BIG SKY WATER & SEWER DISTRICT NO. 363

Regular Meeting Minutes - February 15, 2011
WSD Community Room

The Big Sky County Water & Sewer District No. 363 scheduled a regular meeting for 8:00 am
on Tuesday, February 15, 2011, in the WSD Community Room. President Packy Cronin called
the meeting to order with the following Board members present: Vice-President Gary McRae,
Secretary Dick Fast (left at 9:23 am), and Directors Dick Allgood (left at 9:47 am), Jeff Daniels
(left at 9:55 am), and Bill Olson. Director Betsey Weltner was not present. WSD staff present
were Ron Edwards, Marlene Kennedy, Terry Smith, Jim Muscat, and Grant Burroughs. Others
present at varying times were Boyne representatives Brian Wheeler and Jamie Roberts, BSCC

representative Katie Morrison, and Manhole Lid Design Committee members Buzzy Vick and
Bill Shropshire (via telephone).
PUBLIC FORUM

President Cronin called for public comment at 8:10 am.

Brian Wheeler reported on the success of the resort's sale of early season passes, which has
resulted in the increase in skier count and an increase in retail and lodging. Wheeler stated that
the District will see a huge spike during May 2-22, 2011, because of a huge APEC conference—
this will be the biggest event at Big Sky. During his recent meeting with CNL, Wheeler reported
that the development plan for Big Sky has changed. There will be lower profile and more
efficient development with nothing larger than probably 2-3 stories. Wheeler reported that 20072008 was their biggest year ever until this year where they are ahead this year by $150,000
already and the fiscal year doesn't end until May. The lodging at Summit Hotel is up 30%
already this year. Wheeler reported that real estate values are off about 40% from their peak, so
Boyne will not be doing a lot of new business for a while. Wheeler also reported that land sales
are the absolute worst they have been since 1996. On the positive side, Wheeler has heard that
the distressed market has peaked. However, their concern now is the rise in interest rates and the
effect it will have on property sales. Wheeler would like to see the flow reports as a comparison
to their skier/lodging numbers as they are big this year. Wheeler reported that they have a great
working relationship with Moonlight and Moonlight's problems should be sorted out this year.
With no further public comment, President Cronin called the meeting to order at 8:20 am
MEETING MINUTES

Director Olson moved to approve the minutes ofDecember 21, 1010, with changes as noted
regarding CNL. Director McRae seconded the motion. Motion passed, 5 yea votes to 0 no
votes with President Cronin voting. Director Daniels was not present for this vote
FINANCIALS

Reporting on the financials through January 2011, Smith pointed out an error on the pledged
collateral against deposits in the banks. On the budget vs. actual, Smith cut back his estimate a
little but with Wheeler's report he hopes we will be pleasantly surprised. We have a $35,000
deficit—on the sewer side we are still behind the expenses by about $11,000 a month from
expenses incurred August-October. Smith said that we often pick up on the sewer side in March
when repairs have fallen off and Smith hopes that trend follows. Smith reported that the cash
flow is negative, but that this is not unusual. Regarding delinquent charges for Farmhouse, the
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good news is that they paid the interest on their note. Farmhouse has not paid their water and
sewer for the last two years, but the charges have been transferred to their taxes. Their note is
due in 2014 and they only have to pay interest on the note until then. President Cronin stated
that the District needs to come out ahead financially if customers are not paying their water and
sewer charges. If this becomes a habit with more of our customers, President Cronin asked if
this is going to trip us up and, if so, we need to get ahead of this. Edwards commented that we
haven't seen a huge spike in customers letting the water and sewer charges go to the tax role.
Smith stated that in addition to the accumulated 12% late charge, a $100 fee is attached to
charges transferred to the taxes.
Director Fast moved to approve the December and January financials as presented. Director
Daniels seconded the motion. Motion passed, 6 yea votes to 0 no votes with President Cronin
voting.
SEWER OPERATIONS

r

Burroughs reported that the flows have been up a little bit in December and January, which
corresponds to what Wheeler reported in the resort's increase in skier count and lodging.
President Cronin asked Burroughs if we need to do anything different in operations with the
increase as reported by Wheeler. Burroughs stated that we will need to pump to the Yellowstone
Club in about March for about a month, or month and a half. Burroughs does not foresee any
problem with spring runoff. Burroughs reported that if there were any leaks on the YC line he
would notice it within an hour with the monitoring he has. In regards to the high sewer
expenses, Burroughs reported that we did adjust a lot of manholes and cleanouts so that they
wouldn't break. Edwards added that the District staff spent a lot of time at the Silverbow
project, plus other maintenance type issues that we wouldn't usually have. Burroughs reported
that a big cost was from replacing a pump at YC that had froze up—it was $28,000 and we were
outside of our warranty period.
Manhole Lid Design: Burroughs distributed the contest rules, noting they were finalized after
committee review and comment. Burroughs asked the Board for a decision on the prize amount.
President Cronin said that Bill Shropshire would like to make sure that the design wouldn't
create any sharp areas, or raised areas that will create problems. Burroughs stated that those
concerns will not be an issue. Edwards reported the suggested monetary amounts have ranged
from $500 to $2,000 and suggested $1,000 as a middle ground. Smith suggested that the
amount come out of the Directors reimbursement allotment. Burroughs will get the contest
advertised through the local newspapers and distributeflyers in the community. The closing
date will be the end of the ski season.

Director Daniels moved to approve the $1,000 prize awardfor the manhole lid design contest
and have it booked per Smith's suggestion. Director McRae seconded the motion. Motion
passed, 6 yea votes to 0 no vote with President Cronin voting.

Compost: President Cronin commented that the compost report is quite substantial and
impressive. Burroughs said he just fills in the numbers. Edwards reported that with reused
biosolids facilities, EPA requires reporting and that processing standards have to be met.
Edwards stated that we have not had any problems getting rid of compost. Burroughs reported
that the bulk of the compost is sold to landscapers, but we do have homeowners come in and buy
small amounts. Smith reported that about $7,000 has been collected in sales, but that number
also includes the sale of a few rocks.
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WATER OPERATIONS

Edwards reviewed Muscat's production report that showed that the meadow system use has
dropped a little bit. Edwards feels that the numbers reflect the repairs done at condominium
complexes such as Silverbow and Yellowstone. Edwards reported that a leak was found at the
Yellowstone Condominium swimming pool and that is being fixed and the pool repair flows will
be monitored through their meter. Edwards attributes the fix on this leak to Scott Hammond who
is their new condominium manager as he thought the use numbers were high in comparison to
another condominium complex he manages. Leak detection will continue to be done every
summer. The mountain village numbers are quite a bit higher than the meadow now, so we may
focus on leak detection in that area—particularly in vacant lot area where leaks can occur on
curb stops without detection. Glacier Condos is the only older complex that we need to check.
Director Allgood asked with the mountain to meadow pipeline how often does the water flow
through the lines. Edwards said that due to Aspen Groves, the line is used daily as they now get
their water from the mountain. On normal demand, the mountain is not filling the meadow tank,
just the Aspen Groves tank.
Edwards noted that the Consumer Confidence Report (CCR) has been done and will be
published in the Lone Peak Lookout as required. We will also need to do the CCR for Spanish
Peaks. Edwards reported on the Yellowstone Club's positive coliform water test on Andesite
Ridge. The District tests were fine during the same interval and when Yellowstone Club retested
it was clean. As requested by the Board, Edwards will do afollow-up article to the CCR report
and talk about the leak detection and repairs and the great quality ofthe water.
MOUNTAIN LAKES CONDOMINIUMS WELL REQUIREMENTS

Edwards wrote to Leonard Liston about the annexation agreement and the requirement to drill
another well by December 2011. In talking to Liston, Edwards reported that it is their intention
to still move forward with the annexation, but it will be revised. Liston is supposed to email
Edwards a new site plan. President Cronin asked that Edwards get specifics on deadlines.
Edwards is trying to avoid the deadline approaching without a plan to move forward. They are
not currently hooked up to the District's sewer system and they still are not annexed as the

ordinance has not yet been adopted. Edwards stated that the Mountain Lake well depth should
make the mandatory chlorination mute. President Cronin asked board members if they are
interested in being flexible with Mountain Lake with the December 2011 deadline. Edwards
stated that he feels that the initial 2-year deadline was fair and the board agreed. Director Fast
said that he feels the board can address the issue if Liston asks for an extension.
AMEND AGENDA

Director Olson moved to amend the agenda. Director Daniels seconded the motion. Motion
unanimously passed.
DIRECTOR RESIGNATION

President Cronin reviewed board member Weltner's letter of resignation. The board directed

staffto document the board's meeting schedule and boardmembers attendance for thefile.
Edwards will talk with Charlotte Mills and have the replacement issue on the agenda for the next

meeting. The board discussed advertising in the Lookout for interested board members to fill the
position. Director Allgood suggested that the board review the charter of organization with
district counsel and then decide if we should advertise. The board noted that there will be 5 seats

up for election this year. Director Fast stated that we do need to advertise to fill the vacancy.
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Director McRae moved to accept the resignation ofBetsey Weltner as written andfor Edwards
to talk to counsel and the election department prior to advertising. Director Fast seconded the
motion. Motion passed, 6 yea votes, to 0 no votes.
(Director Fast left at 9:23 am.)
SEWER & WATER PERMITS

Edwards reported that the ordinance requires the board to approve permits over 5 SFEs.
Edwards, however, would like to work on amending the ordinance to address this SFE limit issue
and the holes in service areas in the ordinance—just clean up the document. Edwards will need
to coordinate the clean up with the zoning narrative.
Edwards reported that TNG, LLC submitted an application for 7.67 SFEs for a commercial
project in the Town Center, Lot CI, Block 5.
Director Allgood moved to conditionally approve the TNG permit application for 7.67 SFEs as
presented. Director McRae seconded the motion. Motion passed, 5 yea votes to 0 no votes
with President Cronin voting.
(Director Allgood left at 9:47 am)
WASTEWATER OPERATOR HIRING

Edwards reported that 18 applications were received for the wastewater position advertised in
January and offered the applicant file to board members for review. Edwards and Burroughs
have rated the applicants and they will bring in 3, or 4, applicants to interview. Edwards said
that he didn't feel that we could make it a requirement for the applicant to live in Big Sky, but it
would be helpful if the new operator did reside in Big Sky. If any board member wants to be
involved in hiring, Edwards said to contact him. With the water conference coming up, Edwards
feels that the new hire will probably not occur until March. Edwards will let the board know
who we intend to hire. Edwards said that he will defer to Burroughs as the new hire will work
with Burroughs all the time.
YELLOWSTONE CLUB SNOWMAKING PILOT PROJECT

Edwards reported that we are still working with DEQ to finalize our pilot study for snowmaking
and a revised pilot proposal was provided in the board packet. If approved by DEQ, the site
preparation will occur this summer with snowmaking to start November 2011. According to
Edwards, this will probably be the biggest project for the District this year. President Cronin
stated that this project may lead the District into serving the canyon and if it does, we need to be
prepared to address capacity and fees. Edwards said, if this pilot works out, this will help us get
to full build out. Edwards reported that the golf course in YC doesn't use, or need, as much
water as they had originally thought, so getting rid of treated wastewater will be an issue and we
do need to develop these other alternatives. President Cronin stated that Edwards needs to work
with the county zoning on their density designations for the canyon. Edwards feels that the
District will probably need to consider other areas, like Firelight, before annexing the canyon.
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Edwards reported that we are working on the monitoring system for Boyne's golf course.
Edwards noted that the golf course maintenance shop is still on a septic system, and he will be
asking Boyne to hook the shop to the WSD sewer system. If their septic drainfield is
contributing nitrates, their impact could be our problem—like the state putting us on a
compliance program if the nitrates are high in the middlefork even though it may be caused by
their drainfield. Edwards feels that the maintenance building needs to be connected even though
it will need a lift station and they are technically outside the 500 foot requirement for connection.
MEADOW VILLAGE WATER SYSTEM PROJECTS

Edwards reported that staff will keep monitoring the reseeding and weed spraying on the
distributed areas. Edwards reported that Loren Bough has been very happy with the restoration
results, and is receptive to having us spray weeds and reseed if needed.
(Director Daniels left the meeting at 9:55 am.)
MOUNTAIN LODGE BANKRUPTCY

Smith reported that District asked counsel to look into the legality of collection of water and
sewer charges on the Mountain Lodge/Quackenbush since they are going through bankruptcy,
but we have not heard anything. President Cronin directed Smith to consult legal counsel
versed in bankruptcy ifneeded and be as proactive as we can, possibly even being on a
creditor's committee. Edwards feels that we should just be a second legal opinion. Bill
Shropshire commented that the creditor's committee for either unsecured, or secured, creditors
has to approve the reorganize plan. President Cronin is concerned about missing important
deadlines and making it impossible for the District to collect what is owed. President Cronin
directed Smith to be as careful and thorough as we can on this issue.
GENERAL CORRESPONDENCE

There was no general correspondence requiring board action.
NEXT MEETING

Staff will email the board for availability in setting the next board meeting. President Cronin and
will Director Olson will be gone on April 19. The board may meet in March.
ADJOURNMENT

Director Olson moved to adjourn the meeting at 10:30 am. Motion unanimously passed.

