BIG SKY WATER & SEWER DISTRICT NO. 363

Regular Meeting Minutes - November 20,2012
WSD Community Room
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The Big Sky County Water& Sewer District No. 363 held a regular meeting on Tuesday,
November 20,2012, in the WSD Community Room. President Packy Cronin called the meeting
to order with the following Board members present: SecretaryDick Fast, and Directors Jeff
Daniels, and Les Loble. DirectorWilliam Shropshire participated via conferencecall. The term
limits expired for the Madison and Gallatin County appointed positions held by Vice President
Gary McRae and Director Bill Olson. WSD staffpresent were Ron Edwards, Marlene Kennedy,
and Terry Smith. Otherspresent were Boynerepresentative Brian Wheeler and CountryMarket
representative Sloan Bauer from Bayliss Architects.
PUBLIC FORUM

With no public comment, President Cronin called the meeting to order at 8:38 am.
DIRECTOR APPOINTMENTS

Edwards reported that the District advertised for the appointed director positions with an
application deadline ofNovember 16. Brian Wheeler was the only applicant for the Madison
County appointment. Gallatin County has received two applications, William Shropshire and
Peter Manka, with Gallatin County extending the application deadline to November 23. The
Madison County Commission will act on their appointment today ifthe WSD Board makes a
recommendation. Gallatin County has postponed their appointment until their next meeting on
November 27, but asked that the WSD Board also make a recommendation for their

appointment. Edwards reported that legal counsel did not have any issues with the Board
recommending Shropshire for the Gallatin County appointment. Edwards also reported that last
week Tom Reeves, a district property owner, expressed interest in the one-year appointment to
fill Director Shropshire's unexpired term if Shropshire is appointed to the six-year term.
Director Loble moved to recommend that Madison County Commissioners appoint Brian
Wheeler to WSD Boardfor a six-year term. Director Daniels seconded the motion. Motion

passed, 5 yea votes to 0 no votes with President Cronin voting.
The Board discussed recommending an applicant for the Gallatin County appointment. Board
members concurred with President Cronin's statement that the Board should consider

recommending Shropshire for the appointment as he is familiar with the District's history and
issues, he would be able to offer continuity to the board, and he has also demonstrated his
commitmentthrough actively serving on the Board for several years. The Directors discussed
the possibility of negative public perception for not waiting to review all applications. The
consensus was that Shropshire would be best suited to fill the county appointment and then the
Directors would consider the other applicants to fill Shropshire's unexpired term of one year.
Director Daniels moved to recommend William Shropshire to the Gallatin County
Commissioners for the new Gallatin County appointment to the Big Sky County Water and
Sewer District Board ofDirectorsfor a six-year term. Motion passed 4 yea votes to 0 no votes
with President Cronin voting. DirectorShropshire was notpresentfor this vote.
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ORDINANCE 97-1001 AMENDMENTS (Third Reading Draft)
Edwards noted that the ordinance included in the board packet is the exact same ordinance as
presented at the October meeting. The knock down concept of not charging for reusing SFEs
still needs to be added to the draft ordinance. Edwards emailed out the draft ordinance to

developers as listedin the boardpacket. Bill Simkins contacted Edwards only to make sure the
amendments do not affect the Town Center's developmentcapabilities. With the lack of
response from other developers, Edwards's thinks that they do not feel threatened with the
proposed changes and that they understand that the District is trying to streamline development.
Edwards reported that Jerry Scott, Tract 5 LLC, has 45 SFEs sitting on Tract 5, but intends to use
only about 25 SFEs for a condominium development. With the proposed amendments the
developer would forfeit the remaining SFEs and this is a bit of a takings issue. Under the current
ordinance, the developer could move the SFEs to another property they own; but they cannot
transfer, or sell, SFEs to another property owner. President Cronin stated that the amendments

solve one problem in that there will not be a need to transfer SFEs if the District has the ability to
approve development allowed per zoning

