NOTICE
OF

1. CANCELLATION OF REGULAR MEETING
2. CHANGE IN REGULAR MEETING DATE AND TIME
3. CHANGE IN MEETING LOCATION

NOTICE IS HEREBY GIVEN that a Regular Meeting of the Board of
Directors of the Pagosa Area Water and Sanitation District
scheduled for Tuesday, January 10, 2006, has been cancelled. The
meeting has been rescheduled for Wednesday, January 18, 2006.
Notice is further provided that the Regular Meeting scheduled at
6:30 p.m. has been changed to 5:30 p.m. The Board of Directors
will immediately enter into executive session for the purposes of
discussion of negotiation matters related to land acquisition and
other matters subject to negotiations pursuant to Sections 24-6-
402(4)(a) and 24-6-402(4)(e), C.R.S. The Board of Directors is
expected to convene to open session at 6:30 p.m. Further notice
is provided that the meeting will be held at the Pagosa Fire
Protection District Training Room, 191 North Pagosa Blvd., Pagosa
Springs, Colorado.

Proposed Agenda is as follows:

1. Call to Order
2. Executive Session Pursuant to Sections as Described
Above
3. Reading and Approval of Minutes
4. Public Comment
5. Construction/Projects Update
Dutton Ditch Pipeline
Enlargement of Stevens Reservoir
Administrative Office Expansion
Hatcher Water Treatment Plant Improvements
Water Distribution System Improvements Report
Staff Reports
6. Consideration of Enterprise Revenue Refunding and
Improvement Bonds Resolution
7. Ratification of 2006 Budget
8. Consideration of Resolution Regarding Posting Meetings
for 2006
9. Consideration of Request from Randall Davis for Charges
Associated with Water Service Connection
10. Consideration of Impact Fees with San Juan Water
Conservancy
District, Town of Pagosa Springs, and Archuleta County
11. Ratification of Consideration of Appraisal Costs for
Land
Acquisition
12. Consideration of Fees
Water Service Charges, Interim Water Resource Fee,



Fees,
13.

14.
Plan

15.
Handbook
16.
17.
18.
19.
20.

21.

Connection Fees, Capital Investment Fees, Inclusion

After-Hours Fee

Ratification of Consideration of Proposals from Briliam
Engineering for Updating Sewer Model
Consideration of Proposal for Updating 20-Year Capital

from Camp Dresser & McKee, Inc.
Consideration of Revisions to District’s Personnel

Consideration of Election Resolution

Report on Financial Investments

Consideration of Request from Johanne Riddick for Sewer
Charge Assessments

Consideration of Request from James Jeffords for Credit
in Service Charges

Consideration of Request for Inclusion of Property for
Wastewater Purposes from Murray and Margaret Knudson

Any Other Business Brought Before the Board Will Be
Duly Considered.

PAGOSA AREA WATER AND SANITATION DISTRICT

By /s/ Carrie S. Campbell

For the Board of Directors

SEAL



PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING
JANUARY 18, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Acting Chairman Windsor Chacey at 6:16 p.m. on Wednesday, January 18, 2006. Prior to that
time the Board had remained in a workshop setting. It was noted for the record that this regular
meeting, originally scheduled for January 10, 2006, was changed and properly noticed. Other
Board members in attendance were Steve Hartvigsen, Bob Huff and Don Brinks. Staff members
Carrie Campbell, Gene Tautges, Art Holloman and Michelle Tressler were also present.

Bob Huff made a motion to excuse Karen Wessels due to illness. The motion was seconded by
Steve Hartvigsen and passed unanimously.

A motion to enter into executive session at 6:17 p.m. for the purposes of discussion of
negotiation matters related to land acquisition and other matters subject to negotiations pursuant
to Sections 24-6-402(4)(a), C.R.S. and 24-6-402(4)(e), C.R.S. was made by Don Brinks. The
motion was seconded by Steve Hartvigsen and carried by unanimous vote of approval.

The Board of Directors returned to regular session at 6:40 p.m.

John Middendorf, Pagosa Springs Sun; Don Diones, George K. Baum & Company; Patrick
O’Brien and Mark Dahm, Briliam Engineering; and Randall Davis were also present for the
meeting.

The minutes of the regular meeting held December 6, 2005 were reviewed. Steve Hartvigsen
made a motion to approve the minutes as presented. The motion was seconded by Windsor
Chacey and carried unanimously. The Directors then reviewed the minutes of the executive
session of the same date. A motion was made by Steve Hartvigsen and seconded by Windsor
Chacey to approve the minutes as presented. The motion passed unanimously.

Chairman Windsor Chacey asked for any public comment; there was none. She then asked if
there was any objection to deferring agenda item #5 and beginning with #6; no objections were
voiced.

Don Diones, George K. Baum & Company, addressed the Board and reviewed the Bond
Resolution. Mr. Diones explained that the Resolution would authorize a Sale Delegate so that
the District Manager and/or President could approve the setting of the rates and the sale of the
Enterprise Revenue Refunding and Improvement Bonds, Series 2006. The authority delegated to
the Sale Delegate by the Resolution would be subject to certain parameters such as length of time
authorized, amount of principal, final net present value and net interest rate. Mr. Diones
suggested that this Resolution would provide flexibility for the District in timing of the sale of
the bonds. Mr. Diones reviewed the anticipated timetable for obtaining the insurance
commitments and other tasks that remain to be completed before the bond offering. Current



illustrations were reviewed. Mr. Diones requested that the Board consider the $10.00/1000
underwriting spread that was originally proposed for this issue. At the meeting on November 8,
2005, Mr. Diones had indicated that he would be willing to reduce the spread to $8.50/1000.
Since that time, Mr. Diones reported that he and his staff had spent a great deal more time and
resources on the issue preparation which warranted the full initial spread. After discussion, it
was the consensus of the Directors that $10.00/1000 was appropriate. Local purchase of the
bonds would be encouraged and Mr. Diones indicated that newspaper notices would be
published. After further discussion a motion was made by Bob Huff to approve the Enterprise
Revenue Refunding and Improvement Bonds, Series 2006 Resolution and authorize the Manager
and/or President as Sale Delegate as well as authorize the President and Secretary/Treasurer to
execute all required documents. The motion was seconded by Steve Hartvigsen and passed
unanimously.

The following construction/project updates were offered.

Carrie Campbell reported that approximately 2.5 cfs was being delivered into Lake Hatcher
through the Dutton Ditch Pipeline and that considering the lack of appreciable precipitation, it
was fortunate to have this water being delivered.

Regarding the Enlargement of Stevens Reservoir, Carrie Campbell reported that negotiations
were basically complete for the purchase of required property/easements with Benjamin
Goodman and Greg Hanslip. Mrs. Campbell indicated that she had met with a representative for
Tom Smith and discussions continue. Obstacles remain; the plans have not yet been submitted to
the State Engineer by Mike Davis, Davis Engineering Services, Inc. and wetlands issues are still
being discussed. In addition, with low snow pack and continued drought conditions, concern
was expressed regarding the need to attempt to refill Stevens Reservoir. She suggested staff
prepare a recommendation for the next meeting.

Regarding the administrative office expansion, Gene Tautges reported that construction was
approximately 40% complete. Staff anticipates a timely completion with final grading, repairing
irrigation lines and re-establishing turf in early spring.

Gene Tautges updated the Board regarding the Hatcher Water Treatment Plant Improvements.
Mr. Tautges reiterated that not only solving current regulatory issues but planning for future
water quality regulations and future hydraulic upgrades were being considered in the
improvements design. Mr. Tautges indicated that the necessary land survey had been completed
and preliminary design work begun with the goal of taking the engineering to a 35% complete
design. Contract documents and specifications would then be prepared for a possible bid
opening by late February. A design-build concept would be employed to gain the added value of
the successful engineering firm and construction firm working together toward the final plans.
Mr. Tautges also reported that the specifications for the Granular Activated Carbon (GAC) beds
were being determined and when specifications were clearly defined, this component would be
ordered directly through the District due to extended lead time required and to reduce costs. Mr.
Tautges then addressed the question of whether a peer review of Patrick O’Brien’s
recommendations for immediate and long-term water treatment plant capital improvements to
comply with current and future water quality regulations should be considered. A proposal from



Camp Dresser & McKee, Inc. (CDM) was considered. Their proposal for review of Patrick
O’Brien’s recommendations was estimated to be $5,900. Mr. Tautges pointed out that, knowing
the magnitude of the recommendations he was making, Mr. O’Brien had already obtained a
review of his work from an independent firm (copy attached). Staff recommended that further
review was not necessary and after discussion the Board concurred.

Regarding distribution system improvements, Art Holloman gave a verbal report. Bob Huff
indicated that he was disappointed in the Board’s decision regarding low pressure reported on
Cameo Court. The Directors reviewed some of the issues regarding that area, Davis Engineering
Services, Inc.’s recommendations and Art Holloman’s reasoning as to why it was not in the best
interest of the District to follow those recommendations. Mr. Huff indicated that he expected to
see a plan that would define areas of low pressure, undersized lines and less than desirable fire
flow and that a systematic approach to targeting an area for improvement should be a part of the
budget process each year. Carrie Campbell reported that typically, this approach had been
followed in the past and as was stated at a meeting late summer of 2005, staff would be working
on such a long-term plan for these improvements this winter with a report to be submitted in
March. Mr. Huff stated that he held a ‘bold view’ for the District and hoped that it would be the
type of District where every customer’s needs would count.

Staff reports (copies attached) were reviewed and there were no questions or comments.

Carrie Campbell indicated that she had phone-polled the Board on December 14™ and 15"
regarding making changes in the 2006 Budget which had been adopted by the Board at the
December 6, 2005 meeting. The changes were directly related to the addition of portions of the
2000 Sewer Revenue Bond Issue being refunded at an economic advantage in conjunction with
the 2006 Improvements Revenue Bonds. Mrs. Campbell indicated the changes, as highlighted
on the budget document, (copy attached) represented the increase in bond proceeds and
associated bond costs to reflect the refunding of principal amounts after 2008. Don Brinks made
a motion to ratify the changes made on the 2006 budget since the December 6, 2005 meeting but
prior to actual filing with the appropriate agencies. The motion was seconded by Steve
Hartvigsen and passed unanimously.

A Resolution Regarding Posting Meetings for 2006 was considered (copy attached). Carrie
Campbell reported that historically the District Board had chosen to exceed statutory
requirements and post the notice of the meeting along with the agenda at three locations as well
as the District office. A motion was made by Steve Hartvigsen and seconded by Bob Huff to
continue this practice. The motion passed unanimously.

Randall Davis approached the Board. Mr. Davis explained that a water main for a connection to
a building he had moved to 101 Pagosa Street had been located by the District; the appropriate
permits were obtained to work within the Colorado Department of Transportation right-of-way
and after several hours of digging the main water line could not be found. Mr. Davis represented
that had better information of where the main line was located been available, he would not have
had to spend an additional $2,226.44 to dig into and repair Highway 160. Carrie Campbell
pointed out that while District staff does their best to accurately locate lines, there are instances
where accurate information does not exist, especially with regards to older lines within the town



of Pagosa Springs and Archuleta Water Company systems. Mrs. Campbell indicated that the
Board had previously allowed some cost reimbursement when the property owner had
experienced a large expense digging to locate the main and repairing the area afterward. A
motion was made by Bob Huff and seconded by Steve Hartvigsen to reimburse Mr. Davis for
one-half of his costs involved in attempting to locate the water main in the amount of $1,113.22.
The motion passed with a voice vote of approval.

The Board considered Impact Fees with the San Juan Water Conservancy District, Town of
Pagosa Springs and Archuleta County. Carrie Campbell reported that the SJWCD may continue
to work with the Town and County to include some element for acquisition of land for water
storage and a construction component within the Impact Fee; however, it was not determined at
this time. Mrs. Campbell also reported that Steve Harris, Harris Water Engineering, continues to
work on cost projections to base the Water Resource Interim Fee and that some allowance for
construction of a future reservoir may be included in that fee.

Mrs. Campbell sought ratification of a decision reached by phone poll regarding participation
with the San Juan Water Conservancy District in costs associated with a new appraisal of the
Weber property as it relates to the proposed Dry Gulch Reservoir. Bob Huff made a motion to
ratify cost-sharing with the SJIWCD in the amount of $3,000 (one half of the appraisal cost). The
motion was seconded by Steve Hartvigsen and passed unanimously.

The Board then considered several scenarios for the water service charge rate increase as
projected in the 2006 budget. Michelle Tressler reiterated the option recommended by staff, at
the December 6, 2005, meeting which entailed a $2.00 increase in the minimum water service
charge, per equivalent unit and approximately a 4% increase in the rate per thousand for the three
usage tiers. The basis of this approach was to pass along approximately half of the needed
funding requirements for the additional debt service to the customer via the increase in service
charge during 2006 and absorb approximately $78,000 of the needed funding requirements from
reserves. By projecting growth in 2006 and 2007 and the above rate increase being in effect for
12 months in 2007, it could be possible that enough revenue would be provided so that reserves
may not need to be tapped in the 2007 budget year. Ms. Tressler indicated that this approach
would reduce concerns of placing more emphasis on the tiered rates, which can be less
predicable, and not create sufficient revenue. In addition, relating back to the Integrated Utilities
Group study, Ms. Tressler discussed the concept of what costs the minimum water service charge
and the tiered rates were originally designed to support. Ms. Tressler presented two other
options; one which would supply the additional revenue needed, without using reserve funds,
created approximately a 16% overall rate increase spread evenly to the minimum service charge
and the rate tiers. Another option presented a 9% overall rate increase spread evenly to the
minimum service charge and the rate tiers which would still entail absorbing approximately
$78,000 from reserves. Other possibilities were also discussed as presented on the spreadsheet
(copy attached). After discussion a motion was made by Don Brinks and seconded by Bob Huff
to use the method where the increase in debt service was partially absorbed by reserve funds and
partially passed along to customers in a $2.00 per equivalent unit increase as well as an increase
in the tier rates to reflect the increased operating cost projected for 2006. The motion passed
unanimously.



Other fees and charges were considered for revision from the Schedule of Fees & Charges (copy
attached). Carrie Campbell reviewed the suggested increase to the Water and Wastewater
Capital Investment Fees. Mrs. Campbell reported that these fees had been projected for an
annual increase at 3% as suggested in the 2002 Financial Plan. With a revision of the financial
plan to include updated actual costs as well as a 40 year capital improvements projection for both
water and wastewater capital, Mrs. Campbell indicated that further revisions to these fees may be
indicated but recommended the 3% increase until such report is completed. Water and
Wastewater Connection Fees were reviewed. Mrs. Campbell presented a comparison of various
size connections current charges and 2006 proposed charges (copy attached). She indicated that
on larger size meters, these costs were averages and that the customer would be charged for
actual costs that could vary depending upon each connection. Art Holloman suggested that
including the cost of the remote read-out may create maintenance problems and that perhaps that
item should be at the discretion of the property owner. Inclusion Charges were discussed. Mrs.
Campbell explained that the method of determining Inclusion Charges, as stipulated in the 2002
Financial Plan, was to divide the value of assets for both the water and wastewater fund by the
number of service and availability equivalent units. In this manner a ‘buy-in’ per equivalent unit
is established for each type of service. Other miscellaneous charge increases were reviewed and
Mrs. Campbell pointed out that since the manner of service charge increase had been determined,
staff would prepare recommended increases to the water fill station charges, Log Park out-of-
District charges and the raw water irrigation fee for consideration by the Board at the next
regular meeting. A motion was made by Don Brinks and seconded by Bob Huff to approve the
increases as discussed and to allow staff latitude to determine how to consider the remote read-
outs for Water Connection Fees. The motion passed with a voice vote of approval. Mrs.
Campbell added that she anticipates a proposed Water Resource Fee for the Board to consider at
the next meeting.

Gene Tautges sought ratification of a phone-poll decision to award the wastewater collection
system modeling to Briliam Engineering. Mr. Tautges had discussed the proposal from Davis
Engineering Services, Inc., in the amount of $35,000 and from Briliam Engineering in the
amount of $27,128 with the Directors and compared each proposal’s positive and negative points
(copy attached). DES’s proposal included work to identify the wastewater capital improvements
requirements through the year 2040. Briliam’s proposal for the wastewater collection system
modeling update would provide necessary information to be considered by Camp Dresser &
McKee, Inc. to identify wastewater capital improvements. Steve Hartvigsen made a motion to
ratify the choice of Briliam Engineering for this work. The motion was seconded by Don Brinks
and passed unanimously.

A proposal from Camp Dresser & McKee, Inc., for the cost not to exceed figure of $6,900 was
considered. Gene Tautges mentioned that the update to the wastewater collection system
modeling was necessary to provide accurate information for the capital improvements study.
After discussion, a motion was made by Bob Huff and seconded by Steve Hartvigsen to accept
the proposal from CDM for these services. The motion passed with a voice vote of approval.

Carrie Campbell also sought clarification from the discussions at the October and November
meetings regarding Steve Harris, Harris Water Engineering, Inc., taking the lead role in



determining the water capital improvements through the year 2040. It was the consensus of the
Directors that was the understanding and such direction was given.

Michelle Tressler presented the Personnel Handbook revision recommendations that had been
reviewed by the Personnel Committee (Steve Hartvigsen and Windsor Chacey) and District
Counsel. Revisions and additions were basically the result of recommendations by County
Technical Services, Inc., during an audit performed during July 2005. A brief summary of the
changes/additions was heard. A motion was made by Don Brinks and seconded by Bob Huff to
adopt the Personnel Handbook as amended January, 2006. The motion carried.

Michelle Tressler reported on financial investments that had matured during the month of
December. Three Certificates of Deposit with Bank of the San Juans were available for
reinvestment. Current interest rates were obtained from all local banks and Bank of the San
Juans interest rate for a 6 month CD remained the most favorable at 4.25% APY. The
certificates were renewed with Bank of the San Juans at that rate.

Carrie Campbell presented an Election Resolution for the Board’s consideration. Mrs. Campbell
reported that Karen Wessels’ and Don Brinks’ terms would expire in May, 2006. Ms. Wessels
had indicated that she would be willing to run for re-election; however, Don Brinks would be
term limited. Mrs. Campbell suggested that the Directors may wish to consider putting the
question of term limitation to the voters. Discussion followed where various pros and cons of
term limitation were discussed. A motion was made by Steve Hartvigsen and seconded by Bob
Huff to adopt the Election Resolution with additional language to include putting the question of
term limitation to the voters. The motion passed unanimously.

A letter requesting that the Board consider a change in the method of assessing wastewater
charges was considered from Johanne Riddick (copy attached). After discussion, staff was
directed to respond to Ms. Riddick and explain the process by which the District had established
the method for this charge.

A request from James Jeffords, relayed through staff due to illness, was considered (account
#7140). Mr. Jeffords requested that a reduction in equivalent units for the Greenhouse
Restaurant, which was granted beginning with the month of November since the property was
not in operation, now be considered retroactively from the month of September, 2005. After
discussion a motion was made by Steve Hartvigsen and seconded by Don Brinks to deny the
request as it was not in the best interest of the District to do so. The motion carried.

A Petition for Inclusion for Wastewater Purposes from Murray and Margaret Knudson was
considered. Carrie Campbell pointed out that this petition was for Lot 59 of Martinez Mountain
Estates Il and already in the District for water purposes. Mrs. Campbell pointed out that a
revised/updated Petition would be requested from the Murrays. She added that a main line is
adjacent to this property and would be served through the Highlands Lagoon facility. A motion
was made by Steve Hartvigsen to accept the Petition for Inclusion and proceed to set a date for
the Public Hearing. The motion was seconded by Don Brinks and passed unanimously.



Carrie Campbell reported that 181 water and wastewater connections and 108 wastewater
connections had been performed in 2005. Mrs. Campbell also reported that snow pack was at
22% of the thirty-year running average as of January 12, 2006.

Windsor Chacey reported that she had attended the Stollsteimer Watershed Protection Steering
Committee meeting earlier that day. Mrs. Chacey indicated that she thought the consultant
working on behalf of Archuleta County, Martin Landers, HNTB Denver, would be taking the
committee suggestions very seriously. Mrs. Chacey thought this would be an important
contribution to the over-all protection of the watershed area through appropriate land use
regulations.

The Directors acknowledged a letter from Pam Morrow (copy attached).

Gene Tautges presented a summary of various services to be provided by Patrick O’Brien,
Briliam Engineering, regarding water quality assessment, sampling and compliance scheduling.

Carrie Campbell indicated that the next regular Board meeting scheduled for February 14, 2006
would not be held at the Pagosa Fire Protection District due to a scheduling conflict. Mrs.
Campbell stated that she would inform the Directors when a meeting place could be established.

There being no further business to come before the Board, a motion to adjourn was made at 9:11
p.m. by Don Brinks and seconded by Bob Huff. The motion passed unanimously.

Respectfully submitted,

Don Brinks
Secretary/Treasurer



NOTICE
OF

1. REGULAR MEETING
2. CHANGE IN TIME
3. CHANGE IN MEETING LOCATION

NOTICE IS HEREBY GIVEN that a Regular Meeting of the Board of Directors of the

Pagosa Area Water and Sanitation District has been scheduled for Tuesday, February
14, 2006. Notice is further provided that the Regular Meeting scheduled at 6:30 p.m.

has been changed to 5:30 p.m. The Board of Directors will immediately enter into

executive session for the purposes of discussion of negotiation matters related to land

acquisition and other matters subject to negotiation pursuant to Sections 24-6-
402(4)(a) and 24-6-402(4)(e), C.R.S. The Board is expected to convene to open

session at 6:30 p.m. Further notice is provided that the meeting will be held at the

Pagosa Fire Protection District Training Room, 191 North Pagosa Blvd., Pagosa
Springs, Colorado. Proposed Agenda is as follows:

aOrONE

10.
11.
12.

13.
14.

Call to Order
Executive Session Pursuant to Sections as Described Above
Reading and Approval of Minutes
Public Comment
Construction/Projects Update
Dutton Ditch Pipeline
Enlargement of Stevens Reservoir
Administrative Office Expansion
Hatcher Water Treatment Plant Improvements
Water Model
Staff Reports
Consideration of Fees
Out-of—Service Agreement Water Charge (Log Park)
Water Fill Station
Raw Water Irrigation
Interim Water Resource Fee
Discussion Regarding Proposed Impact Fees with Town of Pagosa
Springs and Archuleta County and San Juan Water Conservancy District
Consideration of Main Line Extension Permits
Pagosa Partners I, Inc.
Trujillo Partners, LLC
Nighbeck, LLC
Consideration of Contract for Meter Reading from Stuart Sarnow
Consideration of District’s Technical Construction Specifications
Report on District’s 2006 Enterprise Revenue Bond Issue
Consideration of Memo from Special District Association of Colorado
Regarding SB 06-156
Consideration of Water Rights Cases
Any Other Business Brought Before the Board Will Be
Duly Considered.

PAGOSA AREA WATER AND SANITATION DISTRICT



By /s/ Carrie S. Campbell
For the Board of Directors

SEAL
PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING
FEBRUARY 14, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Chairman Karen Wessels at 5:30 p.m. on Tuesday, February 14, 2006. Other Board members in
attendance were Steve Hartvigsen, Windsor Chacey, Bob Huff and Don Brinks. Staff members
Carrie Campbell, Gene Tautges, Gregg Mayo and Michelle Tressler were also present.

A motion to enter into executive session at 5:31 p.m. for the purposes of discussion of
negotiation matters related to land acquisition and other matters subject to negotiations pursuant
to Sections 24-6-402(4)(a), C.R.S. and 24-6-402(4)(e), C.R.S. was made by Steve Hartvigsen.
The motion was seconded by Don Brinks and carried by unanimous vote of approval.

The Board of Directors returned to regular session at 6:44 p.m.

John Middendorf, Pagosa Springs Sun and John Harper, Villas at the Pagosa Lodge were also
present for the meeting.

The minutes of the joint meeting with the San Juan Water Conservancy District on January 12,
2006 were reviewed. A motion was made by Steve Hartvigsen and seconded by Don Brinks to
approve the minutes as presented. The minutes of the regular meeting held January 18, 2006
were reviewed. Windsor Chacey mentioned a correction regarding the name of the person
working on behalf of Archuleta County on the Stollsteimer Watershed Protection Steering
Committee. The Archuleta County representative should be Martin Landers, HNTB. Bob Huff
also pointed out a word omission on page three. Steve Hartvigsen made a motion to approve the
minutes with the corrections mentioned. The motion was seconded by Windsor Chacey and
carried unanimously.

Chairman Karen Wessels asked for any public comment; there was none.
The following construction/project updates were offered.

Gregg Mayo reported that certification of weed-free straw bales had not been obtained on some
of the material used by T. Lowell Construction on the Dutton Ditch Pipeline project. The US
Forest Service had issued a $75.00 citation to the contractor and instructed them to remove what
material remained by hand. Weed mitigation and monitoring for a five year period may be
necessary and an agreement holding the contractor responsible for the costs associated will be
devised.

Regarding the Enlargement of Stevens Reservoir, Carrie Campbell reported that after meeting
with the engineers and consultants involved, the recommendation would be to proceed with plans



to begin the construction of the reservoir by late summer. Mrs. Campbell reported that
comments from the Corps of Engineers regarding the wetland mitigation plan were being
reviewed. Mrs. Campbell also indicated that the Humane Society had been provided a site plan
of the proposed reservoir site and that she had not heard anything from them since. She
suggested that legal counsel begin the preparation of legal documents and easements needed for
the property that had been successfully negotiated.

Gregg Mayo reported that the Administration Building addition was approximately 65%
complete. Exterior brick was being applied and plans for interior paint, wallpaper and trim were
underway.

Regarding the improvements to the Hatcher Water Treatment Plan, Gene Tautges reported that
procurement documents for the GAC related equipment had been sent to US Filter. A
Conditional Use Permit from Archuleta County will be required for the plant enlargement and
improvements and the application process has begun.

Regarding the update and recalibration of the water model, Gene Tautges informed the Board
that he anticipated an early March completion date. Bob Huff indicated that he thought this tool
would be very important as a means to evaluate the impact of new development and determine
cost factors in an equitable manner. Carrie Campbell added that District staff met with Pagosa
Fire Protection District staff and discussed fire flow issues and working together on a report
detailing low flow and pressure areas, anticipating the report to be final for the March meeting.
She continued that a meeting is scheduled with staff members from both Districts, Town of
Pagosa Springs and Archuleta County Planning staff to discuss various aspects of the planning
process as it relates to water issues.