Dick Fast, Secretary

02-15-11. min (Board Approved 3/31/11)

BIG SKY WATER & SEWER DISTRICT NO. 363

Regular Meeting Minutes - March 31, 2011
WSD Community Room

The Big Sky County Water & Sewer District No. 363 scheduled a regular meeting for 8:00 am
on Thursday, March 31, 2011, in the WSD Community Room. President Packy Cronin called
the meeting to order with the following Board members present: Vice-President Gary McRae,
and Directors Dick Allgood, Jeff Daniels (left at 9:48 am), and Bill Olson. Secretary Dick Fast
was not present. WSD staff present were Ron Edwards, Marlene Kennedy, Terry Smith, Jim
Muscat, and Grant Burroughs. Others present were Boyne representative Brian Wheeler,
Mountain Lakes representative Leonard Liston, and former board member Bill Shropshire.
PUBLIC FORUM

President Cronin called for public comment at 8:10 am. Brian Wheeler reminded the board that
Boyne no longer owes another $250,000 annual payment. In addition to the annual payment,
Boyne has used 600 SFEs where the surcharge was applied. According to Wheeler the resort is
hitting a lot of records this year and, with a record of 350,000 skiers in their sites, the District
should see this increase in their flows. Wheeler reported that with APEC being held in Big Sky,
there should be about 3,000 people on the mountain around May 11-12, but the daily average
will be about 1,200 people during the period May 2-22. The resort will officially close on May
24, reopen on June 16, and close again on October 3.
With no further public comment, President Cronin called the meeting to order at 8:20 am.
MEETING MINUTES

Director Olson moved to approve the minutes of February 15, 2011, with the spelling
correction ofAPEX to APEC. Director Daniels seconded the motion. Motion passed, 5 yea
votes to 0 no votes with President Cronin voting.

Regarding the board vacancy, President Cronin asked if a new board member was appointed at
this meeting do they start participating immediately. Edwards stated that an appointed board
member could start immediately.
AMEND AGENDA

Director McRae moved to amend the agenda to address the Board Vacancy and Mountain
Lakes agenda issues. Director Daniels seconded the motion. Motion unanimously passed.
BOARD VACANCY

Edwards reported that at the last meeting Director Betsey Weltner resigned. Edwards
subsequently talked with the Gallatin County Election Department and District legal counsel and
was informed that the board can vote to fill the vacancy and then the District will need to notify
the county of the appointment. That appointed person would then serve out the term of that
vacancy. Additionally, Edwards noted that five seats are up in 2011—the two county
appointments and three elected seats. The appointments are for six years. Director Allgood
asked about looking at staggering the appointments so that they do not line up with the other
term limits. Edwards reported that the District bylaws require two appointments, but the statutes
do not require it. Both Directors Olson and McRae noted that they have never heard from the
county offices they represent. There have been two other elected board members from Madison
County in addition to Weltner. President Cronin noted that Betsey Weltner ran against Bill
Shropshire and won and, with Director Weltner's resignation, he recommended Shropshire to fill
the vacancy since he is willing to serve.
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Director McRae moved to appoint Bill Shropshire to fill the board vacancy created by the
resignation ofBetsy Weltner, whose term expires in 2013. Director Olson seconded the
motion. With no discussion, the motion passed, 5 yea votes to 0 no votes with President
Cronin voting.
Edwards noted that Packy Cronin is the longest serving board member with 14 years on the
board.

Director Shropshire asked that Edwards speak with the countiesabout staggering the appointed
terms so that those terms do not expire at the same time as the elected positions. Edwards will
follow up with legal counsel and the Gallatin County Election Department.
MOUNTAIN LAKES CONDOMINIUMS AGREEMENT EXTENSION REQUEST

Edwards reported that he had sent a letter to Leonard Liston regarding the clock ticking on the
conditions for annexation. The annexation ordinance has never been approved so Mountain
Lakes is still not in the District. They are currently served by our water, but have a private septic
system. In talking with Liston, Edwards reported that the project scope has changed and a letter
from Liston is in the packet that formerly requests an extension. The letter outlines Phase II of
the project and asks for an extension to December 31, 2012, plus other modifications to the
agreement that would then allow them to file their plat for the project. Liston reported that the
first building is sold out and the project will have 30 units at build out. They reconfigured the
project to 3 buildings of 10 units, but they have hunkered down right now due to the economy as
they do not currently have the market support, but hope to start the next phase in spring of 2012.
The first component of Liston's request is to get the District to approve an extension of the
requirement of the well that adjusts the timing with the market. Liston said that they just need a
year extension on the conditions—doing everything concurrent with the next building. To be
able to get funding for the next building, they need to get final plat approval from Madison
County and Madison County has asked that they demonstrate that the project is in the District
before they give final plat approval. According to Liston, Mountain Lake Partners is asking to
be annexed now so that they can get funding, but they still plan on meeting all the conditions—
fees, wells, etc.—just restructuring the timing of the conditions and they are optimistic about
starting in 2012. Liston reported that they do not have any other improvements that they have to
do to get final plat approval. They have preliminary plat approval for another year and they
could extend their preliminary plat for another year, but they cannot take buy-sells without final
plat approval. The developers have not determined the placement of the buildings. Edwards
said the test well is 6" and moving it shouldn't be a problem for finding water in another location
on the land—it would be easier access if it was moved. Edwards asked Liston to involve the

District in placement ofthe well. Liston stated that when that time comes, he will involve the
District. President Cronin asked ifthe water line that started the issue has a recorded
easement. Both Edwards and Liston felt that there is a recorded easement for the existing water
line that serves the existing building. President Cronin stated that he is not passionate about the

request either way, but is taking the position that we should stick with the original deal. Edwards
stated that the two issues are the extension of time performance for drilling the well and the other
is annexing without the conditions being met per the original agreement. Director Allgood asked
at what point in the construction loan the well will be put in. Liston reported that the well would
be put in upfront. Director McRae asked if we could be guaranteed that we will have a well in
2012. Liston could not guarantee that would happen. Director Olson asked how we know if
2012 will be any different than this year—will we see Liston here asking for another extension.
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Director Allgood suggested that we go ahead on annexation with conditions to be met prior to
any hookups. Director Daniels asked what the cost of meeting the conditions would be. Liston
and Edwards both thought the costs would be several hundred thousand dollars. Liston said that

they are just trying to survive these economic times and, regardless of what happens in the future
for development, he doesn't see a downside as they will not be allowed to connect unless the
conditions are met. Edwards statedthat the District would not allow even the existing units to
connect to the sewer until the conditions are met. President Cronin asked if it would be improper
to allow annexation without immediate connection. Edwards reported that properties in the
District are not required to connect to the District if they are 500' outside of a District's sewer
line. Edwards stated that, once the property is annexed, he would want to add the property to the
waterand sewer taxingfor bonddebt repayment even though they will not be connected until the
conditions are met. The $10,000 per SFE will still have to be paid as stated in the agreement.
Edwards reported that an amendment will have to be done. Director Olson stated that, in his
view, the original reason for annexation was to get the drain field out of there and that still needs
to occur.

Director Shropshire moved to approve the annexation ofMountain Lake development into the
District and to amend the water and sewer jurisdictional areas to include the Mountain Lake
Condominiums parcel. All other conditions ofthe original Annexation Agreement must be
fulfilled prior to any new sewer and/or water connections. Director Allgood seconded the
motion. President Cronin calledfor discussion. Edwards will set up the document so that it
can be recorded. The annexation ordinance will have to be revisited with listing the
conditions in the ordinance. Director Allgood wants all outside expenses to record the
document and making the changes to be billed to Mountain Lake. Motion passed, 6 yea votes
to 0 no votes with President Cronin voting.
FINANCIALS

Smith said the usage for the quarter will be available today. Smith did provide a preview of the
bigger users and anticipates that we will be at an operating loss at the end of quarter. Based on
the usage numbers, we are at a $40,500 operating loss right now. Smith did not feel there was
anything unusual this month that needed the board's attention. Our operational cash flow this
year is positive. Edwards reported that on the sewer side we had a lot of repair expenses (about
$40,000) last year, but we do not anticipate costly repairs this year.
Director McRae moved to approve the February financials as presented. Director Daniels

seconded the motion. Motion passed, 6 yea votes to 0 no votes with President Cronin voting.
Bond Debt Estimated Mill Levy: Smith reported that the mill levy estimate was in the board
packet. We are up about 2 mills on the water side and 1/100 of a mill on the sewer side.
Edwards reviewed the taxable value summaries provided in his managers' report. The
noteworthy thing is that we had a drop in value for the first time, dropping 6.6% in Gallatin
County and the effect is that it drives the mill rate up. Madison County increased 3% on the
water and 4.2% on the sewer side. The statement received from the counties certifies the values.

Once annexed, Mountain Lake property will be included in the bond debt. This year's combined
water and sewer bond debt estimate is for 54.63 mills, 27.57 for water and 27.06 for sewer.

Smith reported that last year we received about $35,000 from resort tax. The board needs to
approve the estimated tax levy to cover the bond debt payments for 2011 and then it has to be
submitted to Gallatin and Madison County Treasurer's offices. The estimated mill rates do not
include any resort tax funding for the debt service.
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Director Daniels moved to approve the estimatedbond debtservice mill ratesfor waterat 27.57
andfor sewer at 27.06. Director Shropshire secondedthe motion. Motion passed, 5 yea votes
to 0 no votes with President Cronin voting. DirectorAllgood was not presentfor this vote.
Vice President McRae signed the mill levyform as acting secretary.

President Cronin explained how Gallatin County assigned the values to the property using
figures from 2008. It was noted that the lack of real estate sales does not fit into the concept of
assigning property values. Edwards stated that our use of the PIC funds is where we have been

able to smooth out the tax levies. The Section 1 property had always been mistakenly taxed and
they are now officially out of the taxing district. Edwards stated that the mill levies are a bit of a
moving target.

Bankruptcy Case on Mountain Lodge: Smith reported that, according to legal counsel, we are a
secured creditor in regards to the Mountain Lodge. Quackenbush supposedly paid his ex-wife's
attorney $200,000 last year and the bankruptcy court is pulling that back. Once that is collected
it is anticipated that the taxes will then be paid, which will also pay the delinquent water and
sewer charges on the tax rolls. Director Shropshire asked if the District should shut off service to
these types of delinquent accounts. President Cronin stated that he would not want to eliminate a
property's fire suppression system. Muscat explained that the fire suppression could be secluded
and the rest of the water can be shut off. If the property is sold, the attorney, the accountant, and
the taxes get paid first. Director Shropshire said that if this person is not paying his post-petition
obligation, the creditors need to force liquidation. Director Shropshire stated that, if time allows,
he will attend the bankruptcy hearing on April 4, 2011.

