MINUTES OF MEETING
OF THE
BOARD OF DIRECTORS

THE STATE OF TEXAS §
COUNTY OF HAYS §

HAYS COUNTY WATER CONTROL AND 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, open to the
public, at Belterra Centre, 151 Trinity Hills Drive, Austin, Texas, the District’s office within the
District, for the purposes stated herein, on December 11, 2025 at 4:00 p.m. The roll was called of
the members of the Board of Directors, (herein referred to as the “Board”) to-wit:

Bill Dally President

Paul Kelly Vice President

Daniel B. Robison Secretary

Rick Lucas Treasurer/Assistant Secretary
Walter Almon Assistant Secretary

All members of the Board were present at the commencement of the meeting except
Director Kelly. All Directors present at the time votes were taken voted on all items that came
before the Board. Also present at the meeting were Matt Kutac of the Law Offices of Matthew B.
Kutac, PLLC, Vicki Hahn, paralegal with Winstead PC, Lonnie Wright and Chris Sanchez of
Municipal Operations and Consulting, LLC (“MOC”), the operations and management contractor
for the District, Lauren Barzilla of Burgess & Niple (“B&N”), the District’s engineers, Chris Lane
of Samco Capital, the District’s Financial Advisor, and Jesse Trevino of Sunscape Landscaping,
the District’s landscape and irrigation contractor. In addition, Allen Douthitt of Bott & Douthitt,
the District’s Bookkeeper, attended the meeting via telephone conference.

1. Public Comment: The Board called for public comment. Hearing none, the Board moved
to the next item on the agenda.

2. Consent Item: The Board reviewed the Minutes from the October 17, 2025, Special
Meeting and the November 13, 2025 Regular Meeting..

Upon motion by Director Lucas, seconded by Director Dally and unanimously carried, the
Board approved the October 17, 2025 Special Meeting Minutes.

Upon motion by Director Lucas, seconded by Director Dally and unanimously carried, the
Board approved the November 13, 2025 Regular Meeting Minutes.



Landscaping Report:

a)

b)

Landscaping Report: ~ Mr. Trevino reviewed the Landscaping Report. He noted
that some of the flowers that Sunscape planted on Nutty Brown have died and
Sunscape will be replacing them. He mentioned that Sunscape has documented
some damage that the fiber optics company caused and has discussed with Ms.
Wright. Once the fiber optics contractors are gone, Sunscape will prepare a
proposal to repair. He does not currently believe that the fiber optics company have
done any damage to the irrigation system, just the turf.

Action Items/Landscaping:

1) Action Items will be addressed during General Manager’s Report.

Management and Operations:

a)

General Manager’s Report: Mr. Wright presented the Operations Report and Ms.
Wright presented the General Manager’s Report.

i) EQ Basin: The EQ basin has been repaired. The blower motor was
replaced. Mr. Sanchez will put the EQ Basin back online this week. The odor that
was caused by the EQ Basin being offline should dissipate within about 10 days.

i1) Boil Water Notice (“BWN”): The District received a BWN from the
WTCPUA stating that they had turbidity at their plant. According to the WTCPUA
general manager, the issue occurred at 4:30 a.m. The District did not receive a
notice from the WTCPUA until 8:31 p.m. MOC is not sure why it took so long
for the WTCPUA to notify the District. MOC noted that they were able to get the
BWN rescinded before Thanksgiving. Responding to questions from the Board,
Mr. Wright stated that if the District had the proposed water tank operational, the
minute MOC received the BWN, MOC could have immediately turned off the
intake valve, and determined when the District last filled the water tank. If the tank
had not been filled after the WTCPUA issued the BWN, then the District could
have avoided the BWN. On the other hand, if the valve had been open at the time
the BWN was issued, then the District would still be subject to the BWN. Having
the proposed water tank is not infallible but it could potentially save the District
from some of the BWNs issued by the WTCPUA. The Board discussed whether
the WTCPUA is amenable to filling the proposed water tank. It was confirmed that
they are based on recent discussions with the WTCPUA. Mr. Kutac stated that he
has prepared a draft amendment of the WTCPUA agreement and the Board would
like to add language to the amendment that will require the WTCPUA to give
immediate notice to the District if they have any issue that will cause a BWN. Mr.
Wright went on to mention that the WTCPUA has been in a free burn system
because they changed their disinfecting agent. A free burn is required occasionally
and is basically disinfection of the system. When the disinfecting agent is changed,
the water system has to be flushed. As soon as the WICPUA has flushed their
system, the District will need to flush its system. When flushing the system, the
water is released through the flush valves in the District’s distribution system. Mr.
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Wright explained that water may be seen around the flush valves this weekend due
to flushing activities.