Staff reports were reviewed. Karen Wessels asked for explanation of what Michelle Tressler
reported as preparation of ‘income tests’. Ms. Tressler replied that it was a series of work-papers
to verify that amounts reported were reasonable based on gallons sold, number of accounts and
number of equivalent units. Ms. Wessels also sought clarification regarding ‘frozen meter
bottoms’ and asked if this was a routine event. Gene Tautges pointed out that there had been
more than normal this winter season because of the lack of insulation typically provided by snow
cover.

Michelle Tressler presented a schedule of proposed increase in fees to be considered by the
Board (copy attached). The first proposed increase discussed was the fee charged at the water
fill stations. Ms. Tressler suggested that if the increase in the minimum service charge and
increase in the rate tiers were applied similarly to fill station customers, the resulting increase
would be approximately 12% or 8.5 gallons less water per quarter. The resulting rate per 1000
gallons would be $5.25 and could be made effective at approximately the same time as the rate
increase to District customers. Ms. Tressler indicated that these figures were based upon the
premise that customers who haul water are typically conservative with their water use and do not
use more that 8000 gallons per household per month.

Similarly, the Drought Surcharge was discussed. Should it be necessary to enter Water
Conservation Level 1 or higher, the rate necessary to offset the estimated increase in electrical



costs due to increased pumping from the San Juan River would be $1.30 for 8,000 — 20,000
gallons per equivalent unit and remain unchanged at $2.40 for over 20,000 gallons.

Out-of-District water charges for Log Park Water Company also were considered. According to
the Agreement with LPWC, service charges for water used through the master meter could
increase in accordance with an increase for District Customers. Therefore, an increase from
$6.00 to $8.00 minimum service charge and from $3.00 to $3.10 per 1000 gallons for water
usage from 0 — 8,000 gallons and from $6.00 to $6.20 for 8,000 — 20,000 gallons and from $8.00
to $8.20 for over 20,000 gallons would be appropriate. Should it be necessary to enter Water
Conservation Level 1 or higher, the rate of $1.30 per thousand gallons for over 8,000 gallons and
$2.40 per thousand gallons for over 20,000 gallons per equivalent unit would be charged. It was
proposed that these increases in charges should be effective at the May-June meter reading
period which would be in accordance with when the various increases would be in effect for
other District customers.

Waste Hauler charges were discussed with the recommendation that the current charges covered
costs and no increase was recommended. A motion was made by Windsor Chacey and seconded
by Bob Huff to approve the above mentioned rate increases as discussed. The motion passed by
a voice vote of approval.

Brief discussion ensued regarding the District accepting credit card payments for water and
wastewater charges as well as upgrading the water fill stations to operate on a pre-paid card
system. Staff was directed to continue to research these options.

The Interim Water Resource Fee was considered. Carrie Campbell briefly reviewed the history
of the development of this fee. In June of 2004, a resolution was passed by the Board outlining
guidelines for provision of adequate water rights, or cash-in-lieu of, for developments within the
boundaries of the District. A resolution further clarifying certain issues and placing emphasis on
cash-in-lieu of water rights as an option when water rights are not available or when the water
right may not be suitable for the District’s use was adopted on November 8, 2005. The purpose
of the Water Resource Fee and/or dedication of water rights is to assure that water supplies are
adequate to meet the water demands of new developments and expansion of use. Mrs. Campbell
informed the Board that an interim fee had been calculated and proposed by Steve Harris, Harris
Water Engineering, Inc., for the Board of Directors to consider in the amount of $7,265 per
equivalent unit. She also indicated that once the 20 year capital plan is updated to 2040, and
Stan Bernstein performs the financial analysis, it was likely the Interim Water Resource Fee
would require revision at that time. Bob Huff made a motion to adopt the Interim Water
Resource Fee of $7,265 per equivalent unit. The motion was seconded by Steve Hartvigsen and
passed unanimously.

The proposed Water Impact Fees with the Town of Pagosa Springs, Archuleta County and the
San Juan Water Conservancy District were discussed. Carrie Campbell reported that the SJWCD
had adopted a resolution approving the Impact Fee in the amount of $1,129 per equivalent unit.
Mrs. Campbell pointed out that since the majority of the commercial development within the
SJWCD boundaries would also be included in the District boundaries, the District staff could be
of assistance by determining the number of equivalent units according to the AWWA procedure



in place. The Intergovernmental Agreement could be modified at such time to account for this.
Don Brinks made a motion to authorize District staff to provide this assistance for the SJWCD.
The motion was seconded by Steve Hartvigsen and passed unanimously.

Carrie Campbell presented a letter addressed to Andy Knudtsen, Economic & Planning Systems,
Inc. (copy attached). Mrs. Campbell reminded the Directors that the District had participated
with the San Juan Water Conservancy District in funding the impact fee study. She suggested
that this letter may be appropriate to clarify and memorialize the major issues with the results of
that study and the reasons why the District has endeavored to develop other sources of funding to
enable the construction of sufficient water storage to meet the Districts’ future water demands.
After discussion, a motion was made by Bob Huff and seconded by Windsor Chacey to authorize
the Chairman to sign the letter on behalf of the Board.

Main Line Extension Permits were considered from Tracy Reynolds, Trujillo Partners, LLC for
the main line extension to serve Dakota Springs; John Harper, Nighbeck, LLC for the main line
extension to serve The Villas at Pagosa Springs and Mike Church, Pagosa Partners I, Inc., for a
main line extension to serve Aspen Village Phase Il (renewal). It was noted that the Main Line
Extension Permit was simply the first step in a process and that all developers have been made
aware of District requirements regarding the extension of main lines. A motion was made by
Steve Hartvigsen and seconded by Bob Huff to approve these permits. The motion passed
unanimously.

The Board considered the Meter Reading Contract for 2006. Stuart Sarnow has been providing
this service to the District for a number of years and doing an excellent job. The current contract
contained an increase of $.01 per meter read which would be approximately a $400 increase for
the meter reading season. A motion was made by Don Brinks and seconded by Steve Hartvigsen
to approve the contract. The motion passed by a voice vote of approval.

Revisions to the Construction Specifications were discussed. A motion was made by Steve
Hartvigsen to approve the revisions pending review completion by Chairman Karen Wessels.
The motion was seconded by Windsor Chacey and passed unanimously.

Michelle Tressler reported on efforts regarding the investment of proceeds from the 2006
Revenue Bond Issue. Several financial agencies had been contacted and staff was awaiting
proposals and quotes. A motion was made by Bob Huff to authorize staff to place these funds at
the most attractive yield consistent with the law and bond requirements and report to the Board at
its next regular meeting. Carrie Campbell mentioned obtaining a proposal from Joe Drew, Drew
Financial LLC, who had done some work for the District some years ago, for assistance in
developing an overall investment policy and providing guidance for the District investments.
Mrs. Campbell suggested that after the update of the 2040 Financial Plan, it might be a good
opportunity to request a proposal and have Mr. Drew meet with the Board.

The Directors reviewed a memo from J. Evan Goulding, Executive Director, Special District
Association of Colorado regarding upcoming Senate Bill 156. After discussion, staff was
directed to craft a letter to voice opposition to this bill. Bob Huff made a motion to direct staff to



reply in opposition to SB-156 with signatures of the Chairman and Secretary of the Board. The
motion was seconded by Don Brinks and passed unanimously.

Carrie Campbell asked the Directors to consider entering into a water rights case as a ‘friendly
objector’. The case involves Denver Water Board and their requirement (by a federal permit) to
release a certain amount of water to the South Platte River. Denver Water has filed with water
court to make this water right absolute. At the recommendation of legal counsel, having access
to monitor and receive detailed information about this case could provide vital information
regarding bypass or release issues that the District and the San Juan Water Conservancy District
could utilize in the future. Mrs. Campbell suggested it would be an appropriate effort to consider
jointly with the SJWCD and indicated that the estimated cost for each District would be
approximately $2,500 each. The cost to monitor the case was previously estimated much lower
and Mrs. Campbell indicated she would research the reasons for the increase and phone-poll the
Directors once that information was obtained.

Under other business, Carrie Campbell reported that the basin-wide snow pack was at
approximately 30% of the 30 year running average.

Mrs. Campbell also reported that the cost of digital remote read-outs for customer connections
were approximately $70 and that staff had determined to allow the customer to choose if this unit
was to be installed at the time of connection. In this manner, the customer can be made aware of
maintenance requirements for the battery of the unit and accept responsibility to monitor and pay
the cost of replacement when necessary.

A date for the Performance Evaluation for Carrie Campbell was set for February 21, 2006 at 4:00
p.m. at the District office.

Gene Tautges explained a compliance issue regarding scheduled water testing. Mr. Tautges
explained the efforts being made to correct any omission in the future by tracking each required
monitoring schedule. The process will be tracked from ordering the proper supplies, to
performing the required tests and reporting the results (copy attached).

There being no further business to come before the Board, a motion to adjourn was made at 8:40
p.m. by Don Brinks and seconded by Bob Huff. The motion passed unanimously.

Respectfully submitted,

Don Brinks
Secretary/Treasurer



PAGOSA AREA WATER AND SANITATION DISTRICT

)

)
ARCHULETA COUNTY ) S.S.

)

)

STATE OF COLORADO

NOTICE OF REGULAR MEETING AND CHANGE IN TIME AND PUBLIC HEARING

NOTICE IS HEREBY GIVEN that a Regular Meeting and Public Hearing of the Board of Directors of the
Pagosa Area Water and Sanitation District have been scheduled for Tuesday, March 14, 2006. Notice is
further provided that the regular meeting scheduled at 6:30 p.m. has been changed to 5:30 p.m. The Board
of Directors will immediately enter into executive session for the purposes of discussion of personnel
matters, negotiation matters related to land acquisition and other matters subject to negotiations pursuant to
Sections 24-6-402(4)(f), 24-6-402(4)(a) and 24-6-402(4)(e), C.R.S. The Board of Directors is expected to
convene to open session at 6:30 p.m. The meeting will be held at the Pagosa Fire Protection District
Training Room located at 191 North Pagosa Blvd., Pagosa Springs, Colorado.

Proposed Agenda is as follows:

1.
2.

w

o

10.
11.

12.
13.
14.
15.
16.
17.
18.
19.

Call to Order
Executive Session (Pursuant to Sections 24-6-402(4) (f), 24-6-402(4) (a) and
24-6-402(4) (e), C.R.S. as Described Above)
Reading and Approval of Minutes
6:30 p.m. - Public Hearing for Consideration of Inclusion of Real Property for
Wastewater Purposes — Murray and Margaret Knudson
Public Comment
Construction/Projects Update
a. Enlargement of Stevens Reservoir
Consideration of Proposal from Aqua-Hab, Inc. and Ecosphere Environmental
Services for Wetlands Mitigation
b. Administrative Office Expansion
c. Hatcher Water Treatment Plant Improvements
d. Staff Reports
Consideration of Request from Bill Whitbred for Water Resource Fees Associated with
the Proposed Coyote Cove Subdivision
Consideration of Request from Parr-Harrison & Associates, LLC for Fees Associated
with the Proposed Pagosa Pointe Apartments, an Affordable Housing Project

. Consideration of Request for Equivalent Units and Fees from Tony Simmons on the

Proposed Pagosa Brewing Company

Consideration of Interim Water Resource Fee

Consideration of Award of Granulated Activated Carbon Water Treatment System
Contract

Consideration of Request from PLPOA for Waiving Availability of Service Charges

Consideration of Revisions to District Construction Specifications

Discussion and Review of District Water Pressure Report

Ratify Cancellation of May 2, 2006 Special District Election

Ratify Participation in Water Rights Case

Report on Circuit Rider Program

Discussion of Cloud Seeding Program

Discussion of Proposed Dry Gulch Reservoir



20. Consideration of Participation in Cancer Relay for Life Event

21. Discussion of Water Fill Station Alternatives

22. Bond Proceeds and Financial Statements Report

23. Lakes Committee Report

24. Any Other Business Brought Before the Board Will Be Duly Considered.

By /s/ Carrie S. Campbell
For the Board of Directors

SEAL
PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING AND PUBLIC HEARING
MARCH 14, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Chairman Karen Wessels at 5:35 p.m. on Tuesday, March 14, 2006. Other Board members in
attendance were Steve Hartvigsen, Windsor Chacey, Bob Huff and Don Brinks. Staff members
Carrie Campbell, Gene Tautges, Art Holloman, were present. Gregg Mayo and Marie Rascoe
were also present following executive session.

A motion to enter into executive session at 5:36 p.m. for the purposes of discussion of personnel
matters, negotiation matters related to land acquisition and other matters subject to negotiations
pursuant to Sections 24-6-402(4)(f), 24-6-402(4)(a), and 24-6-402(4)(e), C.R.S. was made by
Steve Hartvigsen. The motion was seconded by Bob Huff and carried by unanimous vote of
approval.

The Board of Directors returned to regular session at 6:45 p.m.

Chuck McGuire, Pagosa Springs Sun; Richard Gustafson, Shelley Low, Jeff Knuckles, Carol Reill,
Stan Seligman, Sierra Lusk, Todd Shelton, Bart Mitchell, Mary Kay Mayo, Tony Simmons, Bill
Whitbred, Ken Bajema, Patrick O’Brien, Guiseppie Margiotta, Jon and Linda Moor were also
present for the meeting.

The minutes of the regular meeting held February 14, 2006 were reviewed. Steve Hartvigsen
made a motion to approve the minutes. The motion was seconded by Windsor Chacey and carried
unanimously.

Chairman Karen Wessels opened the public hearing for the consideration of inclusion of property
for wastewater purposes at 6:48 p.m. In the absence of Murray and Margaret Knudson
(Petitioners), Manager Carrie Campbell asked the Board to approve their request for inclusion,
noting a correction to the second to last paragraph in the attached Board Order regarding a
moratorium — the current moratorium on inclusions is specific to water and not wastewater.
Conditions of Inclusion are also attached to the Order. A motion was made by Bob Huff to
execute the Order of Inclusion with a second from Steve Hartvigsen. The motion passed
unanimously. The public hearing was closed at 6:55 p.m.



Chairman Karen Wessels asked that public comment be postponed to later in the meeting since
many were present to comment concerning the Water Resource Fee.

The following construction/project updates were offered.

Carrie Campbell reported on Stevens Reservoir enlargement and referred Board members to
proposals for the wetlands mitigation plan from Aqua-Hab, Inc. and Ecosphere Environmental
Services, noting that plantings would be a separate cost as reflected on the attached spread sheet.
Aqua-Hab proposed $18,300 for 2006 and $45,400 for 2007 and Ecosphere proposed $15,400 for
2006 and $52,200 for 2007, copies attached. The 2006 figures for both are actual amounts and
2007 amounts are estimates and weather-dependent. Staff recommended approval of Aqua-Hab
and Ecosphere proposals, noting the fact that both companies have been involved with previously
approved components of the project. Steve Hartvigsen asked if any redundancy existed by the two
firms. Ms. Campbell explained that they complement one another with no duplicity of services.
Mr. Hartvigsen also asked if other entities were considered. Ms. Campbell responded negatively,
stating that she believed Aqua-Hab and Ecosphere’s familiarity with the intricacies of the project
was in the best interest of the District and that for the amount of work involved with the wetlands,
both proposals seemed fair. Bob Huff made a motion to accept both proposals. Windsor Chacey
seconded the motion that was unanimously approved.

Gregg Mayo reported that the administrative office addition is 80% complete. He anticipates staff
move in by April 1. Brick and site work should be finished by May, depending on the weather.

Regarding Hatcher Water Treatment Improvements, Gregg Mayo reported that procurement
documents for the Granular Activated Carbon Water Treatment System have been reviewed by
staff and Patrick O’Brien. Mr. Mayo referred the Board to his letter included in their packets, copy
attached, for a bid total of $239,600. Additional items will be reviewed after testing is completed.
Mr. Mayo also stated that an advertisement was submitted to the Pagosa Springs SUN for bids for
the design/build for this project.

Windsor Chacey stated that she was pleased with the change in format of staff reports to match the
Individual Personal Objectives used in job evaluations.

Bill Whitbred, representing the proposed Coyote Cove Subdivision, approached the Board
regarding applicability of Water Resource Fees for the subdivision. Mr. Whitbred reviewed the
history of the original design by Milford Parker in 1980 for the 40 acre tract which included
Hatcher Village Condos. Referring to a letter, copy attached, from then District Manager Jack
DeLange to then County Planning Administrator Fred Ebeling, Mr. Whitbred asked Directors if
the proposed subdivision would be exempt from the Water Resource Fee. Carrie Campbell
pointed out that this is not a platted subdivision and what Mr. Whitbred is proposing is new
development. Don Brinks concurred that this would be a new subdivision. Ms. Campbell added
that letters similar to the referenced one are sent in response to requests for service, but does not
necessarily mean that proposed projects are completed. Furthermore, depending on what stage the
project is in, complete detailed information may not be provided to the District when making an



initial response. Karen Wessels stated that the Board was going to further discuss the WRF this
evening, including time of assessment.

Chairman Karen Wessels deferred agenda item #8 as Guiseppie Margiotta was not yet present and
went to item #9, recognizing Tony Simmons of Pagosa Brewing Company. The Board reviewed a
request for reduction in fees from Mr. Simmons. Mr. Simmons presented information on the
current owner’s (House of Muskets) water usage at 100 N. Pagosa Blvd. Carrie Campbell
explained that Mr. Simmons’ business does not fit the AWWA Equivalent Units chart. Staff
recommended granting the request to remain at one e.u. and monitor usage for two years and make
any necessary adjustments at the end of the two years at then current rates. The motion was made
by Bob Huff to this effect and seconded by Windsor Chacey. The decision was unanimous.

Returning to agenda item #8, Chairman Karen Wessels acknowledged Guisseppie Margiotta, who
represented Parr-Harrison & Associates, LLC. Although the Archuleta County Planning
Commission denied approval for the affordable housing project known as Pagosa Pointe
Apartments, Mr. Margiotta stated that the decision is not final and he plans to appeal to the County
Commissioners. Referring to the information provided in the Board packets, Mr. Margiotta asked
the Board to consider waiving or adjusting Water Resource Fees for the 112 unit affordable
housing project proposed for a 7.41 acre parcel across Piedra Road from Cloman Blvd. Chairman
Wessels reiterated that the Water Resource Fee was not final and that the Board would consider
low-income housing when making their decision. Bob Huff asked for clarification of Mr.
Margiotta’s request who responded to consideration for adjustments on the Water Resource Fee
and Capital Investment Fee, but not adjustments in water/wastewater service fees.

Regarding agenda item #10, Water Resource Fee, Karen Wessels asked for public comment. Stan
Seligman, representing Great New Homes, spoke first. He commented that the additional fee
would cause his affordable housing to become unaffordable.

Other comments included:

Shelley Low, a local realtor, part owner and developer opposed the Water Resource Fee
assessment at time of plat as unattractive to developers who are considering Pagosa Springs.
Collection up-front would destroy the development industry in her opinion. She recommended the
time of fee assessments be re-evaluated.

Developer Todd Shelton remarked that imposing Water Resource Fees was an indicator that
PAWSD needed money and was “in a world of hurt.” Mr. Shelton also faulted the District for
failure to educate and inform the public of water needs. Chairman Karen Wessels responded that
growth may be painful and recalled the controversy when the Capital Investment Fees were
imposed in 2002, which did not stunt growth and development. She added that the District is
charged with planning not only for current water needs but also those of the future, and the
significant growth within the community and continued drought conditions reinforces the need for
additional water storage and development of water facilities. Waiting to secure a reservoir site
only increases costs, and completion of such a project could take up to twenty years. Chairman
Wessels also stated that the Board does expect growth to pay its fair share and that the District
pursues various media sources to educate the public, including a number of articles in the Pagosa



Springs SUN and specific mention of the Water Resource Fee. Gene Tautges added that the
District publishes a newsletter and uses its website to inform the public and welcomes any
suggestions for ways to improve. Windsor Chacey remarked that the Board encourages all public
comment to assist them in decision-making concerning the Water Resource Fee and that
implementing the fee now will be a cost saver to the entire community in the future. The Board
desires to make it equitable for everyone.

Carrie Campbell also responded to Mr. Shelton’s comment regarding the District’s need for
money, stating that the District is not “in a world of hurt,” and that the District has been diligent in
dealing and planning with growth-related issues. Ms. Campbell distinguished that the Capital
Investment Fee is primarily for improving distribution facilities such as increases in main lines,
and the Water Resource Fee is dedicated to raw water development. She explained that the
District has various sources of revenues, each specific to certain expenditures, and that by
spreading the fees it is a more fair and equitable distribution of assessments, as has been the
historical practice of the District. She reiterated Chairman Wessels’ statement of up to twenty
years to develop a new reservoir, noting the amount of time taken to secure the necessary permits
and other components related to the enlargement of an already existing reservoir (Stevens), thus,
the need to begin collecting monies now for development of raw water.

Carrie Campbell then summarized the development of the Water Resource Fee beginning in 2004
with dedication of water rights and/or cash-in-lieu with further clarification in 2005 and adoption
of a Resolution in November, 2005, that payment would occur at the time of subdivision (plat) or
expansion of use. An interim fee of $7,265 was adopted by the Board of Directors at the February
14, 2006, regular meeting which prompted comments not so much against the fee itself, but for the
Board to reconsider the assessment at the time of sale of property or building permit in the case of
new subdivisions. Applicability to expansion of use would remain the same. She repeated the
need for collecting funds now and that other financial sources would also be considered. She then
stated that considering public comment and staff discussions, it was recommended to assess the
Water Resource Fee at the time of any new connection, including new construction to an existing
tap. She added that the number of equivalent units used in the methodology of computing the
interim fee included those in existing subdivisions and that this really was a more fair assessment.
She concluded that the Impact Fees being considered by the Town and County have a water
component that would cause a reduction to the interim WRF.

Richard Gustafson asked the Board to reconsider the time of collecting Water Resource Fees. He
said that many of his clients were unsure of property use at the time of plat. He also asked who
would own the equivalent units. He suggested waiting until building permits were issued to collect
Water Resource Fees, rather than the point of sale.

Linda Moor stated that the Water Resource Fee favored the big developer as opposed to the
individual property owner who wanted to build a home on a single lot.

Jeff Knuckles requested the Board’s consideration of assessing the fee at the time a Certificate of
Occupancy is issued. Carrie Campbell voiced concern that waiting until C.O. would be too late in
that the need is obviously there when a water connection is made. She added that information is
not always relayed to the buyer who, under this scenario would be responsible for payment. Mr.



Knuckles responded that fees were driving up the costs tremendously. Bob Huff reminded the
audience again that the time of assessment was not definite.

Carrie Campbell commended the public for bringing up many good issues. She stressed that it is a
very complex situation and that staff struggled with many “what if” scenarios in an endeavor to
simplify the assessment of the WRF to make it equitable for all. She recommended Board
consideration to set criteria related to affordable housing projects. Chairman Karen Wessels
concluded that in light of the options mentioned as appropriate times of collection, the Board
would also consider the administration component and not make a decision tonight but continue to
the next meeting, and for the sake of time the Board needed to move on with other agenda items.

Chuck McGuire, Pagosa Springs SUN, asked if the Water Resource Fee was for raw water
development and for a future reservoir. He asked the size of the reservoir and number of people it
was expected to serve at full build-out. Chairman Karen Wessels responded that the fee is for
development of raw water and that as proposed, it would have a 35,000 acre feet capacity and that
based on population projections, another 21,900 equivalent units are expected between now and
the year 2040. Carrie Campbell added that currently the District has over 5,000 connections
serving approximately 6,300 e.u.’s.

Todd Shelton said he has 76 connections (staff notes — there are not 76 connections to the
referenced property). How would the WRF affect his subdivision? He questioned whether or not
he should pay now for Capital Investment Fees to avoid the Water Resource Fee. Bob Huff stated
that Mr. Shelton had a unique situation that would not be solved in the current meeting. Chairman
Karen Wessels said the Board would consider a work session to review all assessment time options
suggested for Water Resource Fees. Bob Huff suggested a decision be made by the next Board
meeting scheduled for April 11, 2006. Stan Seligman asked the Board to consider the time
issuance of C.O. Chairman Wessels thanked the public for good comments. Carrie Campbell
stated that the location of the meeting is unsure, dependent upon completion of the office addition,
but that the Notice of the meeting would be posted the week prior to the meeting, and the office
could be contacted for the location. Ms. Campbell requested direction from the Board concerning
the Water Resource Fee at this time. Steve Hartvigsen stated that the matter was on hold until
further discussion.

Todd Shelton reminded the Board of their resolution of $7,265 Water Resource Fee at their last
meeting. Karen Wessels said no new resolution was made tonight. Comments continued, and in
an effort to settle confusion, Steve Hartvigsen stated that the Board passed a resolution in
November, 2005, to implement a Water Resource Fee at time of plat or expansion of use. The
only decision tonight was to reconsider the time of assessment. Mr. Hartvigsen made a motion to
rescind the time of plat as the time of assessing the WRF. The motion was seconded by Bob Huff
and passed unanimously.

Chairman Karen Wessels addressed the next item on the agenda, awarding of Contract of
Granulated Activated Carbon Water Treatment System. Gregg Mayo stated that two bids were
received and opened; one from U.S. Filter and the other from Calgon Carbon Corporation. Staff
and Patrick O’Brien recommended Calgon Carbon Corporation. The total cost of materials is



$239,600. A motion to award the contract to Calgon was made by Bob Huff. The motion was
seconded by Windsor Chacey and carried unanimously.

Walt Lukasik, representing Pagosa Lakes Property Owners Association, requested consideration
(letter attached) to waive Availability of Service charges for property acquired by PLPOA at 84
Sundown Circle ( Lot 6X, Block 18, Lake Pagosa Park). The PLPOA intends to utilize the
property for drainage and silt mitigation for drainage into Lake Pagosa; a deed restriction has been
placed on the property. Windsor Chacey moved to waive the Availability of Service Charge so
long as the intent of this property remains as stated. Steve Hartvigsen seconded the motion which
carried.

