
BIG SKY WATER & SEWER DISTRICT NO. 363

Regular Meeting Minutes - January 15,2013
WSD Community Room

The Big Sky CoimtyWater & Sewer District No. 363 held a regular meeting on Tuesday,
January 15,2013, in the WSD Community Room. President Packy Cronin called the meeting to
order with the following Board members present: Secretary Dick Fast and Directors JeffDaniels
(left at 10:00 am), Les Loble, Brian Wheeler and William Shropshire (arrived at 8:40). WSD
staffpresent were Ron Edwards, Marlene Kennedy, Terry Smi&, Jim Muscat, and Peter Bedell.
Others present were Tom Reeves, BSOA representatives Mindy Nowakowski and Susan Scott,
and Gallatin Associates/Meadow Village Tract 5 representatives Jerry Scott and A1 Malinowski.

PUBLIC FORUM

President Cronin called for public comment at 8:32 am. Susan Scott stated that BSOA was
notified by owners who have concerns regarding the ordinance amendments and asked the board
to extend the commentperiod due to the short notice given by the District for commenting.

With no further public comment. President Cronin called the meeting to order at 8:34 am.

MEETING MINUTES

Director Loble moved to approve the minutes ofDecember 18,2013, as written. Director
Wheeler seconded the motion. Motion passed, 5 yea votes to 0 no votes with President Cronin
voting,

FINANCIALS

Financial Reports: Smith reported that 4*^ quarter ended with revenue estimates on target. At
this point, both water and sewer are in the black with operatingrevenue at 108%and operating
expenses at 95%. According to Smith, going into 1^^ quarter the District looks good financially.-

Director Fast moved to approve the DecemberJinancials as presented. Director Daniels
seconded the motion. Motion passed, 5 yea votes to 0 no votes with President Cronin voting,

SRF Loan Certificates: Edwards reported that the paperwork for the bonds from 2004 was
closed out by DNRC. The last payment for the 20-year bonds will be in 2023.

AMEND AGENDA

Director Fast moved to amend the agenda to discuss the director appointment Director
Daniels seconded the motion. Motion unanimouslypassed,

DIRECTOR APPOINTMENT

President Cronin noted that at the last meeting a committee was appointed to interview two
candidates for the board appointment. As committee chair. Director Fast reported that Peter
Manka and Tom Reeves were interviewed with both candidates being very impressive. The
committee unanimously recommended to the board to select Tom Reeves to fill out the
unexpired term to the board. Director Fast asked that Edwards stay in contact with Peter Manka
for future service to the board. (Director Shropshire arrived at 8:40 am)

Director Fast moved to approve the appointment ofTom Reevesfor the one-year appointment
tofill the seat vacated by BillShropshire, Director Daniels seconded the motion. Motion
approved, 6yea votes to 0 no votes. Director Fast asked that Edwards send Peter Manka a
letter.
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MEADOW VILLAGE TRACT 5 PERMIT FEES

Edwards reported A1 Malinowski submitted a letter formally requesting that, whenthey build on
Meadow Village Tract 5, the development surcharge permit fees be waived in consideration for
their releasing unused SFEs back to the District per the ordinance amendments.

ORDINANCE 97-1001 THIRD READING DRAFT
In regards to Susan Scott's requestfor an extensionon the comment period, Edwards reported
that a formal public hearing had not been noticed as this is only required if the ordinance
amendments included a rate increase. The informational letter sent tocustomers with their 4^^ qtr
statement on the proposed amendments was the first formal notice regarding the ordinance
amendments. Edwards and President Croninstatedthat, instead of Table3.01 dictating building,
the objective ofthe amendments was to merge countyzoning with our permitting process,
thereby trying to allow building according to zoning if the property is in the District. If the
amendments are adopted as written, SFEs cannot be moved once the first permit is issued for a
property and any unused SFEs would revert back to the District. According to Edwards, this has
beenthe biggest issuewiththe amendments and is the situation withthe proposed development
for MeadowVillage Tract 5 and there are also a couple ofother properties that would have
excess SFEs for what could potentially be developed. Edwards reported that with the Madison
Countymaster plan approved,the District does have some comfortwith density allowed in the
mountain area. DirectorWheelerreportedthat Madison Countyhas its growthpolicy update in a
week. Edwards noted that the District did not receive the letters ofconcern to which Susan Scott
referenced as BSOA receiving. Scott clarified that the BSOA board has not had a chance to
reviewthe amendments and that they will meet this Friday.