(Director Daniels left the meeting at 9:48 am.)
SEWER OPERATIONS

Edwards reviewed Burroughs flow report~we are down a little from 2009. Edwards feels that
this is in line with what we expected. We have one motor on a booster station for the irrigation
on the golf course that still needs to be changed out and then we are ready for the season.
DEQ Correspondence: Edwards reviewed the letter from Terry Campbell, DEQ, that requires us
to put together a nutrient management plan before we irrigate with wastewater. DEQ had bad
data and Edwards will get that corrected for the records. Our intent is to get the plan together.
President Cronin asked if this is making the District panic. Edwards said that DEQ's intent is to
get us to monitor how much wastewater we use to irrigate and he doesn't feel that is a problem.
Edwards said that there are a few drain tiles on the golf course that need to removed/abandoned
and we have already met with Boyne representatives (Sam Woodger and Taylor Middleton) and
they will get this done. Edwards said irrigation software is needed on Boyne's irrigation and he
will ask them to address this issue. President Cronin stated that the District is taking the heat to
get these improvements done on the golf course irrigation. According to Edwards, the TMDL
work is what is driving the requirement of the plan. Edwards said DEQ does have the authority

to limit irrigation, but land application is not a DEQ permitted disposal. Edwards feels that DEQ
is just trying to get good data to show that we are staying within our design limits. If we need to
move additional water, we will need to pump it to the Yellowstone Club. Edwards said our goal
is to get something in front of DEQ by their April deadline.
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Snowmaking: Edwards reported that the DEQ has been sent our updated Pilot Snowmaking
Project proposal.
Wastewater Operator Position: Edwards reported that six applicants were interviewed and the
position will be offered to Peter Bedell who is a resident of Big Sky. Edwards stated that there
were probably more qualified applicants with certifications, but Bedell had a strong list of
references that were local Big Sky references and he lives in Big Sky. Edwards does not feel
Bedell will have a problem with receiving certification.
WATER OPERATIONS

Muscat reviewed the flows provided in the packet, and stated that he is confident that the
Silverbow project is a success as production is down about 3 million a month. Overall, the water
system is running very well right now. We are using only about three-fourths of one well's
production right now—we are sitting the best we ever have. According to Muscat and Edwards,
the only thing we need now is to get the new meadow wells on line, and they would like to do
that without chlorination. Muscat reported that the Sweetgrass Hills tank will be painted this
summer. There will be ongoing maintenance and we will now focus on the mountain. President
Cronin asked that the District not schedule any maintenance on the mountain during the APEC
conference in May. Edwards will follow up with Taylor Middleton on getting security clearance
for staff for maintenance on our water and sewer systems.
SEWER & WATER PERMITS

Edwards reported on a house under construction in Cascade that is drilling a well for heat
recirculation use. Edwards needs to write a letter to theproperty owner to address this.
President Cronin asked why they don't just use our water if it is a closed system. Edwards asked
the board if we should consider approving the well as an allowed us. President Cronin asked
where the water is being discharged. Director Shropshire said if it is non-contact water, then
there isn't a problem, but if there is contact then there is a problem. Edwards said that our
ordinance does not allow any wells without permission from the District. With the heat pump
issue, we will need to know about it, and the District needs to know what is being discharged.
Director Allgood stated that we may need to require a permit and have periodic (annual) testing
on what is being discharged. Director Allgood asked what the results have been with the
meadow village building pulling water out of our meadow pond. Edwards wondered if there
were any water rights issues with a well but assumed that approval would be given if it is under
35 gpms. With the well already being drilled, Edwards needs to follow up.
RESORT TAX APPLICATIONS FOR 2011-2012

Edwards noted the resort tax schedule—with April 13 as the submittal deadline, May 11 for Q &
A, and June 15 for allocations to be awarded. Edwards will request $300,000 for bond debt for
water and sewer. He does not intend to ask for any funding for the storage pond liner project.
Edwards feels that the big dog fight out there in the future is the historical water usage at
Yellowstone Club's golf course. It is way down from what was originally planned and
maximizing disposal could be a problem. Director McRae suggested using the value system and
to have the capability to use the storage capacity at Spanish Peaks.
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Edwards reviewed the list of all the entities that have received resort tax funding and the District
has been the biggest receiver with the fire district right behind. Director Allgood noted that the
resort tax boundary is about double the area the of the water and sewer district. President Cronin

said that the district should focus on projects, like snowmaking, that benefits properties outside
of the water and sewer district. President Cronin reported that the biggest reason why Big Sky
has a resort tax is for infrastructure like water and sewer.
GENERAL CORRESPONDENCE

There was no general correspondence for the board to address.
OTHER BUSINESS

Northwest Energy: Edwards reported that he met with Northwest Energy's supervisor regarding
the colors on the retaining wall and recommended leaving it the color it is as it doesn't look too
bad. Edwards said that the wall needs to be sealed and once that is done, there won't be the
opportunity to stain it. The board agreed to leave the retaining wall color as it is. Edwards
thought the project is about 95% complete. President Cronin directed Edwards to make sure
that the reclamation includes the temporary access roads. Edwards reported that the substation
in Sweetgrass will be removed, but there will be a flat pad that remains. President Cronin

directedEdwards to check into finding out who will be responsible for the irrigation andpest
management ofthe trees. Edwards said that a walk through will need to be done when the snow
is gone. President Cronin directed Edwards to also take care ofgetting the spraying donefor
weevils/pests on the trees along the highway corridor. President Cronin asked who drove the
snowmobile all over by the plant, and asked Edwards tofollow up so that it doesn 7 occur in the
future.
Moonlight Basin: Director Olson reported that Lee Poole has said that they have found
financing and Lehman Brothers have been asked to consider the offer.

Manhole Lid Design Contest: Burroughs reported that only one design in concept has been
received for the Manhole Lid Design Contest. He feels that there is interest in the community.
The criteria forjudging has not been set in stone, but the design has to be castable. The judging
panel also has the right to reject all entries. Burroughs said that the manhole lids will not be
colored.

Board Vacancies: Edwards reported that only Les Loble has contacted him regarding the
upcoming vacancies. Director Shropshire suggested that a community forum be held with the
candidates if there is going to be a contested election and that the forum needs to include
questions regarding issues previously addressed by the board. Director Olson also suggested that
the board offer a couple of public meetings for candidates. Director Shropshire asked Edwards
to contact Madison and Gallatin Counties to extend the appointed positions. Edwards feels that
can be changed in the District Bylaws. Edwards said the appointments could be in even years as
the elected positions are on odd years. Director Olson would also like the appointed positions be
staggered so that only one appointed position would expire in any given year. The elected
positions cannot be staggered. Director Allgood asked Edwards tofollow up now on extending
the appointmentsfor one year and three years so that they would then be in a non-elected
timeframe/cycle. Edwards also wants the appointed positions to be four-year terms.

WSD 363 Meeting Minutes of March 31, 2011
Page 7 of 7
NEXT MEETING

The next Board meeting is tentatively scheduled for the fourth Tuesday, May 24, 2011, at 8:00
am.

ADJOURNMENT

Director Olson moved to adjourn the meeting at 11:28 am. Director McRae seconded the
motion. Motion unanimously passed.

)ick Fast, Secretary
3-31-11. min (Board approved 5/24/11)

BIG SKY WATER & SEWER DISTRICT NO. 363

Regular Meeting Minutes - May 24, 2011
WSD Community Room

The Big Sky County Water & Sewer District No. 363 scheduled a regular meeting for 8:00 am
on Tuesday, May 24, 2011, in the WSD Community Room. President Packy Cronin called the
meeting to order with the following Board members present: Vice-President Gary McRae, and
Directors Dick Allgood, and Jeff Daniels (left the meeting at 10:42 am). Directors Dick Fast
(left the meeting at 10:08 am) and William Shropshire (left the meeting at 11:03 am) participated
via telephone. Director Bill Olson was not present. WSD staff present were Ron Edwards,
Marlene Kennedy, Terry Smith, Jim Muscat, and Grant Burroughs. Others present were water
rights attorney Matt Williams, BSOA water rights consultant Carl Uhlig, BSOA executive
director Mary Jane McGarrity, and Blue Dog Business Services representative Erick Lovold.
PUBLIC FORUM

President Cronin called for public comment at 8:12 am. With no public comment, President
Cronin called the meeting to order.
MEETING MINUTES

Director Daniels moved to approve the minutes ofMarch 31, 2011, as written. Director
Allgood seconded the motion. Motion passed, 6 yea votes to 0 no votes with President Cronin
voting.
FINANCIALS

Smith reviewed the budget vs. actual expenses with operating revenues about 1.5% below
budget, and operating expense is about 2% below budget. Smith reported that the budget is
positive because of the water operations~we are still in the red on sewer operations due to a
number of sewer maintenance items this past year, but Smith is not concerned. According to
Smith, with non-operating revenues everything will turn around with receipt of tax revenue and
resort tax. The Lodge also paid both the past due on the taxes and the current balance.
According to the bankruptcy proceedings, The Lodge is to stay current with operating expenses,
i.e. water and sewer. Director Shropshire believes that if a payment is missed by more than 15
days or so he thinks we should notify the court or the trustee in this case. Smith noted that Big

Sky Apartments has not paid any of their current fees, but they did pay the past due fees
collected through the taxes. Smith said that this past quarter is the first quarter that the usage
was up a significant amount since the down turn in 2007-2008 and he feels that we will continue
to see the same type of numbers. We will know for sure at the end of the September quarter if
we are in good standing.
Director McRae moved to approve the Aprilfinancials as presented. Director Daniels
seconded the motion. Motion passed, 6 yea votes to 0 no votes with President Cronin voting.

FY 2011-2012 Budget: Smith reported that last quarter (January-March) was very encouraging,
but he isn't expecting a banner year and is projecting flat usage in preparing the budget. Smith
explained that the PIC fund has been used for debt service as in the past. Edwards stated that the
PIC is also used to even out the mill rate for repaying the bond. Smith noted that on the water
side we will use about $60,000 in reserves as we don't have PIC funds for water operations.
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Smith reported that he expects a positive cash flow on both water and sewer. Smith did not
include a line item for pond aeration as that can come out of SRF funds. According to Edwards
the aeration work will be done in the fall when the ponds are drawn down. Edwards stated that
$50,000 will come out of PIC to finish the rock pond liner. The projected PIC fund revenues are
$45,000, even though we have only collected $29,000 this year. Edwards reviewed the scheme
of the depreciation schedule and without any new projects coming on line the amount to put in
our budget to cover depreciation is coming way down. Smith reported that $141,000 in SRF
money will be used to complete wells 4 and 5. Smith explained the restricted funds are restricted
to assets to either water or sewer improvements. Edwards reported that without a rate increase
being proposed, we do not need to have a public hearing. Edwards stated that the budget does
need to be approved by the board and a board meeting could be scheduled in June to approve the
budget. To stay consistent with approval/adoption of previous budgets, a June board meeting

regarding the budget will be advertisedin the paper. Smith summarized the FY 2011-2012
budget noting the increases and decreases.
BSOA POND RESTORATION