With all Directors in agreement, President Cronin clarified that the third reading of the ordinance
will not be voted on today. Edwards wants legal counsel input to determine if a full blown
public hearing is needed as the ordinance amendments can change the effect of who pays and
District rate changes require a public hearing. If legal counsel advises a public hearing, all
District property owners will have to be notified and this could be done through an insert with
the quarterly billing done in early January.
Edwards noted that his email to developers invited comments by either email, or in person, at
this meeting. As of this morning, Edwards had not received any comments. Edwards would like
to get some feedback for a written record that at least states that the developers received the
amendments and had no problem with the proposed changes. Edwards stated that he also
considered contacting Lone Mountain Guest Ranch, but was unsure of their point of contact with
their management changes.
President Cronin stated that the Board could approve the amendments in January after legal
counsel reviews the amendments and advises if a public hearing is required.
Director Loble moved to have the January water and sewer statement include a notification to
the ratepayers regarding the ordinance amendments even ifa public hearing is not required.
Director Daniels seconded the motion. President Cronin calledfor discussion. The Directors
discussed putting a page advertisement in the Lone Peak Lookout with Edwards
recommending only a summary being published. Director Fast cautioned that the summary
must be general enough so that people are not overwhelmed by the technical aspects ofthe
amendments. Motion passed, 5 yea votes to 0 no votes.

DirectorLoble offeredto assist Edwards inpreparingan article on the ordinanceamendments.
Edwards will send his reworked thirddraft to the board thefirst week in December and then a
full cleancopywill bepreparedfor the December meeting. President Cronin advisedboard
members to contact Edwards within the next couple ofweeks ifthey have any suggested changes.
Edwards will have a clean document to present to thepublic for the January meeting.
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MEETING MINUTES APPROVAL
Director Loble moved to approve the minutes ofOctober 16, 2012, as amended. Director Fast

seconded the motion. Motion passed, 4 yea votes to 0 no votes with President Cronin voting.
(Director Shropshire was not available for this vote.)
FINANCIALS

Smith reported that with the tax revenues not coming in until December the operating revenues
are currently unfavorable but that will change. The rest of the budget was reported as favorable

without any unusual items to report. Smith feels that the 3rd quarter revenue will carry us
through December and then thenext best quarter for billing (1st quarter) is coming up. The SRF
payments are due January 31,2013, and, based on tax receipts, we should be in good shape.
Smith is optimistic that customers with delinquent accounts turned over to the tax rolls for
collection will pay their taxes and then this will be included in our tax revenue. Edwards
reported said that the District heard from American Bank regarding Farmhouse Partners'
delinquent account on the tax rolls as we are now in front of the bank and they felt that they
should not be subordinate to the District. Edwards noted that Farmhouse has restructured their
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bank loans. Smith reported that by December 31 he will know if Farmhouse pays their taxes
including the delinquent amounts due the District. Smith reported that The Lodge (formerly the
Holiday Inn Express) ownership has been consolidated, or re-condominiumized, and they will
now have 15 units with a base charge instead of the 90 units with a base charge. This will reduce
District revenues, but Smith did not feel it was significant. Edwards feels that The Lodge
management is unraveling a previous bad decision to condominiumize the Holiday Inn Express.
Edwards noted that the Big Sky apartments are getting a base charge for each unit.
Director Fast moved to approve the October financials as presented. Director Daniels
seconded the motion. Motion passed, 5 yea votes to 0 no votes with President Cronin voting,
SEWER OPERATIONS

Burroughs was unavailable to presenthis flow reports. Edwards reported that the irrigationhas
been blown out and everything has been done as we go into winter.
Snowing Making Pilot Project: Edwards reported that he and Ray Armstrong, DOWL/ HKM,
met with DEQ on November 19. DEQ is happy with the data presented on the one-year pilot

snowmaking project. Edwards and Armstrong will be finalizing the report and submit it to DEQ
by the end of December. Edwards reported that no affluent snowmaking will occur this year.
Spotted Elk SewerRehabilitation: Edwards reported that the Districtis doing preliminary work
on the Spotted Elk sewer line as we have a lot of leaking services where groundwater (I & I) is
coming into the pipe. The District is looking at replacing some of the sectionand slip liningthe
upper section at the dead end. The District will spotdig and repaireveryserviceconnection.
Tliis will be the first time the District has used slip lining and Edwards feels that this section of

sewer line is a great candidate for using the slip lining approach. Edwards said that the line
under Lake Lavinsky was slipped lined and he hasn't heardof any problems on that line.

r P u m p Replacement: Edwards reported that he and Ray Armstrong will be meetingwith Flow
Serveregarding the faulty piping. Edwards has informed Armstrong that the District will be
looking to HKM for financial help on the retrofitting and pump replacement.
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WATER OPERATIONS

Muscat was not available to review his production reports.

