CASCADE METROPOLITAN DISTRICT NO. 1
NOTICE OF REGULAR MEETING
Cascade Fire Station
8015 Severy Road Cascade, Colorado
Tuesday, March 22, 2016

5:30P.M.
Board of Directors
Mike Whittemore, President Term Expires May 2016
Mike Herr, Secretary/Treasurer Term Expires May 2016
Troy Eason, Assistant Secretary Term Expires May 2018
Stephen Spaulding, Assistant Secretary Term Expires May 2018
Susan Soloyanis, Assistant Secretary Term Expires May 2016
AGENDA

1. Call to Order

2. Declaration of Quorum/Director Qualifications/Reaffirmation of Disclosures

3. Approval of Agenda

4. Public Comment (Items Not on the Agenda Only. Comments limited to 3 minutes per person and taken in
Order In Which They Appear on Sign-Up Sheet)

5. Correspondence (Board Responses to Community Correspondence Received Outside of the Board Meeting.
Board will recite the questions or comments received and provide a verbal response which will be recorded in
the minutes. No public comment will be taken during this time)

6. Consent Agenda Items (These items are considered to be routine and will be approved by one motion.
There will be no separate discussion of these items unless requested, in which event, the item will be

removed from the Consent Agenda and considered in the Regular Agenda)
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Acknowledge Operations Report (under separate cover)

a.
b. Acknowledge Manager’s Report (enclosure)
¢. Approval of Board Meeting Minutes from the February 23, 2016 Meeting(enclosure)
d. Approval of Payables for the Period Ending March 21, 2016 (enclosure) in the amount of:
General Fund: $ 40,044.68
Capital Projects Fund: $ 6,429.42
Grant Capital Projects Fund: $ 0.00
Debt Service Fund.: $ 23.512.42
Total $ 69,986.54

Acceptance of Unaudited Financial Statements as February 20, 2016, the schedule of cash
position updated as of February 29, 2016 and bank statements (enclosure)

Approval of Requisition No. 10 to UMB Bank, as Trustee, for payment of Working
Capital Project funds from Water Enterprise Revenue Refunding and Improvement Bonds,
Series 2015A and 2015 B (enclosure)

g. Ratify approval of Infrastructure Construction and Conveyance Agreement with Pyramid

Mountain Properties, LLC, dated March 11, 2016 (enclosure)
Ratify Waiver of Conflicts of Interest for Spencer Fane for Foreclosure Services

(enclosure)



i. Ratify Addendum No. 1 to System Inventory and Assessment Study (provided earlier
under separate cover)

7. Consideration of items removed from Consent Agenda

8. Management Matters

a. CSU report update - Update Regarding Submittal of Addendum No. 1 to System Inventory
and Assessment Study for CSU Water System Conversion and Overall Project

b. Update on progress toward backflow installations. Discussion and Consideration of fees and
charges for noncompliance (to be included in Resolution No. 2016-03-01, below).

c. Review Engineer's Recommendation for Adjustments in District Tap Fees and Consider
Adoption of Resolution No. 2016-03-01: Conceming the Imposition of Various Fees, Rates,
Penalties and Charges for Water Services and Facilities (enclosure)

d. Discuss Water Tank Insurance Claim

e. Update on District’s Request for Additional DOLA Grant Funds

f. Update on Engagement of Operator for Backup On-Call Services

9. Operations Matters

10. Financial Matters

11. Legal Matters
a. Update on May 3, 2016 Director Election

12. Executive Session (§§ 24-6-402(4)(b) and (e), C.R.S.)
a. Update on Potential Litigation Against Former Auditor
b. Update on Foreclosure Matter

13. Other Business
a. Next Meeting—April 26, 2016 at 5:30PM

14. Adjournment
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Cascade Metropolitan District No. 1

March 22, 2016 Board meeting
Agenda Item 6.b

Manager’s Report

Enclosure



SCHOOLER & ASSOCIATES, INC.

Development Consultants
Special District Management

.+_ B s atd

Cascade Metropolitan District No. 1
Manager’s Report
March 15, 2016

1. Billing

Meters were read on March 1.
85% of the statements were mailed on March 8. Remainder completed by March
15. The late mailed statements were due to ongoing audits of accounts that were
impacted by the misreadings in the fall. This effort is being done by Schooler &
Associates, Inc. expense.
Bill pay address issues have been resolved.
Collections
e Schooler is overhauling the collections processes and letter with the
assistance of District Counsel
o Assistance will include new written communications as well as training on
follow-up phone collections and in person contact.

2. Other management actions

Backflow preventer issues will have passed the deadline. A number of issues
with older buildings have come forward and interpretations of the State and City
codes have been requested. A formal report will be prepared for the March 22
Board meeting.

El Paso County has completed purchase of two properties for flood damages in
the District. One was a customer, the other had service on a well. The process to
potentially modify the billing for properties that are not buildable will be
discussed at the March 22 meeting.

Leak Adjustment communication. Not yet approved

Supported effort on the part of GMS to apply for a further grant by the April 1
deadiine

Coordinated switching over the employees to hourly schedules. The first bi-
weekly paycheck will be paid on March 18.

Continued meeting and phone conversation on the Itron software adjustments.
Target is to have completed software upgrades by April 1 read date.

Continued overhaul of website with announcements on first page and
rearrangement of documents and more uniform retrieval process

Reviewed initial management and monitoring planning elements with operations
staff. Reviewed State requirements and standard operating precedures. plan for
Followed up on preliminary recommendation that at C license no longer be
required by the District and have not received a date certain for that acceptance.

20 Boulder Crescent St., Suite 200 Colorado Springs, CO 80903
(719) 447-1777 www.SchoolerAnd Associates.com
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e Contacted contractors for continuing effort to bring additional backup to
emergency contract work

3. Customer service
e Primarily issues related to backflow issues and minimal billing questions and

issues
e Did not regularly complete and distribute weekly task list per Board
recommendation. Will reinstitute this practice.

4. Accounting and bookkeeping
e Completed account application at HD Supply.

5. Operations support
e Reviewed possible work items including update the meter/ERT audit over several

weeks of the summer
Gave a list of meters to visually check for Itron accuracy

Discussed large meter replacement

January Bought, sold, loss report

Loss calculations (in gallons)
Billed Remote Operator
access
Total water purchased
2,290,376 2,29,0376 2,282,148
Total water sold
1,649,071 1.,649.071 1,649,071
Lost
486,594 470,075 217,348
% loss 28% 28% 28%
20 Boulder Crescent St., Suite 200 Colorado Springs, CO 80903
(719) 447-1777 www.SchoolerAndAssociates.com
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Cascade Metropolitan District No. 1

March 22, 2016 Board meeting
Agenda Item 6.c

Minutes of Board Meeting February 23, 2016

Enclosure



MINUTES OF A REGULAR MEETING OF
THE BOARD OF DIRECTORS OF THE
CASCADE METROPOLITAN DISTRICT NO. 1
HELD FEBRUARY 23, 2016

A regular meeting of the Board of Directors of the Cascade Metropolitan District No. 1 (the
“Board”) was duly held on Tuesday, the 23" day of February, 2016, at 5:30 p.m., at the Cascade
Fire Station, 8015 Severy Road, Cascade, Colorado. The meeting was open to the public.

Directors in Attendance Were:
Mike Whittemore
Mike Herr
Troy Eason
Stephen Spaulding
Susan Soloyanis

Also in Attendance Were:
Jennifer Gruber Tanaka, Esq., White Bear Ankele Tanaka & Waldron, Attorneys at Law

Kevin Walker, Schooler and Associates, Inc. Metro District Management
Brenda Quinones, Schooler and Associates, Inc. Metro District Management
Duane Schorman, Cascade Water District Operator

Andre Kilik, Cascade Water District Operator

Members of the Public; see attached list

1. Call to Order: The meeting was called to Order by President Mike Whittemore at 5:34
PM.

2. Declaration of Quorum/Director Qualifications/Reaffirmation of Disclosures: The
Board discussed the requirements pursuant to Colorado law to disclose any potential or
existing conflicts of interest to the Board of Directors and to the Secretary of State. Ms.
Tanaka reported that disclosures for those directors with potential or existing conflicts of
interest were filed with the Secretary of State’s Office and the Board at least 72 hours
prior to the meeting, in accordance with Colorado law, and those disclosures were
acknowledged by the Board. Ms. Tanaka noted that a quorum was present and inquired
into whether members of the Board had any additional disclosures of potential conflicts
of interest with regard to any matters scheduled for discussion at this meeting. No

additional disclosures were noted.