Carrie Campbell reported that Chairman Karen Wessels, staff, and Mike Davis met and considered
necessary revisions to District construction specifications. A motion was made by Steve
Hartvigsen to accept those changes. Bob Huff seconded the motion which passed unanimously.
Ms. Campbell added that Tom Farber, from T. Charles Wilson Insurance Co., was very helpful in
providing review and comments to certain sections of the specs. Collins, Cockrel, and Cole, P.C.,
District counsel, also reviewed and commented on some of the documents related to the specs.

Item #14 on the agenda, Discussion and Review of District Water Pressure Report, was reviewed.
Carrie Campbell remarked that this was essentially a working document done in conjunction with
staff and some input from the Pagosa Fire Protection District and subject to change. Historically,
the District has and continues to annually budget for improvements to certain areas within the
District. As funds and manpower are available, work is done. The report will provide general
information on the low flow/pressure areas and will be reviewed annually. Gene Tautges added
that the engineers could be asked to do a water model considering age of lines and other pertinent
factors.

Carrie Campbell requested the Board ratify cancellation of the May 2, 2006 Special District
Election as no more candidates for directors filed for the offices available. Chairman Karen
Wessels was the only one who filed and is declared elected for a four-year term. Directors will
need to consider appointment for the vacancy. A letter from Harold Slavinski expressing
consideration of appointment was provided to the Board. Ms. Campbell added that although the
Board had considered a ballot question regarding term limits, due to elections costs solely for that
purpose, she did not recommend holding an election. Bob Huff made the motion which was
seconded by Steve Hartvigsen to ratify cancellation of the May 2, 2006 election. The motion
passed unanimously.

Carrie Campbell requested ratification of participation in a water rights case discussed at the
previous regular meeting. Should legal costs approach $1,000, the Board would consider any
further involvement. Bob Huff moved to ratify action in this case with a second from Don Brinks.
The motion passed with a unanimous consent.

Chairman Karen Wessels reported that she and others with the San Juan Water Conservancy
District had met earlier in the day with the Water Information Program Manager, Martha Gowin.



Chairman Karen Wessels reported that cloud seeding was discussed at today’s meeting of the San
Juan Water Conservancy District and the consensus of that Board was not to participate in cloud
seeding for the remainder of this winter. The base price would be approximately $10,000 plus and
additional $10,000 for the actual seeding (weather conditions permitting). Directors concurred.

Chairman Karen Wessels announced that due to the late hour, remaining agenda items would be
tabled. Carrie Campbell asked for consideration of item #20. She reported an interest from
District staff to participate in the American Cancer Relay for Life event June 16-17, 2006. Ms.
Campbell requested the Board’s approval of all or partial payment of the team registration fee of
$100. Board members expressed their pleasure that the staff was willing to participate. Don
Brinks made a motion to pay the full amount. Second was made by Windsor Chacey and the
motion was unanimously approved.

Carrie Campbell then asked for approval for Lisa Dermody, staff member, to contribute about 8
hours compiling data to the Town of Pagosa Springs (the District and Town both have comparable
computer software) to assist in their sewer modeling project. Mrs. Dermody indicated the time
could be spread out so as not to conflict with her regular duties. The request was made earlier in
the day with the work needing to be completed in the next few weeks. Directors agreed that this
would be beneficial to the Town.

A motion to adjourn was made at 9:00 p.m. by Bob Huff and seconded by Steve Hartvigsen. The
motion carried.

Respectfully submitted,

Don Brinks
Secretary/Treasurer



NOTICE
OF

1. WORK SESSION
2. SPECIAL MEETING
3. CHANGE IN MEETING LOCATION

NOTICE 1S HEREBY GIVEN that a Work Session and Special Meeting of
the Board of Directors of the Pagosa Area Water and Sanitation
District have been scheduled for Thursday, March 30, 2006, at 4:00
p-m. and 5:00 p.m. respectively. Notice is further provided that
the Work Session and Special Meeting will be held at the Training
Room of the Pagosa Fire Protection District, 191 North Pagosa
Blvd., Pagosa Springs, Colorado. The primary purpose of the Work
Session is for discussion of the Water Resource Fee followed by a
Work Session and Special Meeting with the Board of Directors of the
San Juan Water Conservancy District regarding a proposed reservoir
site. The Boards of Directors are expected to enter into executive
session for the purposes of discussion of negotiation matters
related to land acquisition and other matters subject to
negotiations pursuant to Sections 24-6-402(4)(a) and 24-6-
402(4)(e), C.R.S.

Proposed Agenda is as follows:

1. Work Session

2. Special Meeting — Call to Order

3. Executive Session Pursuant to Sections as Described
Above

4. Return to Special Meeting

5. Any Other Business Brought Before the Board Will Be
Duly Considered.

PAGOSA AREA WATER AND SANITATION DISTRICT

By /s/ Carrie S. Campbell
For the Board of Directors

SEAL



PAGOSA AREA WATER AND SANITATION DISTRICT
SAN JUAN WATER CONSERVANCY DISTRICT
MINUTES OF THE SPECIAL MEETING
MARCH 30, 2006

The Joint Special Meeting of the Pagosa Area Water and Sanitation
District and San Juan Water Conservancy District was called to order by
Acting Chairman Fred Schmidt at 5:10 p.m., Thursday, March 30, 2006.
Other Board members in attendance included Windsor Chacey, Karen
Wessels, Steve Hartvigsen, Don Brinks, Jack DelLange, Roger August, and
Carrie Campbell. Gene Tautges was also present.

A motion to excuse the absence of SJWCD Directors Slavinski and Garcia,
who are out-of-town, and Ebeling, due to an injury, was made by Karen
Wessels and seconded by Jack DelLange. The motion carried. A motion to
excuse PAWSD Director Huff, who is out-of-town, was made by Don Brinks
and seconded by Windsor Chacey. The motion carried.

A motion was made by Roger August at 5:15 p.m. to enter into executive
session for the purposes of discussing matters related to property
acquisition and other matters subject to negotiation pursuant to
Sections 24-6-402(4)(a) and 24-6-402(4)(e), C.R.S. The motion carried by
voice vote of approval.

The Boards returned to regular session at 5:45 p.m.

Acting Chairman Fred Schmidt will continue negotiations with Don and
Kathy Weber, and family, towards land acquisition for development of Dry
Gulch Reservoir.

Under “Other Business,” Carrie Campbell asked the PAWSD Board to
consider a maturing Certificate of Deposit (#35959), presently held with
Citizens Bank. Following review of interest rates at local banks, Don
Brinks moved to keep the principle balance of the CD ($500,000) with
Citizens Bank (offering the best return for this term) for a 6-month
term at a 4.75% APY rate. The motion was seconded by Steve Hartvigsen
and carried.

Carrie Campbell apprised Directors that the Town of Pagosa Springs and
Archuleta County have not yet implemented the proposed Impact Fees. She
also stated for the benefit of the SJWCD Board members the status of the
interim Water Resource Fee as determined by the PAWSD Board, noting that
Directors will again discuss at the next regular meeting at what point
to assess the fee and consider anticipated revenues from the proposed
Impact Fees to reduce the WRF.

Don Brinks then moved to adjourn the joint meeting at 5:50 p.m., which
was seconded by Steve Hartvigsen and carried.

Respectfully submitted,

Don Brinks Jack DelLange
Secretary, PAWSD Secretary, SJWCD



PAGOSA AREA WATER AND SANITATION DISTRICT )
)
ARCHULETA COUNTY ) S.S.
)
STATE OF COLORADO )

NOTICE OF WORK SESSION, REGULAR MEETING AND CHANGE IN TIME

NOTICE IS HEREBY GIVEN that a Work Session and Regular Meeting of the Board of Directors of the
Pagosa Area Water and Sanitation District have been scheduled for Tuesday, April 11, 2006. The Work
Session will begin at 4:00 p.m. and is for interviews pursuant to Board of Director vacancy. Notice is
further provided that the regular meeting scheduled at 6:30 p.m. has been changed to 5:30 p.m. The Board
of Directors will immediately enter into executive session for the purposes of discussion of personnel
matters, negotiation matters related to land acquisition and other matters subject to negotiations pursuant to
Sections 24-6-402(4)(f), 24-6-402(4)(a) and 24-6-402(4)(e), C.R.S. The Board of Directors is expected to
convene to open session at 6:30 p.m. The meeting will be held at the District’s administrative office located
at 100 Lyn Avenue, Pagosa Springs, Colorado.

Proposed Agenda is as follows:

1. Call to Order
2. Executive Session (Pursuant to Sections 24-6-402(4)(f), 24-6-402(4)(a) and
24-6-402(4)(e), C.R.S. as Described Above)
3. Reading and Approval of Minutes
Public Comment
Construction/Projects Update
a. Enlargement of Stevens Reservoir
b. Administrative Office Expansion
c. 20-Year Capital Projects
d. Staff Reports
Hatcher Water Treatment Plant - Report from Patrick O’Brien, Briliam Engineering
Sewer Model — Report from Patrick O’Brien, Briliam Engineering
Request from Jerry Driesens for Consideration of Availability of Service Fees
Consideration of Interim Water Resources Fee/Capital Investment Fee
Consideration of Requests Regarding Water Resource Fee
Parelli Natural Horse-Man-ship, Inc.
Timberline Builders (The Cottages and The Enclave)
Aspen Village PUD
Smith Construction Services, Inc. (Pagosa Riverwalk)
Housing Solutions for the Southwest
Carl and Carol Mellberg
11. Discussion of Affordable Housing Criteria
12. Consideration of Design/Build Phase of Hatcher Water Treatment Plant
Clearwell/GAC Expansion Project
13. Award of Granulated Activated Carbon Water Treatment System Contract
14. Consideration of Main Line Extension Permits
Kenneth Bajema and G. Diane Orr
Archuleta County School District 50 Joint
Nighbeck, LLC (Clarification from Jack Nightingale)
15. Consideration of 2006 Water and Sewer Pipeline Extensions
16. Discussion of Water Fill Station Alternatives
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17. Discussion of Board of Director VVacancy after May 2, 2006

18. Consideration of Request from Town of Pagosa Springs for Contribution to
4" of July Festivities

19. Consideration of Health Insurance Premiums

20. Bond Proceeds and Financial Statements Report

21. Lakes Committee Report

22. Any Other Business Brought Before the Board Will Be Duly Considered.

By /s/ Carrie S. Campbell
For the Board of Directors

SEAL
PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING
APRIL 11, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Chairman Karen Wessels at 5:48 p.m. on Tuesday, April 11, 2006. Other Board members in
attendance were Steve Hartvigsen, Windsor Chacey, Bob Huff and Don Brinks. Staff members
Carrie Campbell, Gene Tautges, Art Holloman, were present. Gregg Mayo was also present
following executive session.

A motion to enter into executive session at 5:49 p.m. for the purposes of discussion of negotiation
matters related to land acquisition and other matters subject to negotiations pursuant to Sections
24-6-402(4)(a), 24-6-402(4)(e), C.R.S. was made by Don Brinks. The motion was seconded by
Bob Huff and carried by unanimous vote of approval.

The Board of Directors returned to regular session at 6:38 p.m.

Members from the public were present as indicated on the attached list although not all present
signed the attendance sheet.

The minutes of the regular meeting held March 14, 2006 were reviewed. Steve Hartvigsen noted a
typographical error and made a motion to approve the minutes with that correction. The motion
was seconded by Bob Huff and carried unanimously. The minutes of the special meeting held
jointly with the San Juan Water Conservancy District were reviewed. Windsor Chacey made a
motion to approve the minutes as presented. The motion was seconded by Don Brinks and passed
unanimously.

Chairman Karen Wessels asked for public comment. Mike Church, representing Pagosa Partners
I, indicated that he was disappointed in the Board’s action regarding the change of time of
assessment for the Water Resource Fee component of the Capital Investment Fee.

Drew Peternell, representing Trout Unlimited, addressed the Board. Mr. Peternell indicated that
Trout Unlimited did not oppose the District’s filing for water rights related to the development of
Dry Gulch Reservoir; however, argued the population projections and the amount of water



diversion on the application was unnecessary. Chairman Karen Wessels responded that since this
was a mater of litigation, it would not be appropriate for the Directors to discuss this issue at the
meeting.

Sheryl Rogers asked the Board’s consideration to be added to the agenda, under Item 10, regarding
the application and assessment of the Water Resource Fee.

Todd Shelton inquired of the Board if a further question and comment period would be allowed
prior to any action on the Water Resource Fee. Karen Wessels indicated that questions and
comments would be heard prior to any action.

The following construction/project updates were offered.

Regarding the expansion of the Stevens Reservoir, Carrie Campbell reported that work continues
with the Southwest Land Alliance for required conservation easements on properties adjacent to
the reservoir. Mike Davis, Davis Engineering Services, Inc., reported that preliminary comments
had been received from the State Engineer’s office regarding various spillway calculations and
revised hydrology reports. Mr. Davis indicated that he would respond to those comments by the
end of the week.

Gregg Mayo reported that the Administrative Office expansion was approximately 90% complete.
Staff is basically relocated to their new offices and he anticipates completion around May 1, 2006.

Regarding the 2040 capital projects plan, Carrie Campbell reported that staff had met with Steve
Harris, Harris Water Engineering, Inc., for fine-tuning regarding water capital issues. Camp
Dresser & McKee, Inc., is working on wastewater capital requirements.

Staff reports were reviewed and the Directors did not have any questions.

Patrick O’Brien, Briliam Engineering, presented an update regarding the Hatcher Water Treatment
Plant current and future operational improvements and the GAC/clearwell expansion project (copy
attached). Mr. O’Brien indicated that preparations for expanded testing were underway. The San
Juan Water Treatment Plant is currently handling demand for District 1. He also indicated that
when water service from the Hatcher Water Treatment Plant is re-established it may be limited to
specific areas to decrease the water age until the completion of the GAC expansion project.
Chlorine Dioxide will continue to be used and testing on a monthly basis will be performed
locally. State lab testing will continue to be done on a quarterly basis.

Patrick O’Brien also reported that good progress was being made on the Sewer Model. Mr.
O’Brien indicated that data from the District billing and usage software had been loaded and
calibration was nearly complete.

Jerry Driesens addressed the Board. Mr. Driesens requested that the Board reconsider its policy of
allowing one half of past Availability of Service Fees paid to be credited against the Capital
Investment Fee upon application for connection to service (copy of his letter is attached). Mr.
Driesens expressed his opinion that since the District would have collected Availability of Service



Fees upon a specific property the ‘credit’ should be allowed regardless of a change in ownership
and that the full amount should be allowed rather than one half. Chairman Karen Wessels pointed
out that this issue had been discussed at great length during the process of implementing the
Capital Investment Fee in 2001 and 2002 and that a decision had been made that allowed
consideration for payment of one half of Availability of Service Fees paid by the current owner.
Carrie Campbell reminded Mr. Driesens that during those discussions, it was pointed out that
allowing an increased “credit’ in this instance would simply have increased the amount of the CIF
or some other charges such as service charge in order to fund such a “credit’. Steve Hartvigsen
suggested that if the issue was to be reconsidered, it could be at a later date after the current
Directors had reviewed all of the pertinent records from that period. Bob Huff made a motion to
deny Mr. Driesens’ request. The motion was seconded by Don Brinks and passed unanimously.

The Board of Directors considered the Interim Water Resource Fee. Carrie Campbell summarized,
for those present, the development of the Water Resource Fee beginning in 2004 with dedication
of water rights and/or cash-in-lieu with further clarification in 2005 and adoption of a Resolution
in November, 2005, that payment would occur at the time of subdivision (plat) or expansion of
use. An interim fee of $7,265 was adopted by the Board of Directors at the February 14, 20086,
regular meeting which prompted comments not so much against the fee itself, but for the Board to
reconsider the assessment at the time of sale of property or building permit in the case of new
subdivisions. She then stated that considering public comment, Board and staff discussions, it was
recommended to assess the Water Resource Fee at the time of any new connection, including new
construction or impact to an existing tap. Mrs. Campbell also suggested that in the interest of
simplifying the District fee structure, the Water Resource Fee could be considered a component of
the Capital Investment Fee. This interim component of $6,343 (revised to reflect monies that may
be collected through a Town or County impact fee) would be assessed until the revised 2040
Capital and Financial Plans were completed. The entire Capital Investment Fee would be
reconsidered at that time and reviewed on an annual basis. Mrs. Campbell suggested that in
consideration of projects and construction plans well underway, a ‘grace’ period be allowed.
Connection permits, with full payment of current fees, submitted by June 1, 2006 where the
connection can be accomplished by November 15, 2006, or the date that the County discontinues
issuance of road cut permits, whichever is earlier could be considered within the ‘grace’ period and
the Water Resource Fee component of the Capital Investment Fee not assessed. Mrs. Campbell
suggested that in the case of commercial or multi-family connections, a reasonable determination
of equivalent units would need to be made based upon planning submittals acceptable to the
District. These planning submittals could be materials submitted to the Town of Pagosa Springs or
Archuleta County for subdivision or conditional use or architectural and site plan review.

Public comment then followed: Art France (this gentleman did not sign the attendance sheet and
his name can not be verified) stated that public notification of consideration of this fee should have
been made through the District billing system and website. Mr. France was informed that local
newspaper coverage of this issue had been consistent for several months; however, he did not think
that was adequate.

Keith Newbold, representing Parelli Natural Horse-Man-Ship, Inc., expressed concern regarding
their pending connection (letter submitted and attached). Mike Church indicated that all of the
main water lines and appurtenances were installed in Phase 11 of Aspen Village, where the Parelli



Natural Horse-Man-Ship, Inc. connection is to be made. Although a Bill of Sale has not been
completed, Mr. Church requested the facilities be conveyed in part, water now in order to allow the
water connection, and wastewater at a later date when those facilities are complete. Carrie
Campbell stated that it is not typical procedure to accept one of the two systems independently
from the other for service to the same area. Further discussion followed on the specific issue of
Aspen Village Phase Il. Following that discussion Bob Huff made a motion to allow the
acceptance, by a Bill of Sale, for the main water lines and appurtenances for Aspen Village Phase
I1 upon verification that all conditions for accepting the water facilities have been met. Mr. Huff
pointed out that although the District did not typically accept the conveyance of one service
separately from the other, it could be allowed in this instance as to not eliminate this project’s
qualification under the ‘grace’ period being discussed. The motion was seconded by Steve
Hartvigsen and passed unanimously.

Mely Whiting thanked the Directors for their consideration of a ‘grace’ period to assist those
already through the planning and financing phase of a building project. Mrs. Whiting also
indicated that a flat fee basis for the Water Resource Fee component of the Capital Investment Fee
would unfairly hinder low-income or affordable housing and that there should be some allowance
to consider modest homes verses very expensive ones. Mrs. Whiting’s comments were echoed by
Debra Brown as she stated that off-site building costs for a modest home can already run almost
$19,000 for driveway and utilities on a quarter acre lot. Carrie Campbell stated that all costs are
going up across the board and that it was unreasonable to expect the District to make complete
concession to affordable housing needs when it is a community-wide issue. Mrs. Campbell
indicated that the Directors had already discussed allowances for low-income housing and the
issue was being researched. Further discussion was held regarding this topic throughout the
meeting and as a result several people present volunteered for an Affordable Housing Committee
to research options and existing criteria for presentation to the Board for consideration.

Several other comments were heard from various members of the public including: further
discussion regarding what would constitute an acceptable planning submittal, issuance of refunds
if a project did not materialize, the exercising of the water model for planning purposes, whether a
single family residence was placing impact on the system as opposed to big developments, whether
the WRF would discourage the creation of a diverse community and small business and the
amount of cost increases for the building sector.

After Chairman Karen Wessels asked if all in attendance had had a chance to speak, Bob Huff
made a motion regarding the WRF as a component of the Water Capital Investment Fee. Mr. Huff
moved to accept the revised interim fee in the amount of $6,343 per equivalent unit and cause the
Rules and Regulations and Schedule of Fees and Charges to be revised accordingly. Mr. Huff
further stated that a ‘grace’ period should be allowed for connection permits to be submitted,
current fees paid in full by June 1, 2006 and furthermore that connections must be completed by
November 15, 2006 or whenever the County discontinued issuance of road-cut permits, whichever
occurred sooner, during which the WRF component would not be assessed. The motion was
seconded by Steve Hartvigsen and passed unanimously.

Carrie Campbell suggested that the draft Capital Investment Fee/Water Resource Fee Basis and
Purpose document be revised to reflect the results of the meeting’s discussion and motions and be



made available to the public. Windsor Chacey so moved and with a second from Steve Hartvigsen
the motion passed unanimously.

Jack Nightingale, Nighbeck, LLC, requested the agenda to be adjusted to hear his request for
consideration of the method of metering Tracts A, B and C within his proposed subdivision “Villas
at Pagosa Lodge”. When the Board had accepted a Main Line Extension Permit from Mr.
Nightingale on February 14, 2006, it had been understood that the three parcels would be master
metered collectively. Mr. Nightingale indicated that each of the townhomes constructed and
proposed for construction on Tract A would be individually owned and as such they should be
individually metered. Mr. Nightingale reported that he will dedicate appropriate easements. A
motion was made by Steve Hartvigsen and seconded by Windsor Chacey to accept this change in
the understanding surrounding this Main Line Extension Permit and that the main lines be
considered for ownership and maintenance by the District, after the two-year warranty period as
long as all appropriate design, construction and documentation procedures are followed according
to the Main Line Extension Checklist. The motion passed with a voice vote of approval.

The Board considered the Design/Build phase of the Hatcher Water Treatment Plant
improvements. Gene Tautges explained that only one design/build team had attended the
mandatory pre-bid meeting for this project. The team of Briliam Engineering and Southwest
Contracting has requested a one-week extension in order to further clarify information necessary
for their bid. Discussion ensued regarding the advantages of extending the additional time period
as to receive the best possible bid and not have the costs come in higher due to uncertainty on the
part of the contractor. Steve Hartvigsen made a motion to allow a one week extension of time for
the bid opening. The motion was seconded by Bob Huff and passed unanimously. Staff requested
authorization to award the bid and sign contract documents if the bid received was appropriate or,
if not, to reject the bid and begin negotiations. This request would enable the process to continue
before the next regular Board meeting and facilitate not losing any more time for construction to
begin. A motion was made by Steve Hartvigsen and seconded by Bob Huff to authorize staff to
act according to the best interests of the District and report at the next regular meeting. The
motion passed by a voice vote of approval.

The Board considered ratification of the award of bid to Calgon Carbon Corporation for the
granulated activated carbon water treatment system contract in the base amount of $254,800. The
Board had been phone polled regarding this contract. A motion was made by Steve Hartvigsen
and seconded by Windsor Chacey to ratify the award of this contract.

The Board considered two Main Line Extension Permits. The first request was from Kenneth
Bajema and G. Diane Orr, representing the Coyote Cove project. Bob Huff questioned whether it
was a possibility that in serving this new development, consideration could be given to improving
water pressure along certain areas of Piedra Road. Staff concurred that it was possible and that
District participation toward improved service to the area should be considered. Bob Huff made a
motion to approve the Main Line Extension Permit. The motion was seconded by Steve
Hartvigsen and passed unanimously.

Another Main Line Extension Permit was considered from Archuleta School District 50 Joint.
Discussion ensued regarding a beneficial loop and easement issues. Mike Davis, Davis



Engineering Services, Inc., indicated that there may not be enough information to determine the
full water infrastructure needed for the School complex at this time. Carrie Campbell stated that
an easement provision should be given now to assure such a loop in the future. All agreed the
actual easement description could be defined later. A motion was made by Bob Huff to approve
this extension pending staff’s satisfaction of adequate easements. The motion was seconded by
Steve Hartvigsen and passed unanimously.

Due to the lateness of the hour, several agenda items were tabled. It was determined that the
consideration of the 2006 Water and Sewer Pipeline Extension contract could be addressed at the
next regular meeting as well as discussion of water fill station alternatives, discussion of the Board
of Directors vacancy after May 2, 2006, Bond Proceeds and Financial Statement reports, and the
lakes committee report.

The Board considered a request for contribution from the Town of Pagosa Springs for the 4™ of
July festivities. Noting that the District had contributed to this event for many years, a motion was
made by Steve Hartvigsen and seconded by Bob Huff to contribute $250 towards this event. The
motion passed by a voice vote of approval.

Also considered was the July, 2006, renewal for health insurance coverage for District employees.
Carrie Campbell noted that the actual increase in cost is 14% which was greater than the 10%
estimate obtained from the Urman Company representatives during budget preparation. The
shortfall compared to budgeted funds is projected to be $5,500. Mrs. Campbell expressed support
for continuation of the existing health insurance benefits and explained that a dramatic change in
the deductible would be a hardship for District employees. Michelle Tressler pointed out on a
graph, attached, that the District has a higher percentage of benefits than three other local agencies;
however, preliminary work towards an update of the Wage and Benefit Survey indicates that
District salaries are lower. Ms. Tressler suggested that no change be made at this point but rather
reconsider the benefit level after the complete Wage and Benefit Survey was complete and if
changes were to be considered, plan accordingly for 2007. A motion was made by Bob Huff and
seconded by Steve Hartvigsen to renew the health insurance coverage currently in effect. The
motion was seconded by Steve Hartvigsen and passed unanimously.

There being no further business to come before the Board, a motion to adjourn was made by
Windsor Chacey and seconded by Don Brinks at 9:40 p.m. The motion passed unanimously.

Respectfully submitted,

Don Brinks
Secretary/Treasurer






PAGOSA AREA WATER AND SANITATION DISTRICT

)

)
ARCHULETA COUNTY ) S.S.
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)

STATE OF COLORADO

NOTICE OF REGULAR MEETING AND CHANGE IN TIME

NOTICE IS HEREBY GIVEN that a Regular Meeting of the Board of Directors of the Pagosa Area Water and
Sanitation District has been scheduled for May 9, 2006. Notice is further provided that the regular meeting
scheduled at 6:30 p.m. has been changed to 5:30 p.m. The Board of Directors will immediately enter into executive
session for the purposes of discussion of negotiation matters related to land acquisition pursuant to Sections 24-6-
402(4)(a) and 24-6-402(4)(e), C.R.S. The Board of Directors is expected to convene to open session at 6:30 p.m.
The meeting will be held at the District’s administrative office located at 100 Lyn Avenue, Pagosa Springs,
Colorado.

