
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 regular session, which
included a monthly workshop session and regular meeting, all open to the public, at 235 Ledge
Stone Drive, Austin, Texas, its meeting place outside the boundaries of the District, on March 9,
2017 and the roll was called of the members of the Board of Directors, (herein referred to as the
"Board") to-wit:

Douglas L. Botts
Roger Durden
Daniel B. Robison
George W. Baker
Paul Kelly

WORKSHOP SESSION 3:30 P.M.:

President
Vice President
Secretary
Treasurer/Asst. Secretary
Assistant Secretary

All members of the Board were present at the commencement of the workshop session.
In addition, Kristi Hester, Lisa Adkins and Missy Roberts of Severn Trent Environmental
Services, Inc. ("ST"), the District's general manager, Matt Kutac of the law offices of Graves
Dougherty Hearon & Moody, PC ("GDH&M"), Judy McAngus, paralegal with Winstead PC,
and Chris Lane with SAMCO Capital Markets, Inc. ("SAMCO"), the District's financial advisor,
were present for such workshop. Also, Bill Ball with CMA Engineering ("CMA"), the District's
engineer, and Johnny McDonnell with Weigelt Enterprises, Inc., ("Weigelt"), the District's
landscape service provider were present for portions of the workshop session.

The purpose of the workshop session was to review details pertaining to the consent
items and agenda items on the posted Agenda for said meeting, hear updates on committee
reports, review the current monthly General Manager's Report and Executive Summary (see
EXHIBIT "A"), which report and summary includes operations updates and a summary of
activities since the last regular Board meeting, review the current monthly Bookkeeper's report
(see EXHIBIT "B") and review the current monthly CMA engineering report (the "CMA
Report") (see EXHIBIT "C"). No formal action was taken during the workshop session of the
meeting, but the following matters were discussed in detail:

• Johnny McDonnell handed out and reviewed the monthly list of landscape
services that Weigelt had provided to the District. It was discussed that the
Belterra Welcome Center is being conveyed to the District most likely by the end
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of the month and that ST and the Parks Committee will be setting up a meeting
with Weigelt with regard to the level of maintenance that the District will want to
provide for such location and related costs. Also, ST and the Parks Committee
will try to meet with the new developer to decide on whether the developer will
continue to assist with costs for the front entrance off of Highway 290 and if not,
that they would try to work with Belterra HOA ("HOA") on sharing costs to
continue to keep the seasonal landscape up in the manner that the residents have
become accustomed.

• Kristi Hester introduced Missy Roberts with ST and indicated that Missy would
be working closely with her with respect to proposed new contract services that
ST may be providing in the future. Ms. Hester reviewed ST's General Manager's
monthly report. She noted that on page 3 of the report there were a total of five (5)
customer accounts that ST would like to request sending to collections. A
discussion ensued with regard to deposits held for such accounts and prior
discussions about perhaps requiring higher customer deposits. Director Durden
requested that ST provide the Board either a reconciliation report comparing the
amounts that have been sent off to collections with the amount received back
from the collection agency, or simply add the rolling totals of both on to the
Collections Report such that the information will be readily available if further
discussion is needed at future meetings. Ms. Hester noted that the amounts sent
to collections are normally only sent for customers who have moved out of the
District and quite typically include penalty amounts and not just water usage.
With respect to the water accountability report for the February billing cycle, she
noted that water accountability was at 115.37%, which she attributed to the master
meter that West Travis County Public Utility Agency ("WTCPUA") being
changed out. Ms. Hester stated that the levels would likely come back down on
the next meter read to more normal parameters (92% to 100%). In addition, a
discussion ensued with respect to the 210 irrigation related matters and how the
District is planning to stay ahead of installing needed 210 systems compared to
current demand and potential growth within the District and Hays County Water
Control and Improvement District No. 2 ("HCWCID No. 2"). It was noted that
the developer is currently having the remaining 210 system design work done and
on the shelf so that next projects will be ready to go and perhaps be bid alternately
as part of each of the future utility contracts, which will hopefully result in better
pricing and the ability to more quickly accommodate surges in home sales. The
Board inquired into whether ST would be performing smoke testing to locate
possible points of "I & I" (inflow and infiltration) into both Districts' wastewater
collection systems. Ms. Hester noted that ST has smoke testing of certain lines
within both Districts that had been identified about 3 months ago on hold until
they can get a period of 2 to 3 weeks of dry weather to schedule ST's crews to
handle the smoke testing to check for leaks. She noted that ST was aware that it
was important to get the testing done and results released to possibly reveal areas
in the lines that needed repairs.

