
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 special session, open to the
public, at 151 Trinity Hills Drive, Austin, Texas, its meeting place outside the boundaries of the
District on June 12, 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, 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 and Chris
Calvisi with Weigelt Enterprises, LLC ("WLE"), the District's landscape service provider, were 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 May 16, 2019 regular Board
meeting and upon motion by Director McGillicuddy, seconded by Director Harris, 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 updated the Board with regard to the reclaimed irrigation expansion
project ("Expansion. Project") as included in CMA's 210 WWTP and Reuse irrigation report, a copy
of which is attached hereto as EXHIBIT "A". She reviewed Pay Application No. 3 under the WLE
contract for the Expansion Project in the amount of $29,193.66. It was noted that that pay
application and the majority of the work on the project, to date, had focused on the main line and
Area 4 (approximately 60 acres of the overall project). Matt Kutac noted that he was working with
LH Belterra LLC's attorney, their project engineers, CMA and WLE on a proposed contract
amendment that would allow the project to be accepted in phases and would hope to have a proposed
amendment worked out prior to the Board's next regular meeting. It was noted that Area 4 was
roughly 70% completed as of this date and that the completion of such area, assuming a contract
amendment for phasing under the Expansion Project 'could be worked out among the parties, would
provide sufficient disposal capacity for immediately planned development and allow the Districts to
issue bonds. Johnny Mc Donnell read an update from Kade Thomas with WLE noting that WLE has
approximately 5 weeks left before they complete Area 4 and proceed to Area 3. Ms. Barzilla noted
that CMA had received a proposed Change Order No. 5 but that she was still in the process of
confirming pricing prior to formulate a recommendation for payment. In addition, she noted that
WLE had submitted a proposed change order for additional days to complete the contract, but that
Atwell, LLC (formerly Texas Engineering Solutions, Inc. and herein referred to as "Atwell"), the
project engineer for Ashlar Development, LLC ("Ashlar"), the development entity for LH Belterra
LLC, was still reviewing such change order. Director Harris inquired as to the status of Areas 7, 8
and 9. Ms. Barzilla noted that Atwell was also continuing to work on getting final pricing confirmed
with respect to the Areas 7, 8 and 9 section of the contract, and that she would hope to have that
series of change orders reviewed and ready for Board action by the next meeting. Following such
discussion, upon motion by Director Harris, seconded by Director Wachsmann and unanimously
carried, the Board approved Pay Application No. 3, a copy of which is attached hereto as EXHIBIT

6. Matt Kutac informed the Board that in accordance with their direction at the prior
Board meeting, he provided a copy of a May 23, 2019 letter he had sent on behalf of the District to
the attorney for LH Belterra, LLC notifying LH Belterra, Ltd. that treated effluent disposal demands
are again approaching operating capacity limitations regarding both District's and HCWCID No. l's
wastewater systems, and noting that the District's (collectively the District and HCWCID No. 1)
would be monitoring treated effluent disposal capacity and demands until the above-referenced
Expansion Project had been completed. He noted the letter also explained the possibility that the
District will be required to suspend connections to the wastewater systems pending completion ofthe
Expansion Project. In addition, in such letter, he confirmed that he had requested the renewal of
the existing IBC Bank Letter of Credit in the proportionate amount of $395,504.97 to insure the
completion of 16.83 additional acres of the original 21.9 acres of treated effluent disposal capacity
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(as required to guarantee the developer's payment of the District's share of the Expansion Project),
which was put in place in connection with the 2018 District Utility Bonds pursuant to feasibility
requirements of the Texas Commission on Environmental Quality ("TCEQ"). Mr. Kutac noted that
he had followed up with attorneys for LH Belterra and was told that LH Belterra did intend to renew
the existing letter of credit. Mr. Kutac noted that he had requested that the renewal be handled and
that he be provided proof of the renewal at least a week in advance of the expiration of the letter of
credit, and also stated that he had received a letter addressed to the Board that confirmed that LH
Belterra would be renewing the existing letter of credit and would provide a renewed letter of credit
to the District upon renewal. Matt Kutac noted that he hoped to receive the proof of renewal, but
should he not receive it, he requested the Board's authorization for its President or Vice President to
execute a statement to be drafted by Mr. Kutac requesting a draw on said letter of credit should the
proof of the renewal not be provided. Following a full discussion and upon motion by Director
Wachsmann, seconded by Director Kelly and unanimously carried, the Board directed Mr. Kutac to
prepare such a request for draw on said letter of credit, if he was not provided proof of renewal in
advance of the due date, and authorized the Board's President and Vice President to execute same
and Mr. Kutac to process such draw pursuant to the existing letter of credit terms and conditions.