Proposed Agenda is as follows:

1.
2.

3.
4.
5. Construction/Projects Update

11.
12.

13.
14.

15.
16.
17.
18.
19.
20.
21.
22.

Sow

Call to Order

Executive Session (Pursuant to Sections 24-6-402(4)(a) and 24-6-402(4)(e), C.R.S. as Described
Above)

Reading and Approval of Minutes

Public Comment

a. Enlargement of Stevens Reservoir
b. Administrative Office Expansion
c. 20-Year Capital Projects Revision
d. 2005 Toilet Rebate Program
e. Staff Reports
Request from Carol Snyder to re-examine the Water Resource/Capital Investment Fee
Consideration of Resolution of Amendment to and Clarifying the Application of the District’s
Capital Investment Fee Assessment to Incorporate a Water Resources Fee
Report on Affordable Housing Committee
Presentation and Request for Dues from Archuleta Economic Development Assn.

. Request for Consideration of Fees

Olin Hazen
Chris Levonius
Request from Todd Shelton for Clarification of Equivalent Units at Rock Ridge Mobile Home Park
Ratify Acceptance of Bid for Design/Build Phase of Hatcher Water Treatment Plant Clearwell/GAC
Expansion Project
Consideration of Water and Sewer Pipeline Extension Bids
Consideration of Main Line Extension Permits
Patrick J. McGavick, dba Parkwood Homes, LLC
Merrion Family, LLP
Clarification in Bill of Sale for Aspen Village Phases Il and IV
Request from Doug and Jeremy Mclnnis for Water Service Line
Request from James Preston for Water Service and Main Water Line Extension
Request from Bryan Sievers for Availability to Tap Fee Consideration
Report on Dry Gulch Water Rights Case
Water Information Program Update
Discussion of Water Fill Station Alternatives
Request from Archuleta County Fair Board for Contribution to County Fair



23. Discussion of Painting Reservoir Hill Water Storage Tank
24. Sewer Flow Meter Purchase
25. Bond Proceeds and Financial Statements Report
26. Consideration of Financial Investments
27. Consideration of Board of Director Vacancy
Oaths of Office
Reorganization of Officers
28. Lakes Committee Report
29. Any Other Business Brought Before the Board Will Be Duly Considered.

By /s/ Carrie S. Campbell
For the Board of Directors

SEAL
PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING
May 9, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by Chairman
Karen Wessels at 5:33 p.m. on Tuesday, May 9, 2006. Other Board members in attendance were Steve
Hartvigsen, Windsor Chacey and Bob Huff. Staff members Carrie Campbell, Gene Tautges, Art
Holloman and Michelle Tressler were present. Robbie and Steve Schwartz, representing the Humane
Society, were also present. Gregg Mayo was present following executive session.

A motion to enter into executive session at 5:34 p.m. for the purposes of discussion of negotiation matters
related to land acquisition and other matters subject to negotiations pursuant to Sections 24-6-402(4)(a),
24-6-402(4)(e), C.R.S. was made by Windsor Chacey. The motion was seconded by Bob Huff and
carried by unanimous vote of approval.

The Board of Directors returned to regular session at 6:05 p.m. and adjourned into a work session.
Chairman Karen Wessels called the meeting to order at 6:34 p.m.

Members from the public were present as indicated on the attached list.

The minutes of the regular meeting held April 11, 2006 were reviewed. Windsor Chacey made a motion
to approve the minutes as presented. The motion was seconded by Steve Hartvigsen and carried
unanimously.

Chairman Karen Wessels asked for public comment. None was offered.

Carrie Campbell reported on the progress regarding the Stevens Reservoir Enlargement. Mrs. Campbell
reported that the title commitment had been ordered for the Hanslip and Goodman properties, and once
received conveyance documents could be executed. She further reported that negotiations with Tom

Smith were progressing. Robbie Schwartz, Director for The Humane Society, had informed the Board
that they are waiting for the updated appraisal and survey information and that they were working



diligently to submit plans to the Archuleta County Planning Commission for a June meeting in
anticipation of constructing facilities at their new location along Cloman Boulevard.

Gregg Mayo reported that the Administrative Office Expansion was nearing completion. The remaining
exterior brick is being applied and touch-up work completed.

Regarding the 2040 capital projects plan, Gene Tautges reported that staff would meet with Steve Harris
on Friday to review the prioritized water capital list and that preliminary plans to bring wastewater from
the Highlands Lagoon area to the Vista plant are being considered. A complete listing for both water and
wastewater capital needs should be complete by the end of the month.

Michelle Tressler reported that the cumulative water savings from the 2004 and 2005 Toilet Rebate
Program was estimated at 1,781,500 gallons. A total of 70 high-volume toilets had been replaced in 45
homes and businesses. She reported that the 2006 program would begin June 1, 2006 with the program
guidelines and application being sent out as an insert in the billing statements at the end of the month.

The Directors reviewed staff reports. Carrie Campbell was asked to elaborate regarding the condition of
Pinon Lake. She indicated that it may have some silt accumulation over the years, but that it was a very
shallow body of water to begin with. As ordered by the Division of Water Resources to Fairfield
Communities, repairs to a new outlet structure at the dam are underway. Construction delays have
occurred, but the lake has been drained and adequate water continues to be pumped from Village Lake to
the northeasterly end of Pinon Lake to irrigate the golf course. Because of the time of year and the fact
that the District will be out of priority in the Dutton Ditch Pipeline, flows into the lower reservoirs will
cease. Water would need to be pumped from the San Juan River to Village Lake to supplement its losses.
Mrs. Campbell stated that she had requested that the Pagosa Springs Valley Golf Course not fill the lake
completely after the repairs are made and to allow it to remain at least three foot below spill level as was
mandated by the Division for the last few years. She will also discuss this with Fairfield Communities.

The Directors commended Gene Tautges for his efforts on the spring issue of the newsletter (copy
attached).

The Directors reviewed a letter from Carol Snyder regarding the Water Resource Fee component of the
Capital Investment Fee. It was the consensus of the Board that the new component of the Capital
Investment Fee had been diligently researched, discussed in open sessions and ample time allowed for
public comment. Staff was directed to prepare a response to Ms. Snyder from the Chairman and to
include the document entitled “Capital Investment Fee/Water Resource Fee Basis and Purpose” for her
review along with the following Resolution.

The Board reviewed the Resolution of Amendment to and Clarifying the Application of the District’s
Capital Investment Fee Assessment to Incorporate a Water Resource Fee (copy attached). Steve
Hartvigsen pointed out a typographical error and made a motion to adopt the resolution, with that
correction, and update the Rules and Regulations accordingly. Windsor Chacey seconded the motion and
it passed unanimously.

Windsor Chacey reported on progress made by the committee toward establishing criteria for affordable
housing deferrals/waivers of certain fees. Mrs. Chacey indicated that the committee had separated the
complex issue into four areas and that substantial progress was being made to coordinate these efforts
with the Town of Pagosa Springs, Archuleta County and other agencies that would be affected.



Bart Mitchell, Archuleta Economic Development Association, was unable to attend the meeting so that
agenda item was tabled.

Olin Hazen addressed the Board. Mr. Hazen wished to appeal Capital Investment Fee charges on the last
of four buildings (Building A) of the Alta Vista development (letter attached). Mr. Hazen had originally
approached the Board regarding this assessment on March 23, 2004. The Board denied his request at that
time and subsequently a lien was filed on June 23, 2004 to protect the District’s interest while allowing
the homeowner’s association to continue to pay current charges and maintain water service. Carrie
Campbell indicated that, according to Mr. Hazen’s request, she had contacted his attorney and it was her
understanding that legal counsel for the District had been in communication with Mr. Hazen’s legal
counsel. Bob Huff indicated that he was not adequately apprised of this situation to make any decision
and that it would be better to wait until the Board was advised by counsel. The other Directors concurred.

Chris Levonius had not yet arrived so the next agenda item addressed was a request from Todd Shelton
for clarification of equivalent units at Rock Ridge Mobile Home Park. Carrie Campbell reported that staff
had met with Todd and Doug Shelton and that the matter had been resolved.

The Board then considered ratification of the bid acceptance for the design/build phase of the Hatcher
Water Treatment Plant GAC/Clearwell Expansion Project. Discussion ensued regarding the estimated
6%% shortfall in budgeted funds for this project as well as additional costs that have been clarified since
the budgeted funds were estimated. An estimated additional amount of $185,000 is needed at this point.
The Directors discussed the possible causes for the increase that included steel prices, fuel costs and the
effect of the hurricanes on building supply demand. The consensus of the Board was that there was no
alternative to proceeding if the project was to be completed by fall to enhance the possibilities for
continued compliance with the stricter drinking water regulations. There was brief discussion of possible
funding sources for the shortfall which was on the agenda for further discussion under financial issues.

Carrie Campbell informed the Directors that there were no bids submitted for the water and sewer
pipeline extension bid opening. Gene Tautges reported that in discussion with legal counsel, the District
would be correct to negotiate with various construction firms on a project by project basis without going
through another formal process. The Directors expressed concern regarding the amount of construction
that was slated for this season and the need to find an acceptable alternative as soon as possible. Gregg
Mayo indicated that he had spoken to several of the contractors who had attended the pre-bid meeting and
found that bonding was a problem for some because of having so much other work under bond, and
generally there was simply too much work for the local contractors. Staff was authorized to find a
qualified contractor and negotiate.

Two Main Line Extension Permits were considered. A request was considered from Patrick McGavick,
Parkwood Homes LLC, for a main line extension to serve Tract 2 of Meadows Ill. Guiseppe Margiotta
was present representing the owner and indicated that this was a residential project with water service
anticipated for 11 equivalent units. Mr. Margiotta further indicated that the owner was also interested in a
possible inclusion into the District for wastewater purposes at a later date. It was reiterated that the Main
Line Extension Permit simply is the first step in a well-defined process that the developer must follow in
order to extend main lines and dedicate them to the District. A motion was made by Windsor Chacey to
approve the permit. Bob Huff seconded the motion and it passed unanimously.



A second Main Line Extension Permit was considered from Merrion Family, LLP, for a main line
extension to serve approximately 86 equivalent units proposed for the 40 acres directly north of Cloman
Industrial Park. It was noted that the current request form was not used and would be completed and
substituted as well as language changed in the description of the main line extensions proposed and
confirmation that 86 equivalent units would be available. Gus Gustafson, representing the developer,
indicated that water model fees and pre-engineering deposits had already been paid. Bob Huff made a
motion to approve the permit with the changes indicated above. The motion was seconded by Steve
Hartvigsen and passed unanimously.

Chris Levonius’s request for consideration of fees was heard. Mr. Levonius’s request (letter attached)
was to have a Capital Investment Fee assessment removed from his account. A connection had been
made for Mr. Levonius’s property located at 1284 Wheeler Place on September 30, 2002. The connection
was affected to facilitate Boy Scout activities and was assessed a Capital Investment Fee based upon the
minimum of 1000 feet. Staff had invoiced Mr. Levonius in December of 2005 for the difference between
the 1000 foot minimum and his actual home square footage based upon his building permit which was
issued in August of 2005. Mr. Levonius stated that since the Resolution Clarifying the Application of
Capital Investment Fee Assessment where it specifically dealt with the 1000 square foot minimum was
not adopted by the Board until July 8, 2003, the additional assessment should not apply to his property.
Carrie Campbell indicated that these adjustments to actual square footage with a credit for the 1000
square foot that was paid at time of assessment had been made to other “irrigation’ taps consistently. Mrs.
Campbell also indicated that the Resolution of July 8, 2003 was to clarify the intent of the original
resolution. Mr. Levonius agreed that the July 8, 2003 resolution did indeed do that; however, he should
not be subject because his connection was done before the resolution. Staff was directed to obtain a legal
opinion of this issue and inform Mr. Levonius of that opinion. If necessary, the Board would consider the
issue again at the next regular meeting.

Carrie Campbell informed the Board that there had been a modification regarding the Bill of Sale for
Aspen Village Phase Il. Upon further research it was determined that both Phase Il and Phase 1V had
completed all of the specifications for acceptance of the main water lines and appurtenances. The Board
had approved acceptance of the water system separately from the wastewater system at the previous
regular meeting and Mrs. Campbell just wanted to apprise the Board of the addition of Phase IV.

A request from Doug and Jeremy Mclnnis for consideration of a long service line to serve lot E4 at 83
Majestic Dr. was discussed (copy attached). Although there is a water main line on Majestic Dr. a steep
slope would make excavation difficult and most likely result in low water pressure. Other unserved lots
along Majestic Dr. could be served in a typical manner because the terrain changes. A long service line
could adequately serve this lot with a connection from Square Top Circle. A motion was made by
Windsor Chacey to allow a long service line to serve lot E4. The motion was seconded by Bob Huff and
passed unanimously.

A request to be able to connect to a District pump station from James W. Preston was considered (copy
attached). Mr. Preston owns approximately 5 acres in Pagosa in the Pines Unit 3, Lot 22. A main line
extension was performed by a developer to serve that area but due to the construction and other necessary
requirements not being followed, the District has never accepted ownership of that line. Due to this
dysfunctional situation, the District has allowed Mr. Preston’s neighbors on both sides, to connect directly
to a District pump station and install a long service line. The only other possibility of providing service
would be a main line extension from the nearest District owned water main. The Directors discussed this
request without resolution and the matter was tabled pending more information.



A request from Brian Sievers for consideration of Availability to Tap Fees was considered (letter
attached). Carrie Campbell informed the Board that she believed the reason that this particular lot had
never been assessed an Availability to Tap Fee nor Availability to Service Charges was that the sewer
and/or water main lines did not extend across the front of this property. The property is located in the
Trails Subdivision where the District has the obligation to install the main lines and has done so as
requests have been made by property owners. Main lines were constructed in 1976 in close proximity to
lots 492/493 and once lines were extended past these lots, the Availability to Tap Fee would be assessed.
After lengthy discussion, the request was tabled for further consideration at the next meeting.

Due to the lateness of the hour, and the amount of issues remaining on the agenda, the Directors agreed
that the meeting would have to be continued. Dates were discussed and May 24, 2006 at 4:30 p.m. was
established for a Special meeting.

It was necessary to address the vacancy on the Board of Directors since the May 2, 2006 election had
been cancelled. Incumbent Karen Wessels was declared elected and the remaining vacancy created by
term limits for Don Brinks needed to be considered. Ballots were available and each Director cast his/her
vote secretly. The Board voted between four candidates, Lee Vorhies, Bill Ralston, Harold Slavinski and
Allan Bunch who had each expressed interest in being appointed to the Board. Ballots were collected and
Chairman Karen Wessles reported that there were three votes for Mr. Slavinski and one vote for Mr.
Ralston. Chairman Wessles extended the Board’s appreciation for all of the candidates and declared Mr.
Slavinski appointed to the Board of Directors.

Michelle Tressler sought authorization to renew a Certificate of Deposit in the principle amount of
$100,000 with Citizens Bank at 5.04% APY. Windsor Chacey made a motion to approve the renewal.
Steve Hartvigsen seconded the motion which passed with a voice vote of approval with Bob Huff
abstaining.

Bond Pricing Books reflecting the final reports for the recent 2006 Revenue Issue were distributed to the
Directors as well as the quarterly consultants report.

Carrie Campbell briefly reviewed the Dry Gulch Water Rights Trial. Mrs. Campbell indicated that she
thought the water trial had gone well and that Judge Greg Lyman had indicated he would rule on the
matter within thirty days.

A motion was made by Windsor Chacey and seconded by Steve Hartvigsen to adjourn the meeting.

Respectfully submitted,

Windsor Chacey
Secretary/Treasurer
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NOTICE OF SPECIAL MEETING

NOTICE IS HEREBY GIVEN that a Special Meeting of the Board of Directors of the Pagosa Area Water and
Sanitation District has been scheduled for Wednesday, May 24, 2006. This Special Meeting will begin at 4:30
p.m., and will be held at the District’s administrative office located at 100 Lyn Avenue, Pagosa Springs, Colorado.

Proposed Agenda is as follows:
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8.

9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

Call to Order
Reading and Approval of Minutes
Public Comment
Consideration of Reorganization of Officers
Construction/Projects Update
a. Enlargement of Stevens Reservoir
b. Administrative Office Expansion
c. 20-Year Capital Projects Revision

. Request for Consideration of Fees

Olin Hazen
Chris Levonius
Consideration of Main Line Extension Permit or Service Line
Mark Zeigler
James Preston
Cindi and Mike Purnell
Consideration of Main Water and Sewer Pipeline Construction and Service Connections
Request from Bryan Sievers for Availability to Tap Fee Consideration
Water Information Program Update
Discussion of Water Fill Station Alternatives
Request from Archuleta County Fair Board for Contribution to County Fair
Discussion of Painting Reservoir Hill Water Storage Tank
Sewer Flow Meter Purchase
Bond Proceeds and Financial Statements Report
Consideration of Financial Investments
Consideration of Proposal from Davis Engineering Service, Inc. for Water Model Improvements
Consideration of Staff Request for Maternity Leave
Lakes Committee Report
Any Other Business Brought Before the Board Will Be Duly Considered.

By /s/ Carrie S. Campbell

For the Board of Directors

SEAL



PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE SPECIAL MEETING
May 24, 2006

The Special Meeting of the Pagosa Area Water and Sanitation District was called to order by Chairman
Karen Wessels at 4:30 p.m. on Wednesday, May 24, 2006. Other Board members in attendance were
Steve Hartvigsen, Harold Slavinski and Bob Huff. Staff members Carrie Campbell, Gene Tautges, Art
Holloman and Michelle Tressler were present.

A motion to enter into executive session at 4:31 p.m. for the purposes of discussion of negotiation matters
related to land acquisition and other matters subject to negotiations pursuant to Sections 24-6-402(4)(a),
24-6-402(4)(e), C.R.S. was made by Bob Huff. The motion was seconded by Steve Hartvigsen and
carried by unanimous vote of approval.

The Board of Directors returned to regular session at 5:50 p.m.
Olin Hazen and Chris Levonius were present for the meeting.

A motion was made by Harold Slavinski to excuse Windsor Chacey who was out of town. The motion
was seconded by Steve Hartvigsen and passed by a voice vote of approval.

The minutes of the regular meeting held May 9, 2006 were reviewed. Karen Wessels suggested the
replacement of the word “case’” with “trial’ in regards to the Dry Gulch trial report on the last page of the
minutes. Steve Hartvigsen made a motion to approve the minutes with that change. The motion was
seconded by Harold Slavinski and carried unanimously.

Chairman Karen Wessels asked for public comment. None was offered.

The Directors considered reorganization of officers considering the vacancy of Don Brinks as
Secretary/Treasurer and the appointment of Harold Slavinski. A motion was made by Steve Hartvigsen to
nominate Windsor Chacey as Secretary/Treasurer. Bob Huff seconded the motion and it passed
unanimously. Karen Wessels agreed to continue in the position of President/Chairman.

The following construction/projects update was offered.

Carrie Campbell reported that closing documents were being prepared for two properties to be acquired
for the Stevens Reservoir Enlargement.

Gene Tautges reported that the brick work was almost complete on the Administrative Office Expansion.

Gene Tautges reported that work continues on the 2040 Capital Projects Plan. Carrie Campbell suggested
holding a workshop for discussion and review of the recommendations as soon as it is complete. Once
the revised 2040 Capital Projects Plan has been reviewed by the Directors, work can proceed toward the
revision of the Financial Plan with Stan Bernstein.



Olin Hazen addressed the Board. Mr. Hazen’s request for consideration of fees had been tabled pending
legal counsel review at the May 9, 2006 regular meeting. Karen Wessels indicated that discussion had
been held with legal counsel, the Board had not yet had the opportunity to review the recommendations
and she indicated that Mr. Hazen’s request would be considered at the June 13, 2006 regular meeting.

Chris Levonius’s request for consideration of fees was considered. This request had also been tabled
from the May 9, 2006 meeting pending legal counsel review. Given the response from counsel (copy
attached), a motion was made by Steve Hartvigsen and seconded by Bob Huff to deny Mr. Levonius’s
request. The motion passed unanimously. Mr. Levonius indicated that he intended to pursue the matter.

Requests for Main Line Extensions were considered. Mark Zeigler’s letter of request (copy attached) for
either a main line extension or a long service line was discussed. Carrie Campbell indicated that the
developer of the Bear Springs Ranch did not provide for a main water line to serve Lot 3 which Mr.
Zeigler purchased. Discussion ensued regarding the possible benefit to the District to require an easement
and main line extension to provide for a future loop to Trujillo Road. After discussion a motion was
made by Harold Slavinski and seconded by Bob Huff to approve a main line extension to serve this lot.
The motion passed unanimously. After the motion, Mr. Zeigler arrived and further discussion was held
regarding the increased cost of engineering and obtaining appropriate easements for a main line extension
versus the cost of installing a long service line. It was the consensus of the Board that Mr. Zeigler could
investigate the various costs and work with staff to determine which direction to take. The Directors
further concurred to provide latitude to staff to determine when long service lines or main line extensions
are in the best interest of the District. Main Line Extension Permits continue to require Board approval.

No action was necessary regarding the request from James Preston for a main line extension.

Cindi and Mike Purnell’s request for consideration of a long service line was considered. Carrie
Campbell indicated that the main water line between Four Mile Road and Snowball Road is scheduled to
be upsized this season so there would be no benefit to the District to require a main line extension rather
than allowing a long service line. A motion was made by Bob Huff to that effect. The motion was
seconded by Steve Hartvigsen and passed unanimously.

The Board considered negotiations with various contractors for the up-coming construction season
pipeline construction as no bids were received for water and sewer pipeline construction. Carrie
Campbell reported that discussions had been held with T.C. Pipeline and Ken Smith, Smithco
Construction. In the essence of time, she requested authorization to continue negotiations and poll the
Board if an agreement could be reached prior to the next regular Board meeting. The Directors
concurred.

Carrie Campbell reported that there had been 59 service connections completed, 149 scheduled and 171
pending. Mrs. Campbell indicated that some of these connection permits may be withdrawn for one
reason or another but that more are expected to be filed prior to the June 1, 2006 ‘grace period” where the
Water Resource Fee component of the Capital Investment Fee will not be assessed. She indicated that not
all of these connections could possibly be made prior to the previously stated November 15, 2006
deadline, or when the County terminates road cut permits, without adding additional staff or sub-
contracting the work. Mrs. Campbell also reported that a request had been made by the Archuleta County
Road and Bridge Department to not consider making more than two connections per day due to staff
limitations. It was noted that many of the property owners indicated they had no plans to build in 2006.
After discussion, a motion was made by Harold Slavinski and seconded by Karen Wessels to allow



connections during 2007 for permits submitted during the ‘grace period’ if scheduling would not allow
connection during 2006. The motion passed unanimously.

The Board considered the request from Bryan Sievers for Availability to Tap Fee consideration. Mr.
Sievers’ request had been tabled after lengthy discussion at the May 9, 2006 regular meeting. After
further discussion, a motion was made by Bob Huff to direct staff to estimate the cost to extend the main
sewer line to the corner of Mr. Sievers’ property and install a fire hydrant on the water line adjacent to his
property, notify him of that estimate and require the estimated Availability to Tap Fee be deposited with
the District prior to scheduling construction. The motion was seconded by Steve Hartvigsen and passed
unanimously.

Carrie Campbell updated the Directors regarding the Water Information Program. Mrs. Campbell
indicated that since the Southwestern Water Conservation District had hired Martha Gowin, on behalf of
the WIP, she had been extensively involved with the Durango Water Festival and the Water 101 Seminar
both of which had taken a great deal of time. Other efforts made which more specifically relate to the
District have included a presentation to the Lodgers Association regarding the Project Planet water
conservation material and participation in the Home Show. Ms. Gowin is currently assisting in
development of the 2006 advertising campaign. A meeting is scheduled in 2 weeks which will help to
determine the amount of time commitment the District can anticipate in the upcoming months.

The Directors considered alternative equipment for the water fill stations. Art Holloman indicated that it
was his preference to move toward the machinery that would accept dollar bills rather than machinery
with the additional capacity to accept pre-paid debit cards. Estimated cost for the two systems range from
$3,200 for the machine that accepts bills to $7,000 for the additional functionality of pre-paid debit cards.
After discussion a motion was made by Bob Huff and seconded by Harold Slavinski to take steps to
procure and install the equipment accepting bills. The motion passed unanimously.

A request for contribution to the Archuleta County Fair Board was considered (copy attached). A motion
was made by Steve Hartvigsen and seconded by Bob Huff to contribute $100 toward this community
event. The motion passed unanimously.

The Reservoir Hill water tank is scheduled for maintenance and painting in 2006. The matter of if the art
work on the tank should be replaced was considered. Carrie Campbell had not found any particular
interest from the Town of Pagosa Springs regarding soliciting a similar decorative replacement. A motion
was made by Bob Huff and seconded by Steve Hartvigsen to paint the tank with the standard green color.
The motion passed with a voice vote of approval.

Gene Tautges presented the need for several additional expenditures not budgeted for 2006, among them
the need to purchase 7 sewer flow meters. These meters are necessary to monitor overall infiltration and
inflow and assist in its reduction. Adequate funds exist for these purchases.

Regarding the Hatcher GAC/Clearwell project, the cost to add ultraviolet disinfection (UV) had been
determined to be approximately $200,000. Provisions had been made for the future installation of UV in
the original design/build concept; however, incorporating this disinfection method at this time would help
improve the water quality at this facility and reduce the TTHA/HAAJS potential by enabling less chlorine
to be used. A motion was made by Steve Hartvigsen to allow for a change order to the existing contract
for the addition of UV disinfection. The motion was seconded by Bob Huff and passed unanimously.



Mr. Tautges also reported discussions with engineering consultants regarding a raw water break-tank for
the inlet to the San Juan Water Treatment Plant. This tank would allow air to be released from the raw
water, reduce turbidity and allow raw water to be pumped into the treatment plant at a more constant rate.
It was determined that proposals for preliminary engineering to bring this concept to a 30% design/build
stage should be sought from both Davis Engineering Services, Inc., and Briliam Engineering.