3. Approval of Agenda: Director Spaulding requested that a new item be added under
Management Matters as new item D. Water Meters to discuss water meters at the Fire
Department. Motion to approve the agenda as amended by Director Spaulding; second
by Director Herr. Motion passed unanimously.
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Public Comment:
a. Mr. Borden inquired into whether a meter had been installed for the Pikes Peak

Highway customer. The Board confirmed that the meter had been installed.

b. Mr. Bordon asked if water usage had gone down since the large leaks in the fall
have been repaired. Mr. Kilik noted that they have noticed a decrease. Mr.
Walker reported last month (January 1 to January 31, 2016) there was a 23 to 24%
loss which has been consistent with recent readings. It was noted that the District
has had a couple of small leaks this past month, so that could have contributed.
Mr. Kilik reported that the valve at Highway 24 remains open during the winter to
keep the line from freezing which may also be contributing to the winter water
loss.

¢. Mr. Borden requested a status update on the legal action against the auditor. Ms.
Tanaka advised that written communication had been sent regarding possible
recovery from the auditor; the deadline for them to respond is end of the month
and a more timely report could be reported at that time. Ms. Tanaka will provide
an update at the March, 2016 meeting.

4. Correspondence: Nothing to report by Manager

5. Consent Agenda Items:
a. Acknowledge Operations Report
b. Acknowledge Manager’s Report
i. Director Herr requested clarification on why there is a difference on the
chart for the January bought/sold/loss report.

1. Mr. Walker reported that one amount is from the CSU bill; the
other amount is from the website. The operator readings were also
provided. Mr. Kilik reports the readings on daily sheets and will
extend to the 31% of the next month, but it could be off a little
depending upon how the days fall each month. Director Soloyanis
asked why the difference is so significant (250,000 gallons). Mr.
Walker will review previous months to examine more closely. It
was also noted that the District can get on CSU’s website to
request daily readings so that the report reflects the readings for the
same periods of time so that it can be more accurately tracked.
The Board requested closer examination of these amounts to
resolve the differences in reporting and bring the criteria closer so
that everyone is reviewing the same data for the same time period.

c. Approval of Board Meeting Minutes from 1/26/2016 Meeting: Director Spaulding
noted two typographical corrections. Modify No. 3 to remove the comma from
$627,17 and replace it with a period so that it is $627.17 and No. 9 change shut of

to shut off.
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d. Approval of Payables for the Period Ending 2/22/2016 in the amount of
General Fund: $50,317.32
Capital Projects Fund:$  825.00
Grant Projects Fund: $ 0.00
Debt Service Fund:  $23.512.44
Total $74,654.76

e. Acceptance of unaudited financial statements as of January 31, 2016, the schedule
of cash position updates as of January 31, 2016, and bank statements

f. Approval of Requisition No. 9 to UMB Bank, as Trustee, for payment of Working
Capital Project funds from Water Enterprise Revenue Refunding and
Improvement Bonds, Series 2015A and 2015B in the amount of $825

g. Ratify approval of Fourth Addendum Independent Contractors Agreement with
GMS, Inc., Consulting Engineers of General Engineering Services

h. Ratify approval of Fifth Addendum Independent Contractors Agreement with
GMS Inc., Consulting Engineers for General Engineering Services

i. Approval of Extension of Deadline for Improvements Required Report from CSU
under Settlement Agreement Due to Additional Information Requested by CSU
on Water Tank

j- Approval of 2015 Annual Report to El Paso County

Motion to approve the Consent Agenda was made by Director Herr; second by Director
Soloyanis. Motion passed unanimously.

6. Consideration of items removed from Consent Agenda: Nothing

7. Management Matters:
a. CSU Report Update: Director Soloyanis reported on the status of the discussions
with CSU regarding the additional study regarding the need for the storage tank.
She reported that the three options include:

i. Replacing tank where it is (approximately $400,000)

ii. Replacing tank in a better location to help with fire flow (approximately
$1,000,000 with the additional cost due to new lines that would be
necessary)

iii. Tie into auxiliary line that CSU has that is very close to Aspen Glow
(approximately $300,000)

Further discussion on option 3 occurred. Director Soloyanis noted that CSU
has adequate storage and that the tie in would be a viable option as a
redundant line and would allow improvements to the current system to meet
recommendations for fire flows to hydrants. It was noted that it would be
easier to tie into this system due to its proximity. Overall, the total cost
estimate for all recommended improvements by GMS is $4.5 Million, which
includes a 15% contingency. The improvements are subject to CSU
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approval pursuant to the Settlement Agreement. Director Soloyanis
reported that she continues to see evidence that CSU is willing to help the
District to keep the overall cost as low as possible. She noted that GMS
suggested the District request an increase in the DOLA grant but this would
need to be done by the April 1% deadline. It is possible that a new submittal
will not be required and that a suunmary letter may suffice. Director Herr
requested clarification on maintenance costs for the water tank. Director
Soloyanis stated that the maintenance costs are included in the report
addendum, that the addenndum is almost complete and will be provided to
CSU by the March 19 deadline. She also noted that the costs included the
demolition of the existing tank if necessary.

Mr, Kilik reported that some citizens are concerned that they will lose a fire
hydrant in their area increasing their fire risks. Director Soloyanis noted that
the fire pressures were a high priority and that they were projected to be
higher in every location and that a table of those projections was in the
report.

b. Review/discuss Water Storage Tank Inspection Requirements and Consider
Approval of Written Plan for Compliance: Mr. Walker provided an overview of
the plan which is required to be put into place by April 1 by the Colorado
Department of Public Health & Environment. The plan is required to be
developed for every storage tank owner, requires a comprehensive inspection
every 5 years and quarterly inspections each year. The District has the advantage
of having completed two comprehensive inspections of the water tank in the past
year as part of the CSU study. The inspection conducted by Marine Diving
Solutions included a recommendation that the District install a new vent cover for
the tank and other items to address OSHA concerns. The proposal for the new
vent cover from MDS is $5,200. Mr. Walker reported that he will obtain other
bids for the screen for the Board to consider. The Board noted that this shold be
completed within the next 60-90 days. Mr. Walker reported that the format of the
plan was what was suggested by the State and is on file at his office.

¢. Consider Approval of Proposal from GMS, Inc., Consulting Engineers for Tap
Fee Analysis Services and Approval of Sixth Addendum to Independent
Contractor Agreement with GMS, Inc. Consulting Engineers for same: Ms.
Tanaka provided an overview of the services to be provided by GMS with the
result being a recommendation for the tap fees imposed by the District for a
contract amount not-to-exceed $5,000. Motion to approve proposal from GMS,
Inc. was made by Director Spaulding; second by Director Soloyanis. Motion
passed unanimously.

d. Backflow Installation Report: Mr. Walker reported that 6 or 7 people have
responded and reminder letters were sent with a deadline of 3/15/2016.
Enforcement activities could include a fine imposed upon the owner or turn off
the water. The number of phone calls have increased as the date has gotten
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closer. There have been two completed forms returned and Mr. Walker is
working with a number of unique situations including Santa’s Workshop. CSU is
extending their activities to the end of the year due to possible changes to code or
standards. District’s commitment to CSU was clarified by Director Whittemore
and Ms. Tanaka and is not expected to be an issue; the deadline of 3/15 was self-
imposed. Mr. Walker will update the Board on the status at the next Board
meeting with recommended actions.

e. Fire District Water Meters: Director Spaulding requested clarification on the
meters at the Volunteer Fire District. Director Whittemore explained that there
are three accounts for the Fire District. It noted that one building is metered and
billed monthly and the other building has a meter installed but it is not read or
billed and has minimal use as there is one toilet and an ice maker. The third
account is for the fire hydrant which is used for flushing and testing purposes and
this is unmetered. Mr. Schorman reported that the District previously agreed to
provide this water at no cost to the Fire District. Director Soloyanis noted that
CSU will require that all structures receiving service be on a meter and billed
accordingly and she suggested a written agreement be put into place for the
arrangement. She also noted that she will follow up with GMS on this matter to
ensure it is properly reflected in the report to CSU. Director Whittemore asked if
there is a meter pit for the meter for the building; Mr. Schorman stated there is
not. Mr. Walker mentioned the grant fund revenues could pay for it.

8. Operations Matters:

a. Report on CRWA Conference provided by Cascade Water District Operators
Schorman and Kilik. Mr. Schorman and Mr. Kilik advised the Board that they
learned a great deal at the conference and they believe it was very worthwhile.

b. Mr. Walker and Ms. Tanaka provided an update on the delinquent account located
at 7850 Gardiner Road. They reported that they advised the owner that the water
will be turned on when the account is brought current and paid in full. Ms.
Tanaka provided an update on the efforts to contact the mortgage company in
order to forego foreclosure proceedings but that had been unsuccessful and the
process to serve them with the foreclosure complaint has been started.

c. Mr. Kilik discussed the need for more framing and plywood at the Emporia pump
house and noted that the estimated expense may be up to $1,000 for an emergency
repair. Mr. Walker reported he had made a claim and scheduled an appointment
for the adjuster to examine the issue and determine if a claim can be submitted.
Mr. Kilik mentioned that he would like to meet with the adjuster to show them the
flashing that is damaged. Mr. Walker will coordinate the appointment with Mr.
Kilik, Ms, Tanaka noted that the Board previously approved the purchase of the
materials for the repairs and directed staff to have the repairs completed as soon
as possible. Mr. Kilik noted that it will likely need to be April before the repairs
are completed due to the weather.
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d. Mr. Kilik advised the Board that he is creating a binder to document all main
breaks and repairs for reporting purposes.

