RECORD OF PROCEEDINGS

MINUTES OF A REGULAR MEETING OF
THE BOARD OF DIRECTORS OF THE
PAINT BRUSH HILLS METROPOLITAN DISTRICT

. HELD
JANUARY 21, 2016

A Regular Meeting of the Board of Directors of the Paint Brush Hills Metropolitan District
. (referred to heveafter as “Board™) was held on Thursday, the 21* day of January, 2016, at 7:00
p.m. at the Paint Brush Hills Metropolitan District Office, 9830 Liberty Grove Drive, Falcon,
Colorado 80831. The meeting was open to the public.

ATTENDANCE Directors in Attendance Were:
Kim Griffin
Calvin Pollard
Floyd Roberts
John Bruszenski
Doug Burrer

Also in Attendance Were:

Jennifer Gruber Tanaka, Esq. and Casey Lekahal, Esq., White Bear
Ankele Tanaka & Waldron (via speakerphone)

Rick Goncalves, P.E., RG & Associates

Leon Gomes, District Manager

The names of the members of the public who were in attendance
appear on the attached Board Meeting Attendance form.

DISCLOSURE OF Disclosure of Potential Conflicts of Interest: The Board discussed

POTENTIAL the requirements pursuant to the Colorado Revised Statutes to
CONFLICTS OF disclose any potential conflicts of interest or potential breaches of
INTEREST fiduciary duty to the Board of Directors and to the Secretary of State.

Mr. Gomes noted that conflicts were filed for applicable Directors at
least 72 hours prior to the meeting. Mr. Gomes also noted that a
quorum was present and requested members of the Board to disclose
any potential conflicts of interest with regard to any matters scheduled
for discussion at this meeting. No further conflicts were noted.

ADMINISTRATIVE  Agenda: Mr. Gomes reviewed the proposed agenda for the District’s
MATTERS Regular Meeting.

Following discussion, upon motion duly made by Director Pollard,
seconded by Director Roberts and, upon vote, unanimously carried,
the Agenda was approved.
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Public Comment: There was no public comment.

Consent Agenda: The Board considered the following actions:

¢ Acknowledge Manager’s Report.

o Acknowledge Staff Report.

o Acknowledge Operations Report.

e Approve Minutes of the November 19, 2015 Regular Meeting.

e Adopt Resolution No. 2016-01-01: Amended and Restated
Resolution Establishing Guidelines for the Processing and
Collection of Delinquent Fees and Charges.

¢ Approve Special District Association of Colorado 2016
membership renewal.

o Ratify Termination of Independent Contractor Agreement
between DMC Sewer and Water Repair and the District.

o Ratify Independent Contractor Agreement for Excavation
Services between B & L Plumbing, Inc. and the District (1.07).

e Ratify Second Addendum to Independent Contractor
Agreement between Special District Management Services,
Inc. and the District (1.08).

e Ratify Fifth Addendum to Independent Contractor Agreement
between RG & Associates, Inc. and the District for Rate Study
(1.09).

e Adopt Resolution 2016-01-02: Resolution Designating the
District’s 24 Hour Posting Locations (1.10).

e Ratify the payment of claims for the period ending December
31,2015 as follows (1.11):

General Fund: $48,945.86
Debt Service Fund: 0.00
Enterprise Fund: $62,356.69
Total: $111,302.55

Upon motion duly made by Director Bruszenski, seconded by Director
Pollard and, upon vote, unanimously carried, the Board approved the
Consent Agenda.

Resolution 2016-01-03: Regarding Reimbursement of Mobile
Phone District Usage: Mr. Gomes presented Resolution 2016-01-03
Regarding Reimbursement of Mobile Phone District Usage. He noted
that a policy regarding reimbursement to employees for District use of
their personal mobile phones was recommended as a part of the 2014
Audit. Attorney Tanaka noted that the policy related to the proposed
resolution had be reviewed by the District’s Accountant.
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Following discussion, upon motion duly made by Director Bruszenski,
seconded by Director Roberts and, upon vote, unanimously carried,
the Board approved Resolution 2016-01-03 Regarding
Reimbursement of Mobile Phone District Usage.