7. Ms. Barzilla next reviewed the remainder of CMA's WWTP and 210 Reuse Irrigation
Report with the Board. With respect to the WWTP Membrane Replacement project, Ms. Barzilla
noted that the membranes for the second basin have been shipped from Japan and are due to arrive in
Houston on June 23rd. She indicated that CMA was still working with Huber on drawings and pricing
for the drum screens but that she would expect the total cost, including installation, to be around
$500,000 [which costs would be shared with Hays County Water Control and Improvement District
No. 1 ("HCWCID No. 1")]. It was confirmed that the remaining replacement membranes would be
slated for purchase and installation at the WWTP in the next fiscal year. Mr. Kutac advised that the
Board and its consultants would need to ensure that the drum screens were installed within the 2 year
time frame outlined in the Kubota warranty. In addition, Ms. Barzilla explained that Robby Callegari
of CMA had confirmed that a whole new footprint would need to be constructed to insure proper
placement and operation of the new drum screens and that the existing bar screen foot print will
remain in place and will continue to house the remaining, operational bar screens until such time it is
determined that they are no longer needed as a backup. She further noted that the wastewater
discharge permit renewal application was still under technical review at the TCEQ.

8. 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 discussed various
alternatives with regard to the replacement structure at the old Mesa Verde Kiosk pavilion to go over
the existing concrete slab that formerly housed the mail kiosk while attempting to stay within the
existing budget. Ms. Barzilla noted that should the existing benches and tables that had been
originally ordered for the revamped area under the contract not work with the final design, that most
likely a credit of $7,800 (less a restocking fee) could be credited towards the final redesign of the
structure. Director Bethke noted that she felt that a sail type of awning (or sun shade) was not a
good alternative for the site due to the additional maintenance of such a less permanent alternative.
Also Director Kelly noted that if the District would be receiving a credit for the aforementioned
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benches and tables, the Board might do better to expend those funds towards a more permanent form
of roofing. It was noted that that the Parks Committee meeting would be scheduled to thoroughly vet
out options and review recommendations, which most likely could be reviewed at a special meeting
conducted later this month in order to keep the project moving. Following such discussion and upon
motion by Director Wachsmann, seconded by Director McGillicuddy and unanimously carried, the
Board authorized CMA to get a proposal from BJ's Park and Recreation Products to complete the
Mesa Verde project.

Under item III. - Belterra Sidewalk Addition - Ms. Barzilla reported that CMA had received
approvals from Hays County, the City of Dripping Springs and the TCEQ band was now working on
contract documents for the bidding of such project

Under item IV. - Road Bond Issue No. 2 - Ms. Barzilla reviewed a proposed summary of
costs for the upcoming road bond issue noting that, at this time, it appeared that the projected bond
issue total will be $2,000,000, subject to further discussions and a final determination of all related
costs of issuance.

Under item V., she had simply noted the Board's decision to use the remaining surplus funds
from the District's Series 2018 utility bonds to go towards its share of HCWCID No. l's WWTP
membrane replacement project.

Under item VI, she noted that the site plan was received from the design engineers for the
Emergency Services District site within the District and that CMA is currently reviewing the plan and
will bring back a recommendation to the Board once they have completed their review.