Finally, Mr. Tautges indicated that the proposal obtained from Briliam Engineering late in 2005 for
assistance with water quality assessment, sample scheduling and compliance issues had dramatically
changed scope. Due to additional work performed by Dave Langsfeld toward plant optimization and
chemical selection it is estimated that an additional $14,560 will be needed for the remainder of 2006.
Updated cost estimates are being obtained from both Briliam Engineering and Mr. Langsfeld who has
now established a separate consulting firm.

Michelle Tressler asked if there were any questions regarding the summary of 2005 income and expenses
and budget variances. This item had been noticed since the April 11, 2006 regular meeting but not yet
discussed due to tine constraints (copy attached). The Directors had no particular questions regarding the
2005 summary so discussion continued regarding current cash flow and investment selections. Ms.
Tressler indicated that until recently there had not been an economic advantage to investing in other than
short term and liquid investments. The Directors reviewed a schedule of cash accounts and investments
(copy attached) and determined that due to the amount of cash liquidity and the improvement in the
longer-term return available it would be appropriate to place some funds for a longer term. It was the
consensus of the Board to authorize Ms. Tressler to do so and present a report at the June 13, 2006 regular
meeting. Also discussed were possible sources of funding for the anticipated shortfall for the Hatcher
GACI/Clearwell project as well as the UV disinfection change order.

The proposal from Davis Engineering Services, Inc. for continued work on the water model was
considered (copy attached). The Directors discussed the option of having some field work performed by
District employees or by DES. Although availability of staff at this time is of concern, it was determined
that it would be important for certain staff to have a complete understanding of the data loggers and their
locations but that it would be prudent to have DES staff perform the majority of the work. Harold
Slavinski made a motion to approve the proposed estimate of $16,000 - $20,500. The motion was
seconded by Steve Hartvigsen and passed unanimously.

The Board considered a request for maternity leave from Lisa Dermody. A motion was made by Bob
Huff and seconded by Steve Hartvigsen to approve up to three months paid maternity leave. The motion
passed unanimously.

A request for an additional equivalent unit for parcel 3A, Eagle Peak Ranches was considered under other
business. Carrie Campbell reminded the Board of the history of this inclusion. The developer had
originally requested 12 equivalent units and represented that the property would remain in large parcels.
The property continued to be subdivided into smaller parcels but since they were still larger than 35 acres
each there was no oversight or involvement with the Archuleta County Planning Commission. In 1998 an
additional 12 equivalent units were allowed essentially doubling the amount of the original inclusion;
however, there continues to be parcels created that do not have an equivalent unit. The position of the
Board has been that additional equivalent units and inclusion of new properties into the District
boundaries would not be considered until both the Dutton Ditch Pipeline and the Stevens Reservoir
Enlargement projects were substantially complete. A motion was made by Steve Hartvigsen to deny the
request. The motion was seconded by Bob Huff and passed unanimously.



A letter (copy attached) was reviewed from Pam Morrow. A response will be sent to Mrs. Morrow.

Carrie Campbell indicated that some water was being held in Stevens Reservoir in anticipation of
supplementing water in Pinon Lake after work is completed on the dam. Mrs. Campbell reiterated that
she has requested that the Pagosa Springs Valley Golf Club and Fairfield not fill the lake completely but
rather leave it 3 foot below spill level as was mandated by the Division of Water Resources for the last
few years. Fairfield representatives offered to only transfer enough water needed to sustain the irrigation
systems, essentially keeping Pinon Lake drained until the District is in priority with its Dutton Ditch water
rights and reservoirs are full.

A joint meeting with the San Juan Water Conservancy District was discussed and tentatively set for July
18, 2006.

There being no further business to come before the Board, a motion to adjourn was made at 8:40 p.m. by
Steve Hartvigsen and seconded by Harold Slavinski. The motion passed.

Respectfully submitted,

Windsor Chacey
Secretary/Treasurer
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STATE OF COLORADO

NOTICE OF WORK SESSION AND REGULAR MEETING AND CHANGE IN TIME

NOTICE IS HEREBY GIVEN that a Work Session and Regular Meeting of the Board of Directors of the
Pagosa Area Water and Sanitation District have been scheduled for Tuesday, June 13, 2006. The Work
Session is scheduled at 5:30 p.m., and Notice is further provided that the Regular Meeting scheduled at 6:30
p.m. has been changed to 6:00 p.m., at which time the Board of Directors will immediately enter into
executive session for the purposes of discussion of negotiation matters related to land acquisition and other
matters subject to negotiation, pursuant to Sections 24-6-402(4)(a) and 24-6-402(4)(e), C.R.S. The Board of
Directors is expected to convene to open session at 6:30 p.m. The meeting will be held at the District’s

administrative office located at 100 Lyn Avenue, Pagosa Springs, Colorado.

Proposed Agenda is as follows:
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10.
11.
12.
13.

14.
15.
16.
17.
18.
19.

Work Session — General Discussion
Call to Order
Executive Session — Pursuant to Sections as Described Above
Reading and Approval of Minutes
Public Comment
Construction/Projects Update
a. Enlargement of Stevens Reservoir
b. Administrative Office Expansion
c. 20-Year Capital Projects Revision
d. Hatcher Water Treatment Plant Improvements
e. Staff Reports

. Request for Consideration of Fees

Olin Hazen
Bart Mitchell — Archuleta Economic Development Association Presentation and
Consideration of Dues
Consideration of Main Line Extension Permit
Steve Graham — Town of Pagosa Springs, Blocks 11,12,13, 16, and 17
Kirby Horrell — Horrell Subdivision, U.S. Highway 84
Robert and Leslie Kern — Pfeiffer Park Meadows Subdivision
Jim Goodenberger — Lots 7, 10, and 11, Valley View Subdivision
Consideration of Main Water and Sewer Pipeline Construction Contractor
Discussion of Service Connections
Request from Morgan Thompson for Consideration of Fees

Request from Ronald and Lucille Nieweg for Site Improvements Adjacent to Hatcher Water

Treatment Plant
Water Information Program Update/Water Conservation Efforts
Consideration of District Bylaws
Consideration of Revisions to District Rules and Regulations

Consideration of Second Amendment to PAWSD/Town of Pagosa Springs Irrigation Agreement

Discussion of Financial Investments
Discussion of Affordable Housing Criteria



20. Lakes Committee Report
21. Any Other Business Brought Before the Board Will Be Duly Considered.

By /s/ Carrie S. Campbell
For the Board of Directors

SEAL
PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING
June 13, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Chairman Karen Wessels at 6:04 p.m. on Tuesday, June 13, 2006. Other Board members in
attendance were Steve Hartvigsen, Harold Slavinski, Bob Huff and Windsor Chacey. Staff
members Carrie Campbell, Gene Tautges, Art Holloman and Michelle Tressler were present.

A motion to enter into executive session at 6:05 p.m. for the purposes of discussion of negotiation
matters related to land acquisition and other matters subject to negotiations pursuant to Sections 24-
6-402(4)(a), 24-6-402(4)(e), C.R.S. was made by Harold Slavinski. The motion was seconded by
Steve Hartvigsen and carried by unanimous vote of approval.

The Board of Directors returned to regular session at 6:30 p.m.
Members of the public were present for the meeting as indicated on the attached list.

The minutes of the special meeting held May 24, 2006 were reviewed. Harold Slavinski made a
motion to approve the minutes as presented. The motion was seconded by Bob Huff and carried
unanimously.

Chairman Karen Wessels asked for public comment. None was offered.
The following construction/projects update was offered.

Carrie Campbell reviewed a letter prepared by Evan Ela, Collins Cockrel & Cole (copy attached), to
the County Attorney, Teresa Williams. Mr. Ela’s letter codified the District’s position that the
District could acquire parcels less than 35 acres without subdividing the acquisition. Several of the
parcels required for the enlargement of Stevens Reservoir will fit within this category. There had
been discussions regarding this position previously but no written acknowledgement had been
received from the County. Mrs. Campbell indicated that considering the changes in staff at the
County and the pending closing of the Goodman/Hanslip properties, it was prudent to be on record
with this position.

Gene Tautges reported that the Expansion of the Administrative Building was almost complete and
that arrangements were being made for exterior clean-up and landscaping.












the By-Laws as presented. Harold Slavinski seconded the motion and it passed with a voice vote of
approval.

Revisions to the District Rules and Regulations will be available for the July meeting.

Gene Tautges presented the Second Amendment to Agreement with the Town of Pagosa Springs
(copy attached). This amendment was necessary due to time constraints within the agreement. A
motion was made by Bob Huff to approve the amendment and authorize the Chairman and
Secretary to sign the document with minor typographical corrections. Harold Slavinski seconded
the motion and it passed unanimously.

Michelle Tressler reviewed a report (copy attached) of various financial investments that had
matured and been reinvested.

Windsor Chacey reported upon the progress being made by the Affordable Housing Committee
toward recommendations to the Board for qualification and general guidelines for the program.

Windsor Chacey also distributed an informative brochure about the Stollsteimer Watershed Area
and another article regarding the effect of dust on snowmelt.

Under other business, Carrie Campbell recommended a $400 bonus for Christina Velarde for
extraordinary efforts during the Water Resource Fee “‘grace period’. Mrs. Campbell indicated that
the entire staff was to be commended as well. A motion was made by Harold Slavinski and
seconded by Bob Huff to approve this bonus. The motion carried.

There being no further business to come before the Board, a motion was made by Bob Huff to
adjourn at 9:10 p.m. The motion was seconded by Steve Hartvigsen and passed unanimously.

Respectfully submitted,

Windsor Chacey
Secretary/Treasurer






PAGOSA AREA WATER AND SANITATION DISTRICT

)
ARCHULETA COUNTY ) S.S.
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STATE OF COLORADO

NOTICE OF WORK SESSION AND REGULAR MEETING AND CHANGE IN TIME

NOTICE IS HEREBY GIVEN that a Work Session and Regular Meeting of the Board of Directors of the
Pagosa Area Water and Sanitation District have been scheduled for Tuesday, July 11, 2006. The Work
Session is scheduled at 5:30 p.m., and Notice is further provided that the Regular Meeting scheduled at 6:30
p.m. has been changed to 6:00 p.m., at which time the Board of Directors will enter into executive session for
the purposes of discussion of negotiation matters related to land acquisition and other matters subject to
negotiation, pursuant to Sections 24-6-402(4)(a) and 24-6-402(4)(e), C.R.S. The Board of Directors is
expected to convene to open session at 6:30 p.m. The meeting will be held at the District’s administrative
office located at 100 Lyn Avenue, Pagosa Springs, Colorado.

Proposed Agenda is as follows:

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
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Work Session — General Discussion
Call to Order
Executive Session — Pursuant to Sections as Described Above
Reading and Approval of Minutes
Public Comment
Presentation of 2005 Audit by Karla Clark - Clark, White, and Associates, Inc.
Construction/Projects Update
a. Enlargement of Stevens Reservoir
Conservation Easements
b. Administrative Office Expansion
c. Hatcher Water Treatment Plant Improvements
Water Consumption
d. Staff Reports

. Ratification of Approval of Pollution and Siltation Prevention Agreement with the Reserve at Pagosa

Request from Morgan Thompson for Consideration of Fees

Consideration of Request from Don Bartlett Regarding Water Pressure
Consideration of Revisions to District Rules and Regulations

Water Information Program Update

Consideration of Proposal from Denise Rue-Pastin for Water Conservation Projects
Consideration of Proposals for San Juan Water Treatment Plant Break Tank
Discussion on Firm Water Supply Yields

Consideration of Request from Ken and Nancy Knight for Water Service Charges
Consideration of Request from Heather and Kyle Meredith for Capital Investment Fee
Consideration of Cost Participation from New Developments

Consideration of Request for Contribution from Humane Society of Pagosa Springs
Consideration of Request for Contribution from United Way

Report on Financial Investments

Lakes Committee Report

Any Other Business Brought Before the Board Will Be Duly Considered.



By /s/ Carrie S. Campbell
For the Board of Directors

PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING
July 11, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Chairman Karen Wessels at 6:00 p.m. on Tuesday, July 11, 2006. Other Board members in
attendance were Steve Hartvigsen, Harold Slavinski, and Windsor Chacey. Staff members Carrie
Campbell, Gene Tautges, Art Holloman and Michelle Tressler were present.

A motion to enter into executive session at 6:01 p.m. for the purposes of discussion of negotiation
matters related to land acquisition and other matters subject to negotiations pursuant to Sections 24-
6-402(4)(a) and 24-6-402(4)(e), C.R.S. was made by Harold Slavinski. The motion was seconded
by Steve Hartvigsen and carried by unanimous vote of approval.

The Board of Directors returned to regular session at 6:19 p.m. and adjourned into a work session.
Chairman Karen Wessels called the meeting to order at 6:30 p.m.
Members of the public were present for the meeting as indicated on the attached list.

The minutes of the regular meeting held June 13, 2006 were reviewed. Harold Slavinski made a
motion to approve the minutes with corrections as noted. The motion was seconded by Windsor
Chacey and carried unanimously.

Harold Slavinski made a motion to excuse Bob Huff due to illness. The motion was seconded by
Windsor Chacey and passed unanimously.

Chairman Karen Wessels asked for public comment. None was offered.

Karla Clark, Clark White and Associates, Inc., presented the 2005 audit (copy attached). Mrs. Clark
reviewed her responsibilities to the Board in performing the audit as outlined in her engagement
letter dated January 6, 2006. Mrs. Clark indicated that no new accounting policies were adopted
during 2005 and that her firm had noted no significant or unusual transactions for which there was a
lack of authoritative guidance. Mrs. Clark further noted, as stated in the independent auditor’s
report, that the financial statements present fairly, in all material respects, the financial position of
the governmental activities, the business-type activities, and each major fund of the District as of
December 31, 2005 and that they are in conformity with accounting principles generally accepted in
the United States. Since there were no significant issues to indicate otherwise, Mrs. Clark reported
that she was able to issue an “unqualified opinion” upon the audited statements which represents the
highest degree of assurance that an auditor is authorized to present. Mrs. Clark reviewed the
financial statements with the Directors and indicated that the District was in a stable financial
condition. It was a recommendation from Mrs. Clark that the District consider planning for fixed



asset depreciation software. She indicated that while her firm can provide this service through tax
preparation software, the District would be better served with more detailed information regarding
fixed assets. Mrs. Clark also emphasized the importance of off-site backup of electronic
information. Carrie Campbell noted that the District had an off-site backup procedure in place. A
motion was made by Windsor Chacey and seconded by Harold Slavinski to accept the 2005 audit as
presented. The motion passed unanimously.

The following construction/project update was offered:

Regarding the enlargement of Stevens Reservoir, Carrie Campbell reported that after receiving
notice from the Southwest Land Alliance of the costs associated with the conservation easements,
she made another plea to the U.S. Army Corps of Engineers requesting the District, rather than the
SWLA, oversee the easements necessary for protecting the wetlands. She noted that language
specified by the Corps was already provided for in the proposed Easement Deed and Agreement
between the District and the property owners. By doing so, it would eliminate some duplicity
between the District and SWLA and provide for substantial cost savings. The Corps granted the
request with the stipulations that it be a specific job description item for a District employee. Ms.
Campbell suggested that the Directors consider reasonable compensation for efforts by SWLA to
off-set their time commitment and any expenses that they have incurred related to these easements.
The Directors concurred that payment should be made upon the presentation of a reasonable
invoice. Also regarding the Enlargement of Stevens Reservoir, Mrs. Campbell reported that Mike
Davis, Davis Engineering Services, Inc., would soon travel to Denver to utilize the computer
modeling software recently made available by the State Engineer’s office. The District will be the
first entity to utilize this software to calculate the maximum precipitation events on the proposed
dam and spillway. It is thought that this new method of calculations may result in substantial cost
reductions for the construction of these portions of the project. Finally, Ms. Campbell reported that
closing is anticipated shortly on two parcels of property needed for the enlargement and that,
despite requests for a status report, she had not received a response regarding the Humane Society
parcel.

The expansion of the Administrative offices is complete except for a few minor punch list items.
Final request for payment is anticipated soon and will be issued after the appropriate publication
period.

The Hatcher Water Treatment Plant GAC/Clearwell project is progressing. Gene Tautges provided
pictures of the form and concrete phase and indicated that the project is running about one-week
behind schedule. Mr. Tautges reminded Directors that approval to expedite the ultraviolet
disinfection for this facility had been received at the May regular meeting. More accurate figures
were now available and a change order in the amount of $176,950 had been received. The change
order amount does not include SCADA programming and control and Mr. Tautges estimated that to
be $4,000-$5,000 which brings the cost of this additional treatment system to approximately
$20,000 less than originally estimated.

Carrie Campbell reported that primarily due to recent rains, water demand was substantially
reduced, and the Hatcher Water Treatment Plant did not have to be utilized although this facility
continues to be held on a stand-by ready-to-operate status pending upcoming demand and weather



patterns. The District was also back in priority on the Dutton Ditch for a short period due to the
ranchers with senior rights shutting off their irrigation ditches.

Staff reports were reviewed. Discussion regarding progress to complete the Dutton Ditch Pipeline
Enclosure project included delays on the installation of strain gauges and final grading and seeding
due to rain.

The Directors considered the ratification of the Pollution and Siltation Prevention Agreement with
the Reserve at Pagosa Peak (copy attached). In the essence of time, Directors had been polled
regarding this agreement. Discussion ensued regarding the percentages of design capacity used to
determine when maintenance would be required. Gene Tautges pointed out that the system had
been in operation for two years and that there were no known problems; however, he also pointed
out that the agreement could be amended if conditions warrant. A motion was made by Harold
Slavinski and seconded by Windsor Chacey to ratify the agreement. The motion passed with a
voice vote of approval.

The Directors considered the request from Morgan Thompson for consideration of fees which had
been tabled from the last regular meeting. After review of legal counsel’s opinion regarding
statutory limitations imposed upon various accumulated delinquency charges or penalties, a motion
was made by Harold Slavinski to grant relief in the amount of $2,275.51. Steve Hartvigsen
seconded the motion and it passed unanimously. Since these charges had been certified to the
County Treasurer for collection with property tax, Mr. Thompson would be required to pay the full
amount due to the County Treasurer and in turn, upon receipt of the funds, the District would refund
$2,275.51 to Mr. Thompson.

Don Bartlett addressed the Board (letter attached). Lack of water pressure and flow at Mr. and Mrs.
Bartlett’s residence on 108 Cameo Court had been discussed at various meetings, and most recently
during the December regular meeting, and the Board had authorized a booster pump be purchased
and provided to the Bartlett’s with installation, maintenance and replacement being their
responsibility, to which Mr. and Mrs. Bartlett did not agree to. Mr. Bartlett indicated that when
they first built their home in 1992, they were served from North Pagosa Boulevard and had
adequate pressure and flow. Since that time, service to this area had been changed. Discussion
ensued regarding other methods thought to improve the level of service on Cameo Court that were
originally presented at the December meeting with an additional estimated cost of between $25,000
and $30,000. After discussion, a motion was made by Harold Slavinski and seconded by Windsor
Chacey to direct staff to pursue possible sources of funding and solicit a qualified contractor to
accomplish these improvements. The motion passed by a voice vote of approval.

Discussion regarding the revisions to the Rules and Regulations was tabled until the next regular
meeting.

Carrie Campbell reported that the nature of the proposal anticipated from Denise Rue-Pastin for
supplemental water conservation efforts had changed during the past week. Martha Gowin was no
longer with the Southwestern Water Conservation District’s Water Information Program. Mrs.
Rue-Pastin was hence offered and accepted the position and addressed the Board as the new Circuit
Rider for the Water Information Program. Mrs. Rue-Pastin presented a list of priorities, developed



with staff, and welcomed other thoughts from the Board. She also assured the Board that 15-20
hours per week would be dedicated between the District’s and the San Juan Water Conservancy
District’s needs.

Patrick O’Brien, Briliam Engineering, addressed the Board. Mr. O’Brien presented a proposal in
the amount of $14,288 to complete a preliminary engineering report on the San Juan break tank
project. This project would allow for the release of air, therefore increasing the efficiency of the
clarifiers and the filters. Mr. O’Brien’s proposed fee would accomplish the preliminary design to a
30% stage to allow for construction estimates to be obtained based upon a design-build concept. A
motion was made by Steve Hartvigsen and seconded by Harold Slavinski to authorize this
preliminary engineering. The motion passed unanimously.

Carrie Campbell reported the results of a review of the growth impact regarding three main line
extension permits as requested by the Board at the last meeting. Steve Harris, Harris Water
Engineering, Inc., recommended approval of the permits for Steve Graham (Town of Pagosa
Springs, Blocks 11, 12, 13, 16, and 17), Kirby Horrell (Horrell Subdivision, U.S. Highway 84), and
Robert and Leslie Kern (Pfeiffer Park Meadows Subdivision). Mr. Harris will present his findings
regarding this issue and the firm water supply yields in detail at a joint meeting with the PAWSD
Board and the San Juan Water Conservancy Board on July 17, 2006, but basically recommended
approval of the three permits. Windsor Chacey made a motion to approve these main line extension
permits. The motion was seconded by Steve Hartvigsen and passed unanimously.

A letter of request from Ken & Nancy Knight was considered (copy attached). Mr. and Mrs. Knight
had experienced vandalism at their home resulting in a loss of water. This request was coming
before the Board in that it does not fit within the parameters established for staff to grant the “leak
rate.” Carrie Campbell suggested that since this customer has historically somewhat high usage,
that consideration be given for the difference between historical and actual usage during the period
of the vandalism incident of 21,000 gallons. A motion was made by Harold Slavinski and seconded
by Steve Hartvigsen to grant the “leak rate” for 21,000 gallons. The motion passed by a voice vote
of approval with Karen Wessels abstaining due to a client relationship with the Knights.

A letter of request from Heather and Kyle Meredith was considered (copy attached). Mr. and Mrs.
Meredith requested that the Water Resource Fee component of the Capital Investment Fee be
waived for their connection because they were not aware of the “grace period” and did not come in
to pay their connection charges until June 16, 2006. Discussion ensued regarding the reliability of
the District’s out-sourced statement processor who was retained to insert the newsletter where the
details of the requirements of the “grace period” were published and sent to all District customers’
address of record. It was noted that in addition to the newsletter, there had been numerous articles
in the local newspaper, reports of public meetings on the radio and that information had been
published on the District website. Steve Hartvigsen noted that the District had an obligation to treat
all customers fairly and equally and he made a motion to deny the Meredith’s request. The motion
was seconded by Harold Slavinski and passed unanimously with Karen Wessels abstaining due to a
client relationship with the Merediths.

The Board considered cost participation by new developments. Gene Tautges indicated that further
discussion of this topic was scheduled for the workshop on 8/2/06; however, staff was currently in



need of direction regarding a particular development. The Aspen Village development’s impact on
the water and wastewater system was originally modeled in June of 2004. Since that time there
have been numerous refinements made to the models and the results of modeling at this time would
not necessarily produce the same results. The wastewater system for the final phase is nearing
completion and the developer is anxious to determine the monetary contribution that he must make
to future wastewater system improvements. Mr. Tautges wanted the Directors to be aware and be
assured that the monetary contribution should be based upon the 2004 model. The Directors
concurred.

A request for contribution was considered from the Humane Society of Pagosa Springs and the
United Way of Southwest Colorado. Carrie Campbell indicated that the District had contributed to
the United Way efforts for a number of years. Discussion ensued regarding guidelines as to which
entities should appropriately be considered for contributions. The Directors concurred that a clear
benefit to the community should be displayed in order for them to consider a contribution. A
motion was made by Harold Slavinski to contribute $250 to both the Humane Society and United
Way. The motion was seconded by Windsor Chacey and passed unanimously.

Michelle Tressler reported that a Certificate of Deposit had been renewed with the Bank of San
Juans in the amount of $260,043.86 for a one year period at 5.40%. Ms. Tressler indicated that
these funds belonged to the Wastewater Enterprise Fund and represented some of the remaining
bond funds for the Highlands Lagoon Improvements. Bank of the San Juans had offered the highest
rate available among the local banks.

Gene Tautges and Windsor Chacey reported that the Stollsteimer Watershed Master Plan is
anticipated to be released soon.

The Directors reviewed a letter submitted by Pam Morrow. Staff was directed to prepare a response
in conjunction with the Chairman.

Connections, as of this date, were reported as 129 completed with 174 scheduled for completion this
season. Staff has been able to accomplish as many as three or four a day when they are not
complicated and do not require a road cut.

There being no further business to come before the Board, a motion to adjourn at 8:50 p.m. was
made by Steve Hartvigsen and seconded by Harold Slavinski. The motion passed unanimously.

Respectfully submitted,

Windsor Chacey
Secretary/Treasurer






PAGOSA AREA WATER AND SANITATION DISTRICT

)

)
ARCHULETA COUNTY ) S.S.
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STATE OF COLORADO

NOTICE OF WORK SESSION AND REGULAR MEETING AND CHANGE IN TIME

NOTICE IS HEREBY GIVEN that a Work Session and Regular Meeting of the Board of Directors of the
Pagosa Area Water and Sanitation District have been scheduled for Tuesday, August 8, 2006. The Work
Session is scheduled at 5:30 p.m., and Notice is further provided that the Regular Meeting scheduled at 6:30
p.m. has been changed to 6:00 p.m., at which time the Board of Directors will enter into executive session for
the purposes of discussion of negotiation matters related to land acquisition and other matters subject to
negotiation, and personnel matters pursuant to Sections 24-6-402(4)(a), 24-6-402(4)(e), and 24-6-402(4)(f),
C.R.S. The Board of Directors is expected to convene to open session at 6:30 p.m. The meeting will be held
at the District’s administrative office located at 100 Lyn Avenue, Pagosa Springs, Colorado.

Proposed Agenda is as follows:

oaprLNE

7.
8.

9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.

22.
23.
24.

