
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 May 16, 2019 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, Andy Barrett with Andy, Barrett & Associates, 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 Laura Barzilla with CMA Engineering, Inc. ("CMA"),

engineers for the District. Also, Johnny McDonnell with Weigelt Enterprises, LLC ("WLE"), the

District's landscape service provider, was in attendance for a portion of 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 no

comments, the Board moved on to the next item on the agenda.

2. The Board confirmed receipt of the Minutes from the April 25, 2019 special Board

meeting and upon motion by Director McGillicuddy, seconded by Director Wachsmann, said minutes

were unanimously approved.
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3. No one from the developer was present to give an update with regard to on-going
development related activities within the District.

4. With regard to the status of the reclaimed water irrigation expansion project, Matt
Kutac gave a brief update noting that further updates would be covered in the CMA report in the item
below.

5. Lauren Barzilla presented the 210 WWTP and Reuse irrigation report, a copy of which

is attached hereto as EXHIBIT "A" and reviewed such report in detail with the Board.

With respect to item II of the report — Future 100 + Acre Reuse -- with respect to the status
of the actual WLE construction contract for the project, Ms. Barzilla noted that Atwell (formally
Texas Engineering Solutions) had provided CMA with additional detail and an update with regard to
their continued design work on the engineering revisions for the project to accomplish the goal ofthe
completion of the needed irrigation, while keeping areas of 7, 8 and 9 in the design plan, and also
affording a cost savings to both the developer and the Districts. It was discussed that Area 4
(approximately 40 acres) was under construction now and would be done in advance of the other
areas. It was further noted that the project has been designed and would continue to be designed to
allow for different zones to be implemented as they are complete. It was discussed that though initial
clearing had been awarded under a separate contract, all necessary clearing had not been performed
under such separate contract. As a result, certain areas where improvements are being proposed
would need to be cleared and that such costs are being taken into consideration. Director Bethke
inquired about heavy equipment near homes and was informed that mostly shredders and chippers
were being used and really not as much large scale equipment (as had been utilized in the initial
clearing contract) and that most work would not be in the close vicinity to any homes. It was
discussed that there were originally 118 acres in the bid, that approximately 18 acres have been
authorized to be removed from the contract, and that the areas to be removed will be presented in a
change order. It was noted that Change Order Nos. '1, 2 and 3 had been previously approved by the
Board. Mr. Kutac noted that Atwell had confirmed that the next change order delineating the

locations of the 18 acres to be removed should be ready for presentation at the June Board meeting,

as WLE had already prepared a transmittal identifying such locations.

Following such discussion and additional details being added by Lauren Barzilla and Matt

Kutac, the Board unanimously approved the followitig pay applications and Change Orders under the

WLE contract for the 100+ reuse irrigation construction contract:

a. Motion by Director McGillicuddy, seconded by Director Bethke, approved Pay

Application No. 1 in the amount of $93,628.97;

b. Motion by Director Bethke, seconded by Director McGillicuddy, approved Pay

Application No. 2 in the amount of $83,452.31;

c. Motion by Director Wachsmann, seconded by Director McGillicuddy, approved the

final execution of Change Order Nos. 1, 2 and 3 under such contact; and
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d. Motion by Director Wachsmann, seconded by Director McGillicuddy, approved
Change Order No. 4 in the amount of $66,485.95.

It was noted that copies of the above final, fully executed pay applications and change orders
would be attached collectively as EXHIBIT "B".

With regard to item III, In addition, Ms. Barzilla informed the Board that HCWCID No. 1
had approved Amendment No. 1 to Task Order 51 regarding construction phase services for the
Belterra Wastewater Treatment Plant Membrane Replacement (an additional $17,000). Following a
review and discussion, upon motion by Director Wachsmann, seconded by Director McGillicuddy, the
Board approved and concurred with such task order amendment.

With regard to the WWTP Membrane Replacement project, Ms. Barzilla noted that the first
shipment of the new membranes is slated to arrive on May 7th and to be installed on May 8th with the
membranes for basin 2 having just been shipped. She noted that Huber is still working on the
drawings for the drum screens and that Robby Callegari is still working on securing the drum screen
purchase and installation prices and details.

With respect to the HCWCID No. 1 TPDES permit renewal, Ms. Barzilla confirmed that the
permit is still under technical review by the TCEQ staff at this time.