1i1) Sidewalk Expansion: It was noted that HCWCID No. 2 was considering a
sidewalk expansion by the school. There is heavy foot and bike traffic through an
area between a point on the sidewalk near the school and a point on the sidewalk
that is parallel to the street. HCWCID No. 2 approved the proposal, however, they
discovered that part of the expansion is in the District. The Board discussed the
location of the potential expansion. Ms. Barzilla replied that approximately 90%
of the area included in the expansion is owned in the District and 10% is owned by
the school. Mr. Kutac thought a portion was in HCWCID No. 2. The Board
discussed that the sidewalk would cut diagonally across from one side to the
crosswalk at the school. The Board discussed the issue in detail and questioned
whether the proposal warrants the expense. Mr. Sanchez mentioned that, as a
resident of HCWCID No. 2, he drops his kids off at the school each day. Because
of the ebikes and scooters, the area is an issue. One director questioned why the
school has not addressed this issue in the last 12 years. It was speculated that
schools do not like to spend their budget on infrastructure. The Board stated that
they believe it is a school district issue, but they do want to take care of the kids in
the neighborhood. They questioned whether the District would need authorization
from the school and Mr. Kutac stated that if any portion of the sidewalk is located
on the school district’s property, the District would technically need an easement.

Upon motion by Director Lucas, seconded by Director Dally and, opposed by
Director Robison, the Board approved splitting the cost ($12,725) of the sidewalk
expansion equally with HCWCID No. 2.

iv) Suggested Solar Lights at Kiosks: Director Dally gave the background on
this item noting that it has been discussed in the past. He mentioned that the District
pays approximately $40 a month for electricity for the kiosks and there are eight
kiosks. It is very expensive to put in solar panels so this idea was not approved in
the past because it would take years to break even on the cost.

V) Stone Wall near HOA Recreation Center: At last month’s meeting, the
Board discussed repairs for the stone wall by the bridge. Mr. Sanchez asked for a
proposal to repair one side. He received a proposal for $6,299 but the proposal
does not include stone repair which would be separate. He mentioned that he can
ask for a proposal to repair both sides of the bridge. Director Lucas would like
MOC to look at all the bridges in the District to determine if there are similar issues.
The Board mentioned that it may save the District money in mobilization costs if
they do all the repairs at one time. Mr. Wright agreed to survey the bridges and get
separate proposals to repair each of them. Director Lucas also asked MOC to look
at the sidewalks leading up to the bridges to ensure the walkways are level.

vi) Televising the Lines: Mr. Wright mentioned that the Board had approved
televising the lines and the contractor will get started in January.




vii)  Belterra Pond: Mr. Wright discussed installing temporary fencing when the
pond is dredged. The Board does not feel that the entire pond needs to have
temporary fencing installed and thinks installing it only around the area where the
equipment will housed straight down to the pond should suffice. MOC assured the
Board that they will inform the contractor of the bubbler lines so that they do not
damage those lines while dredging. The Board also asked MOC to check the
electrical line that ran to the old fountain to ensure it was removed or that it is
inactive. MOC confirmed that they will do that.

Upon motion by Director Almon, seconded by Director Lucas and unanimously
carried, the Board approved the General Manager’s Report.