Work Session — General Discussion
Call to Order
Executive Session — Pursuant to Sections as Described Above
Reading and Approval of Minutes
Public Comment
Construction/Projects Update
a. Enlargement of Stevens Reservoir
b. Hatcher Water Treatment Plant Improvements
c. Staff Reports
Consideration of Adjustment to Water Service Charges from Koch Family Enterprise, LP
Consideration of Request for Water Main Line Extension Permit from Tracy Reynolds
Highland Springs Subdivision
Consideration of Request from Vicki Schmidt for Connection Fee
Consideration of Request from Theresa Lussi for Reimbursement for Excavation Costs
Consideration of Request from Gary and Carol Dillard for Wastewater Inclusion
Consideration of Proposal from Drew Financial, LLC
Consideration of Intergovernmental Agreement with Pagosa Fire Protection District
Consideration of Revisions to District Rules and Regulations
Discussion of Revised 20-Year Water and Wastewater Capital Projects
Consideration of Employment Benefits and Salary Comparison Study
Consideration of Salary Adjustments
Consideration of Financial Participation in Cloud Seeding Program
Discussion on Credit Card Payment Processing
Discussion on Year-Round Meter Reading
Consideration of Replacement of 1983 Dozer, Lease-Purchase Agreement with Wells
Fargo Brokerage
Financial Statements
Lakes Committee Report
Any Other Business Brought Before the Board Will Be Duly Considered.

By /s/ Carrie S. Campbell




For the Board of Directors

SEAL
PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING
August 8, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Chairman Karen Wessels at 6:00 p.m. on Tuesday, August 8, 2006. Other Board members in
attendance were Steve Hartvigsen, Harold Slavinski, Bob Huff and Windsor Chacey. Staff

members Carrie Campbell, Gene Tautges, Art Holloman and Michelle Tressler were present.

A motion to enter into executive session at 6:01 p.m. for the purposes of discussion of negotiation
matters related to land acquisition and other matters subject to negotiations pursuant to Sections 24-
6-402(4)(a), 24-6-402(4)(e), and 24-6-402(4)(f) C.R.S. was made by Steve Hartvigsen. The motion
was seconded by Harold Slavinski and carried by unanimous vote of approval.

The Board of Directors returned to regular session at 6:40 p.m.
Members of the public were present for the meeting as indicated on the attached list.

The minutes of the regular meeting held July 11, 2006 were reviewed. Harold Slavinski made a
motion to approve the minutes as presented. The motion was seconded by Steve Hartvigsen and
carried unanimously.

The minutes of the Special Meeting held jointly with the San Juan Water Conservancy District
Board were reviewed. Harold Slavinski made a motion to accept the minutes as presented. The
motion was seconded by Bob Huff and passed unanimously.

Chairman Karen Wessels asked for public comment. None was offered.
The following construction/projects update was offered.

Regarding the enlargement of Stevens Reservoir, Carrie Campbell reported that she had met with
Robbie Schwartz, representing the Humane Society, and the Directors authorized Ms. Campbell to
continue negotiations as discussed during executive session. Ms. Campbell also reported that new
computer software to calculate the maximum precipitation events is available and can be performed
in Durango rather than Denver as originally thought. A considerable cost savings could be gained
on the dam and spillway construction costs, although it does cause a delay in obtaining State
approval for the project. Mike Davis, Davis Engineering Services, Inc. hopes to have this arranged
within two weeks. Ms. Campbell noted that the purchase of the Goodman property had closed and
she anticipated the Hanslip property to follow within a few weeks.

The Hatcher Water Treatment Plant GAC/Clearwell project is progressing. Gene Tautges updated
the Directors regarding the need to upgrade the electrical service for the improved facility as well as



the need to increase the size of the generator. It may be possible to utilize the existing generator at
the Highlands Lagoon facility and purchase another larger one for the Hatcher Water Treatment
Plant that would be sufficient to power the facility when necessary.

Staff reports were reviewed. It was noted that the Trails water fill station has been upgraded with
the new equipment that will accept dollar bills and has been working very well. The Museum fill
station upgrade will be installed as soon as possible.

Chairman Karen Wessels suggested a change to the agenda to accommodate Joe Drew, Drew
Financial LLC. Mr. Drew addressed the Board with a brief history of his 22 years experience on
both sides of the funds management cycle, issuing debt and investing government funds. Mr. Drew
presented the Directors with a proposal (copy attached) to assist the District in developing a
Government Finance Officers Association modeled investment policy as well as assistance toward
selecting a third party investment manager should it prove cost effective to do so based upon the
amount of investment funds. An investment policy would aid staff or an investment manager in
managing District funds in a manner that not only followed statutory requirements for investment of
public funds but also reflected the investment philosophy of the Board. Mr. Drew suggested that
two or more qualified investment managers could be considered in order to receive the most
competitive rates for their services. He indicated that it was possible to have the benefit of a
professional money manager and not pay any more fees than if the comparable amount of money
was held in Colotrust. Mr. Drew also touched upon his experience in providing project finance
assistance for water and wastewater projects in Colorado. After discussion a motion was made by
Harold Slavinski to authorize staff to enter into a consulting agreement with Mr. Drew for
assistance in creating an investment policy for the Board’s consideration and to defer consideration
of an investment manager until a later date. Mr. Drew estimated that his efforts should not exceed
20 hours at $140 per hour or $2,800. The motion was seconded by Bob Huff and passed
unanimously.

The Board considered a letter of request from Jake Koch (account #6997, copy attached). Mr.
Koch’s letter indicates an unexplained usage of 1,526,000 gallons of water over the winter months
when meters are not read for residential customers. It was the staff consensus that a leak producing
that much water would have been very evident in that area. The property owner had been inside of
this facility late in December, 2005 and there was no indication of a leak. A leak in a valve was
found January 20, 2006 and repaired with water lost estimated to be 15,000 gallons based upon
AWWA estimates for an I/16 inch in diameter leak for a one month period. After discussion a
motion was made by Harold Slavinski and seconded by Bob Huff to allow a billing reduction to
15,000 gallons for a revised bill of $594.00 after removal of late charges. The motion passed
unanimously.

A request for a main line extension from Tracy Reynolds for the Highland Springs Subdivision was
considered (copy attached). It was noted that the proposed subdivision would serve 40 equivalent
units and require installation of approximately 4200 feet of main water line extension and
appurtenances. A water model request and pre-paid engineering deposit had been received. A
motion was made by Steve Hartvigsen and seconded by Windsor Chacey to accept the permit. The
motion passed with a voice vote of approval with Harold Slavinski abstaining due to property owner
association conflicts he may be involved with.



A letter of request from Vicki Schmidt was considered (copy attached). Mrs. Schmidt requested
that the Water Resource Fee component of the Capital Investment Fee be waived for Heather and
Kyle Meredith. The Merediths had sent a letter of request to the Board which was considered at the
July 11, 2006, meeting and denied. Mrs. Schmidt, like the Merediths, expressed that she had not
received the 2006 spring newsletter where the article on the first page explained the development of
the Water Resource Fee and the allowed “grace period” prior to June 1, 2006. Steve Hartvigsen
reiterated his opinion that the District had an obligation to treat all customers fairly and equally
regarding the assessment of this fee after June 1, 2006. It was again noted that in addition to the
newsletter, there had been numerous articles in the local newspaper, reports of public meetings on
the radio and that information had been published on the District website. After discussion a
motion was made by Steve Hartvigsen and seconded by Bob Huff to deny this request. The motion
passed by a voice vote of approval with Karen Wessels abstaining due to a client relationship with
the Merediths.

A letter of request from Theresa Lussi was considered (copy attached). Mrs. Lussi had experienced
a problem that resulted in over-excavation for the water connection for lot 23 in Eaton Pagosa
Estates. After discussion the Directors concurred that communication could have been clearer had
staff contacted Mrs. Lussi or the backhoe operator rather than the consultant that had assisted her
with a minor impact subdivision process. A motion was made by Bob Huff and seconded by Steve
Hartvigsen to allow reimbursement to Ms. Lussi for one-half of the expense for excavation. The
motion passed unanimously.

A Petition for Inclusion for wastewater purposes was considered from Gary and Mary Carol Dillard
for a portion of the property that had been included into the District for water purposes in 1997.
The Dillards are in the process of a minor impact subdivision with Archuleta County and as such
the County required assurance that the two (of the three) newly created lots would have access to
wastewater service. A motion was made by Harold Slavinski and seconded by Steve Hartvigsen to
accept the petition. The motion passed unanimously. A date for the Public Hearing will be set
when the Dillards are satisfied that the legal description is correct. The Board acknowledged this
fact and that the Exhibit to the Petition could change.

The Directors considered an Intergovernmental Agreement with the Pagosa Fire Protection District
(copy attached). Carrie Campbell pointed out that this was an update to an existing agreement and
that the major changes were an increase in the cost per hydrant from $15 to $20 and the clarification
of specific protocol for testing District hydrants. A motion to approve the agreement and authorize
the Chairman to execute it was made by Harold Slavinski. Bob Huff seconded the motion and it
passed unanimously.

Carrie Campbell presented revised Rules and Regulations for discussion. Ms. Campbell indicated
that the majority of the changes related to the implementation of the Water Resource Fee and
specification that if connections costs increase between the time the form is completed and the
connection is done, the difference is due. Clarifying language was incorporated in some sections,
and certain fees are referred to as based on the current schedule, as opposed to set amounts. After
questions, discussion and a minor change, a motion was made by Windsor Chacey to adopt the



revisions to the Rules and Regulations as well as the Schedule of Fees and Charges. The motion
was seconded by Harold Slavinski and passed with a voice vote of approval.

The Directors reviewed the proposed 2040 water and wastewater capital projects list. Gene Tautges
pointed out that the list was a result of consultations with staff and a number of engineers to analyze
the state of the water and wastewater infrastructure and project capital needs to include growth until
the year 2040. Mr. Tautges emphasized that it will remain a work-in-progress and that changes will
be necessary to adapt to changing circumstances. Consensus of the Board was to finalize the list
and submit it to Stan Bernstein, Stan Bernstein and Associates, Inc., to revise the District’s financial
plan. Carrie Campbell noted for reflection in the minutes that the analysis of a firm water supply
prepared by Steve Harris, Harris Water Engineering, Inc., was provided to Board members at the
July 17, 2006 Joint Meeting/Work Session with the San Juan Water Conservation District (copy
attached). She then asked for clarification regarding an annual review of growth projections by Mr.
Harris as was discussed by both Boards. A cost estimate will be obtained but the consensus of the
Directors was that an annual evaluation would not take that long and would provide good
information. In addition, Mr. Harris will be asked to provide a cost estimate for evaluating the next
water diversion project to meet the year 2009/2010 demands.

Michelle Tressler presented an updated Employment Benefits and Salary Comparison Study (copy
attached). Ms. Tressler indicated that the purpose of this report was to monitor existing salary
ranges for each job classification as compared to other federal, state and local agencies. A similar
criterion was used compared to the study which was accepted in April, 2004 and initially
established the salary ranges. Also presented was the 2005 Wage and Benefit Survey Report (copy
attached). This report compared District salaries to that of three other local agencies by job
classification to include the specific benefit package offered by each. The results of this analysis
indicated that there are 7 job classifications affecting 10 employees where the District level of
salary and benefit was less than 75% of the industry average at the local level. Ms. Tressler
provided a spreadsheet illustrating the recommended range adjustment and resulting minimum and
maximum salary ranges if the recommended range adjustments were approved. Ms. Tressler
pointed out that offering a competitive salary and benefit package was vital to recruitment and
retention of qualified and motivated personnel. Discussion followed regarding the other job
classifications that were still considerably less, but more than 75% of the local average. It was
determined that these job classifications could be considered for range adjustments during the 2007
budget preparation. After discussion, a motion was made by Harold Slavinski and seconded by
Windsor Chacey to approve seven range adjustments effective with the September 15, 2006 pay
period. The motion passed unanimously.

Carrie Campbell stated that following a presentation by Larry Hjermstad, Western Weather
Consultants, LLC, at the July 17, 2006 Special Meeting of the San Juan Water Conservancy
District, at which most Pagosa Area Water and Sanitation District Directors were present, a standby
weather modification program was considered for the 2006/2007 season. The SJWCD agreed to
pay one-half the costs and asked the PAWSD Board to pay the other half. A motion was made by
Bob Huff and seconded by Steve Hartvigsen to pay $1,000 towards the upcoming cloud seeding
program. The motion carried.



Michelle Tressler summarized the result of research into the costs and mechanics of accepting credit
card payments. Mrs. Tressler indicated that two firms had been investigated, Intelipay and Express
Bill Pay. Both company’s systems integrate into Caselle (the District’s accounting and utility
software) as well as provide a turn-key solution which includes the establishment of a merchant
account and processing financial institution. Staff’s recommendation for this project would be
Intelipay due to the customer recommendations, ease of use and integration into the District
website. The cost of establishing the system and processing for the first year would be
approximately $13,313 of which $8,313 would be on-going processing costs to the District based
upon an estimated use by 10% of District customers. Karen Wessels indicated that it was a small
price to pay to offer payment options consistent with other utility companies in the area. A motion
was made by Bob Huff to move toward the implementation of this service by early in 2007. The
motion was seconded by Windsor Chacey and passed with a voice vote of approval with Harold
Slavinski casting a no vote.

Michelle Tressler presented a summary of costs associated with moving to radio-read technology.
Ms. Tressler indicated that the ability to read water meters year-round via radio transmission could
possibly prevent water loss through leaks that go undetected when meters are not read. Gene
Tautges also suggested that the ability to identify usage by a more accurate production period as
well as each month’s use during the winter season would be a benefit toward reducing system loss.
Also discussed was the up-coming retirement of the District meter reader and other possible people
to contract this task to. Ms. Tressler reported the estimated material and labor costs associated with
the retro-fit of all of the existing meters in the District boundary would be approximately $926,530.
Financing of this project is available on a lease-purchase plan ranging from 4.50% to 4.75% for up
to 14 years. Ms. Tressler offered that although the District enjoys lease-purchase credit availability,
it may be prudent to reserve its use for smaller capital equipment purchases and have the reserve
credit availability case of an emergency. After discussion a motion was made by Harold Slavinski
and seconded by Windsor Chacey that moving toward this type of technology should continue to be
considered and budgeted when funding options make it feasible. A motion was made by Harold
Slavinski and seconded by Windsor Chacey to continue to consider the move toward this new
technology through the budgeting process for 2007 or 2008. The motion carried.

Art Holloman reported that the 1983 dozer is in need of substantial repairs the cost of which would
exceed the value of the equipment. Mr. Holloman presented two options, a used 1997 dozer with
2,000 hours and a larger used 1998 dozer with approximately 2,500 hours. Both pieces of
equipment are available through Century Equipment Company and the District has had good
experience with this company for its equipment needs. Mr. Holloman indicated that the larger piece
of equipment would better suit the District’s needs and that after a trade-in allowance of $10,000 for
the existing dozer, the cost was $83,000. Michelle Tressler pointed out that this was an
unanticipated equipment break-down and therefore not budgeted, but that Wells Fargo Brokerage’s
lease-purchase program would be a good source of funding for this equipment. A lease-purchase
could be arranged that would enable the District to have the immediate benefit of the equipment but
delay the first payment until 2007 when it could be appropriately budgeted. A motion was made by
Harold Slavinski and seconded by Bob Huff to approve the lease-purchase of this equipment
through Wells Fargo Brokerage Services, LLC. The motion passed unanimously.

The agenda item for Financial Statements was tabled until the next Regular Meeting.



There was no Lakes Committee report offered.

Under other business, Gene Tautges requested approval to retain Dave Langsfeld, Operations
Maintenance, to perform maintenance on the SCADA system. Mr. Langsfeld has been providing
other services to the District such as plant optimization and is qualified to assist with SCADA. A
motion was made by Harold Slavinski and seconded by Steve Hartvigsen to approve this work. The
motion passed unanimously.

Carrie Campbell asked if the Board had any objections to canceling the October 10, 2007 Regular
Meeting and rescheduling to October 24, 2007 to accommodate the Public Hearing for Certification
of delinquent accounts to the Archuleta County Treasurer. There were no objections.

Windsor Chacey introduced a Field Services Program grant sponsored by the Bureau of
Reclamation. Mrs. Chacey thought that investigation into new technologies could be funded or
partially funded by this grant, if successful. After discussion is was the consensus of the Directors
to authorize submission of this grant application.

There being no further business to come before the Board, a motion to adjourn was made at 9:06
p.m. by Harold Slavinski. The motion was seconded by Steve Hartvigsen and passed unanimously.

Respectfully submitted,

Windsor Chacey
Secretary/Treasurer
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STATE OF COLORADO

NOTICE OF SPECIAL MEETING

NOTICE 1S HEREBY GIVEN that a Special Meeting of the Board of
Directors of the Pagosa Area Water and Sanitation District has
been scheduled for Thursday, August 24, 2006, at 4:00 p.m.
Notice

is further provided that the Board will immediately enter into
executive session for the purpose of negotiation issues related
to property acquisition and matters subject to negotiation and
legal advice pursuant to Sections 24-6-402(4)(a), 24-6-
402(4)(b), and 24-6-402(4)(e), C.R.S. The Special Meeting will
be held at the District’s administrative office located at 100
Lyn Avenue, Pagosa Springs, Colorado.

The proposed Agenda is as follows:

1. Call to Order

2. Executive Session Pursuant to Sections as Described
Above

3. Return to Special Meeting

4. Any Other Business Brought Before the Board Will Be
Duly Considered.

PAGOSA AREA WATER AND SANITATION DISTRICT

By /s/ Carrie S. Campbell
For the Board of Directors

SEAL



PAGOSA AREA WATER AND SANITATION DISTRICT
SAN JUAN WATER CONSERVANCY DISTRICT
MINUTES OF THE SPECIAL MEETING
AUGUST 24, 2006

The Joint Special Meeting of the Pagosa Area Water and Sanitation District and San Juan
Water Conservancy District was called to order by Acting Chairman Fred Schmidt at 4:08
p.m., Thursday, August 24, 2006. Other Board members in attendance included Windsor
Chacey, Karen Wessels, Harold Slavinski (representing both PAWSD and SJIWCD); and Fred
Ebeling, Jack DeLange, and Carrie Campbell (representing SIWCD).

Carrie Campbell moved to excuse the absence of Mark Garcia, who had called and was unable
to attend the meeting. The motion was seconded by Jack DeLange and carried. Harold
Slavinski made a motion to excuse the absence of Bob Huff, due to illness, and Steve
Hartvigsen, due to another meeting conflict. Windsor Chacey seconded the motion, which
carried by voice vote of approval.

Fred Ebeling moved to enter into executive session at 4:15 p.m. for the purposes of
discussing matters related to property acquisition and other matters subject to negotiation
and legal advice pursuant to Sections 24-6-402(4)(a), 24-6-402(4)(b), and 24-6-402(4)(e),
C.R.S. Harold Slavinski seconded the motion, which carried by voice vote of approval.

The Boards returned to regular session at 5:20 p.m.

A motion was made by Jack DeLange to authorize Chairman Fred Schmidt to pursue
negotiations with Don and Kathy Weber under the terms discussed during executive session
and report back to the Board. The motion was seconded by Harold Slavinski and carried
unanimously.

Specific to the Pagosa Area Water and Sanitation District, under “Other Business” and in the
essence of time, Carrie Campbell stated that Certificate of Deposit #22770 matured today in
the amount of $1,023,383.42. After checking on local interest rates, Michelle Tressler
suggested placing the funds in the District's money market account with Bank of the San
Juans, which has a current yield of 5.26%. A motion to this effect was made by Harold
Slavinski and seconded by Windsor Chacey. The motion carried.

The meeting was adjourned at 5:25 p.m.

Respectfully submitted,

Windsor Chacey Jack DelLange
Secretary, PAWSD Secretary, SJWCD



PAGOSA AREA WATER AND SANITATION DISTRICT )
)
ARCHULETA COUNTY ) S.S.
)
)

STATE OF COLORADO

NOTICE OF WORK SESSION AND REGULAR MEETING AND CHANGE IN TIME

NOTICE IS HEREBY GIVEN that a Work Session and Regular Meeting of the Board of Directors of the
Pagosa Area Water and Sanitation District have been scheduled for Tuesday, September 12, 2006. The
Work Session is scheduled at 5:30 p.m., and Notice is further provided that the Regular Meeting scheduled
at 6:30 p.m. has been changed to 6:00 p.m., at which time the Board of Directors will enter into executive
session for the purposes of discussion of negotiation matters related to land acquisition and other matters
subject to negotiation, pursuant to Sections 24-6-402(4)(a) and 24-6-402(4)(e), C.R.S. The Board of
Directors is expected to convene to open session at 6:30 p.m. The meeting will be held at the District’s
administrative office located at 100 Lyn Avenue, Pagosa Springs, Colorado.

Proposed Agenda is as follows:

Work Session — General Discussion
Call to Order
Executive Session — Pursuant to Sections as Described Above
Reading and Approval of Minutes
Public Comment
Construction/Projects Update
a. Enlargement of Stevens Reservoir
b. Hatcher Water Treatment Plant Improvements
Approve Change Order with Southwest Contracting, Inc. for Transfer Switch
c. Miscellaneous Projects
d. Staff Reports
7. Consideration of Request from National Recreational Properties of Pagosa Springs, LLC
for Payment of Estimated Availability to Tap Fees
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8. Consideration of Request from Gary Brewer for Reimbursement for Excavation Costs
9. Consideration of Utility Easement Agreement with John Brown
10. Consideration of Request for Water Main Line Extension Permits from Aspen Village

Investments, LLC
11. Ratification of Award of Bid for Lift Station
12. Consideration of Road Maintenance on Stevens Lake Road
13. Consideration of Proposals from Harris Water Engineering, Inc.
14. Consideration of Memorandum of Understanding and Confidentiality Agreement with
San Juan Water Conservancy District
15. Ratification of Resolution Authorizing and Approving the Execution and Delivery of a
Special District Lease-Purchase Agreement and Related Documents in Connection Therewith
16. Discussion of Revised 20-Year Water and Wastewater Capital Projects
17. Consideration of Moratorium of Highlands Lagoon Expansion
18. Consideration of Cost Participation from New Developments and Use of Water and Wastewater
Models
19. Consideration of Equivalent Unit Review for Service Accounts and Associated Fees
20. Report on Intergovernmental Agreement with Pagosa Fire Protection District
21. Discussion of H.F. 06-1343, lllegal Immigration
22. Consideration of District’s Investment Policy
23. Consideration of Financial Investments and Financial Statements



24. Corrected Schedule of Fees and Charges
25. Lakes Committee Report
26. Any Other Business Brought Before the Board Will Be Duly Considered.

PAGOSA AREA WATER AND SANITATION DISTRICT

By /s/ Carrie S. Campbell
For the Board of Directors

SEAL
PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING
SEPTEMBER 12, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Chairman Karen Wessels at 6:18 p.m. on Tuesday, September 12, 2006. Other Board members in
attendance were Steve Hartvigsen, Harold Slavinski, Bob Huff and Windsor Chacey (Mr. Huff left
the meeting due to illness). Staff members Carrie Campbell, Gene Tautges, Art Holloman and
Michelle Tressler were present.

A motion to enter into executive session at 6:19 p.m. for the purposes of discussion of negotiation
matters related to land acquisition and other matters subject to negotiations pursuant to Sections
24-6-402(4)(a) and 24-6-402(4)(e), C.R.S. was made by Bob Huff. The motion was seconded by
Harold Slavinski and carried by unanimous vote of approval.

The Board of Directors returned to regular session at 6:40 p.m.
Members of the public were present for the meeting as indicated on the attached list.

The minutes of the regular meeting held August 8, 2006 were reviewed. Harold Slavinski made a
motion to approve the minutes as presented. The motion was seconded by Steve Hartvigsen and
carried unanimously.

Chairman Karen Wessels asked for public comment. None was offered.
The following construction/projects update was offered.

Regarding the enlargement of Stevens Reservoir, Carrie Campbell reported that negotiations for
land acquisition continue with property owners whose property is needed for the enlargement. She
and Chairman Karen Wessels had a productive meeting with members of the Board of Directors of
the Humane Society. It was discovered that power and telephone lines will require relocation on
the southeasterly portion of the enlarged reservoir; a proposed route and costs are being
investigated. Ms. Campbell also reported that the Division of Water Resources is working through
some computer software glitches before the model can be run to calculate the maximum
precipitation event; it is hoped to be resolved in coming weeks.

The Hatcher Water Treatment Plant GAC/Clearwell project is progressing. Gregg Mayo updated
the Directors regarding a change order for a transfer switch in the amount of $14,100. This change



order was necessary due to the upgrade of the electrical service for the improved facility as well as
the increased size of the generator. A motion was made by Harold Slavinski and seconded by
Steve Hartvigsen to approve the change order. The motion passed unanimously.

Gregg Mayo presented a summary of other District projects underway (copy attached).
Staff reports were reviewed.

Richard Gustafson, representing National Recreational Properties of Pagosa Springs, LLC,
addressed the Board regarding the request for additional estimated Availability to Tap Fees due to
construction cost increases anticipated for Chris Mountain Village Il water and wastewater line
installation, copy of letter is attached. Mr. Gustafson indicated that his client would be more
receptive to depositing the additional funds if reports were made available indicating what was
spent in 2005, spent in 2006 to date, materials on hand and on order and the percentage of
completion. Mr. Gustafson also indicated that his client would be willing to deposit additional
funds as requested to cover anticipated costs thirty days in advance once the initial funds were
nearing exhaustion. Carrie Campbell summarized that Chris Mountain Village Il is one of four
subdivisions within the original boundaries of the District where the District is responsible to
install the water and wastewater lines and appurtenances. Ms. Campbell indicated that when the
request for the main line extensions was received by the District in 2005, the construction season
schedule was underway and there had been no assurance that the project would get started in 2005.
When the District went to bid for a contractor for District projects for 2006, there were no
respondents and negotiations were held for the Chris Mountain Village 1l project specifically.
These negotiations yielded a higher cost for labor than what was originally estimated for the
deposit of Availability to Tap Fees. Coupled with increased costs for materials, engineering and
lift stations, the resulting current year estimate exceeded the 2005 estimate which is what
prompted the request for additional funds. Ms. Campbell also indicated that largely dependant on
weather, the main lines could be installed this season, but installation of the lift stations would
probably not occur until 2007. After further discussion, a motion was made by Harold Slavinski
directing staff to provide a break-down of costs incurred and such other reports as requested. Mr.
Slavinski also indicated that a request for additional funds should be made 30 days prior to the date
it was anticipated that current funds would be exhausted. The motion was seconded by Steve
Hartvigsen and passed unanimously. Ms. Campbell suggested that for future main line extensions,
depending on the magnitude of the project, rather than staff providing the initial estimate of costs,
the District’s engineers should be consulted to provide such information.