• Ms. Hester next reviewed the General Manager's Executive Summary, which
began with the summary of activities at the Wastewater Plant since the last
regular meeting. Please refer to such attached report for complete details of such
update. Briefly, Ms. Hester noted that in item 1) d) of such report, ST was
recommending repairs to the sludge box at the WWTP in the amount of $3,000,
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stating that ST would be recommending adding the purchase of an additional
sludge box to next year's budget. In item 2) k), she noted that the MBR Basin 3
turbidity has been running high and if that continues to worsen, ST may need to
take down the basin and replace the membranes, which is an expense of around
$25,000. She noted that Basin 1 has been cleaned previously and is next up in the
rotation, but that Basin 3 may need to move up on the rotation schedule. Also,
she noted that Basin 2 was cleaned in early 2016, and that she would keep the
Board apprised of the status. With respect to Customer Service matters on item
6), she indicated that ST did not invoice the customers for the $3.00 security fee
on the current water billing because Hays County ("County") has had to
temporarily suspend the extra patrol services that the County supplies under its
agreement with the District due to staffing issues. It was noted that Constable
Ron Hood still does not have a candidate for the position. With respect to the
replacement of the automated gate at the WWTP, for which the Board had
approved the expenditure of approximately $7,000 for a new gate, Ms. Hester
indicated that ST had revisited the ability to perhaps repair the gate instead at a
cost of around $1,000. With respect to item 5), the Section 9A Pond, Ms. Hester
explained that residents with homes on 2 nearby lots reported increased drainage
from the irrigation drawing down the pond. She informed the Board that she had
spoken with Aaron Googins, the developer's consultant about whether the
developer would address such issues. She reported that Mr. Googins said that the
developer had completed the required work, and that he felt that the drainage
issues could be alleviated by the District repairing a berm that had been
constructed several years ago that had degraded. Ms. Hester estimated that the
berm would cost about $2,000 to repair. She agreed to further discussions with
Mr. Googins to see if the developer would consider sharing in the expenses of the
improvements to the berm. Matt Kutac asked Ms. Hester is she had received a
letter from the developer's engineer confirming that the project had been
completed in accordance with their design. Mr. Kutac reminded the Board that
they will need such a letter in hand before the Board accepts the pond for
maintenance and operation. Regardless, it was noted that the repair was needed
and that no vote was necessary from the Board, but that ST would handle such
repair and work out a possible cost reimbursement if at all possible. Ms. Hester
noted that with respect to the Belterra Welcome Center, which will soon be
conveyed and transferred to the District, certain matters need to be worked on
with the Parks Committee regarding the District taking over the property —
including the existing flags (for now, the general consensus was to take down the
flags since the District does not have staffing to handle the proper flag protocol)
and related matters. Ms. Hester agreed to meet with the Parks Committee with
respect to such matters. With respect to item 8) b), Ms. Hester noted that the
current website host will no longer be available and that ST is working with a new
provider. Also, with respect to insurance on the District's facilities, she noted that
the current renewal (due up April 16th) is under review. She noted that she did
have the insurance policy in place for the recently purchased 4 x 4 Mule. With
respect to item 8) 3), Ms. Hester noted that the Infrastructure Committee was
working with Bill Ball with CMA and the HCWCID 2 Infrastructure Committee
on finalizing the remaining needed 210 areas. Ms. Hester noted that she was
looking into whether perhaps the HOA may have certain areas that could benefit
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from the use of the District's 210 system which could be beneficial to both the
HOA and the District.