Meadow Wells #4 &#5: Edwards reported that the District is working towards getting the
meadow wells #4 & #5 online. Edwards said we haven't received a decision from DEQ
regarding chlorination. Edwards believes that since we will only need to run the wells in the
summer we will chlorinate at point of source, but he doesn't know if DEQ will agree with that.
SEWER & WATER PERMITS

Edwards briefly summarized the permitting inquiries.
1) The Lodge submitted an application for remodeling an area in the lower area where they
will add washers for in house linen use. Kennedy reported that the Lodge has paid their
fees and a permit will be issued.
2) A letter of inquiry was received regarding approval for a change of use of two office units
in the upper level of the Country Store building into three one-bedroom, one-bathroom
apartments where no additional SFEs exist on this property. Representing the property
owner, Sloan Bauer asked the Board if they will be able to get approval for this change in
use even though the property is considered built our according to SFE allocations.
Edwards stated that under the draft ordinance amendments, the request would be
approved if it was allowed by zoning. Edwards noted that getting zoning approval may
require conditional use approval. Until the ordinance is amended, the District cannot

approve the project. It is anticipated that the ordinance will be passed in January and the
Board can then address this request.
3) There was no new information received regarding a car wash in the Town Center.
4) Employee housing at the Town Center is not pressing ahead for permitting. Their project

manager, Ryan Hamilton, is doing the paper work to only receive zoning approval at this
point.
GENERAL CORRESPONDENCE

There was no general correspondence requiring board action.
NEXT MEETING

The next Board meeting is tentatively scheduled for Tuesday, December 18, 2012, at 8:30 am.
ADJOURNMENT

Director Loble moved to adjourn the meeting at 10:00 am. Director Fast seconded the motion.
Motion unanimously passed.

>ick(£ast, Secretary
11-20-12. min (Board Approved as amended 12/18/12)
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BIG SKY WATER & SEWER DISTRICT NO. 363

Regular Meeting Minutes - December 18,2012
WSD Community Room

The Big Sky County Water & Sewer District No. 363 held a regular meeting on Tuesday,
December 18,2012, in the WSD Community Room. Director Loble volunteered to chair the
meeting at the request of President Cronin. Director Loble called the meeting to order with the
following board members present: Secretary Dick Fast and Directors Jeff Daniels and Brian
Wheeler. Participating via conference call were Director William Shropshire and President
Packy Cronin (left meeting at 9:15 am). WSD staff present were Ron Edwards, Marlene
Kennedy, and Terry Smith. Gallatin Associates representatives Jerry Scott and Al Malinowski
were in attendance beginning at 10:00 am.
PUBLIC FORUM

With no public comment, the meeting was called to order at 8:40 am.
MEETING MINUTES

Director Daniels moved to approve the minutes ofNovember 20,2012, as amended. Director
Fast seconded the motion. Motion passed, 6yea votesto 0 no votes with Director Loble voting.
FINANCIALS

Smith reported that for the month ending November, 2012, fmancials for both water and sewer
were still in the black. There were no surprises to report.

Director Fast moved to approve the November financials as presented. Director Daniels
seconded the motion. Motionpassed, 6yea votes to 0 no votes with Director Loble voting.
SRF Loan Certificates: DNRC sent Certificate of Completion forms for closing out the WSD
$7,000,000 and $6,500,000 bonds that needed signatures from Cronin, Fast, and Edwards. These
projects were completed in 2004 and the District is under a 20-year repayment plan.

DirectorDaniels moved to authorize District Officers Cronin and Fast and District Manager
Edwards to sign the SRF loan documents. Director Wheeler seconded the motion. Motion
passed, 6 yea votes to 0 no votes with Director Loble voting.
DIRECTOR APPOINTMENTS