Edwards revisited the history of the BSOA pond restoration project that will rehabilitate the
ponds. With changes in regulations, they can no longer dredge and hired Carl Uhlig, Atkins
Global of Missoula, to come up with a solution for restoration which includes using the District's
water rights. Matt Williams attended the meeting on behalf of the District and Mary Jane
McGarrity was present to represent BSOA. Edwards said the water rights applications would
come from the District since we hold the water rights. Uhlig briefly reviewed the proposal as it
stands today after revisions suggested by Matt Williams. They are asking the WSD board to
approve the use of two surface water rights—and a WSD signature is required on the application
form so that it can be filed. They proposed to modify the pond and make it off stream;
separating the pond from the stream channel. The Little Coyote pond is currently not a part of
the water right and they are proposing to add it the recreational water rights. Uhlig stated that
the claim is filed for more acreage than we are currently using. Both Uhlig and Williams felt
that a change in water rights application is onerous, but doable. Uhlig stated that this is the
opportunity to move forward with the BSOA pond restoration by doing a little fix with the water
rights. Edwards asked if it will hold up with water courts and DNRC. Responding to Edwards,
Uhlig said the entities are very anal about looking at the historic use prior to 1973, but this
proposal would keep us out of the water courts. Uhlig reported that Joe Griffiths has some
historic photos that will show the development and use prior to 1973 (Crail Ranch) and they are
still in the process of digging up other information. Matt Williams stated that the primary risk
isn't intendant to this project. Williams said that our 1902 water right is for high flow and
usually by July we will have to stop pumping and we would need a more senior water right.
Williams suggested a change in use in the water rights and explained the reasoning. Williams
said the historic use and historic consumptive use are different. The other twist with DNRC is
they will take the historic consumptive use and prorate it over the irrigation system for a constant
flow and with the golf course water use that doesn't work. They will compare the historical
consumptive rates with what has actually been pumped to the golf course—if there is a big
variance/disparity in our numbers that will be a problem. Uhlig suggested that this year the
District and the golf course keep accurate track of what we are actually using. Uhlig based his
usage numbers on a season long irrigation like what was done with the Crail Ranch irrigation.
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Uhlig needs to know if there is enough of a cushion of what the District actually uses and the
historic consumptive use. Edwards stated that because we use treated wastewater, our number

can be all over the place, i.e. this year we are already drawing from the wastewater pond because
our ponds our full and have not yet used surface water. Uhlig showed a map where areas could
not be irrigated, chapel, park, etc. so that the water right could be transferred to the ponds.
Edwards stated that we have needed the middle fork in previous years for irrigation. Edwards is
also concerned if there is a need to move the intact infrastructure. President Cronin asked if we

will have a problem with our agreement to send water to the Yellowstone Club. Edwards noted
that the Yellowstone Club is second in line to receive water. President Cronin feels that there

may be conflicts with entities that have been using our water. Edwards noted that the golf
courses have not been using the amount of reclaimed water they thought they would and they are
not concerned about us using the water elsewhere. Edwards doesn't know if we can put our
thumb on all the potential impacts of changing the water rights. Matt Williams stated that
sometime in the future we will be affected by the 1902 water rights and we will be shut off in
July. Williams noted that if we run into problems with the DNRC application, we can just pull
the application. Mary Jane McGarrity reported that BSOA has pretty good reserves to cover the
pond restoration, but they do not have the funds to solve the historic problems. McGarrity stated
that if this explodes into a DNRC water rights toy, the BSOA will not foot the bill. McGarrity
reported that the pond has been dredge three times before and the sediment is currently 19 feet
deep and restoration needs to occur to continue having a pond. Without restoration, the pond
will turn into a willow growth area. Uhlig stated that DNRC will not allow dredging unless the
pond is off stream—BSOA could try the grandfather clause to dredge, but Uhlig doesn't believe
they could get approval. Uhlig said that DNRC wants the pond temporarily moved off-stream
for pond restoration. Matt Williams reported that the Boswick application and litigation is
important for the District but not in this application. Edwards is comfortable with the capability
of being able to withdraw the application, but is concerned about drawing attention to the
Districts water rights and creating a problem now. Williams stated that the volume from the
pond will have to be monitored. Edwards reported that the District has meters on all of its ponds,
but we will not be irrigating the park this year so those numbers will not be available. Uhlig said
that use could be estimated. Edwards said our intake at the ponds will have to be moved if the
sediment problem isn't taken care of. Williams stated that the risks are we supplying water to
anyone that we don't have a permit for and that the water supply can be shut off on July 10.
Edwards noted that the Yellowstone Club water supply from the mountain could get reviewed
and be a problem since the water is going outside the district. President Cronin stated we should
consider doing nothing. Uhlig reported that, if needed, the YC has two wells below Warren
Miller Lodge and they could push water to the Andesite Ridge to cover their water needs there.
Williams is concerned about the District being able to use their current. Williams asked that
BSOA cover any costs that the District incurs for filing and any legal costs associated with the

issue in the future. Director Shropshire didn't see any advantages to the district to participating
in this project and the disadvantages are more onerous than the advantages and would
recommend playing it safe. Williams offered to review Uhlig work on the YC wells. President

Cronin feels that if we are jeopardizing our ability to supply water to YC we shouldn't risk it.
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Director Fast stated that he is hard pressed to make sense of what has been presented. Director
Fast would like to see a clear layout ofwhat is being askedof WSD and any costs, benefits and
potential implications ifthe WSD takes these actions. President Cronin askedfor a summary of
what the risks would be by approving the application. Edwards said that a District can legally
enter into agreements to provide a service outside their district, but DNRC is now questioning
that authority. Based on the uncertainty (opening a can of worms) President Cronin
recommended tabling any action on the request. Director Daniels suggested possibly annexing
in that part of YC into the District. Williams wants someone to assess the life of the existing
pump station as we may have to address this soon. President Cronin does not want to confuse

the potential to move the inlet with the issue before the board today. Uhlig will provide
Edwards with the numbers today, and Edwards will have Williams and Ray Armstrong review
the numbers. McGarrity also needs to talk with the BSOA board as the issue is bigger than just
dredging the pond to maintain a fishing pond for children—it has already been five years of
engineering studies. Annexation of YC could include separate sewer and water service.
Edwards will get Uhlig's draft application and Edwards, Armstrong, and Williams will review it.
The issue will be on a meeting agenda in the future.
Dick Fast left the meeting at 10:08 am.
SEWER OPERATIONS

Edwards reviewed Burroughs flow reports, noting that we have never had million gallon flows.
Burroughs is checking for I & I and has not been able to determine where all the flow is coming
from. Edwards reported that through spring runoff we get increased flow, but we cannot tell you

where all the flows are coming from. It may be from the APEC conference. The pump used to
pump to Yellowstone Club that failed has still not been repaired. Edwards explained that it is not
an off the shelf pump and costs about $30,000, and it is also hard to get parts from the company.
President Cronin asked if we should have a pump on stand by and feels that is something that we
need to research. Edwards feels that since the company that builds the pump doesn't have a
stellar turn around for parts and repair, we probably need to do something. Edwards will get
some pricing and alternate pump manufacturers as there is enough money in our asset
replacement account. Burroughs reports includes the amount being pumped to the Yellowstone
Club. The Board liked Burroughs new chart where it includes gallons for each pump.
Burroughs reported that a little over 800,000 gallons were pumped yesterday. Burroughs said
that most of the water from the mountain is coming from the Huntley & Shoshone. Burroughs is
wondering if they have foundation drains hooked into the system, or if their lines are
cracked/broken as the water looks a little clear for wastewater. Burroughs believes that between
Low Dog Road and Aspen Groves we are picking up a lot of I & I. The Board directed

Burroughs to TVthe Huntley and Shoshone drains. Burroughs also suspects that there may be
drainage from the Black Eagle as he noticedtwo new clean out andplans on TVing there once
the snow melts. Burroughs said that the line at Spanish Peaks looks normal. Edwards said the
poop shoot line still has snow on it, but he will walk it this afternoon. The high flows are
surprising to Burroughs. Eric Lovold noted that he has reset the manhole cover off Swift Bear
Road as it always gets knocked off. Burroughs asked the board if we want to just order a new
Flow-Serve pump. Burroughs depends on the mechanics that service the pumps, and he and the
mechanics do not like this type of pump and asked if Ray Armstrong needs to be involved in
replacing the Flow-Serve pumps. (Director Daniels left the meeting at 10:42 am). Burroughs
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feels we are past the critical stage in pond storage as we have the irrigation going and we can
also pump a million gallons a day to YC if we need to. Burroughs said the pumps to the YC are
maxed out right now pumping 24/7. Director McRae is worried that we are running into the
worst runoff and we don't have a backup pump. President Cronin told Burroughs that the board
will back him up to get a back-up pump. The Board and Edwards asked Burroughs to look at
getting a different style back-up pump with a more reliable supplier. Burroughs will call FlowServe and Power Services and ask for an answer on who is going to pay for thefailed pump.
The Board wants a spare pump available in thefuture. Also, if Burroughs suspects that someone

suspects a sump pump, or footing drain, is hooked into the sewer system he requires that they
unhook it. President Cronin says the board and staff needs to take illegal hookups seriously.
Edwards suggested using smoke bomb tests that he has read about. Edwards and Burroughs will
do some research on the pumps so down the road we have stand-by pumps here in Big Sky.
They will check with Power Services on who and what they would recommend. With dealing
with 600psi, these are specialized pumps, and they are not just sitting on a shelf.
Manhole Lid Design Contest:

Edwards noted that out of 28 submittals a winner was selected

and a copy of the winning design that was submitted by Melissa Riviere was provided in the
board packet. All in all, Edwards feels that it was a nice project and we had a good response
from the community. Burroughs reported that the foundry has the drawing and will make a
three-dimensional mold. (Director Shropshire left the meeting at 11:03 am)
Golf Course Nutrient Management Plan: Edwards reported that a copy of the District's draft
Nutrient Management Plan and DEQ's response letter dated May 9, 2011 was provided in the
board packet. The District will address DEQ's comments and DEQ (Campbell & Teegarden)

will meet with us and Boyne golf course staff and Taylor Middleton in the next couple of weeks.
Edwards will set up a system so that the golf course personnel can track what they use on the
golf course. Edwards said they want the District to do reporting even though we do not to have a
permit for irrigation. Edwards would like to see Boyne upgrade the software that the District

initially installed in 1997. Edwards would also like to see a weather station installed. Armstrong
will need to review the fertilizer program and maybe fine tune it to take advantage of our
reclaimed water they are using. The state just wants to make sure that the District is staying
within the volume in the facilities plan.
New Wastewater Operator: Edwards reported that Peter Bedell will start as the new wastewater
operator on June 1, delaying his initial start date due to his prior commitments.
WATER OPERATIONS

Muscat reported that the water use at the Yellowstone Club has come down a little bit—they are
down about a million gallons from last year. The meadow village use is still way down and he
believes this is a reflection of fixing the leaks in the meadow. Muscat will be focusing on the
mountain this year. The painting of the tank in Sweetgrass Hills will occur soon and should take
only a couple of weeks. Additionally, a little landscaping maintenance will occur at the tank site.
YELLOWSTONE CLUB SNOWMAKING PILOT PROJECT

Edwards reported that the response letter from DEQ on the pilot snowmaking project in the
Yellowstone Club was included in the board packet. They have given the District the approval to
move ahead. The District will address the comments, work with Yellowstone Club staff to do

the site berming this summer, take some spring run-off samples this year for background water
quality data, and then make snow next winter.
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RESORT TAX APPLICATIONS

Edwards reported that the District applied for a $15,000 rollover for the pilot snowmaking
project, plus $300,000 for sewer and water system bond debt service. Smith represented the
District at the meeting as Edwards was at the AWWA conference. The Resort Tax Board

received 22 applications totaling 2.3 million dollars, plus the District's $500,000 commitment for
the Interim Action Work Plan. The resort tax collection was at 2.3 million in receipts at the end
of March and this total will increase, but Edwards doesn't anticipate a big blip from the APEC
conference. The appropriations meeting will be on June 15, 1:00 pm, at the Big Sky Chapel.
Edwards is confident that the $15,000 resort tax rollover will be approved.
DIRECTOR ELECTIONS

Per the Board's directive, Edwards contacted Madison and Gallatin County to request that the
two county appointed directors' terms be extended one year and to have future six-year
appointments fall on even years. Edwards reported that Madison County has extended Director
Bill Olson's appointment for one more year. If Gallatin County also approves the request, then
the District will only have three board positions to fill in November. The sitting board generally
recommends appointments, and in the past they have accepted the board recommendation.
Edwards reported that the appointment term length of six years is statutory and cannot be
changed.
SEWER & WATER PERMITS