6. Next, Ms. Barzilla 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 II., the Mesa Verde Park Parking Lot project, Ms. Barzilla confirmed that the
mail kiosk is complete and that she had no additional pay applications or change orders to present to
the Board at this time. She noted that it appeared the initial Mesa Verde kiosk structure was not
built as per plans and thus the structural integrity of the existing kiosk was being reviewed by a
structural engineer who will then present solutions for resolving the resulting issues and give the
Board some options to consider with regard to the retrofit/rehab of the original kiosk to a park
pavilion, as had originally been envisioned and contained in the initial bid documents and contract
award. Various options were discussed with the Board asking Ms. Hester to see what could be
constructed at the location (with the available salvaged materials being put to good use on the
project) in the price range of $20,000 with a goal of staying within the original overall budget and still

ending up with a nice, safe structure that could be enjoyed by the community. It was agreed that the
Parks Committee could review the options prior to the next meeting with regard to making a
recommendation for the Board's consideration at such meeting. It was agreed that the area near the
old kiosk would be fenced off for safety reasons. In addition, Director Bethke inquired and received

confirmation that a glass posting board would be installed at the new kiosk location.

Under item III .- Belterra Sidewalk Addition — Ms. Barzilla reported that the TCEQ still had
30 or 60 more days on their review and approval of the CZP exception request and that the plans had
been submitted to the City of Dripping Springs for review. Lauren Barzilla noted that since the

project fell within the road right of way that the District may need to update its License Agreement

with Hays County. Director Bethke inquired as to whether Ms. Barzilla knew about the status of the
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sidewalk construction along Sawyer Road. She did not, but agreed to check into and report back to
the Board.

Under item IV. — Road Bond Issue No. 2 — Ms. Barzilla reported that CMA was waiting on
final invoices from the developer.

Under item V. — Series 2018 Surplus Bond Funds, Ms. Barzilla indicated that it appeared the
funds could not be used to support additional reimbursements since (due to the delay in the
construction of 210 reclaimed irrigation) there was not enough of wastewater capacity on the ground
to support such reimbursements. Also, it was discussed that the surplus funds might better be used
to defray the additional costs relating to the District's share of the on-going WWTP membrane
replacement project.

7. The Board recognized Johnny McDonnell who was present to give a report from WLE
on landscape related matters. Mr. McDonnell reviewed work performed by WLE with respect to its
on-going landscaping duties within the District and noted that they had met with the joint parks
committee and jointly decided on yellow lantana as the Spring seasonal color, which is being installed
at the individual neighborhood entrances through Belterra. He noted that WLE would not be adding
color to the 290 entrance into Belterra until the repairs had been made to the HCWCID No. 1 210
irrigation system and general landscape reinstalled as part of the West Travis County Public Utility
Agency ("WTCPUA") water line expansion project, which was near completion in that area. He
noted that they were to attempting to move around from one area to another when shredding the
green belts in order to try to avoid the large number of fawns in the areas. He noted that the District
trails are probably the worst they have been in over 10 years due to the heavy rains over the past
Spring and that they would hope to review photos and recommendations with the Parks Committee
prior to the next Board meeting and then present such recommendations to the Board for trail repairs.
He noted that he was aware that the french drain at Prescott had been approved and that WLE would
wait for Lauren Barzilla to give him the final authorization to proceed — adding that once WLE
commences that project it shouldn't take more than a' week to complete and that barricades would be
placed there until the project was complete. It was stated that they would continue to monitor the
trails about 4 times a week to take care of any immediate minor repairs until the Board can address
the larger scale review of needed repairs.

Mr. McDonnell reported that most landscape work is complete at the new Bitterroot Park.
Directors Bethke and Harris expressed concerns with regard to washed out areas in certain of the
seeded areas of the new park, a low area in the middle of a sodded area and general run off

(regardless of the typical erosion control project that was set up during the construction of the

improvements). In addition, Director Harris commented on the height of the stones that had been

installed and were to be used as additional seating. WLE noted that the stones were the size called

for the plans. With regard to the run off, it was noted that any areas with mainly dirt would continue

to wash out even if reseeded during the types of rain events that have been occurring until the seed

has been in the ground long enough to germinate. It was agreed that grass kurlax (similar to what

the State Department of Transportation uses on highway projects) could be installed over those areas

in the park that were experiencing high levels of run off to curb the erosion and run off and get some

grass growing in such areas at a cost of J/2 less of what additional sod would cost. In addition, Mr.

