
MINUTES OF MEETING
OF THE

BOARD OF DIRECTORS

THE STATE OF TEXAS

COUNTY OF HAYS

HAYS COUNTY WATER CONTROL & IMPROVEMENT DISTRICT NO. 1

The Board of Directors (the "Board") of Hays County Water Control and Improvement
District No. 1 (sometimes referred to herein as the "District") met in special session jointly with
the Board of Directors of Hays County Water Control and Improvement District No. 2
("HCWCID No. 2"), open to the public, at Belterra Centre, 151 Trinity Hills Drive, Austin,
Texas, the District's office within the District, on April 2, 2019, and the roll was called of the
members of the Board of Directors, (herein referred to as the "Board") to-wit:

Douglas L. Botts
Paul Kelly
Daniel B. Robison
Bill Dally
Rick Lucas

President
Vice President
Secretary
Treasurer/Asst. Secretary
Assistant Secretary

All members of the Board were present at the commencement of the meeting. In
addition, Matt Kutac of the law offices of Matthew B. Kutac, PLLC, Chris Lane of SAMCO
Capital Markets, Inc. ("SAMCO"), the District's financial advisor, Lisa Adkins and Kristi Hester
of Inframark LLC, the District's general management and operations contractor, and Robby
Callegari and Lauren Barzilla with CMA Engineefing ("CMA"), the District's engineers, were
present for the meeting. Also present at the meeting was Brian Codianne, a representative of
Kubota, the contractor recently award the contract for installation of replacement membranes at
the joint wastewater treatment plant ("WWTP").

wit:
Also in attendance were all members of the Board of Directors of HCWCID No. 2, to

Royce Wachsmann
Samantha E. Bethke
Sean McGillicuddy
William Carroll Kelly IV
Bill Harris

President
Vice President
Secretary
Treasurer/Asst. Secretary
Asst. Secretary

The record shall reflect that each of the above members of the Board of Director of
HCWCID No. 2 is herein referred to as a "Director" in the interest of comity, notwithstanding
that they are not members of the Board of the District.
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1. Mr. Kutac began the meeting by providing a brief overview of the manner in
which the joint meeting would be conducted. He then explained that the Boards take up Item 2
concerning the project update before Item 1 in order to accommodate the travel schedule of Mr.
Codianne, who had made special efforts to be in attendance. He noted that after receiving the
project update, the Boards would then turn to Item 1.

2. With respect to item 2 of the agenda, Mr. Kutac reminded the Boards that each
Board had been previously apprised that the contract for replacement of the membranes at the
WWTP had been awarded, but that the selected contractor (Kubota) had not yet returned
executed contract documents, and that it appeared the transport of the membranes would take
much longer than originally anticipated. He explained that Mr. Callegari and Mr. Codianne were
present to provide updates as to contract execution, membrane delivery and additional
scheduling matters, and turned the discussion to them.

Mr. Callegari reported that the contract had been executed last week, and that he had
brought originals of the contract, bonds and warranties as executed by Kubota for execution by
the District. Mr. Codianne then addressed the delivery schedule for the membranes, noting that
they were shipping a few weeks later than anticipated. However, he explained that shipping had
been expedited and that the membranes have left Japan and are on a ship on the way here. Mr.
Codianne estimated an outside date of May 6, as clearing customs might take a couple weeks,
and noted that membranes can be installed in one week. Director Robison asked about the
normal expectation for shipment from Japan, and Mr. Codianne answered that it typically takes
about three months from order until delivery. He stated that he initially thought it was a two
month process based on prior project experience, and acknowledged that he made some promises
that he was not able to keep, but thinks that the contract and delivery schedule are back on track.

Director Botts asked at what capacity the membranes are currently being operated. Ms.
Hester stated that flows have been lowered in order to accommodate repairs, and Mr. Codianne
added that 3 units have been isolated and taken offline resulting in reduced capacity of
approximately 17%. Ms. Hester and Mr. Callegari agreed that two membrane bays should be
replaced this year. Ms. Hester advised the Boards that Inframark, CMA and Kubota had met to
discuss the conditions at the WWTP plant and the. goal of ensuring permit compliance pending
delivery of the replacement membranes. In the short term, and to assure compliance with the
TPDES permit for the WWTP during April, Ms. Hester stated that she had ordered 200
individual membrane units at a total cost of $22,000. Inframark then lowered the basins,
removed the upper cassettes and extracted the damaged membranes, which are scheduled for
replacement with the new units tomorrow. Ms. Hester also reported that there have been no
excursions other than the one grab sample for Total Suspended Solids ("TSS") reported in
March.

Mr. Codianne added that the plant is designed for 500,000 GPD, and only requires two
basins to handle that flow. He explained that the third basin is designed to be redundant, so
Kubota, Inframark and CMA should be able to perform some additional investigation once the
new membrane bays have been installed. Mr. Callegari and Ms. Hester again recommended that
the Boards order the second bay immediately, and decide on the timing for the third bay after.
Director McGillicuddy of HCWCID No. 2 asked whether each District is able to fund the
installation of two membrane bays during the current fiscal year. Lisa Adkins presented a
financial summary shown in EXHIBIT "A" attached hereto and reviewed it with the Boards.
Mr. Callegari added the caveat that costs of proposed drum screens in such summary are only
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estimates, as he does not have hard costs for installation of the drum screens, which ranged from
$275,000 to $315,000.

Director Botts asked about the life expectancy of the membranes installed by Kubota,
assuming that the Districts also installed new drum screens to replace the existing bar screens.
Mr. Codianne replied that the membranes should last longer than ten years, and that he would
work proactively with Inframark to streamline or improve operations.