FINANCIAL Claims: The Board considered the approval of the payment of claims

MATTERS for the period ending January 21, 2016 as follows:
General Fund: $14,711.55
Debt Service Fund: $0
Enterprise Fund: $45,285.37
Total Claims: $59,996.92

Mr. Gomes noted that Directors Burrer and Pollard had reviewed the
claims with him and had signed the check related to the claims being
presented.

Following review and discussion, upon motion duly made by Director
Griffin, seconded by Director Pollard and, upon vote, unanimously
carried, the Board approved the payment of claims for the period ending
January 21, 2016, as presented.

Financial Statements: Mr. Gomes reviewed with the Board the
unaudited financial statements of the District for the period ending
December 31,2015. He noted that, although he was presenting the year-
end 2015 financial statements, adjustments were expected to be made to
these statements as a result of 2015 financial transactions that may occur
in 2016.

Following discussion, upon motion duly made by Director Bruszenski,
seconded by Director Pollard and, upon vote, unanimously carried, the
Board accepted the unaudited financial statements of the District for the
period ending December 31, 2015.

Utility Billing System Project Committee Report and Purchase of
Utility Billing Software: Mr. Gomes reviewed with the Board the
Utility Billing System Committee (the “Committee”) Report (“Report™).
He reported that the Committee met twice. The Committee established
the selection criteria for the Utility Billing Software (“Software™),
requested, received, and reviewed proposals from three Software
vendors: Black Mountain Software (“BMS™). Caselle, and Continental
Utility Solutions, Inc. (“CUSI”). The Committee also viewed
presentations and Software demonstrations from BMS and CUSIL
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Caselle was not able to schedule a presentation and demonstration
during the Committee’s meeting scheduled for this purpose. Caselle did
a presentation at a later date that was attended by Ms. Riggs and Mr.
Gomes.

Mr. Gomes displayed the Software selection criteria matrix contained in
the Report that noted whether the vendors from whom proposals were
received met each of the eight criteria established by the Committee.
The Report noted that BMS failed to meet two of the criteria and was
questionable on one additional criteria; Caselle was questionable on two
of the criteria; and CUSI met all of the established criteria. The Report
also noted that BMS’'s first-year cost was $16,530 and annual
maintenance and support was $2,000; Caselle’s first-year cost was
$41,170 annual maintenance and support was $7,344: and CUSI’s first-
year cost was $15,050 and annual maintenance and support was $1,500.
The Report recommended the purchase of the Software from CUSL

Following discussion, upon motion duly made by Director Bruszenski,
seconded by Director Pollard and, upon vote, unanimously carried, the
Board approved the purchase of the Utility Billing Software as proposed
by Continental Utility Solutions, Inc. at the first-year cost of $15,050.

Accounting Services: Director Roberts asked Mr. Gomes if he had
discussed with Director Burrer Director Roberts’s desire to determine
whether the Board should consider taking the District’s Accounting
Services to another accountant and moving the Accounts Payable
responsibilities to District staff. Mr. Gomes stated that he had discussed
this matter with Director Burrer and requested that consideration of this
matter be postponed until after the Utility Billing Software was fully
implemented. Director Roberts noted his concern, that following the
District’s notification to Special District Management Services, Inc.
(“SDMS?) that it would remove Utility Billing from SDMS’s Scope of
Services, that SDMS would terminate its Accounting Services for the
District. Attorney Tanaka and Mr. Gomes both stated that they felt that
SDMS would continue providing Accounting Services to the District.
Mr. Gomes was directed to contact Lisa Johnson with SDMS to inform
her of the Board’s decision to remove Utility Billing from SDMS’s
Scope of Services following the implementation of the Utility Billing
Software in the District Office and further discuss with her the
possibility of having District staff perform the Account Payable tasks.

Ratification of Application for Micro Grant from the Colorado
Statewide Internet Portal Authority: Mr. Gomes reported that he had
recently become aware of the availability of a Micro Grant (“Grant™)
from the Colorado Statewide Internet Portal Authority (“SIPA™). He
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stated that the Grant is designed to fund small technology projects and
that his research determined many of the Grants have been awarded for
projects that increase customer access to District services. Mr. Gomes
reported that he submitted the grant application by the January 8, 2016
deadline in the amount of $4,000 which is equal to the cost of the
modules that allow customers access to their account balances and to
pay their bill online in one of the Utility Billing Software proposals.