McDonnel agreed that WLE could install the material before next Saturday (the next expected heavy
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rain event). Following a discussion and motion by Director Wachsmann, seconded by Director

McGillicuddy and unanimously carried, the Board authorized such additional work be added to the

Bitterroot project. It was noted that once the playground equipment was installed at the park, that

WLE would complete the minor remaining landscape related improvements called for under the

contract. In addition, it was noted that signs should be posted that alert residents to "stay off the

grass" in those areas. Kristi Hester noted that the mowing of the Bitterroot Park had been added to

the last amendment to the WLE contract and was currently in the District's operating budget costs,

but that WLE had estimated an additional cost of approximately $19,615 for additional annual

maintenance of the new plantings, which would include flower bed (including mulch) and shrub

maintenance and weed control. She noted that most likely a proposed amendment to the WLE

contract would be ready for Board review and approval at the next meeting that would include such
additional maintenance.

In addition, Director Bethke expressed concern with regard to the trail wash outs and
wondered how it was determined which areas may simply need to be replaced with concrete. Mr.

McDonnel commented that there were two forms of adhesives (one that works better than the first)

that are tried before the final concrete alternative is recommended since the preference, thus far, has

always been to keep the trail environment more natural where practical. He noted that when the trail

survey was being done, that careful attention would be given to any areas that continually wash out if

it was thought that concrete would be the better long term solution for any areas. He also noted that

he felt costs for the trail repairs and improvements could be in the neighborhood of $50,000.

8. Next, Kristi Hester reviewed the Inframark General Manager's Report Executive

Summary, a copy of which is attached hereto as EXHIBIT "D" and specific discussions and/or

action taken is listed below.

Ms. Hester reviewed and updated the Board with respect to operational matters at the

HCWCID No. 1 wastewater treatment plant ("WWTP"), the 210 Irrigation System, Distribution

System, additional Drainage/Pond matters, Parks-Trails and various construction projects. With

respect to the WWTP, she noted that additional permit reporting would be included in the regular

monthly TCEQ report regarding to TSS matters and confirmed that the membranes had been

delivered to the WWTP and should be installed by next Tuesday, it being noted that it would take one

day to drain and prep and a 2nd day to install. She also noted that the EQ tank at the WWTP is

running extremely high due to inflow and infiltration (I&I) on May 8th when the plant processed

409,000 gallons in 24 hours. She next presented photos of a rule violation by a builder of a new home

under construction within the District at which an open connection had resulted in significant I&I and

caused the line to need to be flushed to clear it of debris. She noted that the builder had been notified

and would be back charged for repairs and fined under the District's existing rules and regulations.

She noted that Inframark would be handling the invoice for the back charge and fine on behalf of the

District. Matters relating to erosion control issues were discussed in detail, it being noted that with

the heavy rains over the last weekend, most builders were out resetting the erosion control barriers,

but that they are not designed to stay in place during intense heavy downpours. Ms. Hester noted

that Inframark had been and would continue to work closely with the builders, and would levy

multiple fines for repeat violations if Inframark determines that a violation was not corrected from the

prior weekly drive through. Ms. Hester continued through her report and summarized various repairs
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and maintenance items that were needed on conjunction with the operations of the WWTP. The
following items were approved unanimously by the Board:

Under Item 1)1) - Motion by Director Wachsmann, seconded by Director Harris, the Board
approved an estimate of $3,250 for the replacement/repair of the chlorine regulation system for the
effluent water;

Under item 1)j) - Motion by Director Wachsmann, seconded by Director Harris, the Board
approved an estimate in the amount of $6,700 to cover the roof replacement at the WWTP SCADA
building; and

Under item 1)k) - Motion by Director Wachsmann, seconded by Director Harris, the Board
approved an estimate of $9,563 to cover the VFD issue cooling unit for the controller on the EQ
basin that had failed.