• The Board recognized Lisa Adkins who reviewed ST's Financial and
Bookkeeper's Report for the month of February 1, 2017 to February 28, 2017
which included an updated Check Register. Ms. Adkins noted that tax collections
for the period ending January 31, 2017 were at 93.43% collected. She reviewed a
proposal for a few new certificates of deposit which will be detailed and voted on
further down in this set of minutes. In addition, she indicated that included in the
list of checks was a $10,000 check from the District's existing operating account,
which will be used to open a separate account just to be used for the WWTP
operations.

• Bill Ball reviewed the CMA Engineering Report, briefly noting the action items
in item I. of such report that he will be asking the Board for formal approval
during the regular meeting following the workshop session. With respect to item
II., he noted that CMA will be looking for water and wastewater projects since
most likely the District will not need to fund an originally proposed District 210
project. The Board requested whether surplus funds could be used on repairs to
the Welcome Center once it is officially conveyed to the District. Matt Kutac and
Judy McAngus noted that they were confident the surplus funds needed to be used
on similarly purposed utility projects for which purposes the Series 2015 bonds
were issued for, but that they would confirm that an report back to the Board.
With respect to item III, the District's eighth bond issue, he noted that CMA had
reviewed the proposed projects, was finalizing those at present and had
recommended a bond amount of not to exceed $2,500,000. Regarding item IV.,
the Cottages at Belterra Village, Phase 1, it was noted that the project had been
bid four (4) months earlier, but that the contractor had not yet been given the
notice to proceed. Mr. Ball agreed to confirm with the developer as to whether
the contractor had agreed to hold his bid or whether the project would need to be
rebid. With respect to item V., the Cottages at Belterra Village, Phase, 2, there
was no further update from the prior Board meeting. Mr. Ball was asked to
continue his report following adjournment to the regular session of the meeting.

Upon motion by Director Baker, seconded by Director Robison and unanimously carried,
the workshop session was adjourned. Upon motion by Director Durden, seconded by Director
Kelly and unanimously carried, the Board opened into regular session.

REGULAR MEETING - 5:00 P.M.:

In addition to all five directors above, Kristi Hester, Lisa Adkins, Bill Ball, Matt Kutac,
Chris Lane and Judy McAngus remained for the regular potion of the Board meeting. All
directors present when votes were taken voted on all matters. Also, the following persons
attended portions of the regular meeting: Andy Barrett of Andy Barrett & Associates, PLLC and
also Daniel Campbell, representing ERG Belterra, Ltd. ("Endeavor"), the owner of the
commercial properties being developed within the District.

1. Bill Ball continued on through his report. With regard to item VI, he mentioned
that he would have revised task orders (as related to reimburseable and non-reimburseable items)
prepared for review and approval with respect to the Commercial Tract Development public
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improvements. He also noted that with respect to the Commercial Tract Development — private
improvements, CMA should have the most recent set of plans completed and comments back to
the developer's project engineer. With respect to item XIII, the updated on WWTP field
observations, the Board asked that Robby Callegari forward his reports to the Infrastructure
Committee and then on to the Board. Further with regard to item IX of the report, 210 reuse
irrigation matters, Mr. Ball reviewed a map of the proposed 210 areas that tie to needed 210
expansions for Belterra, Sections 15, 16, 17, 20 and 21, and confirmed that the developer's
project engineer is working on the design of the remaining 210 irrigation projects in order to
have the plans ready to go, should it be decided it would save costs to possibly include them in
future utility contracts for the various final sections of the development and to keep up with the
pace of needed reuse projects.

Mr. Ball noted that there were no action items that needed to be addressed at this time
with regard to the CMA monthly report.

