addition,
she noted that the seasonal color change at the front entrances to all of the individual entrances into
the smaller neighborhoods within the District will be done soon, and she confirmed a scheduled
meeting for October 23rd at 10:00 a.m. at Belterra Centre to review such matters. She noted that Toll
Brothers (one of the new builders within the District)'has offered to assist with funds to enhance with
such color updates. Ms. Hester was requested to work with Toll Brothers with regard to the removal
of the misleading sign that had been placed near Sawyer Ranch Road, which many Belterra residents
think relates to homes that are to be built in an area that is not to be developed.

Under item 7 of the report, she updated the Board with respect to the Mesa Verde Mail Kiosk
project and general customer service details. She noted that she was working with the Customer
Care Committee to work better ways of communicating after hours and keeping customers informed
of important operational details. She also mentioned she is working on a new edition of a customer
newsletter as part of continuing effort to assist further with customer communications. Ms. Hester
informed the Board about the Association of Water Board Directors Winter Conference coming up in
January and discussed registration for the conference with those Board members interested in
attending.

10. Ms. Hester next reviewed the current monthly General Manager's Report with the
Board, a copy of which is attached hereto as EXHIBIT "H". She reported that the average usage in
the District for the most recent reporting period was 20,316 (up from 15,525 last year). Also, it was
noted that Inframark did not have any write offs to recommend to the Board at this time. Ms. Hester
reported the District's water accountability percentage for March was 98% (compared to 91% from
last month and an overall average of 92% over the last 24 months). Director Bethke inquired about
the status of the Estes Pond rehab project and whether there was additional cleaning yet to be done.
Ms. Hester replied that she would check, but that it was her understanding that most of the organic
matter would stay in the pond and that the vendor mentioned that by Spring they should see a big
improvement in the overall appearance of the pond. One of the Board members inquired as to the
estimated cost of installing a fountain at one of the District's ponds. Ms. Hester noted that the initial
cost would be around $7,500 but that on-going maintenance would be a continuing cost as well as the
fact that the number one customer complaint received by Inframark within all of Belterra relating to
system operations is with regard to the fountain within HCWCID No. 1. Following the review ofthe
report and upon motion by Director Wachsmann, seconded by Director Harris and unanimously
carried, the general manager's report was approved.

11. Matt Kutac reviewed a form of Resolution Adopting Prevailing Wage Rate Scale with
the Board explaining that for the most part the District's contracts had addressed such requirements
in the past, but that it seemed prudent to simply adopt a separate Resolution setting out such
requirements. Following a discussion and motion by Director Bethke, seconded by Director
Wachsmann and unanimously carried, the Board adopted said Resolution, a copy of which is attached
hereto as EXHIBIT "I".
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12. Matt Kutac recapped the terms and conditions under an Escrow Agreement between
MAK FOSTER RANCH, L.P., the District, HCWCID No. 1 and Independence Title Company dated
September 12, 2013, a related Letter Amendment of Escrow Agreement dated September 27, 2013
and an October 11, a 2013 Assignment and Assumption of Escrow Agreement between MAK
FOSTER RANCH, L.P. and NATURAL DEVELOPMENT AUSTIN LLC and a Consent to
Assignment and Assumption of Escrow Agreement dated October 17, 2013 as approved by the
District and HCWCID No. 2, all as related to an escrow of funds that was set up for the benefit of
the District and HCWCID No. 2 in the event that the Districts filed a contested rate proceeding
against the WTCPUA. Matt Kutac noted that the term of the escrow had expired and that it was
timely for both Districts to acknowledge the release of such escrowed funds to NATURAL
DEVELOPMENT AUSTIN LLC. Following a full discussion and review thereof, upon motion by
Director Bethke, seconded by Director McGillicuddy and unanimously carried, the Board
acknowledged the release of such funds.

13. Matt Kutac confirmed receipt of the fully executed Beacon Meter Managed Solution
Master Agreement the District has with Badger Meter, Inc. ("Badger Meter Agreement") and
reviewed red-lined provisions of a proposed October 18, 2018 Order Adopting Amended Service
Rate Order ("Rate Order") with the Board, which changes were necessitated by the Badger
Agreement. Following a review thereof, upon motion by Director Wachsmann, seconded by
Director McGillicuddy and unanimously carried, the Board approved said Rate Order, a copy which is
attached hereto as EXHIBIT "J". In addition, Mr. Kutac presented a new form of Customer Service
Agreement which also was presented for approval due to changes that had been made to the
agreement as tied into the Badger Meter Agreement. Following a review and discussion, upon
motion by Director Wachsmann, seconded by Director McGillicuddy and unanimously carried, the
Board approved the new form of such agreement, a copy as is attached hereto as EXHIBIT "K".

14. In addition, Matt Kutac reviewed copies of separate Base Fee and Maintenance
Account Adjustment Statements under the existing Operations and Management Agreements between
the District and Inframark for the Joint Facilities and also the District's Facilities and reviewed the
projected new base fees that would be included in the final statements, which numbers were in the
process of being confirmed by Inframark. Following a discussion and motion by Director Kelly,
seconded by Director Wachsmann and unanimously carried, the Board approved the separate Base
Fee and Maintenance Account Adjustment Statements, contingent upon Inframark's concurrence with
such fees, which statements are collectively attached hereto as EXHBIT "L".

15. Matt Kutac informed the Board that there were no actions that needed to be taken on
the proposed Interlocal Cooperative Agreement for Law Enforcement Services between Hays County
and the Hays County Constable for Precinct 4 at this time.

16. Matt Kutac noted that he is still working on an the parkland and open space
dedications relating to recent sections of development and hoped to have them available for approval
and execution at the next meeting.

17. With regard to matters relating to the Lower Colorado River Authority and West
Travis County Public Utility Agency ("WTCPUA"), Matt Kutac noted that he had no updates.
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18. It was noted that, at this time, there appeared to be no need for any special Board
meeting on October 29th at 6:30 p.m. The Board confirmed its regular November 15th meeting at 5:45
p.m., and made a change to the regular meeting date in December, by moving it up to conduct regular
business at a special meeting set for December 11, 2018 at 5:45 p.m. - with all meetings slated to take
place at Belterrra Centre. In addition, dates for various committee meetings were discussed with Ms.
Hester noting that she would confirm exact dates and times for committee meetings with the
committee members.

19. With regard to item 5 on the posted agenda for the meeting, in particular the status of
the 210 irrigation expansion project, upon motion by Director Wachsmann, seconded by Director
Bethke and unanimously carried, the Board retired, along with Matt Kutac to Executive Session at
7:25 p.m.

20. Following such Executive Session and upon motion by Director Bethke, seconded by
Director Harris and unanimously carried, the Board reconvened in public session at 7:45 p.m. It was
confirmed that no action was necessary with regard to matters discussed in the Executive Session.

There being no further business to conduct, Director Harris moved that the meeting be
adjourned, which motion was seconded by Director Wachsmann and unanimously approved, and the
Board adjourned until further call.

APPROVED AND ADOPTED this 11th day of December, 2018.

Sean McGillicuddy, ry
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