Ai Malinowski stated that he summarizedtheir position in his letter dated January 8,2013, to the
District where he askedthe Districtto waivethe Boynesurcharge portionof the permitfees.
Theyare simply looking for the District to lookat the value of the SFEsthey are givingup and
are looking for a way to be compensated for the 25-30 SFEs they will not use as the District will
be getting the SFEs back for issuingpermits on other property. Malinowskinoted that Tract 5
property originally had 29 SFEs assigned and they paid more for the property with these SFEs,
plus they have since transferred SFEsfrom their meadowvillagecommercial project. They feel
that these SFEs have a value and their property has been appraised using the value of SFEs.
They do not want to lose their financial investment in these SFEs. President Cronin reportedthat
all SFEs on Tract 5 are encumbered with the Boyne surcharge and feels that the District should
be hesitant to unencumber the SFEs as that was part of a lawsuit and the District would be
messing with a court order if it doesn't collect on the encumbered SFEs. Director Loble
commented that he does not understand where the developers are being deprived ofvalue under
the amendments as they would make a return on their investment just ^ough developing their
property, thereby recapturing their investment. With the proposed change in the ordinance,
Malinowski sees urgency for them to either be compensated, or being able to move the unused
SFEs to another property. In the past, they have had the luxury ofbeing able to move SFEs after
they were done with the development. Edwards stated that ifAe 20+ SFEs are reverted to the
District they would be available to be issued somewhere else. Board members agreed that if
property is encumbered, then the SFE Boyne surcharge would have to be paid, if the property
was not tied back to the settlement then the surcharge would not apply. TTtis surcharge issue will
need clarification in the amendments. Jerry Scott noted that 17-18 years ago SFEs were
considered as gold and back then the board did not want the SFEs to be a commodity, but they
were as SFEs allocated to the property dictated the price ofthe property. By asking the
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District to waive the surcharge, Scott feels their idea was fair compensation to them for giving
unused SFEs back to the District. Scott said that they can go through the process to transfer the
SFEs to other property to protect their investment. As currently written. Director Shropshire
read that Section 4.4 ofthe ordinance requires that "from" and "to" land be owned for a year
before you can transfer SFEs. Edwards reported that this section of the ordinance was amended
a few years ago with the intent to eliminate the game oftransferring SFEs for development.
Scott believes that Edwards told them they would have the ability to transfer the SFEs to another
parcel. When asked where they would transfer SFEs, Scott stated that they would probably look
for a parcel on the mountain where the master plan is weak and they would delay building on
Tract 5 for a year. Director Fast noted that the transfer would not need to occur as this unknown
property would be approved for development ifthe property was in the District and the permit
application fit zoning, or the master plan. Director Reeves stated that it seems to him that the
District is taking away the value of an SFE through the amendments. President Cronin said
future permits would be granted ifthe development plan fits zoning, master plan, geography,
etc., and he doesn't feel that the District is devaluingproperty. With the Town Center openly
setting the price ofproperty with a specific number of SFEs, Director Fast asked what would
happen if someone bought land in the Town Center without their SFEs and then came to the
District for a permit to build what zoning allows. Director Wheeler feels that this is a transition
regarding the Scott/Malinowski request and the proposed amendments, and he is glad to see the
shenanigans of transferring SFEs go away. Edwards reported that with improvements to the
District's infrastructure that have been done over time, we are now able to do away with the
Table and go with zoning for permitting. Malinowski feels that the ordinance amendments do
impact the value of their property, but they are not married to their proposal and would consider
a proposal from the District. Scott stated that if it was just 1, or 2, SFEs they wouldn't be at this
meeting asking for compensation. According to Scott, they are unique as they have decided not
to develop to maximum capacity as allowed by zoning. Director Loble noted that Malinowski
picked $3,500 for compensation and asked how they came up that figure and how does the
Districtknow what that value really is. Malinowskisaid the number is somewhatarbitrary,but
they felt that the District would think their figure was reasonable compensation. Board members
discussed their concern about the precedence that would be set by compensating Scott and
Malinowski and the likelihood ofopening the door for others to ask for either cash
compensation, or credit compensation. Director Loble stated that the ordinance amendments are
a policy change and the board wants to get out ofthis artificial mess that was created by use of
Table 3.01. Edwards explained that as development pressure slowed it was a good time to
amendment the ordinance, but that the District will not be able to totally divorce tracking SFEs
as we have a settlement with Town Center and Boyne, and agreements with YC/Spanish Peaks.
Edwards reported that the District just wants to get close to what is allowed by zoning. Edwards
stated that this is the third reading of the amendments, but that the board does not have to
approve it at this reading. Director Shropshire stated that the issue with the amendments is
primarily the District's restriction ofnot allowing the transfer of SFEs once a permit has been
issued. The District does not want to monetize SFEs and Malinowski's proposal does just that.
To eliminate any requests for compensation. Director Shropshire suggested changing tiie
provision ofowning the property for a year and Edwards suggested an alternate change where
SFEs could be transferred when the project was completed, or built out. Director Wheeler feels
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that if the District had already amended the ordinance to stop the transfer train, why then would
the board want to open up reallocation and take a step back. Edwards feels that when a project is
started, it is easy to define, but completion is harder to define. Director Shropshire feels that
with changing the word "to," Scott/Malinowski could still transfer SFEs. Scott feels that under
this scenario, the District is still devaluing the SFEs and wanted to know why the District would
put any restrictions on transferring SFEs. Malinowski compared their SFEs to a liquor license
and reported that they have played by the rules in their acquiring and transferring SFEs and
asserted that they are losing value by the proposed amendments.