Following discussion, upon motion duly made by Director Burrer,
seconded by Director Roberts and, upon vote, unanimously carried, the
Board ratified the submission of the Micro Grant Application to the
Colorado Statewide Internet Portal Authority in the amount of $4,000.

State of Colorado Energy/Mineral Impact Assistance Fund Grant:
Mr. Gomes noted that, during the July 16, 2015 Regular Meeting, he
had proposed applying for the Energy/Mineral Impact Assistance Fund
(“EIAF”) Grant (the “Grant”) in an amount equal to forty percent of the
cost of installation of 495 Electronic Read Transmitters (“ERT”). The
Board chose to defer the Grant Application to 2016. Mr. Gomes stated
that he has requested an updated proposal from National Meter &
Automation, Inc. for the cost of the ERTs. He noted that the Grant
Application deadlines are April 1, August 1, and December 1 and asked
for the Board direction on the timing of the Grant Application submittal.

Following discussion, the Board directed Mr. Gomes to prepare an
Energy/Mineral Impact Assistance Fund Application for Board
approval and submission by the April 1, 2016 deadline.

TABOR and 5.5% Revenue Limitations: Attorney Tanaka reported
that the District remains subject to the 5.5% Revenue Limitation and the
limitations imposed by TABOR. As a result, the District may not
receive any revenues generated by the District’s mill levy that exceeds
the prior year’s revenues plus 5.5%. Similarly. the District remains
subject to TABOR and thus is restrained by pre-TABOR revenue
limitations which may be as or more restrictive depending on the
circumstances. The combined effect of the limitations has impacted the
2016 General Fund Budget by approximately $26,000. The 2016 Mill
Levy Certification that was prepared by the District’s Accountant and
certified with the El Paso County Board of County Commissioners on
December 11, 2015 did not take the 5.5% limitation into consideration.
Therefore, in 2017, the District will be required to rebate to the District’s
property owners the taxes it collected in 2016 in excess of the limitations
through a Temporary Mill Levy Reduction. The limitations will
continue to be a challenge to the District.

Paint Brush Hills Metropoliian District 5 January 21, 2016 Regular Mecting Minutes

1.04



RECORD OF PROCEEDINGS

Attorney Tanaka stated that the District has the option to place a
question on the ballot to ask its eligible electors to exempt the District
from the 5.5% Limitation as well as TABOR. She recommended that
the Board consider conducting this election as part of the El Paso County
November 8, 2016 Coordinated Election.

The Board directed Attorney Tanaka to provide it with some proposed
ballot question language. They further agreed that a public education
program be implemented to inform the public on the impact of the
limitations on the District.

District Manager View-Only Access to Farmers State Bank
Accounts: Mr. Gomes requested that the Board authorize him view-
only access to the accounts the District holds at Farmers State Bank
(“FSB™). He noted that on several recent occasions, he has needed to
confirm the completion of various transactions with FSB but does not
have the authority of the Board to do so.

Following discussion, upon motion duly made by Director Bruszenski,
seconded by Director Pollard and, upon vote, unanimously carried, the
Board authorized Mr. Gomes to have view-only access to the accounts
it holds at Farmers State Bank.

Utility Billing OQutside Collection Fee: Mr. Gomes reported that he
has initiated a procedure whereby he attempts to personally collect the
past due balance required to prevent the shut-off of water service. He
noted that he has being doing this since October 2015. He asked the
Board if it would consider an Outside Collection Fee of $25.00 to offset
the cost of performing this service. Mr. Gomes noted that the District’s
operators are on-site and ready to turn off water service at the time of
the collection, and that the customer saves $100.00 in turn-off and turn-
on fees if the past due balance is collected at that time.

The Board directed Mr. Gomes to add the Outside Collection Fee of
$25.00 to the Schedule of Fees that will be considered at the February
18, 2016 Regular Meeting.

2016 Budget Priorities: Mr. Gomes presented a revised 2016 Budget
Priorities document to the Board. He reported that he and Directors
Burrer and Pollard met to discuss revisions to the 2016 Budget
Priorities.  Priority 1 had previously been the SCADA System
implementation. The SCADA System was moved to “Deferred” status.
The Office/Shop Building was moved from number 2 to number 1.
Several other priorities were deferred.
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Following discussion, upon motion duly made by Director Bruszenski,
seconded by Director Griffin and, upon vote, unanimously carried, the
Board approved the revisions to the 2016 Budget Priorities.