Edwards reported that there is only a little bit of remodel traffic at this point.
ONLINE BILL PAYMENTS

Edwards reported that the District gets comments, or requests, for online credit card bill payment
systems and as a follow up researched the concept and feels it would work for the District.
Information from Chris Sund, Utility.Net, was provided in the board packet and a whole demo
system has been set up that Edwards will email the board member to peruse. Edwards feels that
there are a couple of benefits. Each month our Black Mountain billing would be updated to this
system where the customer could create a user name and password to log in to look at the
balances that are owed and the water usage. This information would be available whether the
customer pays with a credit card, or not and there is no charge for that. Edwards noted that there
are three businesses that are affiliated with credit card processing. Edwards doesn't feel that
there would be a lot of credit card payment traffic, but we could make it available. Edwards said
that the District can decide what cards to allow and also decide who pays the convenience fee.
An option to help pay for the service is to offer advertising that Utility Net sells. For a non-ad
supported system, there is a $1,200 annual charge and we could sell our own ad if we choose to.
Edwards reviewed the user fee costs for paying with a credit card. Edwards said we can add this
to our service and likes the benefit of an individual customer being able to see what their bill and
account balance is online. Smith reported that he already offers paperless billing via email and
automatic bank draft at no additional charge. According to Smith, the District only pays $2.00 a
month security fee for this service. Erik Lovold, Blue Dog Business Services, noted that the
utility rate is lower, but individual card rates go up to 3%. Visa and Master Card also have a .10
transaction fee added. Lovold's goal is to teach people the best way to use a processing center
and there will have to be a standard credit card processing fee. Lovold said the world is going to
online payment, and they see about 40% usages. Lovold also noted the other options out there.
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Lovold would like to talk to Chris Sund to see what he has as there are other options out there to
possibly eliminate extra costs. Lovold has systems they set up in house and would like the
District to take it into consideration. Erik feels the District has a good opportunity to
automatically draft the person's credit card. He doesn't feel that the debit card will be used
widely as most people use their credit card because of the pay-back benefits. Edwards said his
goal today was to introduce the credit card payment service to the board for consideration to our
customers. President Cronin said there is no rush, but to keep moving forward. Edwards would
like to be able to offer it at little, or no, cost to the District. A convenience fee is legal with a
utility business; it cannot be a fee just because the card is being used. Lovold said the
convenience fee needs to be set up to cover the costs to the District. Lovold will talk with Sund.
Edwards asked if President Cronin and Director Allgood supported him moving forward—
Edwards will keep working on it.
GENERAL CORRESPONDENCE

No board action was required on the general correspondence.
NEXT MEETING

The next Board meeting is tentatively scheduled for Tuesday, June 21, 2011, at 8:00 am.
ADJOURNMENT

Director Allgood moved to adjourn the meeting at 12:00 noon. Motion unanimously passed.

)ick Fast, Secretary
5-24-11. min (Board Approved 6/21/2011)

BIG SKY WATER & SEWER DISTRICT NO. 363

Regular Meeting Minutes - June 21, 2011
WSD Community Room

The Big Sky County Water & Sewer District No. 363 scheduled a regular meeting for 8:00 am
on Tuesday, June 21, 2011, in the WSD Community Room. Vice-President Gary McRae called
the meeting to order with the following Board members present: Secretary Dick Fast, and
Directors Dick Allgood, Jeff Daniels (arrived at 8:14 am), and Bill Shropshire. Board members
participating via telephone were President Packy Cronin (left the meeting at 8:49 am) and Bill
Olson (left the meeting at 9:30 am). WSD staff present were Ron Edwards, Marlene Kennedy,
and Terry Smith.
PUBLIC FORUM

President Cronin asked Vice President McRae to chair the meeting. With no community
members present, Vice President McRae called the meeting to order at 8:09 am.
MEETING MINUTES

Director Shropshire moved to approve the minutes ofMay 24, 20011, as amended. Director
Allgood seconded the motion. Motion passed, 6 yea votes to 0 no votes with President Cronin
& Vice President McRae voting. (Director Daniels was not present for this vote.)
FINANCIALS

Fiscal Year 2011-2012 Budget: Smith briefly reviewed the budget noting that no rate increases
were proposed and no changes were made from the draft previously presented with the exception
of adding the resort tax money that was allocated last week. (Director Daniels arrived at 8:14
am.) Smith stated that he was being conservative in total operating revenues on the office and
general administrative expense. The driving force is health insurance expenses and a 1%
increase in salaries was proposed. Smith noted that Wellenstein's position is now totally under
the water operations since we have filled the vacancy in the sewer department. Edwards
explained that Bedell is an operator in training and will need to take the test to be certified. The
Boyne payment of $250,000 will no longer be received and the PIC fund has been reduced and
this is reflected with a $300,000 decrease. Smith noted that positive cash flow is reflected on
both the water and sewer side. Smith stated that, overall; the budget is pretty tight and close
monitoring will be needed throughout the year. Smith noted that the budget was reviewed by
Director Shropshire. Director Shropshire agreed that the budget is tight, but that it is in line with
inflation and with what we would expect. Edwards noted that we are still caring big numbers in
depreciation from all the different assets that we took on line a few years ago. We are at the
peak right now and Edwards does not expect any new big projects. Shropshire stated that it is a
source of cash to fund replacement and repair. Smith noted that the depreciation schedules have
not been changed from what was set years ago. Director Shropshire explained how depreciation
applies to cash flow, with it being a non-cash expense and the depreciation cash goes into
reserves for repair and replacement. Director Shropshire stated that cash is king and it is a fund
to take care of repair and replacement. Smith noted that the capital budget shows the asset
replacement fund. Director Fast questioned the sewer expenses on irrigation maintenance, and
tools and tool maintenance where the expenses were higher last year than budgeted and where
we are budgeting about the same as last year. Edwards and Smith explained the maintenance
expense of the irrigation system that was installed in 1996 and both feel that these expenses
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should not reoccur. Smith additionally reported that a couple of tool items that were purchased
last year will not be needed this year. Smith explained that Gallatin County had a lot of
reappraisal and the tax receipts are lower because of that, but with Madison County they are
close to the estimated revenues. Edwards and Smith stated that this is the third year without a
rate increase and feels that with the current economic times it makes sense.

Director Allgood moved to approve the fiscal year 2011-2012 budget as presented without
sewer and water rates increases. Director Shropshire seconded the motion. Motion passed, 7
yea votes to 0 no votes with President Cronin voting. Edwards noted that there was a budget
hearing announcement published in the paper.
Bond Payment Mill Rates Review: Edwards said the final numbers for taxable value will be

received in August. Edwards reported that $400,000 out of PIC fund reserves will be used like

we did last year. With the inclusion of the $250,000 resort tax funds, the mill rates are proposed
at 21.18 for water and 21.13 for sewer. Edwards stated that there may be changes with the
results of tax appeals in both Gallatin and Madison County. Edwards noted that if the valuations
change drastically, the District could use additional PIC funds to level out the mills. No board

action is neededat thispoint, but it will need to be revisitedwhen we get the final numbersfrom
the counties.
RESORT TAX ALLOCATIONS

Edwards reviewed the history of the annual $500,000 resort tax payment that is done in 2013.
The resort tax is interested in paying this off earlier and he will be looking into that as they
reserved $178,000 that they could use. Edwards reported that resort tax legal counsel has said
that their board cannot enter into any more long term agreements like what was done with the
District. The resort tax agreed to give the District $250,000 for bond debt service. (President
Cronin left the meeting at 8:49 am.) Edwards stated that at least three of the resort tax board
positions are up for election this year.
DIRECTOR ELECTIONS

Edwards reported that he has asked Charlotte Mills to find out if we can extend the Gallatin
County appointed WSD board position for one more year so that the board vacancies are
staggered. The District still has not heard from the county. Edwards reported that notices of
vacancies can be published in July with a close date in late August. Edwards reported that Les
Loble has expressed an interest in running for the WSD board. If the race is not contested we do
not have to have an election. Director Shropshire said if we have a contested race it is important
to have a forum as a way to amplify the decisions that have previously been made and a way to
discuss any issues—this way it shouldn't be a personality contest. Edwards said the elected
positions held by Allgood, Cronin, and Fast are up for election. Edwards noted that if the
Gallatin County appointment is extended, the county appointments will occur in 2012.
SEWER & WATER PERMITS

Edwards reported that permitting is still slow with one new application approved, and there is
also some remodeling being permitted.
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GENERAL CORRESPONDENCE

Director Fast reported that the new trail is really nice, but there needs to be some clean up.
Edwards stated that he still needs to have a final walk through with NW Energy.
Director Fast reported that property owners in Spanish Peak North are having water problems
and he feels that they may be asking the District for water. Edwards said that they could petition
the District to be in just the water district. Edwards doesn't know what they could bring to the
table, but the District could require that they build a tank.
Edwards reported that the District is continuing to get bankruptcy mail on The Lodge project.
Smith reported that Lone Peak Hospitality has been appointed to manage The Lodge and
liquidation has been ordered.

Director Fast noted that the two families that sued Spanish Peaks won their lawsuits against
Spanish Peaks about non-disclosure of the land sliding.
Edwards reported that the snow pack reports have been unbelievable this year.

Edwards reported that the sewer flows have been dropping off and that is encouraging. Edwards
has received some pump information from Ray Armstrong on a different pump and different
vendor. We have not heard if the original pump is under warranty.
Edwards commented on the article in the Bozeman Chronicle where a private company would
provide a storage reservoir and be a water supply to the City of Bozeman. Director Fast said this
idea will make it difficult for Big Sky to ever be able to discharge. Smith also noted on an
editorial in the Chronicle today where they said that Big Sky is a sewage collection system tied
to a school and that is all they are right now.
Edwards commented on using the Yellowstone Club golf course as a source of disposal and to
also possibly use the Spanish Peaks golf course as another source of summer disposal. Winter
disposal needs to include snowmaking on additional terrain that is not skied.
Director Fast noted that the Gallatin County and Madison County Commissions have approved
the creation of a park district. There is a 30-day comment period. Once a park district has been
created it will allow them to apply for grants.
Edwards reported that Moonlight is still trying to find a buyer with Lehman still holding the
financial strings.
(Bill Olson left the meeting at 9:30 am)
Director Shropshire noted the change in appearance of the ponds with the rock liner and
recommended other board members take a look at the ponds from the mountain side above.
Edwards noted that the West end will not be done due to the slope and cost and the small pond
will not be done. Edwards talked about somehow tying in a lighter weight, different colored
plastic liner. Director Shropshire asked that the District write a letter to the resort tax for their
support in doing the lining once we complete the project.
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Director Fast noted Spanish Peaks efforts to gate the outfall line and reported that their efforts
have been continually thwarted by someone in the community.
NEXT MEETING

The next Board meeting is tentatively scheduled for Tuesday, August 16, 2011, at 8:00 am—the
meeting will be coordinated so that the mill rates can be adopted.
OTHER BUSINESS

Director Allgood reported that his former establishment is still undergoing renovation and he
isn't aware of their opening date, or menu. Their DOR interview for a liquor license transfer is
today.
ADJOURNMENT

Director Fast moved to adjourn the meeting at 10:02 am. Director Allgood seconded the
motion. Motion unanimously passed.