9. 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. He noted that seasonal color had been installed
throughout Belterra and that they had replaced the lantana initially installed at Seneca Trails a few
months earlier (under WLE warranty). With regard to the French drain installation at Prescott, he
stated that WLE had extended the project to the sidewalk at no additional charge in hopes of
improving the drainage near the site. Mr. McDonnell reported that WLE had completed a proposed
summary of cost for trail repairs and improvements; however, it was noted that they will review the
proposal and break it out into various levels of priorities and, if possible, review the revised proposal
with the Parks Committee before bringing back for Board review and approval at the next meeting.

Matters relating to the on-going park installation at the Bitteroot/Bighom Park were discussed
and reviewed in detail as related to issues with the various contractors - Coleman & Associates (the
park designer), WLE (landscape services provider) and Fun Abounds (the park equipment vendor and
installer) regarding grading and slope issues of the design, which appear to have surfaced in advance
of the proposed equipment installation. The Board reviewed alternatives and following a full
discussion and motion by Director Wachsmann, seconded by Director McGillicuddy and unanimously
carried, directed Kristi Hester to work with the Coleman & Associates and WLE to correct the
issues that surfaced with respect to the grade and slope of various areas quickly and efficiently (and
at no additional cost to the District), so as to allow for the installation of the park equipment as
designed and in accordance with approved ADA specifications.
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10. 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 was as listed below.

Ms. Hester reviewed and updated the Board with respect to operational matters at the
HCWCID No. 1 wastewater treatment plant ("WWTP"), the 21p Irrigation System, Distribution
System, additional Drainage/Pond matters, Parks-Trails and various construction projects. Ms.
Hester explained that TSS readings at the WWTP remained high and would be reported to TCEQ,
but confirmed that new membranes had been installed at one of the basins at the WWTP. Under 1)b)
of such report, Ms. Hester noted Inframarks' concern over inflow and infiltration ("I&I") of the
District's wastewater collection system following an estimated 10 inches of rainfall during the month
of May. She noted that, due to the age of the system, Inframark would be recommending additional
line maintenance (cleaning, jetting and televising of the lines) for the next year's operating budget.
On that note, Ms. Hester noted that Inframark was recommending that various committees meet and
review related operational cost recommendations that would need to be considered by the whole
Board as part of their next year and five-year budget reviews. Also, with regard to the 105 AMI
meters installed in the District to date, she noted that 16 customers had signed up for the Eye on
Water automated monitoring system.

Ms. Hester continued through her report and summarized various repairs and maintenance
items that were needed on conjunction with the operations of thp WWTP and other action items
needed. The following items were approved unanimously by the tioard:

Under Item 1)d) - Motion by Director Wachsmann, seconded by Director Kelly, the Board
approved an estimate of $16,400.00 for the full cost replacement/Tecycle of the Variable Frequency
Drive ("VFD") pump on the motor control center at the WWTP;

Under item 1)e) - Motion by Director Bethke, seconded! by Director Harris, the Board
approved an estimate in the amount of $14,700.00 to cover the full cost replacement of the pre-
anoxic mixer to stock spare inventory at the WWTP;

Under item 1)g) - Motion by Director Wachsmann, seconded by Director Kelly, the Board
approved an estimate of $10,000.00 to cover the full costs of the catwalk grading replacement at
WWTP;

Under 2)a) - Motion by Director Harris, seconded by Direptor Bethke, the Board approved
WLE's 210 monthly irrigation repairs to the overall 210 system in the amount of $3,417.75 - (District
share $1,743.05); and

Under 5)c) - Motion by Director Bethke, seconded by Director Harris, the Board approved
$7,000.00 for new playground mulch for the Sandhills and the Verde Park pocket parks.