ENGINEER Engineer’s Report: Mr. Goncalves discussed his report with the Board.
MATTERS A copy of the report is attached hereto and incorporated herein by

reference. He also presented updated drawings for the Site Development
Plan to be presented to El Paso County Development Services for
review.

OTHER BUSINESS Mr. Gomes noted that he had been displaying the Agenda and documents

MATTERS related the Agenda on a TV monitor during the meeting. He stated that
the TV monitor belongs to him and used it for this meeting. He offered
the two-year old 557 Vizio LED 1080p Smart TV monitor to the District
at one-half the cost of a similar new one at the Falcon Wal-Mart store.
The similar new model is priced at $568.00 at Wal-Mart. He reviewed
the selling prices of similarly used TVs on E-Bay and noted that he
offering the TV monitor to the District at $284, below the asking prices
for similarly conditioned models.

The Board directed Mr. Gomes to include the purchase of the TV
monitor on the February 18, 2016 Regular Meeting Agenda for

consideration.
EXECUTIVE Pursuant to Sections 24-6-402(4)(b), (e) and (f), C.R.S., upon motion
SESSION duly made by Director Bruszenski, seconded by Director Griffin and,

upon affirmative vote of at least two-thirds of the quorum present, the
Board convened in Executive Session at 9:48 PM for the purpose of
negotiations with third parties, personnel matters and receiving legal
advice, as authorized by Sections 24-6-402(4)(b), (e) and (f), C.R.S.

Pursuant to Section 24-6-402(2)(d.5)(I1)(B), C.R.S., no record will be
kept of the remaining portion of this Executive Session that, in the
opinion of the District’s attorney, constitutes privileged attorney-client
communication pursuant to Section 24-6-402(4)(b), C.R.S.

The Board reconvened in regular session at 11:50 PM upon motion duly
made by Director Bruszenski, seconded by Director Roberts and, upon
vote, unanimously carried.
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PERSONNEL Employee Benefits and Compensation Committee Report and

MATTERS Recommendations: Mr. Gomes reviewed the Employee Benefits and
Compensation Comumittee Report and Recommendations with the
Board. The reviewed the employee retirement plan and PTO
recommendations.

Following discussion, upon motion duly made by Director Griffin,
seconded by Director Bruszenski and, upon vote, unanimously carried,
the Board approved the establishing a 457(b) Employee Retirement Plan
and authorized the deposit of a $1,500.00 per employee lump-sum
employer contribution; the revision of the Personal Time Off (“PTO”)
Policy to limit the employee accumulated PTO to the maximum of 160
hours at which time no additional PTO will be credited until the
accumulated PTO is reduced below the maximum accumulation; and the
granting of up to five (5) days of Management Days per calendar year to
exempt employees, the unused portion of which may not be carried over
from calendar year to calendar year.

ADJOURNMENT There being no further business to come before the Board at this time,
upon motion duly made by Director Bruszenski, seconded by Director
Griffin and, upon vote, unanimously carried, the meeting was adjourned.

Respectfully
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THESE MINUTES ARE APPROVED AS THE OFFICIAL JANUARY
21, 2016 MINUTES OF THE PAINT BRUSH HILLS
METROPOLITAN DISTRICT BY THE BOARD OF DIRECTORS

SIGNING BELOW: :
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Attorney Statement

Regarding Privileged Attorney-Client Communication

Pursuant to- §24-6-402(2)(d.5)(IN)(B), C.R.S., 1 attest that, in my capacity as the attorney
representing the Paint Brush Hills Metropolitan District, I attended the executive session on
January 21, 2016 for the sole purposes of conferencing with the District’s legal counsel for the
purposes of receiving legal advice on specific legal questions, for discussing matters subject to
negotiation and personnel matters, as authorized by §§24-6-402(b), (e), and (f), C.R.S. I further
attest that it is my opinion that all or a portion of the executive session discussion constituted
attorney-client privileged communication as provided by §24-6-402(4)(b), C.R.S., and, based on
that opinion, no further record, written or electronic, was kept or required to be kept pursuant to
§24-6-402(2)(d.5)(IT)(B), C.R.S.

[Lanaka, Esq.

etropolitan District
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