President Cronin stated the issue was at a crossroads.. .where the District wants to demonetize

the SFEs and Scott/Malinowski are trying to attach a price tag to SFEs. President Cronin
acknowledged that the main objectiveof the ordinanceand the amendments is to serve property
in the District.

MindyNowakowskiasked at what point do the original Boyne owned properties stop having a
surcharge applied, or does it go into perpetuity. Edwards explained that properties listed in the
settlement will always be required to pay a surcharge on SFEs. Director Wheeler reported that
Boyne property title reports state that the buyer has to check with Water and Sewer District for
fees. Director Wheeler suggestedthat the District may need to file paperworkon the surcharge
at some point.

Nowakowski reported on her perspective ofthe shortfall ofhow zoning density was assigned in
the canyon and feels that zoning would put a huge discretionon the board. (Daniels left meeting
at 10:00 am) Director Loble didn't feel that the board should let hypothetical situations stop the
District fi-om moving forward.

Directors Shropshire and Loble asked that a redraft ofthe ordinance be prepared with the change
in wording on the transfer of SFEs. Edwards will make a change on what qualifiesfor
reallocation under Sections 4.1 and 4.4 (either by defining what the end ofa project is, or
changing the wording on 4.1). TheBoard will address the ordinance at the next meeting.

SEWER OPERATIONS

Peter Bedell reported that the District recorded the second highest flows on record over
Christmasweek, with apeak of 638,000 gallons on December31,2012. Bedell also reported
that some equipment went down that had to be replaced, but everything is working now.
Edwards reported that the highest flows were in 2005.

WATER OPERATIONS

Muscat reported that the Meadow Village year-end production report is up due to the leaks, but
they have been fixed. Through the use of a master meter on the main service line to Park
Condos, a major leak was located under a garage and fixed. Muscat feels that the remaining
cooper line in Park Condos will fail at some point. President Cronin asked ifthe District should
budget for repair and replacement of the Park Condo line. Lone Moose had high flows with one
oftheir wells producing lots ofair. Yellowstone Club is getting their leaks down. The wiring
for the two new wells in the meadow is done and the wells will be online this summer once the

chlorination is addressed. According to Muscat, overall things are in order. The District has not
had any firozen water lines yet this winter, but they usually arise in April.
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/ j Water Rights: Edwards reported that he filed for 20-year extensions on two water rights for the
three wells in Aspen Groves and for the two wells in Lone Moose Meadows as the areas are not
fully built out. According to Edwards, DNRC should have no basis to object to the applications.
Edwards has talked to BSOA on the District's water rights in the middle fork and the money
BSOA set aside for dredging. Edwards is concerned with mountain well #7 and will file an
extension on that well this year. Edwards's concern is ifthe water rights was not correctly filed
for where the water is used, then it may be a problem. Without the District using as much water
as the water rights allow (the District didn't using any this year), Edwards is concerned ifthe
DNRC will cut back on water rights. With that concern, that is part ofthe reason why Edwards
has not submittedan application. PresidentCronin stated that ifthere is any doubt about having
the water rights reduced then his comfort level is gone. The District either needs to move ahead
with the BSOA's plan, or release BSOA from the project so that they can reuse their funds they
set aside for the project.

YC RECLAIMED WASTEWATER USE AGREEMENT

Director Shropshire stated that in the last meeting minutes, it was noted that treated wastewater
was not pumped to YC and this is setting precedence. Someday it will be a problem that YC is
not using reclaimed water for irrigation and the board needs to address this issue. Edwards noted
that YC is still obligated to increase their storage capacity.

PILOT SNOWMAKING PROJECT

Edwards reported that the snowmaking project is finished and the report was sent to DNRC.
Edwards feels that is was a good project. The conclusion is that containment ofrun offneeds to

w' be addressed unless a discharge permit is issued. Edwards reported that DNRC can now issue
discharge permits for snowmaking.

PROPOSED DEVELOPMETNS & SUBDIVIONS

Town Center Grocerv Store: Edwards reported that TD&H Engineering submitted general
paperwork for a grocery store proposal in the Town Center. Edwards did not know the size of
the store being planned as no specific paperwork for a permit has been submitted.

SEWER & WATER PERMITS

Edwards reported that no permit applications were received.

GENERAL CORRESPONDENCE

Smith reported that The Lodge (formerly Mountain Iim) amended their covenants and their 91
base charges have been reduced to 15. Mindy Nowakowski reported that this number may drop
even more ifLone Peak Management buys the remaining individual units.

BOARD APPOINTMENTS

Director Fast moved to appoint Director Loble as Vice President. Director Reeves
seconded the motion. Motion passed, 6 yea votes to 0 no votes with President Cronin
voting.