With regard to the installation of some of the new AMI meters, Director Bethke noted that
the same protocol did not appear to be followed with,each installation and that she felt Inframark was
still having issues with customer communications. She indicated that the protocol for notifying
customers of the AMI installation should be routine and the same methods for customer notification
should be the same regardless of which installer was handing the installation. Kristi Hester confirmed
that Inframark does have a system that the installers should routinely be following, but would
reconfirm the importance of that to her staff. She additionally noted that customers receiving new
AMI installations would be notified in an e-mail of the details and capabilities of the automated
system, and at the same time they will be sent a new customer service agreement.

With regard to the customer at 266 Brentwood, Ms. Hester reported that Inframark is
working with CMA on drainage related concerns to determine the best manner of addressing drainage
issues the customer is experiencing. Also, it was noted that Inframark was taking care of some
erosion related issues at one of the mail kiosk locations that had surfaced.

With regard to a discussion of the upcoming Association of Water Board Directors
("AWBD") and Capital Area Suburban Exchange ("CASE") conferences that would be attended by
various Board members and consultants and due to the CASE conference falling on the Board's
regular meeting date, the Board tentatively agreed to move its regular business to a special meeting
on Wednesday, June 12th at 5:45 p.m. at Belterra Centre.

9. In addition, Kristi Hester reviewed the current monthly General Manager's Report
with the Board, a copy of which is attached hereto as EXHIBIT "E".

With regard to the monthly water accountability factor which was 92% for the most recent
reporting period (88% for the previous period), Ms. Hester noted that Scott Manual was getting
another calibration done on the meters. Ms. Hester continued through her report on operations with
Matt Kutac noting that he would visit in Executive Session with regard to matters relating to the
effluent disposal capacity and related matters.
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10. With respect to a resident complaint related to reclaimed water irrigation overspray
and alleged damages related thereto, Matt Kutac confirmed that WLE and Inframark had agreed to
settle the matter with the resident (Mr. and Mrs. Ken Crone) and indemnify the District (as the
resident's utility provider) and HCWCID No. 1 (as the owner of the 210 reirrigation system) with
respect thereto. He stated that he would prepare a release for the resident to sign in exchange for the
payment agreed to by WLE and Inframark.

Hearing no further questions and following discussions, upon motion by Director Bethke,
seconded by Director Wachsmann and unanimously carried, the Board accepted both the Inframark
General Manager's Report and Executive Summary.

1 1. Lisa Adkins with Inframark reviewed the District's monthly Financial and
Bookkeeping Report, a copy of which is attached hereto as EXHIBIT "F". She distributed an
updated check detail [including Operating Check No. 2258 payable to Mr. and Mrs. Ken Crone for a
reimbursement (as discussed hereinabove)] and additionally noted that there were 2 separate checks
payable to TML for the annual renewal of the District's insurance and bonds, and that next month the
District will see their share of the insurance for the joint facilities included in the facility sharing
reporting and wire to HCWCID No. 1. In addition, she noted that the payment to WLE in the
amount of $85,241.02 for the Bitterroot Pocket Part improvements was included in the additional
check detail. She noted that as of March 31, 2019 the District had collected 98.29% of its 2018
taxes. She also reviewed the profit and loss budget performance charts the monthly revenue vs.
budget comparison chart, the Inframark maintenance cap tracking chart, and HCWCID No. 1 's
WWTP 1) profit and loss budget performance chart; 2) monthly revenue and budget comparison
chart and 3) Inframark maintenance tracking chart, along WWTP joint facility billing reports, balance
sheets for operating and debt service accounts, cash balance report for all accounts, cash balance
trend chart, check register, a listing of wires and a chart detailing the $209,351.44 remaining in
surplus bond funds following all final issuance costs being paid from the District's sale of its
$5,350,000 Series 2018 Unlimited Tax Utility Bonds. Matt Kutac confirmed that the Board could
use the surplus funds on capital improvements to the WWTP since the District had previously issued
bonds to finance its share of costs of the construction of the WWTP without having to secure a
separate approval from the Texas Commission on Environmental Quality ("TCEQ") of the proposed
use of such surplus funds. Mr. Kutac further noted that the on-going membrane replacement project
qualified as a capital expenditure based upon the auditors definition of such term. Following a
detailed review of such report and check detail, upon motion by Director Wachsmann, seconded by
Director Bethke and unanimously carried, the Board approved such report, authorized the release of
such checks and wires as noted thereon and included in the additional check detail.