Engineering and Development: Ms. Barzilla of B&N reviewed the General Engineering
Report and the Joint Facilities WWTP and 210 Reuse Irrigation Engineering Report.

a) General Engineering Report:

i) Pecan Park: The project is complete. Ms. Barzilla mentioned that the grass
appears to be growing and she recommends final acceptance of the project
and approval of Pay Application No. 3 for $10,076.84 to release the
retainage.

Upon motion by Director Robison, seconded by Director Almon and
unanimously carried, the Board accepted the Pecan Park project.

Upon motion by Director Almon, seconded by Director Dally and
unanimously carried, the Board approved Pay Application No. 3.

i1) Proposed Water Tank - Task Order No. 10 — Bond Application Report
(“BAR”™). Ms. Barzilla reviewed Task Order No. 10 for B&N to prepare the BAR
for $58,000. Director Robison questioned what the maintenance costs would be for
the proposed water tank. Mr. Kutac reminded the Board that HCWCID No. 2 will
own and operate the proposed water tank similar to the way that HCWCID No. 1
owns and operates the WWTP, so HCWCID No. 2 would technically be responsible
for contracting for maintenance. The WTCPUA’s agreement and the Joint
Facilities Agreement with HCWCID No. 2 will be amended to include the proposed
water tank. Mr. Kutac explained that this Task Order is to request B&N’s services
to prepare a BAR for the District to fund their share of the proposed water tank. To
avoid any delays, he would like the District to be ready to file the Bond Application
Report with the TCEQ if the District decides to move forward. The District wants
to have the bond funds available as soon as possible to shorten the length of time
when the District would have to use reserves to fund the project. The Board
returned to the discussion of whether the WTCPUA is amenable and if the District
has the capacity under its agreement with the WTCPUA to fill the tank. Mr.
Barzilla explained that the District has about 1.2 million gallons that it can utilize
in one day. Last month, the District’s maximum usage was approximately 700,000
gallons which leaves approximately 500,000 gallons to fill the tank. The District
could fill the tank in 4 days without violating its contract with the WTCPUA. Mr.

.




b)

Wright noted that MOC has to check the WWTP every day so checking the water
tank daily will not result in significant additional expenses. The Board decided that
it would like to table this Task Order. Ms. Barzilla confirmed that she will keep it
on her agenda items. Mr. Kutac believes the District is close to reaching an
agreement with the WTCPUA regarding operations parameters based upon the
recent committee meeting discussion (referenced below), but that matters to be
discussed later in the meeting related to a possible rate appeal may delay approval
of an amendment with the WTCPUA.

iii) Pacan Park Light: Mr. Sanchez has been checking in with Pedernales
Electric but he has not heard from them yet.

Joint Engineering Report:

1) Proposed Water Tank: The WTCPUA would like the tank to be filled
outside their peak hours. They also gave an amount of water the District can utilize
when filling the tank. The numbers seemed off when Ms. Barzilla checked them
so she is waiting for clarification. The Distrct had a committee meeting earlier this
week to discuss. At that meeting, Ms. Barzilla reviewed the engineering plans to
date and answered questions. She also discussed the possibility of providing the
plans to both boards in early part of January so everyone could review. After
everyone has a chance to review, she would like to schedule a Joint Board Meeting
with HCWCID No. 2 to respond to any questions. If both Districts approve the
plans, she would submit them to the reviewing agencies. If the plans are submitted
soon, the Districts could potentially award the construction contract in June and
start construction in July. This timeline is contingent upon the absence of any
unforeseen issues. Mr. Kutac noted that the District has already authorized
engineering fees for the project so he recommends getting the plans submitted and
approved by reviewing authorities. If the District get bids and then decides not to
continue, it would still have the plans if it decides to proceed in the future. The
Joint Board Meeting with HCWCID No. 2 is proposed for January 13,

ii) LCRA Customer Meeting: Ms. Barzilla reviewed the summary of the
LCRA meeting provided by B&N. She noted that the LCRA is considering
permanently limiting watering to one time per week.

iii) BAR: Mr. Kutac noted that there will be a summary of costs in BAR. He
discussed the amount of a potential bond issuance and noted that when the
application is prepared, that estimated costs will be updated and included in the
summary of costs. After the amount is finalized, the Board will approve the BAR.
Ms. Barzilla mentioned that she is being very conservative and will probably add
10% contingency for Change Orders. Ms. Lane recommends that as well. Ms. Lane
then reviewed the current bond costs. She believes the bond issuance will be
approximately $5 million and that includes everything.