Dick Fast, Secretary

6-21-11. min (Board Approved 8/16/11)
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BIG SKY WATER & SEWER DISTRICT NO. 363

Regular Meeting Minutes - August 16,2011
WSD Community Room

The Big Sky County Water & Sewer District No. 363 scheduleda regular meeting for 8:00 am
on Tuesday, August 16,2011, in the WSD Community Room. President Packy Cronin called
the meeting to order with the following Board members present: Vice-President Gary McRae,
Secretary Dick Fast, and Directors Jeff Daniels (left the meeting at 10:12 am), Bill Olson, and
Bill Shropshire. Director Dick Allgood was not present. WSD staff present were Ron Edwards,
Marlene Kennedy, Terry Smith, and Grant Burroughs.
PUBLIC FORUM

With no public in attendance, President Cronin called the meeting to order at 8:12 am.
MEETING MINUTES

Director Fast moved to approve the minutes ofJune 21,2011, as written. Director Daniels
seconded the motion. Motion passed, 6 yea votes to 0 no votes with President Cronin voting.
FINANCIALS

Smith reviewed the year-end June financial report noting that one item did not make it into the
budget and we now have a total loss of approximately $25,000, not $11,000. Sewer operations
were negative approx. $53,000 for the year—in perspective, 2008 the sewer lost $208,000,2010
lost $28,000—we had a lot of unanticipated sewer repairs this last year. Smith is not
recommending increases in sewer rates and hopes that this year that we will break even. Smith
has given our auditor all of last year's financials and auditing will begin at the end of August
with a final report in November, or December.

Smith reported that as of July 31, with the booked expenses, both water and sewer are positive
and we are in good shape for July. There were no unusual items to report for the month ofJuly.
Director Shropshire moved to approve the June and Julyfinancials as presented. Director
McRae seconded the motion. Motion passed, 6 yea votes to 0 no votes with President Cronin
voting.

Bond Payment Mill Rates: Smith reported that as a result of the District receiving resort tax
funding, we were able to reduce each bond about 5 mills, now at 21.05 mills for sewer and 21.63
mills for water for a combined mill rate are 42.68.

The Directors directed Edwards to send a

letter to thepaper thanking the resort tax boardfor funding the District with the result being a
reduced tax to our ratepayers.

Director Olson moved to approve the mill rates at 21,05for sewer and 21,63 for water, as
presented. Director Fast seconded the motion. Motion passed, 6 yea votes to 0 no votes with
President Cronin voting.

Delinquent Accounts: Smith noted that the delinquent accountreport is preliminary as we are
still receiving payments. Any accounts still delinquent on August 31 will be turned over to the
counties for collection.

Director McRae moved to approve transferring the delinquent accounts to the counties for
collection as requested. Director Shropshire seconded the motion. Motion passed, 6yea votes
to 0 no votes with President Cronin voting.
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Resolution 11-01: Identity Theft Prevention Program: Smith explained that the Water &Sewer
District is required to have this identity theft prevention program resolution in place to meet the
requirements of the Federal Trade Commission. This resolution is intended to prevent identity
theft of customers. Smith reported that the District is already at very low risk and it is more of a

perfunctory requirement. Edwards said that the only risk he sees is someone hacking into our
data base, where we have bank draft information for some owners. Edwards noted that we have
hardware firewalls, but it could still happen. Director Shropshire informed the board about a

check fraud situation he recently experienced. Director Olson noted that this document will not
prevent identity theft, and we would still have to go through all the hoops of notifying customers
if something happens—this document just legally covers the District in the event of an identity
theft occurs. Smith stated that all this resolution does is make him aware of identity theft, and
stipulates an annual review of our procedures and to make modification if necessary.
Director Shropshire moved to suspend the first and second reading ofthe resolution and to
move to the third reading to approve Resolution 11-01: Identity Theft Prevention Program as
presented. Director Fast seconded the motion. Motion passed, 6 yea votes to 0 no votes with
President Cronin voting, Edwards will prepare afinal documentfor board signature.

Smith reported on the creditors' meeting he recently attended regarding The Lodge at Big Sky
and noted that the trustee went through the entire history of the bankruptcy situation. The trustee
will present our collection demand to the court and this will save the district about $200—the
Lodge now owes the District about $4,000 as it appears they recently made a duplicate payment.
Director Shropshire noted that the duplicate payment may have to be repaid if they request it.
Smith reported that the trustee will be paying water and sewer charges going forward. Director
Shropshire believes that we have seen about as good of a solution as we could get.
MOUNTAIN LAKES ANNEXATION

Edwards noted that we received a letter from Liston in March 2011 requesting the property be
annexed prior to the developer completing the previously agreed upon stipulations for annexation
and the Board voted to move forward on this request. Edwards had legal counsel review and
revise the draft ordinance, and draft a new well completion agreement. Both of these documents
were emailed to Liston for review. Edwards distributed copies of Liston's redlined versions of
these documents. Edwards said that Liston did not make any changes that would necessarily be
a deal breaker. Edwards noted that the redlined version of the well agreement did not include
any date for performance. Director Shropshire said the separate well agreement says that we will
not allow connection until all the conditions are met and the Board agreed to that at a prior
meeting (March 31,2011). President Cronin feels that there has to be timeline—Liston has come
to the District with nothing but requests. President Cronin stated that we may feel as if we have
all the cards, but why would we not require the well to be completed by a date. Edwards noted
that the existing units in the development are already connected to the water system, not the
sewer system, and that they are responsible for all expenses for extending and connecting to the
sewer system. Director Olson stated that we would be able to add the property to the tax roll for
bond debt service repayment after it has been annexed into the District. The Board asked if
Mountain Lakes pays on the bond from day one of the bond, or starting the day that they are
annexed into the District. Director Fast believes that anyone who annexes should pay from day
one of the bond. Edwards reviewed the language in the Annexation Agreement that addresses
the bond payments—they start when the property is annexed and is not retroactive. President
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Cronin stated that we were getting this well as an additional source of water and wemay need
this water source before Liston is ready to connect—consequently, we need a certain time period
specified. Director Shropshire reported that Liston had informed the District that he needed the
annexation for final plat approval for financing and entering into buy-sell agreements and
Director Shropshire doesn't feel that there were any disadvantages to the District if we enter into
the agreement without a date being set as we will be able to add the property to the water and
sewer jurisdictional areas for the tax levy for bond payments. Director Shropshire also stated
that President Cronin may have a valid point if we do need more water on the mountain prior to
Mountain Lakes completing their conditions for connection. Edwards reported that Mountain
Lakes started into this annexation request in 2008 and he would like to see it end. Edwards said
we could write a reservation into the agreement to be allowed to go in and drill a well on their
ground, but that would create a liability for the District. President Cronin said that if we are
spending money to move forward, he would not want the District to become a partner in any
development costs for Mountain Lakes. Director Shropshire suggested that the District go back
to the December 31,2012, extension date requested and then add the language for the District to
be able to go back in and drill a well if needed. President Cronin was adamant that the District
needs a promise to get a well by a certain date. Edwards read Liston's letter from March of 2011
that outlined their revised development plans. In that letter they had requested an extension to
December 31,2012, to accommodate the project delay. If approved, the annexation will give
Liston the ability for plat approvals only. They will not be able to connect to the District's sewer
system without the District's approval and satisfying any conditions prior to connecting to the
public sewer system. In addition, there would be no additional hookups to their private sewer
system as it is at capacity. Edwards noted that they do have public water to the existing building.
The way the 2009 Annexation Agreement is written Liston/Mountain Lake owners would not be
required to pay on the bond debt back to the start ofthe bond. The Board again discussed setting
the extension date to December 31,2012, and wants that deadline in the Well Agreement citing
the Mountain Lakes letter from March of 2011 which asked for the December 31,2012,

extension deadline. President Cronin wants the documents to clearly state that they cannot
connect unless all conditions are met. Edwards said the draft document infers that. President

Cronin wants a separate paragraph that clearly states, not infers, what conditions must be met
prior to connections are made. Edwards feels that the District needs to reserve the right to go in
and drill a well. The document needs to state what happens if the deadline is not met. Board
members concurred that they think that this property should be in the District due to its proximity
to the lake. Director Fast recommended that paragraph 4 include the completion date of
December 31,2012, and for the District to be allowed to complete the well if needed. President
Cronin stated the well needs to be drilled prior to annexation, because if the conditions are not
met, we may get dragged into a law suit when we try to add the privately owned units onto the
tax rolls and collect the $10,000 per SFE connection fee unless they have properly disclosed
these future costs to the new owners of condo units. Director Shropshire does not want to undo
the Board's action from March as we set a path, but if President Cronin feels strongly about this
then we need to set a date in the well agreement. The Board also discussed their concerns about
annexing the land into the District which would trigger adding the property to the tax roll for
bond debt and the fact that those condo units would not be receiving an immediate service from
being connected to the public sewer system. Additionally, Edwards is not comfortable about
accepting the well as is because it is a test well that is a sub-standard public water supply well
and he also has concerns about its location due to access limitations. Director Shropshire read
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the March board meeting minutes and said he wants the Board to move forward and suggested
changingparagraph 4, Completion Date ofthe Water Well Installation Agreement to read "The
well installation described herein shall be completedby December 31, 2012. ", which is the
extension date that was asked for in Liston's letter of March 2011 thereby giving them the one-

year extension that he originally requested. The Board agreed to change the draft ordinance on
section 1.07 2) accepting Liston's change to read "Landowners agree topay all general
obligation bondtaxlevycosts in accordance with the rules and regulations ofthe District. This
levywill be effective thefirst year that theMountain Lake property is annexed into the District.
and 3) acceptingListon'sgrammatical changes in theparagraph, butnot changing the deadline
in thefootnote as suggested byListon and leavingthe deadline ofDecember31, 2012. (Director
Daniels left the meeting at 10:12 am.)

Director Shropshire moved to accept the Water Well Installation Agreement as discussed and
amended with the completion date ofDecember 31,2012, in paragraph 4, Director Fast
seconded the motion. President Cronin calledfor discussion. Motion passed, 5 yea votes to 0
no votes. Director Daniels was notpresentfor this vote.

#^

Director Shropshire moved to approve the second reading ofthe Annexation Ordinance 111001 with the changes as noted in the Board's discussion. Director Fast seconded the motion.
President Cronin calledfor discussion, Edwards will write a letter to Liston regarding the
changesto the Ordinance and Agreement, and to get information about the water and sewer
jurisdiction taxation issue and connection permitfee on unit owners. President Cronin also
askedfor documentation that Liston has authority to enter into an agreement where the

*

District can tax the Mountain Lake owners. Motion passed, 5yea votes to 0no votes with
President Cronin voting. Director Daniels was notpresentfor this motion.
OPERATOR REPORTS

Sewer: Edwards noted that the biggest issue was the meeting with DEQ and at the end of the
day we need to amend the nutrient management plan and do annual reports. We will need to
work with the golf course personnel on their fertilizing and they will need to modify their
mowing area around the water corridors. Edwards feels that Sam is trying to cut back on their
fertilizer application. Edwards noted that we spent a lot of money to put meters on all of our
pumps to the golf course so we can now provide DEQ the data they want. DEQ would like a
weather station put in on the golf course, but Edwards did not know if Boyne will pony up the
money for that. Edwards reported that the flows were over a million gallons in the run off—the
highest ever. Burroughs reported that we are still getting a little runoff, but the system is looking
good. We are really irrigatinga lot of water, some days about 2 million gallons. The pump for
the Yellowstone Club in still sitting in limbo regarding the warranty. Edwards reported that he
hasn't heard any additional information about Spanish Peaks putting in a pond, and he doesn't
think there are any plans to put any additional storage on their golf course. It would benefit them
to have a pond for golf course irrigation as they have to irrigate from their potable well water.
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Water: Director Olson asked about a Lone Moose Owner's inquiry about our pumps running.
Edwards reported that the aquifer is not keeping up with what the pumps are trying to pull and
we have been pulling air. The District is looking at resizing the pumps to match the aquifer and
Muscat is working on the project now. Edwards reported that the water supply will need to be
revisited if the original plan for 900 units at Lone Moose Meadow resurfaces. Director Fast
asked about the May flow on the water transmission. Edwards explained that this monitors the
water coming down the new water line from the mountain with most of that water going to
Aspen Groves. The wells in Aspen Groves have not been used in a couple of years because of
the bentonite problem even though it is drinkable. Edwards reported the Bureau of Mines has
started to monitor the water system in Spanish Peaks North. With all their water problems
Edwards would not be surprised to see them come knocking at the District's doors.
YELLOWSTONE CLUB PILOT SNOWMAKING PROJECT