9. Financial Matters: Nothing to report.
10. Legal Matters: Nothing to report.

11. Executive Session (§§24-6-402 (4)(b), (e) and (f), C.R.S.): Pursuant to Sections 24-6-
402(4)(b), (e) and (f), C.R.S., upon motion duly made by Director Soloyanis; seconded
by Director Spaulding and, upon unanimous vote the Board convened in Executive
Session at 6:53 p.m. for the purpose of discussing matters subject to negotiation with
third parties, personnel matters and for seeking legal advice.

Pursuant to Section 24-6-402(2)(d.5)(II)(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.RS.

The Board reconvened in regular session at 7:34 p.m.

12. Other Business: Next meeting date is scheduled on March 22, 2016 at 5:30 p.m.

Fitzgerald Property: Mr. Walker reported that the County is acquiring this property along
with two other properties.

13. Adjournment: Moved by Director Spaulding, seconded by Director Eason to adjourn the
meeting. Motion passed unanimously. Meeting adjourned at 7:40 PM

Respectfully submitted,

By:

Secretary for the Meeting

THESE MINUTES ARE APPROVED AS THE OFFICIAL FEBRUARY 23, 2016, MINUTES
OF THE CASCADE METROPOLITAN DISTRICT NO. 1 BY THE BOARD OF DIRECTORS

SIGNING BELOW:

Mike Whittemore

Mike Herr
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Troy Eason

Stephen Spaulding

Susan Soloyanis

Attorney Statement

Regarding Privileged Attorney-Client Communication

Pursuant to § 24-6-402(2)(d.5)(IN)(B), C.R.S., I attest that, in my capacity as the atforney
representing the Cascade Metropolitan District No. 1, I attended the executive session on
February 23, 2016, for the sole purposes of conferencing with the Districts’ legal counsel for the
purposes of receiving legal advice on specific legal questions, for discussing matters subject to
negotiation and for discussing personnel matters, all as authorized by §§ 24-6-402(4)(b), (¢) and
(), C.R.S. 1 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)(I1)(B), C.R.S.

Jennifer Gruber Tanaka, Esq.
General Counsel
Cascade Metropolitan District No 1
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Cascade Metropolitan District No. 1

March 22, 2016 Board meeting
Agenda Item 6.d

Payable Spreadsheet

Enclosure
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Cascade Metropolitan District No. 1

March 22, 2016 Board meeting
Agenda Item 6.e

Unaudited Financial Statements as of February 29, 2016

Enclosure



5:57 PM Cascade Metropolitan District No. 1

03/15/16 Balance Sheet
Accrual Basls As of February 29, 2016
Feb 29, 16
ASSETS
Current Assots
Checking/Savings
1285 Checking 36.681.59
2002 Savings 41,847.50
2-1050 - UMB Interest 143222.1 94,136.11
2-1055 - UMB Reserve 143222.3 368,215.56
3-1040 - UMB Project 143222.5 2,962,131.72
Total Checking/Savings 3,503,012.48
Accounts Recelvable
1-1200 - Accounts Recelvable 46,818.51
1-1210 - Allowance for Doubtful Accounts -19,000.00
Total Accounts Receivable 27.818.51
Total Current Assets 3,530,830.99
Fixed Assets
3-1310 - Improvements 1,203,844.00
3-1320 - Water Distribution System 300,000.00
3-1400 - Accumulated Depreciation -332,431.00
Total Fixed Assets 1,171,413.00
TOTAL ASSETS 4,702,243.99
LIABILITIES & EQUITY
Liabilitles
Current Liabilities
Accounts Payable
20000 - Accounts Payable 237.50
Total Accounts Payable B 22.50
Total Current Liabilities 237.50
Long Term Liabilities
Bonds Payable 2015A 3,500,000.00
Bonds Payable 20158 1,500,000.00
2-2500 - Premium on Bonds 46,657.00
2-2510 - Amoritzation on Bond Premium -11,250.00
Total Long Term Liabilities 5,035,407.00
Total Liabilities 5,035,644.50
Equity
3-3200 - Invested in Capital Assets 1,171,413.00
30000 - Opening Balance Equity -180,464.08
32000 - Retained Earnings -1,275,383.32
Net Income -48,966.11
Total Equity -333,400.51
TOTAL LIABILITIES & EQUITY 4,702,243.99
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PROJECT REQUISITION FORM

REQUISITION NO. 10
To:  UMB Bank, National Association, Corporate Trust & Escrow Services

The undersigned Authorized Representative (the “Authorized Representative”) of Cascade
Metropolitan District No. 1 (the “District™), acting by and through its Water Activity Enterprise
(the “Issuer”), hereby requisitions from the Project Fund created by the hereinafter defined
Indenture, the following sum from UMB Bank, National Association (the “Trustee”), and in
connection with such request, certifies as follows:

Amount:
1. White, Bear, Ankele Tanaka and Waldron $ 150.00
2. Meyer & Sams, Inc. $ 6.279.42

TOTAL:§ 6,429.42

Name and Payment Instructions of Payee:

a) White Bear Ankele Tanaka & Waldron

(a) Amount: $150.00
(b) Payment Wire Instructions

b) Meyer & Sams, Inc.
()  Amount: $ 6,279.42

(b) Payment Wire Instructions:

Bank Name:
ABA

F/B/O:
Bank Contact:
Address
Bank Phone:
Bank Contact Direct Phone Line:




Originator to Beneficiary: Cascade Metropolitan District No. 1

The Issuer further certifies that:

(a) The obligation described above has been properly incurred by the Issuer,
is a proper Project Cost under the Indenture dated as of May 1, 2015 by and between
the Issuer and the Trustee (the “Indenture™) and has not been the basis of any

previous withdrawal or requisition;

(b) All conditions required by the Indenture to be met prior to the
disbursement of the above amount have been satisfied; and

(c) No Event of Default under the Indenture has occurred and is continuing.

Attached hereto is a current completed report in the form of Schedule I, identifying
the amounts paid and payable with respect to the Project Costs.

CASCADE METROPOLITAN DISTRICT NO. 1

Date: March 22, 2016 By:
Authorized Representative of the Board of

the District

APPROVED:

WHITE BEAR ANKELE TANAKA & WALDRON, as District General Counsel

By:

Authorized Representative
Name: Jennifer Gruber Tanaka
Title: Shareholder

Schooler & Associates, Inc., as District Accountant

By:

Authorized Representative
Name: Lori VonFeldt
Title: Chief Operating Officer




Cascade Metropolitan District No. 1

March 22, 2016 Board meeting
Agenda Item 6.g

Infrastructure Construction and Conveyance Agreement
with Pyramid Properties

Enclosure



INFRASTRUCTURE CONSTRUCTION AND CONVEYANCE AGREEMENT
(Pyramid Mountain Properties)

THIS INFRASTRUCTURE CONSTRUCTION AND CONVEYANCE AGREEMENT
(the “Agreement”) is made and entered into as of the 11% day of March 2016, by and between
the CASCADE METROPOLITAN DISTRICT NO. 1, a quasi-municipal corporation and a
political subdivision of the State of Colorado (the “District”), and PYRAMID MOUNTAIN
PROPERTIES, LLC a Colorado limited liability company, and its affiliates, successors or
assigns (the “Developer™). The District and Developer are individually referred to herein from
time to time as a “Party” and collectively referred to herein as the “Parties.”

RECITALS

WHEREAS, the District was organized pursuant to the provisions of Title 32, Colorado
Revised Statutes to provide certain public facilities, appurtenances, and improvements within and
without its boundaries; and

WHEREAS, the District has authority to acquire, construct, install, complete, operate and
maintain certain public improvements in order to carry out the objectives and purposes of the
District; and

WHEREAS, pursuant to § 32-1-1001(1)d)(D), C.R.S., the District is permitted to enter into
contracts and agreements affecting the affairs of the District; and

WHEREAS, the Developer owns certain property outside of and adjacent to the boundaries
of the District which it intends to develop for single-family residential homes; and

WHEREAS, the Developer may cause to be constructed certain water improvements (the
“Improvements”) necessary to provide potable water service to property located in El Paso County,
Colorado, and commonly referred to as Pyramid Mountain, as more particularly described in
Exhibit A, attached hereto and incorporated herein by this reference (the “Property™), anticipating
that the District will accept such Improvements from the Developer; and

WHEREAS, the District provides potable water service to its customers and the Developer
desires to receive water service from the District for the Property; and

WHEREAS, the Board of Directors of the District (the “Board”) has determined that the
best interests of the District and its residents and property owners would be served by the District’s
acceptance of Improvements from the Developer; and

WHEREAS, the District and the Developer desire to set forth procedures for the
construction and acceptance of the Improvements under this Agreement; and



WHEREAS, the Board has authorized its officers to execute this Agreement and to take
all other actions necessary and desirable to effectuate the purposes of this Agreement.