Gary Brewer addressed the Board for reimbursement for excavation costs due to difficulty in
locating the main water line for a connection to his property at 585 Carino Place. Although the
District can not guarantee the location of main lines, consideration may be given when excessive
amounts of excavation are required to locate a main line. Art Holloman recommended
reimbursement of fifty percent of the backhoe and tractor time charged which was $1,495. A
motion was made by Harold Slavinski and seconded by Windsor Chacey to allow reimbursement
in the amount of $1,495. The motion passed unanimously.

Guiseppe Margiotta, Trinity Land Consultants, LLC, and John Brown, owner of Wolf Creek Run,
addressed the Board. Mr. Margiotta indicated that a porto-cohere structure had been constructed
within the water line easement on Mr. Brown’s property (documents attached). Mr. Brown
requested that he not be required to remove this structure at the present time but that he would
execute an agreement indicating his responsibility to do so at his sole expense at the point in time



that the District planned to install a main water line within that easement. Carrie Campbell
indicated that such an agreement could be drafted at Mr. Brown’s expense and recorded at the
office of the Archuleta County Clerk and Recorder. She suggested that a $500 deposit be collected
from Mr. Brown toward the associated legal charges for this agreement preparation. A motion was
made by Harold Slavinski to have an agreement drafted indicating Mr. Brown’s responsibility to
remove the structure, at his sole expense, at a time in the future at the District’s request and to
authorize the Chairman or Manager to execute this agreement and have it recorded at the office of
the Archuleta County Clerk and Recorder. The motion was seconded by Windsor Chacey and
passed unanimously.

The Board considered renewal of main line extension permits from Aspen Village Investments,
LLC. The original permits had expired. A motion was made by Steve Hartvigsen and seconded
by Windsor Chacey to approve the renewals. The motion passed unanimously.

The Board considered ratification of the award of bid for Mallard Point Lift Station from
McLemore Pumps in the amount of $79,877. In the interest of time, Gene Tautges had previously
phone polled the Board regarding this award. A motion was made by Windsor Chacey and
seconded by Steve Hartvigsen to ratify the award of this bid and staff’s execution of the contract
documents. The motion carried.

A letter, copy attached, from Charles D. Sands regarding road maintenance issues on Stevens Lake
Road was discussed. Carrie Campbell indicated that the letter may not necessarily represent the
consensus of all of the property owners. She indicated that the District had, until recent years,
provided the majority and sometimes all maintenance of this road. Costs had been obtained from
T.C. Pipeline to grade and gravel the road during the process of rock hauling from Chris Mountain
Village Il to Stevens Reservoir. The consensus of the Directors was that it was the District’s
responsibility to mitigate the heavy traffic on the road while rocks are being hauled to the Stevens
Reservoir site (for riprap), noting that District personnel could possibly do the work. Road
maintenance during the construction of the reservoir will need to be addressed prior to construction
as well as a long-term road maintenance agreement with the property owners, should that prove to
be advisable.

Directors considered proposals from Steve Harris, Harris Water Engineering, Inc., (copy attached).
Task 1 was in response to a request from a joint meeting with the San Juan Water Conservancy
District in July; the SJWCD approved joint participation. The second task involved appraisal
evaluations for potential diversion locations to assess advantages and disadvantages of each at a
cost estimated at $35,000. The final two tasks addressed longer range activities to prepare detailed
studies on the diversion option selected, proceed toward construction and finally to develop the
Dry Gulch Reservoir. The Directors discussed the financial implications of the longer-range
proposals and the consensus of the Board was that the percentage of cost participation, if any, from
the SJIWCD would have to be determined at a later date and dependent upon financial ability.
Carrie Campbell added another task that she had spoken verbally with Mr. Harris regarding a time
line for the various tasks associated with the proposed Dry Gulch Reservoir with an estimated cost
of $1,000. This was agreed to by the SIWCD to share in one-half of the costs for this particular
task. Steve Hartvigsen made a motion to accept the proposals from Mr. Harris, noting
participation from the SJIWCD for Task 1 and the latter involving the time line with Dry Gulch
Reservoir. The motion was seconded by Harold Slavinski and passed unanimously.



Directors reviewed a draft Memorandum of Understanding and Confidentiality Agreement, copy
attached. This Agreement’s intention serves to clarify the understanding between the District and
the San Juan Water Conservancy District as it relates to both Districts’ participation and
cooperation regarding the development of the Dry Gulch Reservoir. Minor revisions were
discussed and a motion was made by Harold Slavinski to authorize the Manager or Chairman to
effect the revisions and execute the agreement on behalf of the District. The motion was seconded
by Windsor Chacey and passed unanimously.

The Directors then considered ratification of the Resolution Authorizing and Approving the
Execution and Delivery of a Special District Lease-Purchase Agreement and Related Documents
in Connection Therewith. At the Regular Meeting held August 8, 2006, the Directors had
approved the lease-purchase of a 1998 dozer with Wells Fargo Brokerage Services, LLC. A new
dozer was needed to replace a 1983 dozer which was in need of repairs, the cost of which
exceeded the value of the equipment. A motion was made by Steve Hartvigsen and seconded by
Harold Slavinski to ratify the execution of the documents by Karen Wessels and Windsor Chacey.
The motion passed with a voice vote of approval.

An updated draft of the 2040 water and wastewater capital projects list was presented by Gene
Tautges. After discussion, it was the consensus of the Board to direct staff to continue to work
toward sending the detailed capital projections to Stan Bernstein, Stan Bernstein and Associates,
Inc., for integration into the updated financial plan.

Gene Tautges reported that growth in the area served by the Highlands Lagoon was approaching a
level of concern. Mr. Tautges suggested that if newly subdivided parcels and changes or
expansion of use are allowed to utilize the lagoon system, it could approach capacity prior to full
build out of existing lots in that area. He suggested that a moratorium be placed on new
connections that would utilize the Highlands Lagoon unless it was for an existing platted lot. This
moratorium would require new subdivisions or increased impact on the wastewater system to be
designed to flow to the Vista Wastewater Treatment Plant. A motion was made by Harold
Slavinski and seconded by Steve Hartvigsen to place a moratorium for new wastewater
connections that would be served by the Highlands Lagoon applicable to new subdivisions and
change of or increase in use. The motion passed with a voice vote of approval.

Gene Tautges updated the Directors regarding efforts to establish a reasonable policy regarding
cost participation by development for improvement and expansion of water and wastewater lines
and appurtenances. Mr. Tautges relayed that the 2040 capital projects list as it related to water
needs had been developed with the assistance of the water model. In the calibration of the water
model, certain parameters and operating standards had to be established. In previous discussions it
had been stated that 1000 gpm for residential purposes and 1500 gpm for commercial purposes
with a residual pressure of not less than 20 psi as well as a minimal normal operating pressure of
30 psi at every lot line calculated using peak day demand would be criteria to strive for. The
Directors concurred that this would be the goal for an operating standard. Mr. Tautges suggested
that a workshop be scheduled to review various scenarios for establishing a cost participation
policy as it applies to new development.

Michelle Tressler approached the Board regarding guidelines for application of the Water
Resource Fee component of the Capital Investment Fee as it related to commercial equivalent unit
reviews. Ms. Tressler referred to the Resolution Regarding Commercial Equivalent Unit
Allowances that was adopted by the Board on September 24, 2002. Ms. Tressler indicated that the



adoption of the Water Resource Fee presented a similar circumstance as when the Capital
Investment Fee was first adopted in that, any businesses that did not have an appropriate number
of equivalent units might be allowed a “‘grace period’ in which to purchase additional eu’s without
assessment of the Water Resource Fee component of the Capital Investment Fee. The Directors
agreed to this approach and staff was directed to draft letters and accumulate totals for further
discussion.

Carrie Campbell reported on some misunderstandings that prohibited Pagosa Fire Protection
District from executing the Intergovernmental Agreement regarding fire hydrant maintenance.
The concerns have been clarified, and she anticipated that the Agreement would be executed
shortly and that an appendix should be added to address the new illegal immigration requirement
of HB 06-1343.

The Directors reviewed a draft Investment Policy (copy attached). Michelle Tressler briefly
reported on comments received from legal counsel at this time, noting that a complete review is
forthcoming. The consensus of the Directors was that the draft was a good start and further
discussion would be noticed for upcoming meetings.

Michelle Tressler also presented worksheets representing the change in annual debt service for the
2006 Enterprise Revenue Refunding and Improvement Bonds (copy attached). Interest earned
from the escrow securities portion of the refunding issue was not originally anticipated to be
available to reduce current debt service for the non-refunded bonds. The availability of these
funds to do so has been verified by both legal counsel and bond counsel.

Financial Statements for the period ended July 31, 2006 were available for review.

Michelle Tressler indicated that two maturities would occur before the next Regular Meeting - a
Certificate of Deposit with Citizens Bank and a Government Sponsored Agency Bond (GSE).
Interest rates were reviewed, and Ms. Tressler sought direction to reinvest these funds at the
highest yield available upon maturity and report the results at the next meeting. The Directors
concurred. Ms. Tressler also reported that as authorized at the previous Special Meeting, funds
from maturing CD #22770 were deposited into the Money Market account at Bank of the San
Juans with an interest rate of 5.26% APY.

Carrie Campbell pointed out that the preliminary Certification of Valuation by County Assessor
had been received (copy attached).

A revised Schedule of Fees and Charges was discussed (copy attached). At the August 8, 2006
Board meeting the revised Rules and Regulations were adopted, including the “Schedule”. The
water and sewer connection form had been previously modified to reflect the cost of the display
unit (for water meter reading) separate from the actual connection costs; this was not reflected on
the Schedule of Fees and Charges.

The Stollsteimer Creek Watershed Master Plan was distributed.

Carrie Campbell reported that 219 connections had been performed to date this year with 81 more
scheduled. That compares with 183 at the same time last year, 167 in 2004 and 272 in 2002.



There being no further business to come before the Board, a motion to adjourn was made by
Harold Slavinski and seconded by Windsor Chacey at 9:15 p.m. The motion carried.

Respectfully submitted,

Windsor Chacey
Secretary/Treasurer



NOTICE
OF

1. REGULAR MEETING
2. CHANGE IN DATE
3. CHANGE IN TIME
4. PUBLIC HEARING

NOTICE IS HEREBY GIVEN that a Regular Meeting of the Board of Directors of the
Pagosa Area Water and Sanitation District originally scheduled for Tuesday, October
10, 2006 has been rescheduled for Tuesday, October 24, 2006. Notice is further
provided that the Regular Meeting scheduled at 6:30 p.m. has been changed to 5:30
p.m. The Board of Directors will immediately enter into executive session for the
purposes of discussion of negotiation matters related to land acquisition and other
matters subject to negotiation pursuant to Sections 24-6-402(4)(a) and 24-6-
402(4)(e), C.R.S. The Board is expected to convene to open session at 6:30 p.m. The
meeting will be held at the District’s administrative office located at 100 Lyn Avenue,
Pagosa Springs, Colorado. Proposed Agenda is as follows:

Call to Order
Executive Session Pursuant to Sections as Described Above
6:30 p.m. — Public Hearing — Certification of Delinquent Accounts
Reading and Approval of Minutes
7:00 p.m. — Public Hearing — Dillard Inclusion
Public Comment
Denise Rue-Pastin, Water Information Program — Quarterly Report
Consideration of Water-Saving Rebate Programs; Website Updates; and
Biosolid and Renewable Energy Research
8. Request from Upper San Juan Health Service District for Consideration of Fees
and Main Line Extension Permit
9. Request from Mark and Michele Mesker for Consideration of Variance for Water
Service Connection
10. Request from Jim and Denise Mudroch for Consideration of Capital Investment
Fee
11. Consideration of Proposal from Briliam Engineering for Design of Chemical Feed
Improvements at Hatcher Water Treatment Plant
12. Consideration of Requests for Variance from Warranty Bond for Main Line
Extensions
Archuleta School District #50 Joint; Harman Park Subdivision; Colorado
Housing
13. Consideration of Request from Pagosa Lakes Property Owners Association for
Joint Funding of Watershed Protection Proposal
14. Consideration of Main Water and Wastewater Line Extensions
Edwin W. Raymond — Vista Subdivision
Paul and Sandy Anderson — Vista Subdivision
Darren G. Meacham — Trails Subdivision
15. Construction/Projects Update
Dutton Ditch Pipeline
Consideration of Collection Agreement with USFS
Enlargement of Stevens Reservoir
Consideration of Property Acquisition Agreement and Inclusion Amendment
with Humane Society
Staff Reports
16. Consideration of Policy for Determining Cost Participation for New Development
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17. Consideration of Memorandum of Understanding and Confidentiality Agreement
with
San Juan Water Conservancy District
18. Consideration of Resolution in Opposition to Amendment 38
19. Consideration of Agency Services Agreement with T. Charles Wilson Insurance
20. Consideration of Support for Appointment to Colorado Water and Power
Authority
21. Financial Report
Ratify Placement of Certificates of Deposit
2007 Draft Budget
22. Any Other Business Brought Before the Board Will Be Duly Considered.

PAGOSA AREA WATER AND SANITATION DISTRICT

By /s/ Carrie S. Campbell
For the Board of Directors

SEAL
PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING AND PUBLIC HEARING
October 24, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Chairman Karen Wessels at 5:44 p.m. on Tuesday, October 24, 2006. Other Board members in
attendance were Steve Hartvigsen, Harold Slavinski, Bob Huff and Windsor Chacey. Staff
members Carrie Campbell and Michelle Tressler were present.

A motion to enter into executive session at 5:45 p.m. for the purposes of discussion of negotiation
matters related to land acquisition and other matters subject to negotiations pursuant to Sections
24-6-402(4)(a) and 24-6-402(4)(e), C.R.S. was made by Bob Huff. The motion was seconded by
Harold Slavinski and carried by unanimous vote of approval.

The Board of Directors returned to regular session at 6:40 p.m.
Members of the public were present for the meeting as indicated on the attached list.

Chairman Karen Wessels opened the Public Hearing regarding certification of delinquent accounts
to the Archuleta County Treasurer at 6:41 p.m. A Resolution to Certify Delinquent Accounts to
the County Treasurer was considered. The total amount represented by the detail sheet (copy
attached) indicated $48,595.98 in delinquencies; however, Carrie Campbell reported that it was
possible that a few more payments would be received prior to the actual certification to the County
Treasurer. A motion was made by Steve Hartvigsen and seconded by Windsor Chacey to certify
to the County Treasurer those amounts that have been delinquent for at least six months and are in
excess of $150 for collection in the same manner as property taxes. The motion passed with a
voice vote of approval. The Public Hearing was closed at 6:45 p.m.

The minutes of the Regular Meeting held September 12, 2006 were reviewed. Steve Hartvigsen
pointed out that Bob Huff had left the meeting following Executive Session due to illness and that



fact should be noted in the record. Harold Slavinski made a motion to approve the minutes with
that notation. The motion was seconded by Windsor Chacey and carried unanimously.

Chairman Karen Wessels asked for public comment. None was offered.

Modifications were made to the agenda in order to accommodate members of the public that had
not yet arrived and the Public Hearing for the Dillard Inclusion noticed for 7:00 p.m.

The Board considered a letter of request for consideration of Capital Investment Fees from Denise
and Jim Mudroch (copy attached). The Mudrochs had experienced a fire that destroyed their home
during 2006. Capital Investment Fees had been assessed for additional square footage for the
construction of the new home on the Mudroch’s property according to Archuleta County building
permit records. When Mr. Mudroch initially called staff regarding the additional assessment, staff
had requested documentation regarding the discrepancy between Mr. Mudroch and the County
regarding the square footage of the home that burned. After discussion, it was the consensus of the
Directors that it was the property owner’s responsibility to provide adequate documentation and
several suggestions were offered as to possibilities of places where other copies of the necessary
square footage documentation might be available. A motion was made by Harold Slavinski and
seconded by Windsor Chacey to deny the Mudroch’s request for consideration without the
appropriate documentation. The motion passed unanimously.

The Board then considered requests from the Upper San Juan Health Service District for a Main
Line Extension Permit and consideration of fees (copies attached). Robert Goodman addressed the
Board. Mr. Goodman indicated that a main line extension was necessary to relocate an existing 8”
sewer line to a location where it would not be underneath the proposed building expansion for the
new critical care hospital. A motion was made by Steve Hartvigsen and seconded by Bob Huff to
approve the Main Line Extension Permit. The motion passed unanimously. Discussion followed
regarding the calculation of the number of equivalent units necessary to serve the proposed new
facility. Mr. Goodman presented information regarding the actual water use of some similar
facilities. The calculation using the AWWA guidelines indicated 43 equivalent units. Karen
Wessels presented information from the San Juan Basin Health Department that indicated 250
gallons per day per bed for effluent purposes which would relate to approximately 8 eu’s. Neal
Townsend, Chairman of the Upper San Juan Health Service District, had arrived and joined the
discussion with input regarding the large difference between a critical care facility and an acute
hospital facility in terms of water use. Mr. Townsend also indicated that the proposed new facility
would not average more than 4 patients per month with a projected average of 2 to 3 patients per
day. After further discussion, Karen Wessels recommended that staff continue to work with the
USJHSD towards an acceptable number of equivalent units and reiterated that should the facility’s
actual water usage exceed the gallons estimated for the determination of eu’s, additional eu’s
would need to be purchased at the then current rate upon a two year review. Mr. Townsend
requested consideration of waiver or deferral of fees for the project in the interest of the benefit
that would be realized by the community. Windsor Chacey indicated that she would have a
concern with any waiver or deferral of fees because it could set precedence and allow room for any
number of other requests for similar treatment. Bob Huff indicated that he had less concern about
precedence because this request was being made by another Special District and that in essence it
was owned by the entire community where no single party would benefit. Mr. Huff indicated
however that there may be some benefit to the District to obtain an easement for future main water
and wastewater service lines and if so, a trade could be considered. It was the consensus of the
Board that staff should seek engineering input regarding a possible easement.



Chairman Karen Wessels opened the Public Hearing for consideration of the Petition for Inclusion
for wastewater purposes from Gary and Carol Dillard at 7:20 p.m. Carrie Campbell presented a
letter of request (copy attached) from Mr. and Mrs. Dillard for 2 equivalent units, one for each of
the two new lots that are being created through a Minor Impact Subdivision process. The letter
also indicated that of the three equivalent units granted during a previous water inclusion process,
two equivalent units for water purposes would be designated for the newly created lots with the
remaining equivalent unit designated for their remaining 45.9 acres. Ms. Campbell indicated that
in discussion with Mr. Dillard they had determined that the easements on the preliminary Minor
Impact Subdivision did not provide adequate easements as per normal conditions of inclusion and
that Mr. and Mrs. Dillard were in agreement to have revisions made that would provide acceptable
easements. A motion was made by Harold Slavinski to grant the inclusion upon revision of the
plat indicating acceptable easements and to allow 2 equivalent units for wastewater purposes. The
motion was seconded by Windsor Chacey and passed unanimously. The Public Hearing was
closed at 7:28 p.m.

Denise Rue-Pastin presented a report of activities accomplished since the Circuit Rider position
was contracted by the Southwestern Water Conservation District and specifically those items
accomplished for the District (copies attached). Mrs. Rue-Pastin also presented proposals for
consideration for future projects and programs to include continuation of the toilet rebate program
(indefinitely) and adding a high-efficiency clothes washer rebate program in cooperation with
LaPlata Electric Association in 2007. The other two proposals were for budgeting purposes for
2007 planned research regarding utilization of renewable energy sources and beneficial use of
biosolids. A time estimate was presented for update and expansion of the water conservation page
of the District website. Karen Wessels suggested that a rebate program for instant hot water heater
units be considered for the future to continually enhance the water conservation project. Finally,
low-flow pre-rinse spray valves specifically designed for restaurant use were discussed. The use
of these valves reduces flow rate to 1.6 gpm. These valves are relatively low cost at $50 - $60 and
could provide significant water savings and avoid the costs associated with providing and treating
the water and subsequently, treating the wastewater. After discussion and in light of upcoming
restaurant visits scheduled, the consensus of the Directors was to approve the purchase and
distribution of these valves to targeted local restaurants with monitoring of the resulting water use.

Michele Mesker, co-owner of the Paint Connection, requested consideration for a variance
regarding the water connection to their newly remodeled and expanded store location. Mrs.
Mesker indicated that they were unaware that they were in violation by serving the new addition
through the same connection as the original location although the new addition is on a separate
parcel of property. Mrs. Mesker indicated that they had considered consolidation of the two lots
but had determined that keeping them separate was more to their advantage. Carrie Campbell
explained the options to cure the violation of serving more than one property with a single
connection by structuring an agreement where if either properties were sold, a separate connection
would have to be made, or the two parcels could be consolidated. After discussion a motion was
made by Harold Slavinski to deny the request for a variance and require that either a new
connection or the consolidation of the lots be required. The motion was seconded by Bob Huff
and passed unanimously.

Patrick O’Brien presented a proposal for professional engineering services for the preliminary and
final design for the chemical feed system improvements for the Hatcher Water Treatment Facility
to meet the requirements of the CDPHE for secondary containment. These services were



anticipated and preliminarily budgeted for 2007. Bob Huff made a motion to except Mr.
O’Brien’s proposal for these services at a cost-not-to-exceed basis of $34,200. The motion was
seconded by Windsor Chacey and approved unanimously.

Letters of request for consideration of alternative forms of security for warranty bonds were
considered on behalf of Harman Park Subdivision, Archuleta School District #50 Joint, and
Colorado Housing, Inc. After discussion, a motion was made by Harold Slavinski and seconded
by Steve Hartvigsen to allow letters of credit, cash or special Certificates of Deposit to be
acceptable security for the required 2 year warranty period and to change the Main Line Extension
Permit to reflect these instruments as acceptable. The motion carried.

Larry Lynch, Department of Property and Environment Manager for the Pagosa Lakes Property
Owner’s Association, addressed the Board. Mr. Lynch requested consideration to budget for
participation in the construction of the Lake Pagosa Water Quality Enhancement Basin. Mr.
Lynch indicated that this project was one of the higher priority projects identified in the long range
Stollsteimer Creek Watershed Plan that was created through a joint effort of multiple entities
including the District. The construction is estimated to cost $34,099 and Mr. Lynch requested the
District consider participation for one-half the costs. Discussion ensued regarding other possible
sources of participation for this project and the possibility that when actual bids are obtained the
cost could be less. Bob Huff made a motion to include one-half participation in this project in the
2007 budget. The motion was seconded by Windsor Chacey and passed by a voice vote of
approval.

Three letters of request for main water and wastewater line extensions were considered (copies
attached). Edwin Raymond’s request involved lots 541-545 located along Vista Boulevard. The
cost to serve these five lots was estimated at $5,666 per lot. Paul and Sandy Anderson’s request
was for service to 8 lots along both sides of Lake Street. The estimated cost to serve these lots was
$7,040 per lot. The remaining request was from Darren Meacham for service to lot 459 Travelers
Circle. The estimated cost to serve the 37 lots along Travelers Circle was $6,280 per lot. Michelle
Tressler pointed out that both of the Vista requests involved participation in the ‘common sewer
investment’ items of the Settler lift station and the upgrade of the force main. Ms. Tressler also
indicated that due to the complexity of the infrastructure necessary to serve the remainder of Vista
Subdivision, it may be more prudent to consider serving the entire area at one time. Carrie
Campbell pointed out that historically the District had targeted various areas to serve each
construction season but that practice had changed during the economic downturn in the 1980’s and
since that time, main lines were extended as a result of specific requests. Ms. Campbell also
pointed out the potential problems when one person or entity owned a large percentage of the lots
to be served. A motion was made by Steve Hartvigsen to issue contingent approval for these three
main line extensions and put them on the schedule for next construction season, but to also give
more consideration to the most efficient manner in which to serve these remaining sections of the
original District and the number of multiple owners that are represented. The motion was
seconded by Windsor Chacey and passed unanimously.

The following construction/projects update was offered:

Regarding the Stevens Reservoir Enlargement project, the Board directed Carrie Campbell to
continue with negotiations as discussed during Executive Session. Directors discussed a Property
Acquisition Agreement and Inclusion Amendment with the Humane Society. A motion was made
by Harold Slavinski and seconded by Windsor Chacey to grant 2 additional equivalent units for



both water and wastewater purposes to the Humane Society as partial consideration. The motion
passed unanimously. A copy of the Agreement will be provided to the Humane Society for their
consideration.

The Directors reviewed Modification No. 2 to the Collection Agreement between the USDA
Forest Service, San Juan National Forest and the District. This modification was necessary to
extend the expiration date of the agreement until September 30, 2007. Due to weather conditions,
re-seeding and other rehabilitation work could not be completed in certain areas of the National
Forest; therefore, continued oversight by the SINF is anticipated resulting in the additional costs to
the District. Carrie Campbell indicated that the additional charges are estimated and it is possible
that less time will be required on their behalf and if so, a refund could be issued. A motion was
made by Windsor Chacey and seconded by Bob Huff to execute the Agreement. The motion
passed with Steve Hartvigsen abstaining as he is employed by the USFS.

The Memorandum of Understanding and Confidentiality Agreement with the San Juan Water
Conservancy District was reviewed. Carrie Campbell indicated that revisions were made pursuant
to discussions from the previous Regular Meeting and the PAWSD’s commitment to supply
funding for land acquisition costs, if necessary (copy attached). A motion was made by Steve
Hartvigsen and seconded by Bob Huff to direct the Chairman to execute this Agreement on behalf
of the Board. The motion passed unanimously.

The Directors reviewed the Resolution in Opposition To Amendment 38. A motion was made by
Harold Slavinski and seconded by Bob Huff to adopt this Resolution. The motion passed
unanimously.

Carrie Campbell indicated that Steve Harris, Harris Water Engineering, Inc., was being considered
for reappointment to the Colorado Water and Power Authority Board of Directors and has asked
for the Board’s support. A motion was made by Windsor Chacey to affirm the Board’s support for
Steve Harris to continue to serve in that capacity. The motion was seconded by Steve Hartvigsen
and passed unanimously.