NEXT MEETING

The next Board meeting is tentatively scheduled for Tuesday, February 19,2013, at 8:30 am.
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The Big Sky County Water& SewerDistrictNo. 363 helda regular meeting on Tuesday,
February 19,2013, in the WSD Community Room. President PackyCronincalledthe meeting
to order with the following Board members present: Vice-President Les Loble, SecretaryDick
Fast, and Directors William Shropshire, Brian Wheeler,Tom Reeves, and Jeff Daniels (arrived at
8:40 am). WSD staff present were Ron Edwards, MarleneKennedy, and Terry Smith. Others
present were Tract 5/Gallatin Associates representative A1 Malinowski and BSOA representative
Susan Scott. District legal counsel, Susan Swimley, joined the meeting for the discussion
regarding Farmhouse Partners.

PUBLIC FORUM

With no public comment. President Cronin called the meeting to order at 8:34 am.

MEETING MINUTES

Vice-President Loble moved to approve the minutes ofJanuary 15,2013, as amended.
Director Reeves seconded the motion. Motion passed, 6yea votes to 0 no votes with President
Cronin voting.

FINANCIALS

Smithbriefly reviewed the budgetvs actual. Smithreported that the Districtis on targetfor
sewer and water, both being in the black and in line with what he expected.

Director Shropshire moved to approve the Januaryfinancials as presented. Vice-President
Loble seconded the motion. Motion passed, 6yea votes to 0 no votes with President Cronin
voting.

CreditCardPavments: Smithprovidedan updateon the use of the credit card paymentsystem
where the District now has about 140 users paying by credit card. The District has collected
about$16,000 in water and sewer fees, plus the 3% convenience fee. Twenty-four customers
have set up their accountto be paid automatically with a creditcard. Edwardsreportedthat the
board had made a decision that the District would cover the $1,200 annual subscriptionfee for
the first year. The board will have an opportunityto reviewtheir annual contract and can change
to the other the option that allows the credit card company to sell add space to offset the 3% fee.
(Director Daniels arrived at 8:40) Edwards willput the credit cardfee issue on the agendafor a
discussion point at afuture meeting. President Cronin noted that the board initiallydecided to
not use advertising as they did not want to appear to be endorsing any entity that may advertise.

ORDINANCE AMENDMENTS—Third Reading Draft
Edwards reported that he received one comment from Jack Sukin, but Sukin's letter had no
relevancy to the draft ordinance amendments in that Sukin wants well drilling in the District
allowed. Edwards reported that he met with Jerry Scott and A1 Malnowski and they expressed
their perceived unfairness ofproviding building capacity for properties that have not been paying
into the system. President Cronin reported that at the time the table was created, if a property
owner did not come to the District asking for development capacity, they weren't included on the
table created by the contracted engineers. Vice-President Loble stated that a utility has an
obligation to serve properties in their boundaries and it shouldn't mean anything just because
property was not included on a table. President Cronin reiterated that property needs to be
served if it is the District. Edwards explained the situation where the grocery store wants to
build apartments over its store but there
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are no SFEs to allow the change in use even though zoning allows it. Director Wheeler reported
that properties (i.e. Olson properties) have been bought and sold according to development
capacity as known in the ordinance and the sale price has reflected the SFE allocation. The
board recognizes that the ordinance was the mechanism for restrictions in development. Director
Fast felt that with the ability to transfer SFEs, properties were not undevelopable. Referencing
Malinowski's letter from January, Edwards asked ifthe requested value of $3,500 credit per SFE
was reasonable. Edwards noted that he rewrote the reallocation section 4.1, allowing a two-year
timeline to transfer the SFEs once the first permit is issued. Edwards will clarify that SFEs
cannot be reallocated to another ownership interest, maybe byjust deleting "or ownership
interest." President Cronin cautioned that the board cannot just open the boundaries of the
District and asked Malinowski if there is a parcel of land that he is thinking about transferring
the SFEs to other than Section 27. Director Wheeler reported that properties in the town center
are sold according to the total SFEs the buyer wants and asked what would happen ifproperty
was bought from Simkins without SFEs and then the property owner came to the District to
build. Malinowski stated that they are trying to find a way to be compensated for the value of
the SFEs they paid for and are also trying to find a way to use their SFEs. Malinowski asked
what criteria the board will use to assign SFEs when people want to build. Malinowski reported
that they want to hold the SFEs and use them themselves, but came up with the $3,500 per SFE
value if reverting SFEs to the District. Vice-President Loble noted that Malinowski and Scott
made their decision on the number of SFEs they are using in developing Tract 5, the District has
not dictated what they can develop, or the amount ofSFEs they use. Vice-President Loble
reported that governmental agencies do change policy in various governmental situations.
Agreeing with Vice-President Loble, President Cronin asked Malinowski ifhe had a bill of sale
for the SFEs and stated that by Malinowski creating what he thinks is a commodity for the SFEs
isn't the District's problem. President Cronin stated that it is the District's obligation to serve
property in the District. Edwards said the District is trying to avoid any lawsuits by amending
the ordinance to allow the District to serve all properties in the District. Edwards noted that the
additional SFEs parked on Scott and Malinowski's Tract 5 is what is creating the problem. Most
board members stated that the District shouldn't be rewriting the proposed amendments to
accommodate a single party and doesn't see that there will be any point in transferring SFEs in
the future with the ordinance amendments. With dl board members in agreement, the ordinance
will be written to allow a two-year sunset for reallocating SFEs and then it goes away. President
Cronin directed Edwards to draft language that creates a two-year sunset andpresent it to the
boardfor possible adoption at the next meeting. Vice-President Loble directed Edwards to have
the language drafted and distributed to the board within 10 days. Edwards stated that he needs
to think about the down sides of lifting the one-year land ownership requirement. Vice-President
Loble felt that the board can circulate their thoughts on the draft, but the board members cannot
get into a discussion. President Cronin recommended that board members send comments to
Edwards so that he can incorporate their thoughts in the rewrite. Malinowski thanked the board
for giving them an opportunity to do something with SFEs before the District changes the rules.
Edwards reported that he did not receive any comments from Susan Scott/BSOA. It is the intent
ofthe board to adopt the amendments at the next meeting. Edwards stated that the second step to
serving all properties already in the District is by expanding the debt service/bond jurisdictional
areas and adding those properties to the tax rolls.