The manager's report provided a narrative on the countyappointments. Gallatin County
confirmedthe six-year appointment of William Shropshire to fill the seat vacated by Gary
McRae. Madison County confirmed they appointedBrian Wheeler to serve a six-year term for
the seat vacated by Bill Olson. Edwards thanked both new appointees for submitting their names
to fill the positions.
With Director Shropshire filling Gallatin County's six-year appointment, Edwards reported that
the board currently has one open seat. The open seat will have a one-year appointment as the
term for this elected position expires November, 5,2013. Edwards stated that the Board can
choose to either leave the seat vacant, or to make an appointment. For an appointment, Edwards
suggested that the Board consider the other Gallatin County applicant, Peter Manka, or Tom
Reeves who talked to Edwards about his interest in filling the one-year appointment. The board
reviewed Manka's application submitted for the county appointment and all members agreed that
he has great credentials. Tom Reeves had not submitted an application, but some board
members reported they knew Reeves through his volunteer service in the community.
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Board members unfamiliar with Manka and/or Reeves felt that the board should meet with the

candidates. All board members agreed to Director Loble's suggestion of a 3-person committee
interviewing the candidates. Secretary Fast will chair the interview committee that includes
DirectorsShropshire and Daniels. The committee will interview the candidates after January 1
and make an appointment recommendation to the Boardfor theirnextmeeting.

Edwards suggested electing officers after the vacant seat is filled. When asked, both President
Cronin and Secretary Fast stated that they were willing to continue serving as officers of the
board.

ORDINANCE 97-1001 AMENDMENTS (Third Reading Draft)
Prior to discussing the ordinance amendments, board members discussed potential conflicts of
interest for members. Edwards reported that board members sign a conflict of interest form.
Director Wheeler will sign a conflict ofinterestform to avoid any perceived conflicts of interest
issues in future meetings. Director Loble noted that if a board member has a financial interest
that that may be a conflict, but the board member could still vote if the member stated their
conflict. Director Shropshire agreed that as long as the conflict is stated, that the board member
can then vote, or recuse themselves.

Director Wheeler stated that with regards to the third reading of the ordinance amendments, he
wanted the board to know that Boyne may have issues with some of their property on the
mountain where they financially invested in pooling their SFEs. Director Wheeler also noted
that he does have a financial interest in Meadow Village Tract 9, but plans to sell that interest in
the near future. President Cronin noted his conflict is that he is a part owner in South Fork and
that property has potential to gain from development capability under the amendments.

Edwards reported on legal counsel's review of whether a public hearing is required prior to
approving the third reading of the ordinance amendments. The board can solicit additional

comments through his draft letter to customers that is intended to be sent with the January
billing, or the board could approve the third reading and send a letter to customers that briefly
outlines the adopted amendments. Director Fast commented that the timing would be good to
solicit comments from our customers by including Edwards's letter with the billing. Director
Loble felt that a letter soliciting comment would be the most conservative way to go before
adopting the amendments.
As directed by the board at the last meeting, Edwards added a new paragraph to Section 3.6 of
the ordinance amendment (page 2 of 4 of the manager's report) to clarify permit fees regarding
existing SFEs on remodeling/tearing down projects. With all board members in agreement,
Director Loble suggested adding "and reverts to the District. "to the paragraph. (President
Cronin left the meeting at 9:15 am.)
With regards to remodeling permits where the property was owned by Boyne, according to the
settlement document, Edwards clarified that the $3,500 surcharge would apply on any additional
SFEs permitted. Edwards explained the history of the surcharge that was included in the Boyne
settlement regarding the sewer infrastructure.
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Edwards reported that his Exhibit A in the proposed ordinance amendments is a guideline for
density based on what is already built. Edwards stated that the Exhibit will replace Table 3.01
and he feels it will make more sense to the community. The SFE pools (Boyne and Town
Center) will be honored. Edwards noted that he is now more comfortable with keeping the
densities reasonable in the Madison County properties since Charity Flecher presented their
review scenario for the master plan for that area. Fast asked about the "TBDs" on Edwards's
exhibit. Edwards said the District could have a commercial category and fill in the blanks/TBDs.
Director Shropshire moved to have the third andfinal reading ofthe Ordinance 97-1001
Amendments on January 15, 2013 and a letter be sent to all customers. Director Fast
seconded motion. Motion passed, 5 yea votes to 0 no votes with Director Loble voting.