Edwards reported that DEQ will be back here in the fall to make sure that we doing all that they
will be requiring so that we can proceed with the pilot snowmaking project. According to
Edwards we are sitting pretty well financially as we received a $10,000 renewable resource grant
and the resort tax funding was rolled over.
NORTHWESTERN ENERGY SUBSTATION PROJECT

Edwards will be doing a final walk through on the substation project. Edwards reported that
Northwestern Energy is making progress at abandoning the old station in Sweetgrass Hills and
said we could look at acquiring the old site if we felt a need for it. President Cronin directed
Edwards to ask NW Energy to seed the area once it is cleaned up. President Cronin also asked
Edwards to stay on them at cleaning up the new substation. Edwards noted that NW Energy
stills need to upgrade their canyon line.
DIRECTOR ELECTIONS

Edwards published an announcement in the Lone Peak Lookout regarding the three board
vacancies with a filing deadline of August 25,2011, at 5:00 pm. Edwards reported that Les
Loble is the only person that has filed thus far. Edwards has been working on extending the
Gallatin County appointment (Gary McRae's position). Edwards reported that he just heard that
the County was waiting for the District to write a resolution and Susan Swimley has since
submitted a draft resolution to the District. Director Olson reported that he has put his house on
the market and at some point in time he will not be able to serve on the board. President Cronin
reported that he and his family are moving to Bozeman—they are currently renting an apartment
in Bozeman, but they will continue to own property in Big Sky. President Cronin intends to reup and the question would be who should have the chair position. Director Shropshire feels that
the President should be a full time Big Sky resident. Edwards reported that Director Allgood is
thinking about not filing for re-election if Fast and Cronin file. Per Charlotte Mills' advice,
Edwards told Fast and Cronin to get more than the required five signatures just in case there
were unqualified signatures on their petitions.
BSOA POND RESTORATION PROJECT

Edwards explained the BSOA project where they were asking for the District's water rights for
their pond restoration/dredging project. Based on input on from our water rights attorney, Matt
Williams, Edwards feels that the District should pull the plug on the project because we cannot
anticipate the unknown in DNRC interpreting their rules. Also, Edwards does not feel there is
enough benefit to the District to support proceeding with the project. Edwards has a call into
Mary Jane McGarrity, BSOA, to find out where they are in the project, but he hasn't heard back.
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Director Shropshire movedfor the Big Sky County Water & Sewer District No. 363 to notfile
the application to change the District's Middle Fork water rights for proposed dredging
activity in the BSOA pond. Director McRae seconded the motion. Motion passed, 5 yea votes
to 0 no votes with President Cronin voting.
SEWER & WATER PERMITS

Edwards reported that we have issued a few new permits, but no board action was needed on the
permits.
GENERAL CORRESPONDENCE

There was no general correspondence requiring board action.

Spanish Peaks: President Cronin asked about the District's agreements with Spanish Peaks and
if there are any problems with these agreements considering the recent court rulings. Edwards
noted that the District does own the sewer system, but not the water system. Edwards reported
that about three weeks ago a person interested in buying Spanish Peaks contacted him with a
bunch of questions and informed Edwards that he does not want to own their water system if he
purchases the development. If the Spanish Peaks water system comes our way, Edwards will
want the District to require depreciation costs to come with it—now estimated at about a quarter
of a million dollars. A plus to taking over the system is that we do have a familiarity with the
system, but we do not operate it—John Olson has been operating the system. Edwards doesn't
like the fact that they pull well water to irrigate their golf course. Prior to consider taking on the

Spanish Peaks' system, President Cronin said the District would need to know their capacity to
produce water in comparison to their build out demand.
NEXT MEETING

The next Board meeting is tentatively scheduled for the second Tuesday, October 11, 2011, at
8:00 am. Director Shropshire has a conflict with the third Tuesday.
ADJOURNMENT

Director McRae moved to adjourn the meeting at 11:30 am. Director Fast seconded the
motion. Motion unanimously passed.

8-16-11. min (Board Approved 11-22-2011)

BIG SKY WATER & SEWER DISTRICT NO. 363

Regular Meeting Minutes - November 22,2011
WSD Community Room

The Big Sky County Water & Sewer District No. 363 scheduled a regular meeting for 8:00 am
on Tuesday, November 22,2011, in the WSD Community Room. President Packy Cronin called
the meeting to order with the following Board members present: Vice-President Gary McRae,
Secretary Dick Fast, and Directors Dick Allgood, Jeff Daniels, Bill Olson and new board
member Les Loble. Director Bill Shropshire participated via conference call. WSD staff present
were Ron Edwards, Marlene Kennedy, Terry Smith, Jim Muscat, and Grant Burroughs. Others
present were auditor Rosie Barndt of Holmes & Turner, Lone Peak Lookout reporter Jolene
Keller, Big Sky Weekly reporter Taylor Anderson and Blue Dog Business Services
representative Erik Lovold. Mountain Lakes representative, Lenny Liston, participated via
telephone during the discussion on Mountain Lakes annexation. District legal counsel Susan
Swimley participated via telephone for discussions concerning Mountain Lakes annexation and
the Spanish Peaks bankruptcy.
PUBLIC FORUM

President Cronin called for public comment at 8:12 am. With no public comment, President
Cronin called the meeting to order at 8:12 am.
DIRECTOR ELECTION - OATH OF OFFICE

President Cronin introduced new board member, Les Loble. President Cronin thanked Dick
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Allgood for his years of service and contributions to the WSD board and stated that he enjoyed
their time together on the board. President Cronin invited Allgood to continue coming to
meetings and contributing. Three candidates (Packy Cronin, Dick Fast, and Les Loble) filed for
the three board positions and the candidates were elected to the WSD board by acclamation as
election was not necessary. Les Loble replaced Dick Allgood whose term expired on November
8,2011. Edwards distributed the Oath of Office certificates for each candidate to sign and have
notarized. Edwards also thanked Allgood for his years of service on the WSD board and
presented Allgood with a plaque and said that he will be presenting him a dinner certificate to
Hummers once they open up for the season.
MEETING MINUTES

Director McRae moved to approve the minutes ofAugust 16, 2011, as written. Director
Daniels seconded the motion. Motion passed, 7yea votes to 0 no votes with President Cronin
voting.
FINANCIALS

FY 2010-2011 Draft Audit: Smith introduced Rosie Barndt, Holmes & Turner, to present the
audit report. Barndt distributed a brief one-page summary of the audit, noting that nothing came
to their attention to indicate significant deficiencies in control. There were a couple of audit

adjustments, $11,622.60 for compensated absences and $55,578.66 for Spanish Peaks water
reserve. The financials show a net loss of about $78,000. Barndt and Smith discussed the

possibility of customers that may come behind on quarterly payments and concluded that there
are no potential issues right now, but that the District may need to book this in the future. In
regards to reserves vs. receivables, board members wanted to know how far past due do accounts
have to be to be a concern. Barndt stated that it would be based on payment history and if the
account was $50,000 past due then the District should book an allowance to the receivable.
Smith noted that they are talking about the taxes/bond debt Director Shropshire recommended
that the District book what is alreadypast due on Spanish Peaks (about $13,000) where they
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havenot yet paid last year's taxes and Smith doesn't think they will pay this year. Smith
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reported that Spanish Peaks' bankruptcy meetings are scheduled, but they are in Delaware and
noted that Susan Swimley will discuss the issue further later in the meeting. Director Shropshire
stated that it is a good idea to start a reserve on thepast due accounts. President Cronin
directedSmith to keep the board up to speed at each meeting on delinquencies. Director Loble
commented on the detailed summary in the audit and Barndt explained that because of federal
funding the audit report has to be presented in this format. Barndt also explained the difference
between Type A and Type B programs, where the threshold was $300,000. Barndt reported that
the District is labeled low risk because it is audited each year and the annual audit has not
exposed any problems in the past. President Cronin thanked Smith for his work on the District's
Financials.

Director Fast moved to approve the FY 2010-2011 audit as presented. Director McRae
seconded the motion. President Cronin calledfor discussion. Director Loble noted that he
doesn *t believe that the Board should approve the audit. Auditors are independent Their
work is not subject to approval, or disapproval by the Board, Director Shropshire stated that
the Board should not approve the audit, but accept it Director Fast amended his motion to
accept the audit report and approve it for distribution as required. Director McRae seconded
the motion. Motion unanimously passed with President Cronin voting.

Bank Account Signatures: Smith requested that the Board approve the change of signatures on
the District's bank accounts.

Director Olson moved to remove Dick Allgoodfrom the approved signatures on the bank
accounts and add Director Les Loble, Director Fast seconded the motion. Motion

unanimously passed. Smith distributedsignature sheetsfor signing.
Monthly Financials: Smith stated that the last financial report the board reviewed was for July
and noted that there is nothing unusual in the financials to report. The September report
presented is actual and the October reported is based on estimated revenues and expenses. In the
September report, Smith reported that we are on track as to where he expected. Operating
revenues are favorable and expenses are unfavorable. Smith and Edwards explained that the
expenses are front loaded as we do all of the maintenance during the summer season, which is
the beginning of our fiscal year. Smith reported that he is not concerned with this as we will
balance out as the fiscal year continues. Non-operating revenues are under as a result of how we
receive our taxes and the non-operating expenses are on target. Smith reported that he does not
do any estimating on the taxes that we will get. Director Olson asked if Smith feels if we need to
start addressing the rate structure in the coming year. Smith stated that the District and operators
will need to keep a tight watch on our expenses, but feels that we are okay for the next two fiscal
years. Smith reported that we have seen an increase in usage, but we are not back to where we
were in use from a few years ago. Smith feels that the water side is holding its own, but we may
need to address expenses and income on the sewer side. Edwards noted that our power and
propane costs are big items and we are may need to make rate adjustments if these rates change.
Director Olson asked if there was a way to program our pumping so that they would run in the
none-peak hours with a lower rate being charged. Edwards reported that set points are already
determined and set at the tanks and then that is when the water is drawn. Edwards will check

with Micro-Corn tofind out ifit is possible in the telemetry to change the setpoints in the winter
only. During the summer Edwards likes to keep the tanks full. Edwards stated that some ofthe
power costs on the mountain will go down because ofthe new VFD system.
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Director Olson moved to approve the October 31,2011,financials as presented. Director
McRae seconded the motion. Motion passed, 7yea votes to 0 no votes with President Cronin
voting,
MOUNTAIN LAKES CONDOMINIUMS ANNEXATION