NOW, THEREFORE, in consideration of the mutual covenants and promises expressed
herein, the Parties hereby agree as follows:

COVENANTS AND AGREEMENTS

1. Purpose and Application of Agreement and System Ovwmership by Colorado
Springs Utilities.

a. Purpose of Agreement. The Developer agrees to cause the Improvements
to be designed, constructed and completed in accordance with the terms and conditions
set forth herein. This Agreement is necessary and appropriate to facilitate the design and
construction of the Improvements in accordance with the District’s Rules and
Regulations and the standards and specifications required by Colorado Springs Utilities,
who the District intends to ultimately take over the ownership, operation and
maintenance of the District’s water system. Accordingly, the District has determined that
this Agreement serves a public use and is in furtherance of the District’s purposes.

The Parties agree that this Agreement sets forth the procedures by which the
District shall accept Improvements from the Developer or other appropriate entity, and by
which the Developer or other entities will be authorized to design and construct the
Improvements to be accepted by the District. This Agreement is specifically limited to
water system improvements only and shall not apply to any other improvements which
may otherwise be considered public in nature.

b. System Ownership by Colorado Springs Utilities. The Developer hereby
understands and acknowledges that the District is a party to a Settlement Agreement by,
between and among the District, Colorado Springs Utilities and other parties, dated
March 2015, as it relates, inter alia, to the provision of water to the District and the
ultimate conversion of the District’s water system to a water system that may be owned,
operated and maintained by Colorado Springs Utilities. Further, the District is subject to
an Agreement for Short-Term Water Service with Colorado Springs Utilities, dated April
1, 2015, pursuant to which the District currently receives treated water. The Parties
hereby expressly agree that the terms of this Agreement and all Improvements designed
and constructed by the Developer shall meet the requirements set forth in the Settlement
Agreement and the Agreement for Short Term Water Service, in addition to all other
rules and regulations, policies, standards and specifications adopted and/or enacted by the
District, Colorado Springs Utilities and other governmental entities with jurisdiction.
Further, the District hereby provides notice to the Developer and the Developer hereby
acknowledges and agrees that, pursuant to the Settlement Agreement, the District
anticipates pursuing a conversion of the District’s water system for eventual ownership,
operation and maintenance of the water system by Colorado Springs Utilities, which
conversion, if successful and complete, is anticipated to occur within five (5) years of the
date of this Agreement. The Parties further understand that conversion of the District’s




water system may occur in less than five (5) years. In the event the District’s conversion
of the water system is complete and accepted by Colorado Springs Utilities prior to the
completion of the Improvements and prior to the acceptance of the Improvements by the
District, this Agreement shall automatically terminate and the District shall have no
obligation to accept the Improvements. In such instance, the Developer will be required
to convey the Improvements directly to Colorado Springs Utilities pursuant to the rules
and regulations promulgated by Colorado Springs Utilities.

2. Final Design of Improvements. The Parties hereto understand that the
information contained herein regarding the Improvements is a preliminary outline of the
Improvements which are anticipated to be designed and constructed under this Agreement and
that complete final design of the Improvements are and shall be the responsibility of the
Developer to finalize and receive final approval of the District prior to commencing with

construction.

3. Construction. The Developer agrees to cause the Improvements to be designed,
constructed and completed in substantial conformance with the Rules and Regulations of the
District, as may be adopted and amended from time to time, as well as the design standards and
specifications as established and in use by the District and other appropriate jurisdictions,
specifically including, but not limited to, Colorado Springs Ultilities, and as approved by a
professional engineer licensed in the State of Colorado and designated by the Board to review
the plans and specifications for the Improvements.

Prior to commencing construction of the Improvements approved by the District, a pre-
construction conference must be conducted between the District’s staff, specifically including the
District’s engineer, and the Developer representatives. All construction of Improvements to be
owned by the District must be accomplished under inspection and approval of the District’s

engineer or staff.

4. Cost_of Design and Construction. The Developer shall be responsible for the
payment of all fees and costs associated with designing and constructing the Improvements
which may be modified by the District from time to time to meet the District’s needs and
requirements based on the advice of the District’s engineer. At no time shall the District be
responsible for any costs or fees associated with the design or construction of the Improvements.

5. Improvement Acceptance Procedures.
a. Application for Acceptance — Completed Improvements.  Upon

completion of the Improvements (or portion thereof which, in the reasonable opinion of
the District based upon advice from its engineers and legal counsel, constitutes a discrete
subsystem or component of a larger improvement or structure that may be separately
acquired), the Developer shall submit the following materials in form and substance
reasonably satisfactory to the District:

(1) A description of the Improvements to be accepted by the District.



(2) Copies of all invoices, statements and evidence of payment
thereof, including lien waivers from suppliers and subcontractors.

3 Evidence that any and all real property interests necessary to permit
the District’s use and occupancy of the Improvements, have been granted.

(4) A complete set of electronic “as-built” drawings of the
Improvements which are certified by a professional engineer registered in the
State of Colorado showing accurate size and location of all Improvements in
AutoCAD format and any other format requested by Colorado Springs Utilities.
Such drawings shall be in form and content reasonably acceptable to the District
and Colorado Springs Utilities. Where Improvements are being acquired as
discrete subsystems or components, this requirement may be satisfied upon final
completion of the Improvement of which the subsystem or component is a part.

(5) A form Bill of Sale or other instrument of conveyance (in form and
substance acceptable to the District in its reasonable discretion) by which the
Improvements (or component part or subsystem) are conveyed to the District.

(6) Assignment of any and all warranties with respect to the
Improvements or any components thereof.

(7) Any and all operation and maintenance manuals for the
Improvements and any components thereof.

(8) Such additional information as the District may reasonably require.

b. District Review_and Certification Procedures. Following receipt of the
materials described in Paragraph 5.a., above, the District’s engineer or other appropriate
design professional shall inspect the Improvements for compliance with applicable design
and construction standards and shall issue an Engineer’s Certification in form and
substance reasonably acceptable to the District stating that the Improvements are fit for
their intended purpose and that they {or their individual components and/or subsystems, if
applicable) were constructed using the appropriate and required quantities. In the event
the District’s engineer or other appropriate design professional reasonably determines
that corrective work must be completed before the Engineer’s Certificate can be issued,
the Developer shall promptly be given written notice thereof and an opportunity to
dispute and/or complete such corrective work. Upon completion of any and all corrective
work to the District engineer’s full and complete satisfaction, the Engineer’s Certificate
shall thereafter be issued. Subject to the receipt of a satisfactory Engineer’s Certificate
and satisfaction of any other conditions reasonably required by the District, the District
shall evidence its intention to accept the Improvements by issuing an “Acceptance Letter.”
The Acceptance Letter may contain any additional conditions or qualifications deemed
reasonably necessary and fit for the District’s acceptance of the Improvements, including,
but not limited to the payment of any and all District Expenses, as set forth in Paragraph 7,

below.




6. Conveyance to District. Promptly upon furnishing the Acceptance Letter, the
Developer shall convey Improvements to the District by means of a Bill of Sale or other
instrument of conveyance in form and substance reasonably acceptable to the District.

7. District Expenses. The Developer hereby agrees to reimburse the District for all
fees, costs and expenses incurred by the District which are related to the review, implementation,
administration and management of this Agreement and the conveyance of the Improvements,
including, but not limited to, legal, engineering and management fees, costs and expenses (the
“District Expenses™). The District hereby acknowledges that the Developer has paid a retainer in
the amount of One Thousand Dollars ($1,000) to the District for costs associated with the drafting
and negotiation of this Agreement. Upon execution of this Agreement, the Developer shall deposit
with the District Five Thousand Dollars ($5,000) to pay the District Expenses as an initial retainer
amount (the “Retainer”). At the time of execution of this Agreement and for each month thereafter
until the Improvements are accepted by the District and all expenses have been incurred and paid in
full, the District shall provide the Developer with an invoice depicting the District Expenses
incurred as of that date. The Retainer shall be reduced by the amount reflected on that month’s
invoice for the District Expenses. When the Retainer on deposit with the District reaches One
Thousand Dollars ($1,000), the District shall notify the Developer and the Developer shall replenish
the Retainer to Five Thousand Dollars ($5,000). If the Retainer is not replenished, all work
performed by the District, its staff and consultants, shall cease until the Retainer is replenished.
Upon final acceptance of the Improvements by the District and after all invoices are finalized and
paid in full, any amounts remaining on deposit with the District for the Retainer shall be refunded to
the Developer. In the event the final accounting reveals additional funds due by the Developer, the
Developer hereby agrees to pay the excess amount within thirty (30) days of receipt of the final
invoice from the District. In the event of a dispute regarding the District Expenses, the Parties shall
review the disputed item(s) and address any concerns; provided, however, that the Parties agree that
the District Expenses shall be due and owing and in the event the Developer fails or refuses to pay
all or a portion of the District Expenses and/or replenish the Retainer pursuant to the terms hereof,
the unpaid District Expenses are considered to be a fee, rate, toll, penalty or charge within the
meaning of §§32-1-1001(1)(j), C.R.S., and the District shall have the right to collect the District
Expenses in accordance therewith, including any costs of collection.