^ AMEND AGENDA
Vice-President Loble moved to amend the agenda to address Farmhouse Partners (item 6),
Director Daniels seconded the motion. Motion unanimously passed.
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^ . FARMHOUSE PARTNERS
Edwards noted that by the District putting the PIC fees on the tax rolls that put the District ahead
of the bank. The bank pointed out that with the terms ofthe original agreement with Farmhouse
partners the District cannot be ahead of the bank. The PIC fees were reversed from the tax roles
as Susan Swimley felt that we had no legal standing. Director Wheeler reported that Boyne has
over a quarter million setting on the land and they are also going forward for collection and it
will get more clumsy and messy. Edwards stated the one option the District has is to shut off
service until the PIC fees are paid. Swimley reported that she has told the bank that the service
will be shut offto the building until the fees are paid. Edwards noted that the District is serious
about getting paid for the PIC fees, but that the bank has to get paid before the District.

Vice-Fresident Loble moved to instruct the District's attorney to file a document of record
on Farmhouse Partners to indicate the amount owed the District and unless the amount is

paid the water and sewer service will he shut off on the auction date. Director Wheeler
seconded the motion. The hoard discussed setting a date for payment. Motion
unanimously passed. Swimley willprepare a one page document to record this week.

Edwards informed Swimley that he will be working with her on the ordinance amendments that
will allow a two-year sunset for transferring SFEs with the rest of the ordinance going into effect
at adoption. Vice-PresidentLoble directed Edwards and Swimleytoprepare and distribute the
draft document to the board within 10 days.

THE LODGE

Edwards noted that The Lodge has aggregated most of their units.

SEWER OPERATIONS

Edwards reviewed Burroughs flow reports noting that we have the same year to date flows as last
year. Edwards reported on the pump retrofitting and stated that two new replacement pumps will
be ordered. Edwards will talk with Armstrong/Dowl HKM later this week about the engineering
that he is doing at no charge to the District.

Spotted Elk Sewer Rehab Project: Edwards reported that the problem with the sewer line is
mostly infiltration and he and Burroughs will be meeting with engineers to review the plans.

WATER OPERATIONS

Edwards reported that water production is up 700,000 gallons for the month in January.
According to Director Wheeler, this increase would be consistent with Bojme's house count
being up and with the skier count also being up 20,000. Edwards noted that keeping up with
water demand is only a problem in the summer when there is irrigation.

Consumer Confidence Report: As required by DEQ, the District must send its customers an
annual consumer confidence report. According to Edwards, the District will be able to satisfy
this requirement by referencing the CCR availability on its website via the next quarterly
statement to District customers.

Meadow Wells 4 & 5 Project: Edwards reported that the motor control panels for the two new
wells will be installed this week. Edwards will be trying to compromise with DEQ on what they
will require for disinfection and offer to disinfect just new wells 4 and 5. Edwards wants to get
to a position where the District can run the wells when needed, i.e. during high demand in the
summer months.
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SEWER & WATER PERMITS

Edwards reported that no new permits were issued this last month. Edwards reported that he met
with Lilly Lopker regarding their concern about the District's change from calculating SFEs by
bedrooms and bathrooms to square footage and them not having sufficient SFEs for build out at
Cascade Ridge. Edwards reported that he told Lilly Lopker that as long as they are building out
Cascade Ridge with the same plans, the District would approve their permit applications.
Edwards also reported that Lilly Lopker were looking into the sale of the Spanish Peaks
development. Edwards noted that the auction date for Spanish Peaks is in early March.