Michelle Tressler reported that $3,250,000 invested in Government Sponsored Agency Bonds had
been called according to provisions on September 28, 2006. The funds had been reinvested in a
one-year Certificate of Deposit at the Bank of the San Juans at 5.50% APY. Another Certificate of
Deposit maturing with Citizens Bank had been renewed at the next highest rate available from the
local banks at 5.45% for one-year in the amount of $511,776. Ms. Tressler also indicated that two
more investments totaling approximately $1,767,500 will mature before the next meeting of the
Board and asked permission to reinvest those funds at the highest rate offered by local banks.
Steve Hartvigsen made a motion to ratify the placement of funds by staff and approve the
upcoming reinvestment of approximately $1,767,500 at the highest rate offered by local banks.
Harold Slavinski seconded the motion and it passed by a voice vote of approval.

Carrie Campbell suggested that in light of the projected need for an increase in Service Charges
and/or Availability of Service Charges another budget workshop be scheduled. It was determined
that a workshop would be held on November 1, 2006 at 5:00 p.m.

A copy of the Final Decree from the Dry Gulch case was provided to the Directors.



Steve Hartvigsen provided copies of his notes from the Climate Variability/Change in the San Juan
Mountains seminar.

Due to the lateness of the hour, agenda items #16, 19, and a portion of 21 were tabled for
discussion at the next Regular Meeting.

There being no further business to come before the Board, the meeting was adjourned at 9:10 p.m.

Respectfully submitted,

Windsor Chacey
Secretary/Treasurer
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NOTICE IS HEREBY GIVEN that a Work Session, Regular Meeting, and Public Hearing of
the Board of Directors of the Pagosa Area Water and Sanitation District have been
scheduled for Tuesday, November 14, 2006. The Work Session is scheduled for 5:30
p.m. Notice is further provided that the Regular Meeting scheduled at 6:30 p.m. has
been changed to 6:00 p.m. The Board of Directors will immediately enter into
executive session for the purposes of discussion of negotiation matters related to land
acquisition and other matters subject to negotiation pursuant to Sections 24-6-
402(4)(a) and 24-6-402(4)(e), C.R.S. The Board is expected to convene to open
session at 6:30 p.m. The meeting will be held at the District’'s administrative office
located at 100 Lyn Avenue, Pagosa Springs, Colorado. Proposed Agenda is as follows:

arONE

6.

7.
8.
District

9.
10.
11.
12.
13.
14.
15.
16.

Call to Order

Executive Session Pursuant to Sections as Described Above

Reading and Approval of Minutes

Public Comment

Construction/Projects Update
Stevens Reservoir — Relocation of Utilities
Staff Reports

Consideration of Property Acquisition Agreement and Inclusion Amendment with
Humane Society

7:00 p.m. — Public Hearing for Proposed 2007 Budget

Discussion of Acquisition of Easement from Upper San Juan Health Service

Discussion of Joint Utilities Committee Easement Policy

Request from Pam Morrow for Discussion of Coyote Cove Subdivision
Consideration of Agency Services Agreement with T. Charles Wilson

Notice of Appeal of Trout Unlimited — Dry Gulch Water Rights Case
Consideration of Investment Policy

Consideration of Policy for Determining Cost Participation for New Development
Financial Report

Any Other Business Brought Before the Board Will Be Duly Considered.

PAGOSA AREA WATER AND SANITATION DISTRICT

By_/s/ Carrie S. Campbell

For the Board of Directors

SEAL



PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING AND PUBLIC HEARING
November 14, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Chairman Karen Wessels at 6:00 p.m. on Tuesday, November 14, 2006. Other Board members in
attendance were Steve Hartvigsen, Harold Slavinski, and Windsor Chacey. Staff members Carrie
Weiss, Gene Tautges, Art Holloman and Michelle Tressler were present.

A motion to enter into executive session at 6:01 p.m. for the purposes of discussion of negotiation
matters related to land acquisition and other matters subject to negotiations pursuant to Sections
24-6-402(4)(a) and 24-6-402(4)(e), C.R.S. was made by Harold Slavinski. The motion was
seconded by Steve Hartvigsen and carried by unanimous vote of approval.

The Board of Directors returned to a work session at 6:15 p.m. and Karen Wessels called the
Regular Meeting to order at 6:30 p.m.

Chuck McGuire, Pagosa Springs SUN, was present for the meeting.

The minutes of the Special Meeting held October 19, 2006 were reviewed. A motion was made by
Steve Hartvigsen and seconded by Windsor Chacey to approve the minutes as presented. The
motion passed by a voice vote of approval. The minutes of the Regular Meeting held October 24,
2006 were reviewed. Karen Wessels indicated that discussion regarding a program to encourage
the installation of instant hot water heaters should be considered and had also been discussed
during Denise Rue-Pastin’s presentation. It was also noted that Bob Huff’s motion to approve
financial participation with the Pagosa Lakes Property Owner’s Association in the Lake Pagosa
Water Quality Enhancement Basin should be clarified to include one-half participation and
Windsor noted that other financial participants are being sought as well. Steve Hartvigsen made a
motion to approve the minutes with those notations. The motion was seconded by Windsor
Chacey and passed unanimously. The minutes from the Special Meeting held November 1, 2006
jointly with the San Juan Water Conservancy District were reviewed. A motion was made by
Steve Hartvigsen and seconded by Harold Slavinski to approve the minutes as presented. The
motion passed unanimously.

Harold Slavinski made a motion to excuse Bob Huff due to illness. The motion was seconded by
Windsor Chacey and passed with a voice vote of approval.

Chairman Karen Wessels asked for public comment. None was offered.
The following construction/projects update was offered:

Regarding the Enlargement of Stevens Reservoir, Carrie Weiss reported that approximately 2400
feet of power line requires relocation at a cost of $45,432 with the District being responsible for
digging and backfilling the ditch. A motion was made by Harold Slavinski and seconded by
Windsor Chacey to grant the easement to La Plata Electric Association. The motion passed
unanimously. The legal description for the easement was being prepared and Mrs. Weiss asked
that the Directors authorize the Chairman to execute that document on behalf of the District when
it was complete. A motion was made by Harold Slavinski and seconded by Steve Hartvigsen to



authorize the Chairman to execute the easement document and pay La Plata Electric Association
$45,432 for the relocation of this power line. The motion passed.

Carrie Weiss also reported that a small section of land is needed from Fairfield Resorts and that
she was working with Steve Thull on that matter. Mrs. Weiss indicated that work was in progress
to identify the areas needed from Mr. Tom Smith and also which areas the District may be able to
release. Other property is needed from Dale and Deanna Hockett for the spillway. Mrs. Weiss
also reported that Mike Davis, Davis Engineering Services, Inc., was finally able to run the Hydro-
Model utilized by the Division of Water Resources to calculate the maximum precipitation event.
The model indicated approximately a 30% reduction of the spillway area which is now projected
to be 238 feet. Cost comparisons are being made to determine if roller compacted concrete should
be used. It is anticipated that pre-qualification specifications for contractors will be completed
soon with a target date for those reviews by January 15, 2007 and possible bid opening by
February 15, 2007.

Staff reports were reviewed.

The Board considered the Property Acquisition Agreement and Inclusion Amendment being
negotiated with the Humane Society. Karen Wessels indicated concern that Sections 27 and 28 did
not clearly state the consequences for delay should the property be not vacated by June 30, 2007.
After discussion and in the essence of time, it was the consensus of the Directors that Carrie Weiss
could obtain clarification from legal counsel, report the result to the Board by phone and obtain a
vote that could be ratified at the next regular meeting. A motion was made by Harold Slavinski
and seconded by Steve Hartvigsen to authorize the Chairman to execute the agreement once
clarification regarding the consequences for hold-over had been obtained. The motion passed
unanimously. Mrs. Weiss indicated that she had spoken with Pagosa Fire Protection District Fire
Chief, Warren Grams, and that it would not be possible to use the demolition of the existing
structure as a fire training exercise.

Chairman Karen Wessels called the Public Hearing to order regarding the proposed 2007 Budget
at 7:00 p.m. Michelle Tressler summarized the changes made since the Budget Workshop held
November 1, 2006 (copy attached). The current Budget revision indicated an increase in operating
costs of approximately 11% for the Water Enterprise Fund 7.5% for the Wastewater Enterprise
Fund. Ms. Tressler presented graphs for each of the Enterprise Funds and the General Fund to
illustrate the percentage of the major classifications of costs for each Fund. The resulting
projected change to service charges followed closely with the increase in operating costs and
resulted in a suggested increase to $9.00 minimum monthly service charge per equivalent unit and
increasing rate tiers of $2.50/1,000 gallons ($.30 increase), $5.05/1,000 gallons over 8,001 gallons
(%.60 increase) and $6.00/1,000 gallons over 20,001gallons per eu ($.60 increase) for water service
charges. For Wastewater service charges, an increase of $2.00 per equivalent unit for the
minimum monthly service charge was suggested. Carrie Weiss indicated that direction was
needed from the Board regarding the annual cost-of-living increase to be applied to 2007 salaries.
Mrs. Weiss reported some comparisons from; The Bureau of Labor (Denver/Boulder) 3.75%, the
Pagosa Fire Protection District 3.85%, Archuleta County 4.0%, Town of Pagosa Springs 3.4% and
Pagosa Lakes Property Owner’s Association 3.75%. After discussion a motion was made by
Harold Slavinski and seconded by Windsor Chacey to allow a 3.75% cost-of-living allowances to
be added to all District salaries effective January 1, 2007. There were no comments from the
public. Karen Wessels applauded staff efforts and indicated that they had done a commendable job
in planning and preparation of the proposed Budget. The Public Hearing was closed at 7:37 p.m.



Carrie Weiss indicated that an easement from the Upper San Juan Health Service District may be
in the best interest of the District for future planning but that specific information would not be
available until the next meeting. The matter was tabled.

The Joint Utility Committee easement policy was discussed. Gregg Mayo reported that the
agencies involved were working toward a policy that would be a guideline for the installation of
public utilities for all future development. It was recommended that a 20 feet overall easement be
dedicated for the installation of utilities, in addition to the 10 feet of road right-of-way. Each
utility would be assigned an area within the 20 feet. Mr. Mayo indicated that a draft would be
available by the end of the following week and he anticipated that the Committee would adopt the
policy at its next regular meeting. Karen Wessels pointed out that a policy for utility installation
within public easement had been discussed for a long time and that enforcement would still remain
a major issue for any successful policy. Steve Hartvigsen requested that Mr. Mayo suggest that re-
seeding of disturbed ground be considered by the Committee as well. It is currently the District’s
position that re-seeding should be done after construction to assist with erosion control and
discourage the growth of noxious weeds. Mr. Hartvigsen indicated that all effected utilities should
agree to the same principals regarding re-seeding. Mr. Hartvigsen made a motion to have Mr.
Mayo present that request to the Committee for consideration. The motion was seconded by
Windsor Chacey and passed unanimously.

The Directors discussed a letter from Pam Morrow regarding her concerns with the Coyote Cove
Subdivision (copy attached). Windsor Chacey indicated that she had discussed this subdivision
with Gregg Mayo and also had concerns regarding run-off contamination due to the proximity of
Hatcher Lake, a major water reservoir for the District. Previous correspondence from the District
to Archuleta County Planning Department had noted these concerns. Carrie Weiss indicated that
this subject could be added to the list of concerns to discuss with the County Commissioners in the
upcoming semi-annual meeting.

An Agency Agreement with T. Charles Wilson Insurance Services was reviewed. Steve
Hartvigsen pointed out that the full agency fee would be payable even if, for some reason, the
services were terminated during the policy year. Given the performance of this firm in the past
and at the recommendation of staff, it was determined to not be a large concern. A motion was
made by Steve Hartvigsen and seconded by Harold Slavinski to accept the Agreement and
authorize the Manager to execute it. The motion passed unanimously.

Carrie Weiss informed the Directors that a Notice of Appeal had been filed by Trout Unlimited in
the Dry Gulch Water Rights Case. Mrs. Weiss indicated that the Supreme Court would decide to
hear the case, uphold the District Court ruling or send the case back to District Court with
comments. The process could take well over a year and Mrs. Weiss indicated that it would entail
more costs and time commitment on the part of the District.

The Board considered revisions to the Investment Policy. Several suggestions were made
regarding the consistency and capitalization of the term Investment Officer as well as redundancy
in the section dealing with the maximum maturities. Karen Wessels also indicated that naming the
Investment Officer in the Resolution was redundant considering the specification within the policy
itself. No action was taken and the policy was tabled for consideration with the recommended
changes at the next meeting.



The Policy for Determination of the Infrastructure Cost Obligation of New Developments was
considered. Gene Tautges summarized the process by which this policy was developed based
upon the prioritized 2040 Capital Plan. Steve Hartvigsen had several suggestions and
recommended re-wording Exhibit A to clearly define new development and its effect on the
existing water infrastructure once, and at the beginning of the document. Mr. Hartvigsen offered
to craft this wording for consideration at the next meeting. Mr. Tautges suggested that a similar
policy be developed to address concerns regarding impact to the wastewater system based upon the
2040 Capital Plan for that system. The Directors concurred and the matter was tabled for further
consideration in December.

Michelle Tressler reported that the three Certificates of Deposit would be maturing at the Bank of
the San Juans as well as a GSE bond with Wells Fargo Brokerage. Ms. Tressler sought permission
to reinvest these funds at the most attractive rate offered by banks in the local area and report the
results at the next regular meeting. Ms. Tressler also reported that work continues on the 2040
Financial Plan being prepared by Stan Bernstein, Bernstein and Associates, and that a draft is
anticipated for review at the December meeting.

Karen Wessels inquired regarding any progress toward finding a qualified firm to perform an
organizational audit for the District. Carrie Weiss indicated that she hoped to have more
information regarding that project shortly.

Carrie Weiss reported that 310 connections had been completed to date compared to 272 in 2002
which had previously been the highest year for number of connections. She also reported that an
additional 359 connection permit requests had been submitted that were not accomplished in 2006.
Ms. Weiss suggested that some of these connection requests may be speculative and requests for
refunds for some of these could be anticipated; however, depending upon the number of additional
connections received in 2007, thought may have to be given to adding more staff or sub-
contracting this work out.

There being no further business to come before the Board, the meeting was adjourned at 8:55 p.m.

Respectfully submitted,

Windsor Chacey
Secretary/Treasurer



PAGOSA AREA WATER AND SANITATION DISTRICT )
)
ARCHULETA COUNTY ) S.S.
)
)

STATE OF COLORADO

NOTICE OF WORK SESSION AND REGULAR MEETING

NOTICE IS HEREBY GIVEN that a Work Session and Regular Meeting of the Board of Directors of the
Pagosa Area Water and Sanitation District have been scheduled for Tuesday, December 12, 2006, at 5:30
p.m. and 6:30 p.m. respectively. The meeting will be held at the District’s administrative office located at
100 Lyn Avenue, Pagosa Springs, Colorado.

Proposed Agenda is as follows:

Call to Order
Reading and Approval of Minutes
Public Comment
Construction/Projects Update
a. Enlargement of Stevens Reservoir
b. Hatcher Water Treatment Plant Improvements — Approve Purchase of Additional
Materials
c. Staff Reports
5. Presentation from ECO Resources, Inc. and Consideration of Inflow and Infiltration
Reduction
6. Consideration of Request from Knolls Property Owners Association for Assuming
Ownership of Wastewater System
7. Ratify Agreements with M. J. Enterprises for Installation of Main Water Line and Force
Sewer Main
8. Consideration of Request of Abandonment of Utility Easement from H. J. and
Kathleen Jackson
9. Ratify Acquisition Agreement and Inclusion Amendment with Humane Society
10. Consideration of Policy and Resolution Adopting Policies for Determining the
Infrastructure Costs to be Borne by New Development Seeking Connection to the
District’s Municipal Water System
11. Consideration of Policy and Resolution Adopting Policies for Determining the
Infrastructure Costs to be Borne by New Development Seeking Connection to the
District’s Municipal Sewer System
12. Consideration of Investment Policy
13. Consideration of 2007 Budget and Related Documents and Certification of Mill Levies
14. Consideration of Revised District’s Technical Construction Specifications
15. Consideration of Financial Plan and Amended Proposal from Stan Bernstein and Assoc.
16. Discussion of Correspondence from Cathy Justus Regarding Use of Alum in Water
Treatment Process
17. Discussion of 2007 Goals
18. Any Other Business Brought Before the Board Will Be Duly Considered.
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PAGOSA AREA WATER AND SANITATION DISTRICT

By /s/ Carrie S. Weiss
For the Board of Directors




SEAL
PAGOSA AREA WATER AND SANITATION DISTRICT
MINUTES OF THE REGULAR MEETING
DECEMBER 12, 2006

The Regular Meeting of the Pagosa Area Water and Sanitation District was called to order by
Chairman Karen Wessels at 6:30 p.m. on December 12, 2006. Other Board members in
attendance were Steve Hartvigsen, Harold Slavinski, Bob Huff and Windsor Chacey. Staff
members Carrie Weiss, Gene Tautges, Art Holloman and Michelle Tressler were present.

Members of the public were present for the meeting as indicated on the attached list.

The minutes of the Regular Meeting held November 14, 2006 were reviewed. Harold Slavinski
made a motion to approve the minutes as presented. The motion was seconded by Windsor
Chacey and passed unanimously

Chairman Karen Wessels asked for public comment. None was offered.
The following construction/projects update was offered:

Regarding the Enlargement of Stevens Reservoir, Carrie Weiss reported that LaPlata Electric
Association is preparing the easement document (they require specific language) for the District
to convey the easement for relocating approximately 2400 feet of power line; depending on
weather, construction could commence after the first of the year with the District doing the
trenching. Regarding the portion of property needed from Fairfield Communities, Inc., the
corporate office is handling that and Mrs. Weiss is waiting for a response on the status. A letter
(copy attached) to Tom Smith detailing property exchanges by both the District and Mr. Smith
was reviewed. Mrs. Weiss explained that the process has been very complex in identifying
lands, particularly those related to the former Rosgen property that was subject to a 1992
agreement between the District and Dave and Kae Rosgen. Mr. Smith purchased the Rosgen
property so negotiations are with him.

Gene Tautges requested authorization to include approximately $12,000 for replacement of
valves and installation of a flow meter in the Hatcher Water Treatment Plant upgrades. An
estimated $200,000 from Capital Investment Fee revenue was approved by the Board in May,
2006, to include ultraviolet disinfection technology during the construction of the
GACI/Clearwell project. Mr. Tautges explained that once actual costs were determined, the
amount needed was approximately $18,000 under the $200,000 authorized and that difference
could be a source of funding for the above request. After discussion a motion was made by
Steve Hartvigsen and seconded by Harold Slavinski to approve the expenditure. The motion
carried.

Staff reports were reviewed.

Wayne LaDouceur, representing ECO Resources, Inc., addressed the Board. Mr. LaDouceur and
his associate Jeremy John expressed interest in bidding on upcoming 2007 wastewater system
repairs, including cleaning and televising main lines. Mr. LaDouceur had met with staff during
the day and reviewed the various types of repair systems available as well as the scope of the



District’s needs. Bid documents for considering this type of work for 2007 will be prepared by
Briliam Engineering.

A letter of request from Dr. H. Pat Artis, representing the Knolls Property Owners Association,
for consideration of accepting the wastewater system for District ownership and maintenance
was considered. Although the water lines and appurtenances belong to the District, the
wastewater system was never accepted for ownership due to construction inadequacies. Jeff
Schmidt, a property owner in the development, addressed the Board. Mr. Schmidt indicated that
the property owners were in the process of having recommendations prepared by Davis
Engineering Services, Inc., and if feasible, desired to make repairs and improvements to conform
to District specifications. The consensus of the Directors was that if the wastewater system
serving the subdivision could be brought up to District specifications, the system could be
considered for ownership and maintenance by the District.

In the essence of time, the Directors had been phone-polled regarding approval of Agreements
with M. J. Enterprises for installation of a main water line on 2" Street ($19,000) and force
sewer main line at Mallard Point ($42,500). A motion was made by Bob Huff and seconded by
Windsor Chacey to ratify the agreements and authorize staff to execute the documents. The
motion passed unanimously.

A letter of request to consider abandonment of an easement from H. J. and Kathleen Jackson was
considered (copy attached). Staff research indicated no negative impact in granting this request
as utilities are provided to adjoining properties through the alley in another easement. A motion
to allow the abandonment was made by Windsor Chacey and seconded by Bob Huff. The
motion passed unanimously.

Robbie Schwartz and Gary McNaughton, representing the Humane Society, had joined the
Directors in a workshop setting prior to the Regular Meeting to discuss concerns expressed by
the Humane Society Board of Directors regarding the revised language in section 27 of the
Property Acquisition Agreement and Inclusion Amendment, specifically the leaseback of the
facilities and indemnification of the District by the Humane Society. Carrie Weiss indicated that
when the agenda was prepared, it was anticipated that the Directors could ratify approval of this
document, after having been phone-polled, noting that this is a time-sensitive issue. Since these
concerns were recently expressed, Mrs. Weiss was directed to obtain newly drafted language for
section 27 and provide that to Mrs. Schwartz for presentation to the Humane Society Board at a
Special Meeting.

The Directors considered the Policy for Determination of the Infrastructure Cost Obligation of
New Developments Seeking to Connect to the PAWSD Water System and the corresponding
Resolution. Gene Tautges briefly reviewed the process through which this policy was
formulated, having been discussed at several previous meetings, and thanked Steve Hartvigsen
for crafting the language of the current draft. After discussion, a motion was made by Bob Huff
and seconded by Steve Hartvigsen to adopt the Resolution. The motion passed unanimously.

The Directors considered the Policy for Determination of the Infrastructure Cost Obligation of
New Developments Seeking to Connect to the PAWSD Sewer System and the corresponding
Resolution. The Directors discussed the policy and made several recommendations. It was also
noted that for consistency and clarity, formatting should follow that of the water system policy.
Revisions and further discussion will be held at the January Regular Meeting.



The next item on the agenda was consideration of the Investment Policy. The Directors
reviewed the most recent changes and following additional comments, a motion was made by
Steve Hartvigsen and seconded by Windsor Chacey to execute the Resolution adopting the
Investment Policy with the additional revisions as reflected on the attached copy. The motion
passed with a voice vote of approval.

The Board then opened discussion regarding the proposed 2007 budget and certification of mill
levies. Carrie Weiss reported on the final 2006 Certification of VValues from the Archuleta
County Assessor, copies attached, in the amount of $95,837,560 for District 1 and $82,755,149
for District 2. The proposed mill levy for District 1 is recommended at 14.64 mills, of which
6.09 mills for operating expenses and 8.55 for general obligation bonds and interest. The
proposed mill levy for District 2 consisted of 6.339 mills, 1.949 for operating expenses and 4.39
for general obligation bonds and interest. The increase in assessed valuations for both District 1
and District 2 resulted in a debt service mill levy decrease of .22 for water and .28 for
wastewater. Further discussion and review of the budget followed. Mrs. Weiss stated that since
the budget was prepared, she had received a preliminary cost of approximately $25,000 for an
organizational audit of the District, which was substantially higher than anticipated. Other
consulting firms will be sought. She added that Randy Bishop determined to not leave
employment with the District and although his position was appointed to another employee, Mr.
Bishop may be able to fill another position. A motion was made by Bob Huff and seconded by
Harold Slavinski to adopt the 2007 budget and authorize the Chairman to execute the budget
Resolution and related documents. The motion passed unanimously. A motion was then made
by Steve Hartvigsen and seconded by Harold Slavinski to certify the mill levies to the Archuleta
County Board of Commissioners as presented. The motion passed with a voice vote of approval.
The Directors considered three rate increase scenarios intended to provide sufficient revenue
from water service charges to compensate for increases in the operating costs of the Water
Enterprise Fund. Michelle Tressler stated that an increase to the wastewater service charge of
$2.00 per equivalent unit will satisfy the increase in operating costs within the Wastewater
Enterprise Fund. After discussion, a motion was made by Bob Huff to increase the water
minimum monthly service charge per equivalent unit from $8.00 to $9.00 and to increase the rate
tiers as follows: $2.70/1,000 gallons ($.50 increase), $5.15/1,000 gallons over 8,001 ($.70
increase) and $6.10/1,000 gallons over 20,001 gallons per eu ($.70 increase). The motion also
included the $2.00 per equivalent unit increase for the wastewater monthly service charge, noting
that both rate increases will be effective with the May/June meter reading period. Windsor
Chacey seconded the motion and it passed unanimously.

Revised District Technical Construction Specifications were reviewed, copy attached. Harold
Slavinski made a motion to approve the revisions. The motion was seconded by Steve
Hartvigsen and passed unanimously.

Michelle Tressler presented a draft of the 2040 Financial Plan being prepared by Stan Bernstein
and Associates. Brief discussion of how the document was organized followed, noting that
further revisions would be made prior to presentation at the January Regular Meeting.

Michelle Tressler also reported that a GSE Bond with Wells Fargo Brokerage and a Certificate
of Deposit with Bank of the San Juans matured and $1,000,000 of those proceeds were placed
with Rio Grande Savings and Loan Association for six months at 5.40% APY. Two other CD’s
matured with the Bank of San Juans and they were reinvested there for one-year at 5.50% APY.



The Directors discussed a letter from Cathy Justus (copy attached). Gene Tautges reported that
alum is a secondary contaminate, the testing for which is not required at this time. Mr. Tautges
indicated that the District has tried other coagulants over the years and that alum is a standard
practice in the water industry and that it works well here. The Directors agreed that the District
should continually be looking at improvements to the water treatment process which would
improve water quality. Mr. Tautges indicated that he would respond to Mrs. Justus’s concerns
and copy the Directors with his reply.

The Directors discussed some goals for 2007. Improving community education through utilizing
different types of communication was discussed. It was noted that by providing a variety of
forums for information, more people may be able to absorb important information about the
District. Publishing key documents on the web site, summarized or bulleted to relay key
information, may also prove helpful.

A Joint Meeting with the San Juan Water Conservancy District was scheduled for January 8,
2007 at 4:00 p.m.

There being no further business to come before the Board, the meeting adjourned at 9:00 p.m.

Respectfully submitted,

Windsor Chacey
Secretary/Treasurer