In addition, under item 4 regarding Drainage/Ponds - Ms. Hester explained on-going erosion
control and drainage issues at 12407 Mesa Verde and reviewed a preliminary estimate that included
hydro mulching the affected area with bonded fiber matrix and adding cross silt fence for $10,000.
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but noted they CMA is seeking Atwell's (formerly Texas Engineering) assistance in confirming the
completion date under such contract to determine if a claim can be filed under the maintenance
bond. It was noted that the contractor had since gone out of business. Matt Kutac requested that
good records be kept as to all related repair costs as such may need to be included in damages if the
District ends up needing to go back against the maintenance bond. Director Wachsmann stepped out
of the meeting at this point and was not present for the remaining discussion or vote taken in this
paragraph. Following a motion by Director McGillicuddy, seconded by Director Kelly and approved
unanimously (4-0), the Board voted to proceed with such repairs so long as the total costs (including
repairs, temporary irrigation and engineering fees to complete the revegetation of such area) does not
exceed $20,000.

With regard to parks and trails, Ms. Hester reiterated that WLE had prepared a list of
recommended trail maintenance and improvements after the recent rain events (estimated costs of
$100,000), but that she would be reviewing the items with the Park Committee to prioritize such
items and bring back a recommendation on any needed repairs. She reported that the combined
District and HCWCID No. 1 Summer Newsletter was being finalized and will be posted on the
website in the near future.

11. 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".

Ms. Hester noted that residential connections had jumped to a total of 957 in May of 2019 vs.
855 in May of 2018. In addition, she noted that for May 2019, the average residential consumption
was at 8,592 vs. 11,154 in May 2018 (mainly due to the greater amount of rain in May of 2019). She
further reported that the monthly water accountability factor was 87% for the most recent reporting
period (92% for the previous period). She noted that Inframark believes the water loss factor
continues to be related to a timing issue of when the WTCPUA master meter is read versus when the
district customer meters are read, and that they are attempting to have all meters read at the same
time for the next reporting period.

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

12. Lisa Adkins with Inframark reviewed the District's monthly Financial and
Bookkeeping Report, a copy of which is attached hereto as EXHIBIT "F". She noted that as of
May 30, 2019 the District had collected 98.93% 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. l'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 utility bond funds which was now proposed to be
used to help defray the capital costs this fiscal year of a portion of the District's share of the
HCWCID No. 1 WWTP membrane replacement. Following a detailed review of such report and
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check detail, upon motion by Director Harris, seconded by Director McGillicuddy 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.

13. Lisa Adkins presented a proposed operating budget amendment and reviewed the
proposed changes to the existing annual budget that covers the period of October 1, 2018 through
September 30, 3019. Ms. Adkins noted that she had included the use of the District's Series 2018
remaining utility surplus bond funds as discussed above. Following a close review and related
questions, upon motion by Director Wachsmann, seconded by Director Kelly and unanimously
carried, the Board approved a Resolution Adopting Amended Operations Budget, a copy of which is
attached hereto as EXHIBIT "G".

With regard to budget matters, Ms. Adkins noted that it was time for all committees to meet
and review items that need to be included in the proposed next year fiscal year budget and estimated
five-year budget. Director Bethke asked about the status of the revised Master Plan for the Trails,
Kristi Hester noted that it was going to be phase II of what she had planned to ask Coleman &
Associates to provide, and noted that she would address such issue further in the upcoming Parks
Committee meeting. Ms. Adkins noted that $20,000 a year had been added to the next 5 year budget
as a place holder until further details were available.

14. Chris Lane informed the Board that the January 1, 2019 certified values for property
and improvements within the District should be released on or before July 25th. She noted, based on
the most recent preliminary figures, the average homestead value within the District for 2019 was
$457,430. Ms. Lane briefly confirmed that she would be finalizing the initial draft of a Preliminary
Official Statement in connection with the District's Series 2019 Unlimited Tax Road Bonds as
discussed in item 8 herein above for the Board's upcoming review and approval, most likely at the
next regular meeting.