8. Fees, Rates, Tolls, Penalties and Charges. The Parties hereto acknowledge and agree
that the Developer, its successors and assigns, are and shall be subject to all fees, rates, tolls,
penalties and charges imposed by the District, as may be amended from time to time, and that
non-payment of such fees, rates, tolls, penalties and charges shall constitute a lien on the
Property, which lien may be foreclosed in accordance with Colorado law. The Developer hereby
agrees to timely pay all fees, rates, tolls, penalties and charges, specifically including, but not
limited to, tap fees, as set forth in the District’s then-current resolution(s), as may be amended
from time to time. Notwithstanding anything herein to the contrary, the Developer hereby
acknowledges and agrees that the District currently imposes a water tap fee in the amount of
Fifteen Thousand Dollars ($15,000), which water tap fee is pledged to the Cascade Metropolitan
District No. 2 pursuant to a separate agreement between the District and Cascade Metropolitan
District No. 2. The Developer further acknowledges that the District may impose a separate tap
fee for capital investment and impacts on the District’s system, which fee will be due and owing
to the District. In the event the water tap fees are not paid before Colorado Springs Utilities




accepts the District’s water system for ownership, operation and maintenance, the Developer will
be subject to all fees, rates, tolls, penalties and charges imposed by Colorado Springs Utilities at

their then-current rate.

9. Warranty. The Developer shall and does by this Agreement guarantee and warrant
that all workmanship, materials, and equipment furnished, installed, or performed for the
accomplishment of the Improvements will be of good quality and new, unless otherwise required
or permitted by the Agreement. The Developer further warrants that the Improvements will
conform to all requirements of the Agreement and the applicable building code and all other
applicable laws, ordinances, codes, rules and regulations of any governmental authorities having
jurisdiction over the Improvements. All materials are subject to the satisfaction and acceptance

of the District or other governmental entity.

a. The Developer hereby warrants alt of the work and the workmanship,
equipment and materials for a period of two (2) years from the date of completion and
acceptance of the Improvements by the District or other governmental entity. The
Developer will immediately correct or replace any work that is defective or not
conforming to the Agreement at its sole expense to the reasonable satisfaction of the
District. The Developer’s guarantees and warranties shall in all cases survive termination
of this Agreement. This warranty shall run with the land and shall be enforceable by the

District and its successors and assigns.

b. The Developer shall promptly notify the District of any work, whether by
the Developer, its subcontractors or any third parties, which the Developer believes to be
defective or not conforming with the Agreement.

c. The Developer shall at its expense obtain all permits, licenses and other
consents required from all governmental authorities, utility companies and appropriate
parties under any Restrictive Covenants in connection with its work. The Developer shall
comply with all of the terms and conditions of all permits, licenses and consents.

d. The Developer, at its expense, shall promptly repair or remedy to the
satisfaction of the District all damage or loss to any property (including the work,
utilities, concrete, asphalt, fixtures, landscaping and any other part of the Improvement or
the development of which the Improvement is a part) caused in whole or in part by the
Developer or any subcontractor.

10.  Insurance. The Developer shall acquire and maintain, at its sole cost and expense,
during the entire term of this Agreement, insurance coverage in the minimum amounts required
by Colorado law, including, but not limited to, workers’ compensation coverage, commercial
general liability and comprehensive automobile liability insurance. The District shall have the
right to verify or confirm, at any time, all coverage, information or representations contained

herein.

11.  Compliance with Rules and Regulations. The Developer hereby agrees to comply
with the Rules and Regulations promulgated and adopted by the District, as may be amended
from time to time, as well as any standards and specifications implemented by other




governmental entities with jurisdiction over the Improvements, including, but not limited to,
Colorado Springs Utilities.

12. Indemnification.

a. The Developer shall defend, indemnify and hold harmless the District and
each of its directors, officers, contractors, employees, agents and consultants, from and
against any and all claims, demands, losses, liabilities, actions, lawsuits, damages, and
expenses, including reasonable legal expenses and attorneys’ fees, arising directly or
indirectly, in whole or in part, out of the errors or omissions, negligence, willful
misconduct, or any criminal or tortious act or omission of the Developer or any of its
subcontractors, officers, agents or employees, in connection with this Agreement and/or
the Developer’s performance of its work pursuant to this Agreement. The Developer is
not obligated to indemnify the District for the District’s own negligence. This
indemnification obligation will not be limited in any way by any limitation on the amount
or types of damages, compensation or benefits payable by or for the Developer under
worker’s compensation acts, disability acts or other employee benefit acts.

b. The Developer will at all times indemnify, defend and hold the District
and its directors, officers, managers, agents and employees harmless against any liability
for claims and liens for labor performed or materials used or furnished in the performance
of Developer’s obligations, including any costs and expenses incurred in the defense of
such claims and liens, reasonable attorneys’ fees and any damages to the District
resulting from such claims or liens. After written demand by the District, the Developer
will immediately cause the effect of any suit or lien to be removed from the District’s
property. In the event the Developer fails to do so, the District is authorized to use
whatever means in its discretion it may deem appropriate to cause said lien or suit to be
removed or dismissed, and the costs thereof, together with reasonable attorneys’ fees,
will be immediately due and payable by the Developer. In the event a suit on such claim
or lien is brought, the Developer will, at the option of the District, defend said suit at its
own cost and expense, with counsel satisfactory to the District and will pay and satisfy
any such claim, lien, or judgment as may be established by the decision of the Court in
such suit. The Developer may litigate any such lien or suit, provided the Developer
causes the effect thereof to be removed promptly in advance from the District’s property.

C. This indemnity coverage shall also cover the District’s defense costs in the
event that the District, in its sole discretion, elects to provide its own defense. The
District retains the right to disapprove counsel, if any, selected by the Developer to fulfill
the foregoing defense indemnity obligation, which right of disapproval shall not be
unreasonably exercised. Insurance coverage requirements specified herein shall in no
way lessen or limit the liability of the Developer under the terms of this indemmification
obligation. The Developer shall obtain, at its own expense, any additional insurance that
it deems necessary for the District’s protection in the performance of this Agreement.
This defense and indemnification obligation shall survive the expiration or termination of
this Agreement.



13. Representations. The Developer hereby represents and warrants to and for the
benefit of the District that:

a. It has the full power and legal authority to enter into this Agreement;

b. Neither the execution and delivery of this Agreement, nor the compliance
with any of its terms, covenants or conditions, is or shall become a default under any other
agreement or contract to which it is a party or by which it is or may be bound; and

c. It has taken or performed all requisite acts or actions that may be required by
the organizational or operational documents to confirm its authority to execute, deliver and
perform each of its obligations under this Agreement.

These representations and warranties are made as of the date hereof and shall be deemed
continually made by the Developer to the District for the entire term of this Agreement.

14.  Third Party Beneficiaries. It is expressly understood and agreed that enforcement
of the terms and conditions of this Agreement, and all rights of action relating to such
enforcement, shall be strictly reserved to the Parties and nothing contained in this Agreement
shall give or allow any such claim or right of action by any other third party on such Agreement.
It is the express intention of the Parties that any person other than Parties receiving services or
benefits under this Agreement shall be deemed to be an incidental beneficiary only.

15.  Default. If either Party fails to perform in accordance with the terms, covenants and
conditions of this Agreement, or is otherwise in default of any of the terms of this Agreement, the
non-defaulting Party shall deliver written notice to the defaulting Party of the default, at the
address specified herein, and the defaulting Party will have 15 days from and after receipt of the
notice to cure the default. If the default is not of a type which can be cured within such 15-day
period and the defaulting Party gives written notice to the non-defaulting Party within such 15-
day period that it is actively and diligently pursuing a cure, the defaulting Party will have a
reasonable period of time given the nature of the default following the end of the 15-day period
to cure the default, provided that the defaulting Party is at all times within the additional time
period actively and diligently pursuing the cure. If any default under this Agreement is not cured
as described above, the non-defaulting Party will, in additional to any other legal or equitable
remedy, have the right to terminate this Agreement and enforce the defaulting Party’s obligations
pursuant to this Agreement by an action for injunction or specific performance. In addition to
the foregoing, in the event the Developer, its successors or assigns fails to cure the default within
the stated period of time, the Parties hereto agree that the District may withhold service to the
property until the default is cured to the District’s full and complete satisfaction.

