
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, open to the
public, at Belterra Centre, 151 Trinity Hills Drive, Austin, Texas, the District's office within the
District, on August 6, 2018, and the roll was called of the members of the Board of Directors,
(herein referred to as the "Board") to-wit:

Douglas L. Botts President
Roger Durden Vice President
Daniel B. Robison Secretary
Bill Dally Treasurer/Asst. Secretary
Paul Kelly Assistant Secretary

All members of the Board were present at the commencement of the meeting. In
addition, Lisa Adkins, Kristi Hester and Jesse Kennis of Inframark, the District's general
management and operations contractor of the District, and Matt Kutac of the law offices of
Matthew B. Kutac, PLLC, were present for such meeting. In addition, Mr. John Eaton, a
resident of the District, was present for a portion of the meeting.

All directors present when votes were taken voted on all matters.

1. Director Botts called the meeting to order at 3:00 P.M. He first called for public
comment, but no members of the public comment, but no members of the public were in
attendance at the commencement of the meeting. The record shall reflect that Mr. John Eaton, a
resident of the District, arrived during the discussion of Item 1 of the agenda.

2. Before the Board began its review of the budget, Kristi Hester introduced Jesse
Kennis of Inframark and explained that he would be working with Ms. Hester, and the other
members of Inframark's staff, on District matters. Mr. Kennis addressed the Board briefly,
stating that he is holds a AA operator license, that he has been in the water and wastewater
operations industry since 1996, and that he has worked for Brushy Creek MUD and Wells
Branch MUD. He also noted that he has completed a 6 year army/national guard tour, and that he
is presently the Board president of Travis County Municipal Utility District No. 13 in the Rough
Hollow development.

3. The Board proceeded to Item 1 of the posted meeting notice, and Lisa Adkins
began her review of the draft proposed budget. Director Dally inquired about the calculation of
net overhead on page 3. Ms. Adkins explained that the net overhead was the difference between

- 1-



revenues that are not specifically allocable to water or wastewater, and expenses that are not
specifically allocable to water or wastewater. She further explained that the property tax receipts
were included in the revenues not allocable to water or wastewater.

Director Botts noted that Mr. John Eaton, a District resident, had entered during the
previous discussion, and offered to reopen public comment for Mr. John Eaton. Mr. Eaton
thanked Director Botts for the opportunity to address the Board, but stated that he was present
only to observe.

In response to inquiries from Directors Botts and Durden, Ms. Adkins confirmed that
water service revenues are fees from water consumption, and did not include inspections and tap
fees. Director Dally asked about the rates charged by the West Travis County Public Utility
Agency ("WTCPUA") for delivery of treated water to the District. Mr. Kutac provided
background information about the LCRA and WTCPUA contracts. The Board discussed the
District's history with WTCPUA regarding rates, rate increases and impact fees at length.
Director Botts noted that he had recently had a conversation with Scott Roberts, President of the
WTCPUA Board, and that it appeared that the WTCPUA was working toward many
improvements.

The Board returned to a review of the draft budget. Ms. Adkins reviewed the wastewater
operations portion of the budget. She stated that anticipated expenses seem fairly standard,
though it was noted that wastewater treatment plant expenses are expected to be approximately
$100,000 greater than last year due to the need to purchase and install new membrane filters.
Ms. Adkins next reviewed the projected income and expenses associated with solid waste
services, which showed that the District will be breaking even on such services. Mr. Kutac
reminded the Board about their previous intention to review commercial and residential rates
with TDS in August or September.

Ms. Adkins next reviewed other anticipated revenues. It was noted that approximately
$80,000 was budgeted for commercial sales and use tax revenues from the Belterra Village
development, and that such budgeted amount was conservative based upon initial receipts. Ms.
Adkins next reviewed anticipated park fees and explained that the District should expect a
decrease in park fees because the District is approaching buildout. With respect to overhead
expenses, Ms. Adkins noted increased service inspections resulted in greater expenses, but that
they were offset by revenues from inspection fees.

Overall, Ms. Adkins stated it appeared the District would realize a surplus of $500,000
for the fiscal year ending September 30, 2018, and that for the next fiscal year, the draft budget
shows an anticipated surplus of $470,000. Director Dally suggested that the Board adopt a policy
with respect to an appropriate reserve fund amount. Director Kelly stated that he thinks the
Board should make sure that Chris Lane, the District's financial advisor, is comfortable with the
reserve each year. Mr. Kutac then relayed Ms. Lane's recommendations with respect to
accounting for capital asset repair and replacement in the reserve fund. It was agreed that the
Board would consider adopting a policy to define a realistic reserve amount with input from Ms.
Lane.

After the general budget review, the Directors addressed individual issues. Director Dally
discussed property taxes and suggested a line item defined as "net homestead exemption" as a
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placeholder for possible future exemptions. The Board agreed this would be a good idea, and Ms.
Adkins agreed to add on page 6.

Director Botts asked if the anticipated dredging of the pond at the southeast corner of
Belterra Drive and Trinity Hills Drive was included in the budget. Ms. Hester stated that only
standard aquatic maintenance, as opposed to dredging, had been included in the budget and noted
that the dredging project will probably be included as a separate budget item in two or three
years.

Director Kelly requested confirmation that holiday lighting had been removed from the
draft budget after the discussion at the last Board meeting. Mr. Kutac reiterated that the District
really had no statutory authority to fund such an expenditure. The Board agreed that holiday
lights, including holiday lights at the Belterra Centre, should be excluded from the budget.

Director Durden reviewed the maintenance cap schedule in detail and confirmed with
Ms. Hester that certain spare parts were on hand as previously requested. He also requested that
reclaimed water expansion costs be included in the District's budget for capital costs. On a
related point, Ms. Hester recommended installing a leak detection system for the reclaimed
irrigation system at a cost of approximately $40,000. Director asked if we could just add an
alarm to the existing SCADA system in the alternative. Ms. Hester stated that the leak detection
system would be preferable because it would allow for greater precision in identifying where a
leak is occurring. Ms. Hester confirmed that the leak detection system would be installed and
integrated with the Rainbird system, to which Inframark has access. It was agreed that the Board
would review such matter in greater detail at a later date. With respect to additional wastewater
budgetary items, the Board had a lengthy discussion regarding replacement of membrane filters,
including financing and phasing of replacement projects.

Ms. Adkins concluded the discussion by inquiring as to whether the Board would prefer
to review the updated draft budget at the regular meeting scheduled for later in the week, or at
another special budget workshop. Director Botts stated that the Board would decide on
Thursday.

4. Having completed the budget workshop, the Board turned to Item 2 on the posted
meeting notice concerning the placement of water conservation signs. Director Botts noted that
residents had complained about the placement of one of the signs near the intersection of
Belterra Drive and Trinity Hills Drive. After discussion, the Board requested that Inframark
remove water restriction sign at Belterra Drive and Trinity Hills.

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

APg3:9:ED AND ADOPTED this 13th day of September, 2018.
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