Edwards distributed a revised draft ordinance sent by Lenny Liston. Susan Swimley and Lenny
Liston joined in the meeting via conference call. Edwards noted that he previously asked
Mountain Lakes to respond to the issues the Board had on who would pay the fees to join the
District and written documentationfor that Liston statedthat the developer wouldpay thefees
on SFEs and theywillprovide a letterto thatfact. On the tax bond issue, he was wondering if it
was considered a special improvement district and it is not. Liston will need to obtain the
consent of the owners in regards to the tax bond as it is not specifically stated in their buy-sell
agreements. Liston does not feel that will be a problem as they own two of the six units.
Edwards willprovide Liston withan estimate ofthe bondlevy tax. Swimley stated thatthe
owners need to sign a simple acknowledgement thatcan be recordable—being that it is
notarized, has appropriate owner's signatures, and theproperty is clearly defined. President
Cronin asked if we need to have an annexation document that can be signed by all owners.
Liston reported that the owners have been informed. Director Loble feels that the document

should be recordable as ownerships may change if it takes 2-3 years before annexation. Swimley
said that in closings that is where people find out what will be taxed and once the property is on
the tax rolls new owners would be informed. Edwards reported that the tax levy would hit the
books when an annexation agreement is approved and signed, but the SFEs would be paid when
connection is made. Edwards noted the other issue is the commitment to drill the well and if the

well will have to be drilled by a certain date. The original letter of request for an extension
provided a date certain of December 31,2012, and the Board at its last meeting went back to that
date and the revised draft includes that date. Directors Olson and Fast asked about paragraph 3,
where it crosses out the petition for a water right and they wanted to know if that is someplace
else in the document. Liston and Edwards stated that issue is covered in the well agreement and
the District would use its existing water rights. Edwards also commented that Mountain Lakes
would never be able to get water rights if the well produced over 35 gpm. Edwards asked that
Liston have his local attorney workwithDistrictlegal counsel toprepare the documents the
District is requiring. Edwards asked if the developer is going to pay the fees for the future
buildings/units and Liston said the developer will bear these costs. Liston said they are prepared
to pay the SFE fee when the existing building is connected. Liston reported that they have
changed their development plan, where now there will be 3 phases at 10 units each. Director
Fast asked if the taxes go back from day one. Edwards reported that the taxes start once the
annexation agreement is signed and our taxing documents are changed. Swimley stated that
taxing documents need to be filed by December 31 to be on the next year's taxes, which means
we have 5 weeks to complete the annexation to get the property on the tax rolls for 2012.
Edwards said he sees it happening next year. Edwards will have Smith prepare a list oftax
responsibilityfor each owner andprovide it to Liston. Swimley will send a draft documentto
Liston's attorney, Art Wittitch. President Cronin said there are two things happening, annexing
and the connection and the well is separate. Board members asked what happens if they don't
drill the well, can we un-annex the property. Edwards reported that once they are annexed, we
don't un-annex. President Cronin stated that we need the well as a water source. Edwards

reported that, at the last meeting, the Board discussed that we be allowed to go in and drill the
well ifnecessary. Swimley wants two recordable documents and there has to be afall back
reservation iftheprojectfails/goes bankrupt. President Cronin wants the District to be in a
position to get paid if the developer fails to complete the well. Swimley will craft the documents
so that it can be collected on a deficiency via the tax rolls.
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SPANISH PEAKS RESORT BANKRUPTCY & WATER SYSTEM

Bankruptcy: The manager's report included a narrative on the situation. Edwards stated that this
situation is a little different because of the agreements we have with both Spanish Peaks and
Yellowstone Club. We have a water facilities agreement and WSD staff do assist in the
operations and billing, but the Spanish Peaks water system has never been conveyed to the
District and the District has never been interested in owning their water system. Edwards
reported that the District reads their water meters and bills property owners quarterly just like the
customers in the District. Their sewer system is conveyed and connected to the District's sewer
system. Swimley reported that the creditors meeting is today and we should be signed on and
that the bankruptcy is in Chapter 7 and it will be sold. According to Swimley, the District needs
to decide if it wants to acquire the water system. The only listing of concern is on their schedule
B where they list a security deposit that is at Gallatin County but the amounts have a difference
of $6,000 and Swimley recommended that either legal counsel, or the District, contact the
bankruptcy court to clarify this. Director Fast noted that Spanish Peaks has two RIDs. Swimley
asked the Board to decide if they want to purchase the water system President Cronin directed
staffto send a notification to all Spanish Peaks property owners that the District does not own
the watersystem. Smith stated he has a separate ledger for all expenses and income associated
with Spanish Peaks and explained that the District bills for the water and collects this fee and he
then compensates the District for their work with these funds. No money actually exchanges
hands with Spanish Peaks. Edwards reported that he does not recommend that the District
acquire the water system. Edwards noted that any water system repair and maintenance costs
associated with Spanish Peaks are not the District's responsibility. Edwards reviewed the
scenarios outlined in his manager's report of what may happen to Spanish Peaks water system
and what the District may want to pursue: 1) keep as private water company, 2) sell the system
to a private company and make some money in the sale of the infrastructure, 3) convey the
system to the District. With scenario 3, Edwards explained that the problem with that is the
District has calculated 8 million dollars in assets and the District would want about a million

dollars in depreciation reserves to come with the system assets. Edwards reported that Spanish
Peaks water system has been online about eight years and they have not yet had any catastrophic
problems. Edwards doesn't know if they have any reserves set aside, but a water rate could be
set to get the reserves on track. The other problem Edwards has with their system is that they use
the potable water to irrigate their golf course and there is concern that their wells could fail. The
District does have a T on our wastewater forced main to Yellowstone Club, but Spanish Peaks
would have to build appropriate storage to use this treated wastewater. Swimley stated that the
trustee's obligation is get as much out of the assets as they can and doesn't see where they will
give the water system to the District. Director Shropshire said that he doesn't see any problem
with the District not having their water system. Director Olson feels that whoever ends up
owning the land will probably want the District to run the system. Swimley feels that the District
is pretty far ahead in their due diligence to confirm how the District would value the asset.
Edwards doesn't know how this is going to play out, but he just wanted to present the scenarios.
Edwards has told owners inquiring about service that we have no reason to change our
operations going forward. Jim Muscat asked about the contract if we have a minor catastrophe,

^

where a pump fails, etc., and what is our responsibility. Muscat said their system has lots of
moving parts—they treat the water going to the customers and don't treat the water going to the
golf course. Smith stated that our agreement allows us to fix problems and reimburse our costs
through the collected water fees. Director Olson reiterated that the District will be sending a
letter to the Spanish Peaks owners on the District's responsibility. Edwards stated that as long as
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Jon Olson is an employee of Spanish Peaks, he will take responsibility for fixing things. Muscat
said now that they don't have a full staff, we don't have the ability to coordinate fixing their
system. According to Swimley, the trustee has the obligation to maintain the assets and it would
be our obligation to contact the trustee for approval and funds to fix the asset. Director
Shropshire stated that the District needs to contact the trustee to let him know ofall the situations
on both waterand sewer. Muscat said Jon Olson is a top shelf guy and Muscat has all the
confidence in him, but we need to flush this out of what the District's role is—Muscat would like
to see a clarification of the District's role. A letter will be sent to owners and the District will

also touch base with the trustee. Swimley feels it is wise to make these contacts. With the
trustee being in New Jersey, the board wants staff and/or counsel to make contact and get
clarification on the water system and the District's responsibility. Muscat stated that his concern

is primarilyfinancial as we can wrap up $50,000 in a heartbeat with a repair. Edwards is to
follow up with the trustee.
AMEND AGENDA

Director Fast moved to amend the agenda to address online billpayments. Director McRae
seconded the motion. Motion unanimously passed with President Cronin voting,
ONLINE BILL PAYMENTS

Edwards reviewed the history of Eric Lovold working with the District to look into providing
online bill paying to our customers. Lovold reported that not much has changed; they have only
integrated their products with Utility Pay. Lovold feels that approximately 10% (250) of the
customer would probably want to bill pay online, and with the systems integrated the advantage
would be that they could compare their usage. Lovold feels that there will be people jumping at
the chance to pay their bill with a credit card for reasons such as credit card points. Chris
Sund/Utility Pay would put together add spots that he would sell to cover the costs associated
with credit card processing and the convenience fee. According to Lovold, factoring in ad
revenues and convenience fees the District would have a profit. Edwards said that we always get
inquires about online bill pay and paying with credit cards and if we can do it without
subsidizing the service it makes sense. Edwards said that, down the road, the customer would be
able to get on-time meter reads if we used the utility pay system. Director Olson inquired about
ifthe District gets more than 10% paying on line would the ad space increase to cover the costs.
Lovold said that has to be continually monitored to make sure the ad space and convenience fee
are covered. Lovold recommends a convenience fee. Smith reported that, currently, about 200
people pay their quarterly bill via bank draft. Smith said that Whitefish had online and credit
card payment systems but that they did not institute their free (no convenience fee) service until
after they offered a credit card service. Smith said he hasn't been in favor of the credit card pay
service due to the cost to the customer, but he is coming around after talking to Whitefish where
they explained it as a convenience to the customer. Lovold reported that Utility Pay charges
$1,200 to set it up, but you would never have to pay that fee if you have the add feature.
Lovold's credit card processing charge is a one-time $100 set up fee. Edwards said that there is
no contract and if we try it and don't like it we don't have to continue it. Smith still says no to
the proposal as he isn't totally convinced that is would be that much of a benefit as he doesn't

think there are many customer that would look up their use and, additionally, there are three
middle men with the online bill paying being proposed and he likes the idea ofjust having a
credit card machine in the office if we want to offer a credit card payment option. The customer
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would then have to call, or walk in, to pay by credit card and then the District could have its
website set up to have the ability to pay online. President Cronin asked the Board if they wanted
to go to credit card pay—the response was yes. President Cronin asked if the Board wants to use
the utility pay website with ads. Edwards likes the opportunity to have meter reads/usage
available to the customer, but a customer would not have to use their credit card to pay their bill
to access their usage information. President Cronin polled the board—all members were in
favor, with the exception of Director Shropshire. Director Shropshire stated that, unless it was
set up where the District did not make a profit, he would not vote for it, or vote. Edwards state
that the advertising could be taken away and then the District would have to cover the $1,200
annual fee.

Director Loble moved to approve the use ofthe Utility Pay and the District pays the $1,200
annualfee without having advertising. Director Shropshire seconded the motion. President
Cronin calledfor discussion. The Board wants the conveniencefee paid by the customers
using credit cards to cover the costs. Motion unanimously passed, Edwardswill coordinate
the set up.
SEWER OPERATIONS

Edwards reported that Burroughs' sewer flow reports were distributed and there were no
comments. Edwards reported that the ponds are dropped down going into the winter and we
have even lowered the small pond this year. The District is still working with Flow Service in
replacing the pump.
JP\

WATER OPERATIONS

Edwards reported that Muscat's production reports were distributed and there were no
comments. Edwards reported that hydrant and valve work was done in Sweetgrass Hills and that
this replacement will give the District more control of water services.
YELLOWSTONE CLUB SNOWMAKING PILOT PROJECT

Edwards reported that the pilot snowmaking is online and that we took our first samples last
week and that they were sent Energy Labs in Billings for analysis. Kristen Gardner/Blue Water
Task Force will take samples again next week. According to Edwards, the YC staff have
reported that they are loving the new high-tech snowmaking gun. All the data taken will be
provided to the State DEQ.
STORAGE POND COVER PROJECT

Edwards reported that the projects' costs were provided in his manager's report and that a small
piece on the aeration pond needs to be completed and then the project will be considered
complete. The west side of the big pond will not be done, at least with the rock, because of the
logistics. Edwards said that the contractor, Burke, has done a great job for us. Edwards reported
that he will continue to look at options for a liner on the west side and also the little pond.
Director Shropshire stated that he would hope that the District does not consider the project done
and wants the District to continue looking at alternatives to the black liner still exposed.
Edwards will continue looking into different products via the engineers and trade shows, etc.
jPn
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SEWER & WATER PERMITS

Edwards stated that there was not much to report with permitting—a permit was issued in
Spanish Peaks and in Cascade.
GENERAL CORRESPONDENCE

Terrance Hofer Letter: Edwards reported that the District received a letter from Terrance Hofer

asking for a reduction in his bill because his tenant left the toilet flapper valve open to run up the
water and sewer bill. According Smith, he has talked to Hofer and informed him that he could

not adjust his bill as it was water use that drained into the sewer system. Smith suggested he
could write to the board, which he did. Edwards and Smith explained that the board has never
adjusted a customer bill in this type of water use situation. The board did not authorize staff to
adjust Hofer s bill.
CHRISTMAS DINNER

Edwards reported that he has talked with Lone Mountain Guest Ranch about holding the
Christmas dinner there. Director McRae would like the dinner to be held around Christmas time

if we are to have a gathering.
NEXT MEETING

The next Board meeting is tentatively scheduled for Tuesday, January 17, 2012, at 8:00 am.
ADJOURNMENT

Director Fast moved to adjourn the meeting. Director McRae seconded the motion. Motion
unanimously passed.

Di^k Fast, Secretary
11-21-11. min (Board Approved 1/17/2012)