Ms. Hester reiterated her recommendation to move forward with replacement of two
membrane bays this fiscal year. She stated that that lab results have been good, and that the
additional 200 membrane units should keep them that way until the first replacement is
completed, but that replacement of two bays would be superior to replacing one as originally
planned. Jesse Kennis, who had joined the meeting, added that he has been working on the
contingency plan previously requested by the District and that he thinks there are 15 days of
diversion and storage capacity if necessary. Director Harris noted that rain and potential inflow
and infiltration might be problematic and inquired as to whether such matters had been factored
into the contingency analysis. Ms. Hester stated that Inframark has planned a meeting to address
potential inflow and infiltration in anticipation of rain events expected over the weekend.
Overall, the Boards expressed satisfaction with the efforts of CMA, Inframark and Kubota in
getting the membrane delivery schedule back on track and working to develop recommendations
and contingency plans. Each Board then took the following actions:

Upon motion by Director Botts, seconded by Director Robison and unanimously carried,
the Board approved Inframark's expenditure of $22,000 on new membrane units, with Inframark
to provide labor for installation under the base fee set forth in the joint facilities operations and
management contract.

Upon motion by Director Wachsmann, seconded by Director McGillicuddy and
unanimously carried, the Board of HCWCID No. 2 approved Inframark's expenditure of $22,000
on new membrane units, with Inframark to provide labor for installation under the base fee set
forth in the joint facilities operations and management contract.

Upon motion by Director Botts, seconded by Director Lucas and unanimously carried,
the Board approved the purchase of a second bay of membranes during the current fiscal year
under the existing contract with Kubota, and directed Inframark present a budget amendment in
accordance therewith.

Upon motion by Director Wachsmann, seconded by Director Harris and unanimously
carried, the Board of HCWCID No. 2 approved the purchase of a second bay of membranes
during the current fiscal year under the existing contract with Kubota, and directed Inframark
present a budget amendment in accordance therewith.

The joint meeting was then recessed temporarily to allow Director Botts to execute
contract documents.

3. After such recess, the Boards reconvened and turned to item one of each of their
agendas concerning the construction of the reclaimed water irrigation expansion project, such
contract having been awarded in January to WLE. Mr. Kutac provided a very brief summary
concerning the project status, and noted that the Boards had both conditionally approved the
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award of the contract to WLE in December. He recounted that WLE had recently presented a
change order for the costs of installing Areas 7, 8 and 9 as described in the plans, and explained
that HCWCID No. 2 had voted to reject such change order on the basis that such areas were
already included in the plans upon which the award of contract was based. After a discussion of
the details related to such proposed change order and the plans and contract award that the
District has approved, upon motion by Director Dally, seconded by Director Paul Kelly and
carried unanimously, the District denied WLE's request for a change order in excess of $200,000
for addition of irrigation areas 7, 8 and 9, on the basis that such irrigation areas are already
included within the contract.

Mr. Kutac then provided an update as to events that had occurred within the past week,
explaining that he, Robby Callegari and Lauren Barzilla had met earlier that afternoon with
representatives of Ashlar, the developer responsible for construction of the expansion project,
Texas Engineering Solutions, the engineering firm that had performed the design of such project,
and WLE, the contractor awarded the contract for construction of such project. He noted that the
meeting was at some times contentious, with representatives of Ashlar focused on reducing the
cost of the project, representatives of WLE taking the position that irrigation areas 7, 8 and 9 had
been removed from the contract because of the costs of main line installation, and representatives
of the District disputing such contention. Mr. Kutac presented further details of the meeting and
invited Mr. Callegari and Ms. Barzilla to provide additional comments. Mrs. Barzilla explained
that representatives from Ashlar, TES, WLE and CMA had agreed to walk all irrigation areas
shown on the plans, including areas 7, 8 and 9, to identify approximately 18 acres of irrigation
area to be excluded in accordance with prior change orders, as opposed to the proposal of Ashlar
and WLE to simply exclude areas 7, 8 and 9, which areas are ideal for irrigation in that they are
relatively flat, located away from residences and contain more soil than other areas. She
explained that the meeting would occur next week, and that WLE would then provide cost
information to the parties by April 11, the date of the District's next regular meeting.

During a thorough and lengthy discussion, both Boards expressed frustration with the
current state of the project. Director Botts stated that he was particularly frustrated that neither
Ashlar nor WLE was present to address the status of the project or questions from the Boards.
Director Robison inquired as to what courses of action could be taken if the parties were not able
to resolve their differences concerning the projed. Mr. Kutac explained that in a worst-case
scenario, the Districts would likely become involved in litigation with Ashlar and may
potentially be joined in lawsuits filed by third parties against Ashlar. After further discussion,
each of the Districts took the following action:

Upon motion by Director Botts, seconded by Director Robison and unanimously carried,

the Board authorized its general counsel to discuss this matter with litigation counsel and
obtained proposed engagement letters for evaluation of potential claims and representation with
respect thereto.

Upon motion by Director Wachsmann, seconded by Director McGillicuddy and
unanimously carried, the Board of HCWCID No. 2 authorized its general counsel to discuss this
matter with litigation counsel and obtained proposed engagement letters for evaluation of
potential claims and representation with respect thereto,
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There being no further business to conduct, each Board took the following action:

Director Paul Kelly moved that the meeting be adjourned, which motion was seconded by

Director Dally and unanimously approved, and the Board adjourned until further call.

Director Wachsmann moved that the meeting be adjourned, which motion was seconded

by Director Carroll Kelly and unanimously approved, and the Board of HCWCID No. 2

adjourned until further call.

APPROVED AND ADOPTED this 1 1th day of April, 2019.
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