2. The Board next recognized Daniel Campbell with Endeavor who updated the
Board with regard to the on-going commercial construction project development noting that
heavy equipment was in place and construction underway. He further noted that contractors
were performing significant grading work and working on a third pond. With regard to prior
discussions in the above workshop session of the meeting with respect to the Cottages at Belterra
Village, Phase 1, Mr. Campbell confirmed that the contractor was still holding his bids. Mr.
Campbell noted that they had postponed the award of the contract in that the initial builder had
backed out of his commitment to build the homes, but that they were currently working to get a
builder signed on before they got the utility work underway for that section of development.
Mr. Campbell noted that they are expecting the first phase of the commercial area to have its first
tenants by mid to late December and that they anticipate the build out of the commercial area to
take approximately two (2) years. It was noted that there were no actions to be taken with
respect to the commercial areas at this time.

The record shall reflect that Mr. Campbell left the meeting at this point and Andy
Barrett entered the meeting.

3. The Board asked for public comments and communication. Hearing none, the
Board proceeded with its next item of business.

4. The Board reviewed the consent agenda items. Following a motion by Director
Baker, seconded by Director Durden and unanimously carried, the following items were
approved:

• Minutes of the February 9, 2017 regular meeting and Minutes of
the February 24, 2017 special meeting with a noted correction to
the February 9, 2017 Minutes made prior to adoption; and

• Bookkeeping Report, including: District annual calendar, tax
collection report chart, profit and loss budget performance charts,
monthly revenue vs. budget comparison chart, joint facilities
report, cash balance sheets and reports, investment activity report,
cash balance trend chart, check register, updated check register,
the Series 2015 Capital Projects fund summary, wires and certain
other financial reporting included in such report.
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5. With regard to matters relating to the Section 9A water quality pond, it was
noted that updates were provided in the workshop session as detailed above and no action was
necessary at this time on such matters. For emphasis, it was noted that the developer should be
requested to provide a letter from its engineer certifying that the pond improvements had been
constructed in accordance with the approved design plans prior to the District formally accepting
the pond for maintenance and operation.

6. With respect to the pending Belterra Welcome Center conveyance and transfer,
Matt Kutac noted that Directors Botts and Robison had initially agreed to continue to assist with
the details pertaining to the transfer of the building to the District and a continued review with
ST of the items listed in the property inspection report to help determine a list of
recommendations as to the priority of needed repairs, cost estimates for such repairs and how
such items will tie into the current operating budget and future operating budgets for the Board's
further review and consideration. It was noted that the current owner had basically moved its
employees out of the building and the building was closed. Matt Kutac noted that once CMA
had completed the survey of the site, he would provide the survey to the title company and ask
that they update the title commitment. He indicated that he would expect a title policy to be
completed and remaining paperwork finalized such that he would project a tentative closing of
around the end of the month.

Upon motion by Director Robison, seconded by Director Durden and unanimously
carried, the Board authorized its President or Vice President to execute any and all related
closing documents following review and approval by Matt Kutac. It was noted that ST would
coordinate changing the locks, work with the alarm company to reset the alarm system and
securing needed property insurance to coincide with the closing/conveyance of the property to
the District.

It was also discussed that the Board needed to evaluate how it intended to use the facility
or whether it might consider leasing out certain space or portions of the building for special
events, etc. Upon motion by Director Baker, seconded by Director Durden and unanimously
carried, the Board formally appointed Directors Botts and Robison to head up a Facilities
Committee to work on such matters and bring back recommendations to the Board for formal
action.

7. Chris Lane noted that CMA had determined that the District's next bond issue
could be sized at an amount not to exceed $2,500,000. Judy McAngus reviewed the terms and
provisions of an Order Authorizing Application for Approval of Project and Eighth Bond Issue
by the Texas Commission on Environmental Quality ("TCEQ") with the Board and upon motion
by Director Kelly, seconded by Director Baker and unanimously carried, the Board approved.
said Order, a copy of which is attached hereto as EXHIBIT "D".