Upon motion by Director Lucas, seconded by Director Almon and unanimously
carried, the Board approved the Engineering Report.



Financial Report:

a) Mr. Douthitt reviewed the December 11, 2025 Accounting Report and related
disbursements, including the Monthly Financials, Cash Activity Report,
Cash/Investment Activity Report, Monthly Tax Collection Report, Budget
Comparison, Check Register and wires, Budgets and other financial reporting.

Upon a motion by Director Lucas, seconded by Director Almon , the Board
approved the Accounting Report and the related disbursements and transfers as set
forth in the Accounting Report.

Executive Session: With regard to Item No. 8(d) of the posted agenda for the meeting,
upon motion by Director Lucas, seconded by Director Robison and unanimously carried,
the Board retired, along with Mr. Kutac to Executive Session at 5:24 p.m. David Tuckfield
of AL Law Group, who has been retained as litigation counsel to review recent WTCPUA
rate increases, joined the executive session by telephone to provide legal advice to the
Board. Following such Executive Session, upon motion by Director Robison, seconded by
Director Dally and unanimously carried, the Board reconvened in public session at 5:54
p.m. It was noted that no action was taken by the Board during Executive Session.

Upon motion by Director Robison, seconded by Director Almon and unanimously carried,
the Board authorized the filing of a civil lawsuit against the WTCPUA for breach of
contract.

Upon motion by Director Lucas, seconded by Director Dally and unanimously carried, the
Board authorized filing an appeal of the recent WTCPUA rate increase.

Administrative, Legal and New Business:

a) Director Election: Mr. Kutac reminded the Board that the Director Election will be
held May 2, 2026 and as required the election information is posted on the District’s
website. Director Dally and Director Lucas are up for re-election. The last day to
file an Application is February 13" The deadline for write-in candidates is
February 17, If no applications are received, the election can be canceled. The
deadline to cancel the election is February 20",

b) Holiday Gifts: Mr. Kutac reviewed the legal requirements related to holiday gifts
with the Board reminding them that they should only accept gifts with a value of
less than $50 per year. He added that Board members should not request or accept
services from any vendor for prices below market value. He noted that Board
members should contact him if they have any questions concerning gifts.

c) Law Enforcement Information Policy: The draft Policy is based on committee
recommendations. Mr. Kutac reviewed the policy provisions. Mr. Kutac noted that
considering Mr. Kelly is not in attendance to vote, the possibility of a tie would
result in the motion failing. Mr. Kutac mentioned that the Sheriff expressed
concerns about information that is sensitive or confidential becoming public.
Quarterly reports will be prepared by Ms. Wright with MOC. Those reports will
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d)

summarize the number of patrols, list of citations and other information Ms. Wright
considers relevant. Scheduling and patrol schedules are off limits. The Sheriff’s
office does not want past or present patrol schedules released. If a Director requests
information other than scheduling information, Ms. Wright will ask the Sheriff’s
Department if they are amendable to releasing that information. If so, she will
release the information. With respect to public information requests and
confidentiality, Mr. Kutac noted that the District would assert that its possession of
confidential information does not waive confidentiality and request and attorney
general opinion. Both districts are a party to the agreement with the Sheriff’s
Department. Having both districts as a party to the Sheriff’s Agreement could
present complications if one board provided directions that are in conflict with
another board, or attempted to unilaterally change the policy. Mr. Kutac stated that
he attempted to address this issue in the policy by requiring the Districts to agree
on any changes. The committee members who addressed this issue (Directors Lucas
and Kelly) are both okay with the proposed policy, but Director Kelly was not
present to vote. Director Lucas believes it lays out a plan to disseminate the
information that is acceptable to the Sheriff’s Department. He feels that the District
should trust MOC to provide the relevant data and protect the District. Director
Robison opposed the motion. Director Almon stated that he felt the policy could be
improved.