Edwards will revise his letter that will be sent to the customers with their 4th quarter statement.
Director Daniels asked that the letter define SFEs.
SEWER OPERATIONS

Burroughs was not present to review his flow report, but Edwards feels that our flows look pretty
good this year. Edwards reported that the Nutrient Management Plan annual report sent to DEQ
is an accounting on our wastewater irrigation. The total irrigation to the golf course was about
135 million gallons, which was about average. No water was sent to the Yellowstone Club this
year as their ponds are getting fuller due to their golf course superintendent not liking to use
treated water. Director Fast feels that by the District not pumping water to YC every year,
precedence could be set. Edwards reported that he has had conversations with Mike
Ducuennois/YC regarding their requirement to take treated wastewater. Edwards noted that as a

conditionof YC using treated wastewaterthey were given 1,900 SFEs for capacity. The 900
SFEs allocatedto Lone Moose could be reduced as a result of YC not using the wastewater.
Edwards also reported that no fresh water was pumped out of the Middle Fork which was
unusual.

Edwards discussed the possibility of Spanish Peaks using treated wastewater for their golf course
irrigation in the future, but there is no agreement in place to have them use the water.
WATER OPERATIONS

Muscat was not available to review his production report. Edwards statedthat the year-end
production will be provided at the January meeting.
SPANISH PEAKS BANKRUPTCY

Edwards noted that we received some correspondence announcing a brokerhas been assigned to
the Spanish Peaks bankruptcy. Edwards reminded the board that the big issue is the water
system they own. Whoever ends up buying Spanish Peakswill probably also own their water
system. We currently have an operating agreement with Spanish Peaks to assist them with
operating their water system and the District owns the main sewer lines.
PROPOSEDED DEVELOPMENTS & SUBDIVISIONS

Tract 5: Edwards noted that he has talked to Al Malinowski aboutTract 5 development plans
Jgp\

and the ordinance amendments. Edwards also wrote to the State on how the District views the

State's request for a subdivision rewrite for development of Tract 5. Gallatin Associates
representatives Al Malinowski and Jerry Scott arrived at 10:00 am to comment on the ordinance
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Amendment. They also reported that they have not received any response from DEQ on
Edwards's letter that regarding Tract 5 not needing a subdivision rewrite. Malinowski reported
that their engineer feels that Edwards's letter will satisfy DEQ.
Edwards informed Scott and Malinowski of the board meeting scheduled for January 15 for the
final review and adoption of Ordinance 97-1001 Amendments. Edwards explained that with
their development plans, Tract 5 will have excess SFEs and that under the current ordinance a
reallocation of SFEs could be done if they owned property to move the SFEs to. Scott noted that
they consider the excess SFEs on Tract 5 a commodity and asked if they could get a break on
possibly the surcharge if they didn't play the game with transferring the SFEs to property they
would have to buy to facilitate the transfer. Malinowski stated that when the SFEs were assigned
to the parcel, it was part of the value of this property. They want to know the board's intent in
the amendments and they also want to find some value in the excess SFEs even though the
District doesn't think the SFEs are a commodity. Edwards stated that there has been no
discussion by the board on changing the SFE fees under the amendments. Scott asked if the
Board would like them to submit a formal request for consideration on the fees. In return for
reverting their excess SFEs on Tract 5 to the District, they would like the Board to consider

giving them a break on hookup fees and the Boyne surcharge fees. The scale ofthe project will
be around 20 SFEs, leaving an excess of 26 SFEs. Scott thinks they should get a value for the
excess SFEs as the District will get a value in reusing the SFEs. Edwards said the cleanest way
to compensatethe Tact 5 owners would be to not charge a surcharge on the SFEs they use for
their development. Director Wheeler explainedthat in the Town Center, properties are sold with
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set development (SFE) capabilities. Reporting that the board has been working on the
amendments for the last 3 months and wanting to move forward, Director Loble asked that Scott
and Malinowski submit a letter to the Districtthat lays out their exact situation and what they are
proposing.
SEWER & WATER PERMITS

Edwards notedthat there is more and moretalk aboutengineering submittals for a grocerystore
in the Town Center.
GENERAL CORRESPONDENCE

There was no general correspondence for the board to address.
ANNUAL DINNER

Edwards will checkwith Bill Olson and Gary McRae on their availability for attending a District
annual dinner sometime in January. Edwards suggested The Cabin as the location.
NEXT MEETING

The next Board meetingis tentatively scheduled for Tuesday, January 15, 2013, at 8:30 am.
ADJOURNMENT

Director Loble adjourned the meeting at 10:18 am.

Dick Fast, Secretary
12-18-12. min (board approved 1/15/13)