16.  Integration. This Agreement and its Exhibits represent the entire, integrated
agreement between the Parties with respect to the matters set forth herein and supersedes all
negotiations, representations or agrecments with respect to those matters, either written or oral.



17.  Amendments. This Agreement, and each and every of its terms and conditions, may
be added to or amended only by the mutual written agreement of the Parties hereto, which
agreement shall be executed with the same formalities as this original Agreement, Special terms
and conditions, if any, which are agreed upon by the Parties hereto at the time this Agreement is
executed shall be reduced to writing in accordance with this paragraph and appended to this
Agreement. Any amendment in contravention of this paragraph shall be null and void and of no

force or effect.

18.  Notice. Any notices, demands, or other communications required or permitted to be
given in writing hereunder shall be delivered personally or sent by registered mail, postage prepaid,
return receipt Tequested, addressed to the Parties at the addresses set forth below, or at such other
address as either Party may hereafter or from time to time designate by written notice to the other
Party given in accordance herewith. Notice shall be considered given when personally delivered or
mailed and shall be considered received by the Party to whom it is addressed on the third day after

such notice is given.

Notices to the District: Cascade Metropolitan District No. 1
c/o Schooler & Associates, Inc.
Attention: Kevin Walker, District Manager
20 Boulder Crescent Street, Suite 200
Colorado Springs, Colorado 80903
(719) 447-1777
kevin@schoolerandassociates.com

With a Copy to: WHITE BEAR ANKELE TANAKA & WALDRON
Attorneys at Law
Attention: Jennifer Gruber Tanaka, Esq.
2154 East Commons Avenue, Suite 2000
Centennial, Colorado 80122
(303) 858-1800

jtanaka@wbapc.com

Notices to the Developer:  Pyramid Mountain Properties, LLC
Attention: Mr. Robert Walstad
Post Office Box 205
Cascade, Colorado 80809
(719) 243-5851

bwalstad@hotmail.com

19.  Severability. If any clauses or provisions of this Agreement shall be adjudged to be
invalid and unenforceable by a court of competent jurisdiction or by operation of any law, such
clauses or provisions shall not affect the validity of this Agreement as a whole, or of the remaining

clauses and provisions.

20. Enforcement. This Agreement shall inure to the mutual benefit of the Parties
hereto, their respective heirs, successors and permitted assigns, and shall be enforceable



according to its terms and conditions under the laws of the State of Colorado. In this regard, the
Parties hereto agree that this Agreement may be enforced in law or in equity, by decree of
specific performance or damages, or pursuant to such other legal and/or equitable relief as may
be available under the laws of the State of Colorado.

21.  Govemnmental Immunity. Nothing in this Agreement shall be construed to waive,
limit, or otherwise modify, in whole or in part, any governmental immunity that may be available
by law to the District, its respective officials, employees, contractors, or agents, or any other person
acting on behalf of the District and, in particular, governmental immunity afforded or available to
the District pursuant to the Colorado Governmental Immunity Act, §§ 24-10-101, et seq., C.R.S.

22.  Govemning Law/Disputes. This Agreement and all claims or controversies arising
out of or relating to this Agreement shall be governed and construed in accordance with the law of
the State of Colorado, without regard to conflict of law principles that would result in the
application of any law other than the law of the State of Colorado. Venue for all actions arising
from this Agreement shall be in the District Court in and for the county in which the District is
located. The Parties expressly and irrevocably waive any objections or rights which may affect
venue of any such action, including, but not limited to, forum non-conveniens or otherwise. At the
District’s request, the Developer shall carry on its duties and obligations under this Agreement
during any legal proceedings and the District shall continue to pay for the Services performed under
this Agreement until and unless this Agreement is otherwise terminated. In the event that it
becomes necessary for either party to enforce the provisions of this Agreement or to obtain
redress for the breach or violation of any of its provisions, whether by litigation, arbitration or
other proceedings, the prevailing party shall recover from the other party all costs and expenses
associated with such proceedings, including reasonable attorney’s fees. For purposes of this
Agreement, “prevailing party” shall mean the party in whose favor a judgment, decree, or final
order is rendered, either by an arbitrator or the court, after appeal, if any. In the event both
Parties prevail on one or more claims, the prevailing party shall mean the net winner of a dispute,
taking into account the claims pursued, the claims on which the pursuing party was successful,
the amount of money sought, the amount of money awarded, and offsets or counterclaims
pursued (successfully or unsuccessfully) by the other Party. Notwithstanding the foregoing, if a
written offer of compromise made by either Party is not accepted by the other Party within thirty
(30) days after receipt and the Party not accepting such offer fails to obtain a more favorable
judgment, the non-accepting Party shall not be entitled to recover its costs of suit and reasonable
attorney’s fees and costs (even if it is the prevailing party) and shall be obligated to pay the costs
of suit and reasonable attorney’s fees and costs incurred by the offering Party. At the District’s
request, the Developer will consent to being joined in litigation between the District and third
parties, but such consent shall not be construed as an admission of fault or liability.

23.  Subject to Annual Appropriation and Budget. The District does not intend hereby
to create a multiple-fiscal year direct or indirect debt or other financial obligation whatsoever. The

performance of those obligations of the District pursuant to this Agreement requiring budgeting and
appropriation of funds are subject to annual budgeting and appropriations. The Developer
expressly understands and agrees that the District’s obligations under this Agreement shall
extend only to monies appropriated for the purposes of this Agreement by the Board and shall
not constitute a mandatory charge, requirement or liability in any ensuing fiscal year beyond the

-10 -



then-current fiscal year. No provision of this Agreement shall be construed or interpreted as a
delegation of governmental powers by the District, or as creating a multiple-fiscal year direct or
indirect debt or other financial obligation whatsoever of the District or statutory debt limitation,
including, without limitation, Article X, Section 20 or Article XI, Section 6 of the Constitution of
the State of Colorado. No provision of this Agreement shall be construed to pledge or to create a
lien on any class or source of District funds. The District’s obligations under this Agreement exist
subject to annual budgeting and appropriations, and shall remain subject to the same for the entire

term of this Agreement.

24.  Runs with the Land. The rights and responsibilities set forth in this Agreement are
intended to be covenants on the Property and are to run with the land.

25.  Recordation of Agreement. This Agreement shall be recorded in the real property
records of El Paso County.

26.  Counterpart Execution. This Agreement may be executed in several counterparts,
each of which may be deemed an original, but all of which together shall constitute one and the
same instrument. Executed copies hereof may be delivered by facsimile or email of a PDF
document, and, upon receipt, shall be deemed originals and binding upon the signatories hereto,
and shall have the full force and effect of the original for all purposes, including the rules of
evidence applicable to court proceedings.

[Remainder of page intentionally left blank].
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IN WITNESS WHEREOF, the Parties have executed this Agreement on the date first
above written. By the signature of its representative below, each Party affirms that it has taken
all necessary action to authorize said representative to execute this Agreement.

DISTRICT:

CASCADE METROPOLITAN DISTRICT NO. 1,
a quasi-municipal corporation and political
subdivision of the State of Colorado

Officer of the District

ATTEST:

APPROVED AS TO FORM:

WHITE BEAR ANKELE TANAKA & WALDRON
Attorneys at Law

General Counsel to the District

District’s Signature Page to Infrastructure Construction and Conveyance Agreement for
Pyramid Mountain Properties, dated March 11, 2016

Cascade #1/Developer Agreements
1317.0401
Doc. #: 727600



DEVELOPER:
PYRAMID MOUNTAIN PROPERTIES, LLC a

Colorado limited liabili%
e L

Name: Robert Walstad
Title: 227 e oo

STATE OF COLORADO )
) s8.
CCOUNTY OF EL PASO )

The foregoing instrument was acknowlgdged before me this _j/ day of /’{M

2016, by Robert Walstad, as the “M of Pyramid Mountain.
Propertics, LLC a Colorado limited liability comany.

WITNESS my hand and official seal.

My commission expires: My Commission Espires 06-21-2016

(SEAL)
Notary Publté/ O

Developer’s Signature Page to Infrastructure Construction and Conveyance Agreement for
Pyramid Mountain Properties, dated March 11, 2016

Cascade #1/Developer Agreements
1317.0401
Doc. #: 727600



EXHIBIT A
Property

Lots 12 through 18, inclusive, Pyramid Mountain Amended PUD Development Plan, County of
El Paso, State of Colorado, as more particularly depicted on the drawings attached hereto as

Exhibit A-1.



EXHIBIT A-1
Pyramid Mountain Amended PUD Development Plan
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PYRAMID MOUNTAIN AMENDED PUD DEVELOPMENT PLAN
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EL
Spenceri-ane

RoBerT H. EPSTEIN
DIRECT DIAL: (314) 3333943
repstein@apencerfanu.com

March 10, 2016
ViA E-MAIL: barbara,verduci@usbank.com and jtana bapc.com

1.8, Bank, National Association
Attn: Barbara Verduci

800 Nicollet Mall

BC-MN-H21R

Minneapolis, Minnesota 55402-4302

Cascade Metropolitan District No. 1

¢/o0 Jemnifer Gruber Tanaka

White Bear Ankele Tanaka & Waldron, P.C.
The Streets at SouthGlenn

2154 E. Commons Ave., Suite 2000
Centennial, CO 80122

Re; Cascade Metropolitan District No. 1, (il D D

Road, Cascade, Colorado, 80809.