15. Matt Kutac informed the Board that the HCWCID No. 1 Board was looking into the
possibility of granting an overall homestead exemption of around 2% to 3% for the 2019 tax year in
addition to the $10,000 exemption for residents 65 years or older that was put into effect in 2017. It
was reiterated that HCWCID No. 1 had begun its debt issuance in 2004 with the District's first
issuance being in 2010, and was therefore 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. After considering
these factors and noting that most of the tax base in the District is residential, the Board concurred
that it would wait until more assessed value was on the ground and more of its overall debt had been
issued before further considering the adoption of any form of homestead exemption.

16. Matt Kutac provided an update with respect to his discussions with Constable Hood
with regard to the proposed new version of the Interlocal Cooperative Agreement for Law
Enforcement Services between the District, HCWCID No. 1 and Hays County. He reiterated
Constable Hood's explanation of the county's pay policy relating to part time employees and holidays
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and shared other insights into the county's view on some of the additional patrol related services that
the Joint Customer Care committee members had requested on behalf of the District Boards. It was
agreed that an additional Joint Customer Care Committee meeting should be slated to review final
options within the next 2 or 3 weeks.

17. In addition, Matt Kutac noted that he had received a proposed amended contract with
Texas Disposal Services ("TDS") and provided the Board with a draft copy of such amendment for
their review. He noted that he would hope to complete his review and have a marked up version to
present to the Joint Customer Care committee, followed by a final proposed version ready for the
Board's review and approval at the next meeting.

18. Matt Kutac presented a proposed form of an Order Adopting a Water Conservation
and Drought Contingency Plan. Mr. Kutac noted that it was felt that it was a good idea to be
consistent with the current plan adopted by the West Travis County Public Utility Agency Policy
("WTCPUA") in that the WTCPUA is the wholesale water service provider for the District. Mr.
Kutac confirmed that the proposed plan was generally consistent and briefly reviewed the various
conservation related stages set out in the proposed plan. Following a full discussion, and subject to
addition of some data and calculations by CMA related to per capita consumption, upon motion by
Director McGillicuddy, seconded by Director Bethke and unanimously carried, the Board approved
said Order, a copy of which is attached hereto as EXHIBIT "H".

19. With regard to recommended updates to the existing amended joint facilities
agreement between the District and HCWCID No. 1 regarding joint wastewater and drainage
facilities, Matt Kutac noted that this agenda item will stay on the monthly meeting agenda until such
time as the Joint Infrastructure Committee ("JIC") meets proposes a recommended reconciliation of
cost sharing between the two districts. Matt Kutac noted that due to HCWCID No. l's Director Bill
Dally being very busy with the Finance Committee matters at this time, Director Botts, a District
alternate on the JIC, has offered to sit in on such matters for Director Dally in order to move forward
on needed committee meetings regarding reconciliation of cost-sharing obligations and any other
recommended amendments to such existing agreement. It was reiterated that the reconciliation ties
into upcoming operating budgets and utility bond issue related costs for both districts that need to be
finalized fairly soon. It was noted that hopefully the joint committee and consultants would we able
to meet during the last week of June or 1st week of July.

20. It was noted that there were no action items relating to the Lower Colorado River
Authority or West Travis County Public Utility Agency contract or other matters at this time.

21. There were no additional legislation updates given at this time.

22. The Board reconfirmed a proposed special Board meeting for Wednesday, June 26th

at 6:30 p.m. to mainly handle any 210 Expansion Project related matters, necessary park related
actions and other business that needs attention prior to the Board's proposed next regular meeting
slated for Thursday, July 18, 2019 at 5:45 p.m. It was noted that Kristi Hester or Lisa Adkins would
contact the Board to confirm upcoming committee meetings.
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There being no further business to conduct, Director Wachsmann moved that the meeting be
adjourned, which motion was seconded by Director Kelly and unanimously approved, and the Board
adjourned until further call.

APPROVED AND ADOPTED this 18th day of July, 2019.

Sean McG. ecretary
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