YELLOWSTONE CLUB

Edwards talked about YC not using treated wastewater and wondered ifwe should force then-
hands on this issue. With the ownershipof Spanish Peaks and Lone Moose being split from YC,
YC's commitment for wastewater use storage capacity may be a problem. Edwards feels that the
District is lookingat a disturbing trend with YC not using the wastewaterpumped to their pond,
which ties to the SFEs for capacity for Spanish Peaks and Lone Moose. Edwards suggested that
the District look at reducing the number of SFEs available to Lone Moose. Director Shropshire
wants the District to put YC on notice regarding the use oftreated wastewater.

RESORT TAX TOWN HALL MEETINGS

Edwards suggested possibly asking for about $200,000 in resort tax funding to offset
infrastructure depreciation costs. Vice-President Loble reported that the resort tax board is
looking towards the future and has a bill before the legislature to provide the resort tax district
the ability to issue bonds for infrastructure.

GENERAL CORRESPONDENCE

There was no general correspondence that required board action.

NEXT MEETING

The next Board meeting is tentatively scheduled for Tuesday, March 12,2013, at 8:30 am. Vice-
President Loble asked that the ordinance amendments be sent out earlier than the 10 days
originally askedfor. The board directed Edwards to have the YCwastewater use on the next
board meeting agenda.

ANNUAL DINNER

Edwards suggested March 8 for the annual dinner and has talked with Curley Shea.

ADJOURNMENT

Director Wheeler moved to adjourn the meeting at 10:48 am, Vice-President Loble seconded
the motion. Motion unanimouslypassed.

fckFasL^cretary

2-19-13. min (Board Approved 3/12/13)



WSD 363 Meeting Minutes of March 12,2013
Page 4 of4

I , amount owed (promissory note and water and sewer fees) to bring the account current. Smith
reported that Farmhouse owes the District approximately $146,000. President Cronin felt that
the District should not allow an additional extension for payment beyond what would be
reasonable to get the payment request processed and the check written. Smith reported that some
other entity had paid the Farmhouse taxes last year. As a courtesy. Vice President Loble
suggested that Smith report the tax payment to Dabney.

SPANISH PEAKS PARTNERS

Edwards distributed bankruptcy court documents on the notice ofsale and bidding procedures
regarding Spanish Peaks that specify a hearing date ofJune 3,2013.

SEWER & WATER PERMITS

There was permit activity for the board to review.

RESORT TAX APPLICATION

Edwards suggested three possibilities for resort tax applications: 1) Requesting $100,000 for
bond debt instead ofthe $300,000 requested and denied last year. This would provide a small
tax relief to property owners. 2) Submitting an application for cost sharing ofasset depreciation
as the resort tax district board has discussed funding depreciation through the creation of some
sort of sinking fund. This would offer a relief to rate payers, not just property owners. 3)
Through collaboration with BSCC, submit an application with a 50% cost share to purchase the
16-acre parcel below the treatment plant. This would provide a buffer zone around the treatment
plant/ponds and provide possible expansion ofwalking paths and parking for the community
park.

Vice-President Loble stated that he liked the third proposal ofbuying land together with the
BSCC as the resort tax district is sensitive to the idea ofcollaboration and looks favorable toward

joint efforts. The board liked the idea of creating a buffer zone around the treatment plant and
having the entry corridor property going to a public entity.

The resort tax schedule is April 3 for the deadline for submittal ofapplications. May 8 for their
question and answer meeting, and June 12 for their appropriations meeting.

GENERAL CORRESPONDENCE

Edwards distributed snowpack reports for board information only.

NEXT MEETING

The next Board meeting is tentatively scheduled for Tuesday, April 16,2013, at 8:30 am.
Edwards will confirm with Swimley on her availability to attend the meeting.

ADJOURNMENT

VicePresident Loble moved to adjourn the meeting at 10:09 am. Director Wheeler seconded
the motion. Motion unanimouslypassed.

a. Secretary

3-12-13. min (Board Approved 4/16/13)
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Regular Meeting Minutes - March 12,2013
WSD Community Room

The Big SkyCounty Water& SewerDistrictNo. 363 helda regular meeting on Tuesday, March
12,2013, in the WSD CommunityRoom. PresidentPacky Cronin called the meeting to order
with the following Board members present: Secretary Dick Fast, and Directors Tom Reeves and
Brian Wheeler. Director William Shropshireparticipatedvia telephone. Vice-PresidentLes
Loble and Director JeffDaniels arrived at 8:40 am. WSD staff present were Ron Edwards,
Marlene Kennedy, and Terry Smith. Others present were Tract 5/Gallatin Associates
representatives Jerry Scott and A1 Malinowski.

PUBLIC FORUM

With no public comment.PresidentCronin called the meeting to order at 8:36 am.

MEETING MINUTES

Director Reeves moved to approve the minutes ofFebruary 19,2013, as written. Director Fast
secondedthe motion. Motionpassed, 5yea votes to 0 no votes with President Cronin voting.