Dear Ms. Verduci and Ms, Tanaka:

Ms, Jamie N. Cotter of this firm has been asked to represent the Cascade Metropolitan
District No. 1 (the “District”), in connection with its lien against the real property owned by
SRR, 10catcd «t NN Cascade, Colorado, 80809 (the “Property™).
In investigating this representation, we have determined that U.S. Bank National Association has
a junior lien against the Property. Spencer Fane LLP represents U.S. Bank National Association
and certain of its affiliates (collectively “U.S. Bank™) on a frequent basis in the St. Louis,

Missouri, market.

With respect to the District’s lien, it appears that U.S. Bank has already instituted
foreclosure proceedings against this Property and is represented by Messner Reeves LLP out of
its Denver office. While the District is not named as a party in U.S. Bank’s foreclosure, it is
possible that U.S. Bank could be named as a party depending on the timing of the suit, and the
outcome of U.S. Bank's foreclosure. We would not advise U.S. Bank in connection with the
District’s lien and, in connection with such matter, we will be representing only the District.
During the representation described above and subsequent representation of U.S. Bank and the
District, we may be asked to represent the District or U.S. Bank on other matters unrelated to the

SL 1837608 |

SPENCER FANE LLP 1 NORIH SRENTWOOD EQULEVARD, SUITE 1080, ST LAUIS MO 63103 3§25 1 312 863 7733 | FAX 314 £62 3835 viunis lans vom
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Spencerfrane

U.S. Bank National Association
Cascade Metropolitan District No. 1
March 10, 2016

Page 2

above matter and not adverse to U.S. Bank or the District. We are writing to ask the consents of
the District and U.S. Bank to the present and future representations as described above.

Professional rules require a law firm to obtain client consents before representing one
client on a matter which is adverse to another current client, even though the representations are
on unrelated subject matters. In asking these consents, we assure you: (1) that we will not use
confidential client information in any way to either client’s disadvantage, and (2) that we will be
able, fully and properly, to represent the District and U.S. Bank on their separate matters without
our representation of either client being affected by our representation of the other client.

It is our request that the District and U.S. Bank both consent to our representation of the
District in connection with the District’s lien, If that is acceptable, please confirm that consent,
as well as prospective consents to other unrelated representations as described above, by signing
and dating the acknowledgment of this letter and returning it to me via e-mail

stein@spencerfane.com). If you have questions or are in need of more information, please
call Jamie Colter at (303) 839-3826 and she should be able to assist. Thank you for your time

and consideration.
Very truly yours,
VL
Robert H. Epstein

RHE/pn
copy: Jamie N. Cotter, Esq.

Accepted and agreed to this_JOT* day of March, 2016.
CASCADE METROPOLITAN DISTRICT NO. 1

By: [Oda—c/q-'

Neme/ JEHLI GRubel. THiNis
Title: \COUU-‘&L

SL 1837608 1
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Cascade Metropolitan District No. 1
March 10, 2016
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Accepted and agreed to this day of March, 2016.
U.S. BANK NATIONAL ASSOCIATION
By:

Name:
Title;

SL 1837608 §
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After Recording, Return to:
WHITE BEAR ANKELE TANAKA & WALDRON
2154 East Commons Avenue, Suite 2000
Centennial, Colorado 80122
Resolution No. 2016-03-01

RESOLUTION
OF THE
BOARD OF DIRECTORS
OF THE
CASCADE METROPOLITAN DISTRICT NO. 1

CONCERNING THE IMPOSITION OF VARIOUS FEES, RATES, PENALTIES AND
CHARGES FOR WATER SERVICES AND FACILITIES

WHEREAS, the Cascade Metropolitan District No. 1 (the “Distriet”) was formed
pursuant to §§ 32-1-101, et seq., C.R.S., as amended (the “Special District Act”), by order of the
District Court for El Paso County, Colorado, and after approval of the District’s eligible electors

at an election; and

WHEREAS, pursuant to § 32-1-1001(1)(h), C.R.S., the Board of Directors of the District
(the “Board”) shall have the management, control and supervision of all the business and affairs

of the District; and

WHEREAS, the Board has determined it to be in the best interests of the District, and the
property owners, taxpayers, and residents of the District, to acquire, construct, operate and
maintain certain amenities and facilities benefitting property and inhabitants within the District,
which amenities and facilities generally include water improvements, facilities, appurtenances
and rights-of-way (collectively, the “Facilities”); and

WHEREAS, the Board has determined it to be in the best interests of the District, and the
property owners, taxpayers, and residents of the District, to provide certain water services to
property and inhabitants within and without the boundaries of the District (collectively, the

“Services”); and

WHEREAS, pursuant to § 32-1-1001(1)(G)(I), C.R.S., the District is authorized to fix and
impose fees, rates, tolls, penalties and charges for services or facilities furnished by the District
which, until such fees, rates, tolls, penalties and charges are paid, shall constitute a perpetual lien

on and against the property served; and

WHEREAS, the District incurs certain direct and indirect costs associated with the
acquisition, construction, installation, repair, replacement, improvement, reconstruction
operation and maintenance of the Facilities, as necessary, inclusive of the costs of utilities and
capital replacement costs (collectively, the “Facility Costs”) in order that the Facilities may be
properly provided and maintained; and

13170007,



WHEREAS, the District incurs certain direct and indirect costs associated with the
provision of the Services in order that the Services may be properly provided, the property within
and without the District maintained, and that the health, safety and welfare of the District, its
users and its inhabitants may be safeguarded (collectively, the “Service Costs™); and

WHEREAS, the establishment and continuation of fair and equitable fees and charges
(collectively, the “Fees and Charges™) to provide a source of funding to pay for the Facility
Costs and the Service Costs, (collectively, the “Costs™), which Costs are generally attributable to
the persons and/or properties subject to such Fees and Charges, is necessary to provide for the
common good and for the prosperity and general welfare of the District and its inhabitants and
for the orderly and uniform administration of the District’s affairs; and

WHEREAS, pursuant to § 32-1-1006(1)(g), C.R.S., the District is empowered to fix and
from time to time increase or decrease tap fees; and

WHEREAS, the establishment of a fair and equitable fees (the “Out of District Water
Tap Fee,” the “Out of District Capital Investment Fee” and the “In District Capital
Investment Fee,” collectively referred to herein as the “Tap Fees” ) to provide a source of
funding to pay for the purchase of water and the initial capital direct and indirect costs associated
with the construction, installation and acquisition of the Facilities (the “Capital Facilities
Costs™), which Capital Facilities Costs are generally attributable to each Lot and Commercial
Lot (defined below), is necessary to provide for the common good and for the prosperity and
general welfare of the District, its users and its inhabitants; and

WHEREAS, pursuant to § 32-1-1001(2), C.R.S., the Board, as a governing body
furnishing domestic water or sanitary sewer services directly to residents and property owners
within or outside of the District, may fix or increase fees, rates, tolls, penalties or charges for
domestic water or sanitary sewer services only after consideration of the action at a public
meeting held at least thirty (30) days after providing notice stating that the action is being
considered and stating the date, time and place of the meeting at which the action is being

considered; and

WHEREAS, pursuant to § 32-1-1001(2)(a)(IV), C.R.S., on February 8, 2016, the Board
provided the required (30) days’® notice by posting the notice on the official website of the
Colorado Special District Association, the statewide association of special districts forms
pursuant to § 29-1-401, C.R.S., which association posted the notice of a publicly accessible

section of its website; and

WHEREAS, the District finds that the Fees and Charges and Tap Fees, as set forth in this
Resolution, are reasonably related to the overall cost of providing the Facilities and Services and
paying the Costs, and that imposition thereof is necessary and appropriate; and

WHEREAS, on November 17, 2015, the Board adopted Resolution No. 2015-11-05: an
Resolution of the Board of Directors of Cascade Metropolitan District No. 1 Concering the
Imposition of Various Fees, Rates, Penalties and Charges for Water Services and Facilities, which
was recorded in the real property records of the El Paso County Clerk and Recorder’s Office on



November 19, 2015, at Reception No. 215125667 (the “Prior Fee Resolution™), and the Board
desires to adopt this Resolution to amend, restate and supersede the Prior Fee Resolution in its
entirety. Any fees, rates, tolls, penalties or charges due under the Prior Fee Resolution, to the
extent outstanding and unpaid, shall remain in effect until fully paid and shall not be eliminated

hereby.
NOW, THEREFORE, be it resolved by the Board as follows:

1. DEFINITIONS. Except as otherwise expressly provided or where the context
indicates otherwise, the following capitalized terms shall have the respective meanings set forth

below:

“Apartment Unit” means a unit within an apartment building which unit is held for lease
or rent for residential occupancy and for which a final certificate of occupancy has been

issued.