8. With respect to action items under ST' s General Manager Report and Executive
Summary as presented in the above-referenced workshop session, upon the following motions
such items were approved and authorized:

The write-off of $1,782.50 and forwarding of such amount to collections, said approval
was motioned by Director Durden, seconded by Director Baker, and carried by a vote of 4-1,
with Director Robison voting against such action.
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E.S. item 1) d). Wastewater Treatment Plant — to repair sludge box at an estimated cost
of $3,000, which approval was motioned by Director Baker, seconded by Director Kelly and
unanimously approved;

E.S. item 1) i). Wastewater Treatment Plant — approved the installation of an air relief
valve to each MBR basin at an estimated cost of $2,500, which approval was motioned by
Director Durden, seconded by Director Kelly and unanimously approved;

E.S. item 9) a). Approved up to an estimated $2,000 to rebuild the berm near the Section
9A Pond following ST's discussions with the developer in an attempt to get the developer to
contribute approximately 1/2 of the total costs of such project to insure proper drainage in such
area, which approval was motioned by Director Botts, seconded by Director Baker and carried
by a vote of 4-1, with Director Robison voting against such action;

Bookkeeping Action — authorized the opening of a new WWTP operating account in the
amount of $10,000 with State Bank & Trust, which approval was motioned by Director Robison,
seconded by Director Botts and unanimously carried; and

Bookkeeping Action — authorized the purchase of a CD for the operating account for 12
months at 1.1% and a separate purchase of a CD for the debt service account at .96% at East
West Bank as recommended by ST, which approval was motioned by Director Robison,
seconded by Director Baker and unanimously carried.

9. The Board discussed various Board members proposed attendance at Summer
water board director conferences, it being noted that Director Botts plans to attend both the
Association of Water Board Director ("AWBD") conference and the Capital Area Suburban
Exchange ("CASE") conference. In addition, Director Durden plans on attending both
conferences with Director Robison attending the AWBD conference. Director Baker indicated
he would be out of the country during both conferences and Director Kelly had not yet
determined which of the conferences that he would be able to attend.

10. The Board briefly reviewed a few red-lined changes to the District's rules and
regulations, which Matt Kutac presented to the Board, and upon motion by Director Baker,
seconded by Director Botts and unanimously carried, the Board approved an Order Adopting
Amended Rules and Regulations, a copy of which is attached hereto as EXHIBIT "E". It was
noted that the rules would be filed with the TCEQ and notice of adoption of such rules would be
published as well as uploaded to the District's website.

11. Judy McAngus reviewed a summary of changes proposed for the District's
records management policy which she had reviewed with Kristi Hester, it being noted that for the
first time the District was changing its policies to adopt retention schedules for certain of its
records due to the age of the District and need by ST to be able to dispose of older operational
records that simply did not need to be retained. She indicated that they were basically following
the form provided initially by the TCEQ in its Annual Financial Management Guide, but
lengthening the retention of engineering records per that guide to insure that all needed contract
backup is retained until such funding under such contracts has been reimbursed. Following a
discussion and upon motion by Director Kelly, seconded by Director Botts and unanimously
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carried, the Board adopted an Amended Order Establishing Records Management Policy and
Appointing Records Manager, a copy of which Order is attached hereto as EXHIBIT "F".

12. No action was taken with respect to items 13, 15 or 16 of the posted agenda for
the meeting.

13. The Board briefly discussed that there may need to be a special meeting and if so,
a date would be set and details provided to insure a quorum.

14. With regard to item 14 on the posted agenda for the meeting, upon motion by
Director Robison, seconded by Director Kelly and unanimously carried, the Board retired, along
with Matt Kutac and Andy Barrett to Executive Session at 5:50 p.m.

15. Following such Executive Session and upon motion by Director Botts, seconded
by Director Baker and unanimously carried, the Board reconvened in public session at 6:10 p.m.
Upon motion by Director Durden, seconded by Director Robison and unanimously carried, the
Board then directed Matt Kutac to work with Doug Botts, George Baker and HCWCID No. 2 to
negotiate the remaining terms of the proposed Severn Trent contracts and present such a contract
within ten (10) business days, or in the alternative, to develop options other than execution of the
currently proposed Severn Trent contract. There was no action that needed to be taken with
respect to matters discussed in said Executive Session.

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

APPROVED AND ADOPTED this 13th day of April, 2017.

(DISTRICT SEAL)

aniel B. Robison, Secretary
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