FINANCIALS

Smithreported that the financials are eitheron target,or favorable, withpositive balances at
$40,000 for sewer and $72,000 for water.

Director Fast moved to approve the Februaryfinancials as presented. Director Reeves
secondedthe motion. Motionpassed, 5yea votes to 0 no votes with President Cronin voting,

SRFLoan Refinancing: Smithreported that DNRC is offering a reduced rate for refinancing the
District's current State Revolving Fund loans. With the new interest rate at 2.25%, the District
will save approximately 1.43 million by refinancing. Smith stated that he will ask the board at
theirApril 16meeting to approve a bondresolution for refinancing with a closing on April29.
(Vice President Loble and Director Daniels arrived at 8:40 am). The board briefly reviewed the
options on repaying the bond debt outlined inthe manager's report. Smith andE^ards will
prepare a documentreviewing the optionsfor the board to consider at their next meeting. Smith
reported that he has to submit estimated mills to the counties by the end ofApril. Edwards noted
that the certificates ofvaluations will not be available firom the Department of Revenue until
August. Vice-President Loble asked if the board decision should be made in August instead of
April. Director Shropshire asked ifthere was an advantage ofprepaying and asked staffto run
comparative numbers to present at the next meeting. Board members liked the idea ofDistrict
property owners seeing some cost savings by reducing the mill levy.

Director Reeves moved to approve the resolutionfor updating signatories on accounts at Big
Sky Western Bank, First Security Bank, andAmerican Bank as requested by Smith, Vice
President Loble seconded the motion. Motion passed, 7yea votes to 0 no votes with President
Cronin voting.
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ORDINANCE 97-1001 Third Reading Draft
Edwards reported that, as requested at the leist board meeting, he made revisions to Article 4 on
SFE reallocations and also met with legal counsel, Susan Swimley. Edwards prepareda report
on some ofthe pitfalls of the proposed change in reallocation of SFEs. Edwards stated that
Swimleydid not have the time to prepare a legal opinion prior to the board meeting and that she
will elaborate later. Accordingto Edwards, Swimleyseemed to think two years was a
reasonable timeframe ifa sunset period for transferring SFEs was adopted. Edwards noted that
bench-mark documents with entities such as Westland TM, Boyne, and YC/Spanish Peaks
stipulate capacityallocationsand asked Susan if these separateagreementscould be treated as
stand-alone development pools ofSFEs, and not opened up to the sale of SFEs. Edwards
reportedthat if the transferring/reallocation/sale of SFEs was opened up, that Swimley's sense
was that all property owners in the Districtwould be in the samepool/category regardless of
prior agreements. The board discussedEdwards's report on phasing out SFE reallocationfrom
one parcel to another, opening the transfer ofSFEs for a two year period, and the potential issues
by doing this. Board members expressed concern that by providing a sunset for reallocation of
SFEs without the joint ownership requirement could create a claim to additional entitlement.
Director Reeves asked if the board would approve a development according to zoning density for
areas such as Spanish Peaks even if they initially did not have that number of SFEs allocated.
Edwards reported that entitlementsfor capacity (Table 3.01) have always determinedwhat has
been approved, and that the District does not have capacity for full build out with the District's
current infi^tructure. Vice President Loble's opinion was that if the amendmentsare put into
effect,as drafted, it wouldn't matterwho currentlyowns the SFEsas it wouldallow the selling
of SFEs from one property to another for development. If the District does not permit the
transfer of SFEs without joint property ownership, then the unused SFEs would revert back to
the District. Director Wheeler feels that a key component the board needs to consider is if
annexation will be allowed for using SFEs for property currently outside of the District. Director
Wheeler stated that the District needs to consider Ae big picture of SFE reallocation; which
involves master planning, zoning, Madison County, and annexation. Vice President Loble
expressed his concern about the potential for creating a large market place to sell SFEs. If it is
Swimley's opinion that the sale of SFEs should be open to all developments regardlessofprior
agreements or court orders then Edwards stated that there still needs to be a nexus between
permitting and what the District has for capacity. Director Fast asked if, for instance, Spanish
Peaks came to the District with a development plan that required 1,500 SFEs, and they originally
had a limit of 1,000 SFEs, would the District then allow/approve their request. President Cronin
stated that he was not thinking that the result of the ordinance amendments would lead to
scrapping these original capacity agreements, and asked if the District can hold these entities to
their original agreements as he believes the District should. Director Wheeler stated that the
District's due diligence is complex when considering the agreements with YC, Spanish Peaks,
and Lone Moose. Vice President Loble would like Swimleyat the next meeting to elaborate her
thoughts on the transfer ofSFEs. Director Shropshire asked about the term "selling" of SFEs as
written in Edwards report from his meeting with Swimley. Director Shropshire thought the
District's original intent was to de-monetize SFEs. Edwards suggested leaving the transfer of
SFEs as currently adopted with common ownership, and then adding the two-year sunset as a
way to phase out the transfer of SFEs. President Cronin reported that the original goal was to
clean up the loose ends (i.e. Olson's property, McBride's property, property without SFEs but in
the District) and suggested leaving the ordinance as is on the transfer/reallocation of SFEs and to
create a new paragraph whereby a property owner could petition the District for an additional
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allocation (these would be the small number of SFEs) to build what zoning allows where
applicable. President Cronin sees more problems than solutions with the proposed draft that
would allow the "selling" of SFEs across property ownershipsand the board's effort to clean up
the minor details (Tract 5) is magnifying problems with larger developments. Jerry Scott asked
about a legal opinion given by the District's attorney and suggested having other legal counsel
input (someonewith knowledgeofwhat SFEs were allocatedwhen property was purchased, i.e.
the Olson parcel). Scott suggestedhaving a system where the District can approvepermit
applications on a case-by-case basis if it meets District criteria. Edwards explained how the SFE
capacity was originally calculated by the engineersfor planningthe treatmentsystemand ponds.
Edwards reportedthat in the 1990s Lone Mountain Ranchwas determined as built out by the
engineers. Under the current ordinance, if LMR even though it is zoned as Resort came to the
District for any further development, their request could not be approved. Scott stated that if the
Districtallowed LMRto do whatzoning allows, the doorwouldopenfor densedevelopment and
then explained how he feels LMR would be marketed. Scott proclaimed that it scares him to
think that the District would approve those densities. DirectorReeves expressed the same
concerns. President Cronin stated that the District could periodically review Exhibit A (Table
3.01) and make adjustments to it. Edwards explained that the current SFEs tie to the District's
engineering facilities planning, and that sewer connection permits are approved on a first come-
first serve basis. Edwards suggestedthat the board could update Exhibit A and address holes in
it using the most recent draft ofthe density matrix as a guideline to compare allocations to
zoning andmasterplans. Director Shropshire statedthat the boardneeds to hear whatSwimley
has to say prior to making any decisions, but what he is hearing right now he doesn't think the
board should change a thing and that no one wants to see unbridledbuilding. Director
Shropshire stated that he is not in favor of creating a market for SFEs and does not want to
encourage the selling of SFEs. President Cronin wants the District to accomplish its original
intent, which is to serviceproperties in the District. Vice President Loble noted that the goal of
the District has been to correct inadequacies with Exhibit A Table 3.01 and that the problems
should be rectified before buildingregains momentum. Vice President Loble sees the buying
and sellingof SFEs as creatingwinners and losers and that it doesn't benefit the Districtproperty
owners overall. Director Wheeler asked ifthe District has to continue to create roadblocks by
not allowing SFEs to be sold and transferred. President Cronin, Vice President Loble, and
Secretary Fast want Swimley to attend the next board meetingprepared to thoroughlypresent
the issues. Edwards will get Swimley to the next meeting to carry on the discussion. Edwards
informed the board that they could adopt the ordinance with the minor changes and then continue
to work on the SFE issue.