“Commercial Lot” means each Lot, regardless of the number of Commercial Units
thereon, within the District Boundaries that is used and/or zoned for general commercial,
industrial, office, retail or other non-residential uses.

“Commercial Unit” means each office space, unit, building or other structure within the
District Boundaries that is used and/or zoned for general commercial, industrial, office,

retail, or other non-residential uses.

“District Boundaries” means the legal boundaries of the District, as the same are
established and amended from time to time pursuant to §§32-1-101, et seq., C.R.S., as
well as properties outside of the District’s legal boundaries which receive service from
the District, all as more particularly set forth in the map and legal description attached
hereto as Exhibit B and incorporated herein by this reference.

“Due Date” means the date by which the Fees and Charges and Tap Fees are due, which
Due Date is reflected on the Schedule of Fees.

“End User” means any third-party homeowner or tenant of any homeowner occupying or
intending to occupy a Residential Unit or 2 Commercial Unit. End User specifically

excludes a tenant occupying an Apartment Unit.

“Fee Schedule” or “Schedule of Fees and Charges” means the schedule of fees set forth
in Exhibit A, attached hereto and incorporated herein by this reference, until and unless

otherwise amended and/or repealed.

“Lot” means each parcel of land established by a recorded final subdivision plat and
which is located within the District Boundaries.

“Out of District Boundaries” means any property located outside the District
Boundaries for which water service is or may be provided by the District.



“Property Owner” shall include all owners of real property, customers, users, residents,
leaseholders and other recipients of District services.

“Residential Unit” means each residential dwelling unit (including, without limitation,
condominiums, townhomes, and any other attached dwelling unit and detached single
family dwelling units) located within the District Boundaries which has been Transferred

to an End User.

“Transfer” or “Transferred” shall include a sale, conveyance or transfer by deed,
instrument, writing, lease or any other documents or otherwise by which real property is
sold, granted, let, assigned, transferred, exchanged or otherwise vested in a tenant,
tenants, purchaser or purchasers.

“Vacant Lot” means each parcel of land within the District established by a recorded
final subdivision plat, but specifically excluding any parcel upon which one or more
Residential Units, Apartment Units or Commercial Units are situated and specifically
excluding any parcel owned by the District.

2. THE FEES AND CHARGES.

a. Service Fees and Charges. The Board has determined, and does hereby
determine, that it is in the best interests of the District and its respective residents, users
and property owners to impose, and does hereby impose the Fees and Charges set forth in
the Schedule of Fees and Charges to fund the Costs. The Fees and Charges are hereby
established and imposed in an amount as set forth by the District from time to time
pursuant to an annual “Fee Schedule” and shall constitute the rate in effect until such
schedule is amended or repealed. The initial Fee Schedule is set forth in Exhibit A,
attached hereto and incorporated herein by this reference.

b. Transfer Payment. The Fees shall include a separate payment imposed on
transfers of a Residential Unit or a Commercial Unit (the “Transfer Payment”). The
Transfer Payment shall be imposed on all Transfers of a Residential Unit and
Commercial Unit by an End User. The Transfer Payment shall not apply to any of the
following, except to the extent the District determines that such exception is being
undertaken for the purpose of improperly avoiding the Fees and Charges:

i. Any Transfer wherein the United States, or any agency or
instrumentality thereof, the State of Colorado, any county, city and county,
municipality, district or other political subdivisions of this State, is either the
grantor or the grantee.

ii. Any Transfer by document, decree or agreement partitioning,
terminating or evidencing termination of a joint tenancy, tenancy in common or
other co-ownership; however, if additional consideration or value is paid in
connection with such partition or termination the Transfer Payment shall apply
and be based upon such additional consideration.



iii. Any Transfer of title or change of interest in real property by
reason of death, pursuant to a will, the law of descent and distribution, or

otherwise.

iv. Any Transfer made and delivered without consideration for the
purpose of: confirming, correcting, modifying or supplementing a Transfer
previously made; making minor boundary adjustments; removing clouds of title;
or granting easements, rights-of-way or licenses.

V. Any decree or order of a court of record quieting, determining or
resting title, except for a decree of foreclosure.

Vi. Transfers to secure a debt or other obligation, or releases other than
by foreclosure, which is security for a debt or other obligation.

Vii. Transfers pursuant to a decree or separation of divorce.

c. The Board has determined, and does hereby determine, that the Fees and
Charges are reasonably related to the overall cost of providing the Facilities and Services,
and is imposed on those who are reasonably likely to benefit from or use the Facilities

and Services.

d. The Board has determined, and does hereby determine, that the Fees and
Charges are calculated to defray the cost of funding the Costs and reasonably distribute
the burden of defraying the Costs in a manner based on the benefits received by persons
paying the fees and using the Facilities and Services.

3. TAP FEES. One-time Tap Fees are hereby established and imposed upon each
Residential Unit, each Commercial Unit, each Lot and each Vacant Lot within the District
Boundaries and the Out of District Boundaries in the amounts set forth in the Schedule of Fees and

Charges.

4, LATE FEES AND INTEREST. Pursuant to § 29-1-1102(3), C.R.S., any Fees and
Charges and Tap Fees not paid in full within fifteen (15) days after the scheduled due date will
be assessed a late fee in the amount of Fifteen Dollars ($15.00) or up to five percent (5%) per
month, or fraction thereof, not to exceed a total of twenty-five percent (25%) of the amount due.
Interest will also accrue on any outstanding Fees and Charges and Tap Fees, exclusive of
assessed late fees, penalties, interest and any other costs of collection, specially including, but
not limited, to attorney fees, at the rate of 18% per annum, pursuant to § 29-1-1102(7), C.R.S.
The District may institute such remedies and collection procedures as authorized under Colorado
law, including, but not limited to, foreclosure of its perpetual lien. The defaulting property
owner shall pay all fees and costs, specifically including, but not limited to, attorneys’ fees and
costs and costs associated with the collection of delinquent fees, incurred by the District and/or

its consultants in connection with the foregoing.



5. PAYMENT. Payment for all fees, rates, tolls, penalties, charges, interest and
attorney fees shall be made by check or equivalent form acceptable to the District, made payable
to “Cascade Metropolitan District No. 1” and sent to the address indicated on the Fee Schedule.
The District may change the payment address from time and time and such change shall not

require an amendment to this Resolution.

6. LIEN. The fees imposed hereunder, together with any and all late fees, interest,
penalties and costs of collection, shall, until paid, constitute a statutory, perpetual lien on and
against the property served, and any such lien may be foreclosed in the manner provided by the
laws of the State of Colorado for the foreclosure of mechanic’s liens, pursuant to § 32-1-
1001(1)(G)(1), C.R.S. Said lien may be foreclosed at such time as the District, in its sole
discretion, may determine. The lien shall be perpetual in nature (as defined by the laws of the
State of Colorado) on the property and shall run with the land. This Resolution shall be recorded
in the offices of the Clerk and Recorder of El Paso County, Colorado.

7. CERTIFICATION OF ACCOUNT TO COUNTY TREASURER. Pursuant to
§32-1-1101(1)(e), C.R.S., the Board may elect to certify any delinquent account and late fees
satisfying the criteria established therein to the El Paso County Treasurer for collection with ad
valorem property taxes. The certification process may be in addition to or in lieu of any
procedures set forth in this Resolution in the Board’s sole discretion. The fees for the
certification process shall be in accordance with Colorado law and El Paso County policy.

8. SHUT OFF OR DISCONTINUATION OF SERVICE. Pursuant to § 32-1-
1006(1)(d), C.R.S., the Board may elect to shut off or discontinue water service for
delinquencies. The shut off or discontinuation of service may be in addition to or in lieu of any
procedures set forth in this Resolution in the Board’s sole discretion. The fees associated with
the shut off or discontinuation of service as set forth in the Schedule of Fees and Charges.

9. SEVERABILITY. If any portion of this Resolution is declared by any court of
competent jurisdiction to be void or unenforceable, such decision shall not affect the validity of
any remaining portion of this Resolution, which shall remain in full force and effect. In addition,
in lieu of such void or unenforceable provision, there shall automatically be added as part of this
Resolution a provision similar in terms to such illegal, invalid or unenforceable provision so that
the resulting reformed provision is legal, valid and enforceable.

10. THE PROPERTY. This Resolution shall apply to all property within the
District’s boundaries, including, but not limited to, the property set forth in Exhibit B, attached
hereto and incorporated herein by this reference, and any additional property included into the
District after the date of this Resolution.

11. EFFECTIVE DATE. This Resolution shall become effective as of March 22,
2016.

[Remainder of Page Intentionally Left Blank. Signature Page to Follow].