Director Lucas made a motion to approve the policy as presented, which motion
was seconded by Director Dally, and the motion failed by a vote of 2-2 with
Director Robison and Director Almon voting against.

Sales and Use Tax: Mr. Kutac explained that the District’s consultants have
compiled a list of all the commercial businesses in the District. That information
has been posted to the Google Drive. It was recently discovered that a number of
current commercial businesses were never added to the City of Dripping Springs’s
(“City”) sales taxpayer list so they have not been collecting sales tax for them from
the Comptroller’s Office. Mr. Kutac provided additional commercial customer
names to the City and asked them to add to their list and the Comptroller’s list. Mr.
Kutac is working with the City Attorney’s office on this matter. Mr. Kutac
mentioned that Hays County MUD No. 4 had a similar issue and it took a while to
get it corrected. The Finance Committee was notified of the issue. Director Lucas
asked if the District can collect past sales and use tax. Mr. Kutac replied that it is
his understanding that it may be possible. He reminded the Board that the
commercial Developer receives a percentage of the District’s share so if the District
receives a sales and use tax payment for previously unallocated taxes, a portion of
the payment will be due to the Developer. Mr. Kutac mentioned that one way to
avoid this issue is to adopt a policy providing that MOC will notify a designated
contact at the City and copy Mr. Kutac for each new connection or change in use.
Also, the District should be getting a list of commercial businesses paying sales tax
every month so the District can review the list to ensure all of the commercial
businesses are included. Mr. Kutac is asking for an annual or at least a periodic
audit. Per Mr. Wright, there is a strip mall and MOC may not be aware of some of
the tenants. MOC compiled a list of all of the commercial businesses from their
billing list. Mr. Douthitt also provided list of commercial businesses paying sales
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10.

1.

tax. Ms. Barzilla obtained addresses for all commercial businesses and that list was
sent it to the City.

€) A&M Landscape Grant: A resident of the District e-mailed MOC and Samantha
Bethke, President of HCWCID No. 2 regarding a Texas A&M Forest Service
landscape initiative grant. Ms. Bethke looked into it but it only provides for
fractional reimbursement of costs. Mr. Kutac confirmed this and stated that unless
the District is planning a large reforestation project, it does not appear that the
program will benefit the District.

f) HOA: It was reported that the HOA Manager e-mailed Ms. Wright and Ms. Bethke
about the possibility of acquiring some of the District’s land or open space. They
did not give specifics on their specific objective. Mr. Kutac noted his recollection
is that most of the conveyances to the District were dedications that restricted the
use of the property. Mr. Dally mentioned that the HOA has some ideas but they
are not sure how they will accomplish the ideas with their budget. Ms. Wright
responded to the HOA and let them know that it may be difficult to convey land
and if they have a specific request, they will need to present it to the Board.

g) Former Developer: Mr. Kutac mentioned that he was contacted by Mr. Eric Willis.
Mr. Willis was a previous developer of the District and was paying the property
taxes on the director lots over the years. The District acquired those properties by
eminent domain earlier this year and now owns them. Unfortunately, Hays County
sent Mr. Willis a tax bill. Even though Mr. Kutac told Hays County that the District
owns the land now, it is a hassle to get the property tax bill changed. Mr. Willis is
proposing to pay the taxes again if the Board directs Mr. Kutac to draft the
paperwork to aid him in obtaining the proceeds from the condemnation.

Upon motion by Director Lucas, seconded by Director Robison and unanimously
carried, the Board authorized Mr. Kutac to prepare the paperwork for Mr. Willis to

withdraw the condemnation fees.

Water Supply Agreements: No additional updates.

District Calendar and Schedule: The Board’s next meeting will be January 8, 2026.

Adjournment. Upon motion by Director Almon, seconded by Director Lucas and
unanimously carried, the Board adjourned until further call.