12. Lisa Adkins noted that she would have a proposed operating budget amendment
prepared in advance of the June meeting for initial review with the Finance Committee prior to
presentation to the Board at such meeting. The Board concurred with the option of including the
Series 2018 surplus funds in the proposed amended budget to cover the costs of the District's share
of the WWTP membrane replacement capital expense.

13. Chris Lane informed the Board that the initial January 1, 2019 certified values for
property and improvements within the District was $429,000,000. Matt Kutac informed the Board
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that the HCWCID No. 1 Board was looking into the possibility of granting an overall homestead
exemption in some amount to be determined in addition to the $10,000 exemption for residents 65
years or older that was put into effect in 2017. It was discussed that HCWCID No. 1 had begun its
debt issuance in 2004 with the District's first issuance being in 2010 and was ahead of the District in
its debt repayment. Also, it was noted that with the addition of commercial tax base coming on line
within HCWCID NO. 1, as well as its additional revenue from the Strategic Partnership Agreement
with the City of Dripping Springs, Texas (due to the commercial property within the District), put
HCWCID No. 1 in a better financial position to consider such exemptions and possible small tax
reductions at this time.

14. It was noted that there was no action needed at this time with regard to the proposed
Interlocal Cooperative Agreement for Law Enforcement Services or a proposed amendment to the
existing contract with Texas Disposal Services for solid waste services.

15. Matt Kutac reviewed a red-line copy of proposed changes to the District's existing
Water Conservation and Drought Contingency Plan noting that the plan has not been updated since
2014 and that it was timely to update the policy to be more consistent with the new policy adopted by
the WTCPUA. Mr. Kutac explained a few differences that he wanted the Board to review carefully
and asked the Board members to contact him individually with regard to any questions on the
proposed policy changes. He highlighted that the twice-a-week watering schedule would now be
mandatory year round, and that additional restrictions related to new landscaping and filling ofpools.
He noted that he would bring a formal Order adopting the amended plan to the next meeting for a
formal review, discussion and approval of such plan.

16. With respect to the current Fifth Amended Joint Facility Agreement (between the
District and HCWCID No. 1), Matt Kutac explained to the Board that it had always been known
that the shared capital costs under such agreement or any additional amendment thereto would need
to be reconciled one final time. It was noted that the current cost share is 54% (HCWCID No. 1) and
46% (District), and that it was based upon anticipated water consumption. However, it appeared that
the final allocation would be different based upon current water contract commitments and existing
estimates for demand. He noted that now all land had been platted in the District, and that all
capacity in the District had been committed, it was timely to begin working with the Infrastructure
Committees of each Board to iron out those related issues and thus come up with a proposed
amended agreement to readjust the proportionate shares and cost allocations between the Districts.
He stated that it was looking more like the final cost sharing might be more in the neighborhood of
52% (HCWCID No. 1) and 48% (District), and that any final adjustments to such costs, as agreed to,
would be retroactive. He explained that this meant that the District would likely be required to make a
payment to HCWCID No. 1, the amount of which would need to be determined with further input
from the District's consultants. Mr. Kutac noted that he be working on an amended contract to be
brought before the Infrastructure Committee after the Board's June meeting for an initial discussion.
It was noted that the adjustment of costs under the proposed amended agreement would also tie into
each of the District's next utility bond issues.

- 8 -



17. It was noted that there were no action items relating to the WTCPUA or the Lower
Colorado River Authority at this time.

18. With regard to the on-going session of the Texas Legislature, Andy Barrett noted that
with additional legislation regarding additional transparency and one with some required video
recording requirements most likely will be signed into law by the Governor.

19. The Board reconfirmed its proposed next meeting to be slated for Wednesday, June
12, 2019 at 5:45 p.m. which would be a special meeting (for regular business). It was noted that
Kristi Hester or Lisa Adkins would contact the Board to confirm any upcoming subcommittee
meetings.

20. Upon motion by Director McGilliciiddy, seconded by Director Harris, the Board
adjourned to Executive Session pursuant to items 4 and 11 of the agenda at 7:42 p.m.

21. Following such session, the Board reconvened the meeting at 7:58 p.m. It was noted
that Mr. Kutac would be sending a letter to the developer within the District describing potential
wastewater capacity limitations resulting from delays in installing the reclaimed water irrigation
system.

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

APPROVED AND ADOPTED this 12th day' of June, 2018.

Sean McGil e ary

9