SEWER OPERATIONS

Burroughs' flow report was provided in the board packet.

WATER OPERATIONS

Muscat's production report was distributed to the board.

FARMHOUSE PARTNERS

Edwards reported on his conversation with Dab Dabney ofFarmhouse Partners where Dabney
asked ifthe District would give them additional time to pay their promissory note if they are able
to refinance the project. Dabney is working with their investor, PNC, on refinancing. Edwards
read an email received yesterday from Dabney where he asked the District to provide the total
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amount owed (promissory note and water and sewer fees) to bring the account current. Smith
reported that Farmhouse owes the District approximately $146,000. President Cronin felt that
the District should not allow an additional extension for payment beyond what would be
reasonable to get the payment request processed and the check written. Smith reported that some
other entity had paid the Farmhouse taxes last year. As a courtesy, Vice President Loble
suggested that Smith report the tax payment to Dabney.

SPANISH PEAKS PARTNERS

Edwards distributed bankruptcy court documents on the notice of sale and bidding procedures
regarding Spanish Peaks that specify a hearing date of June 3, 2013.

SEWER & WATER PERMITS

There was no permit activity for the board to review.

RESORT TAX APPLICATION

Edwards suggested three possibilities for resort tax applications: 1) Requesting $100,000 for
bond debt instead of the $300,000 requested and denied last year. This would provide a small
tax relief to property owners. 2) Submitting an application for cost sharing of asset depreciation
as the resort tax district board has discussed funding depreciation through the creation of some
sort of sinking fund. This would offer a relief to rate payers, not just property owners. 3)
Through collaboration with BSCC, submit an application with a 50% cost share to purchase the
16-acre parcel below the treatment plant. This would provide a buffer zone around the treatment
plant/ponds and provide possible expansion of walking paths and parking for the commimity
park.

Vice-President Loble stated that he liked the third proposal of buying land together with the
BSCC as the resort tax district is sensitive to the idea of collaboration and looks favorable toward

joint efforts. The board liked the idea of creating a buffer zone around the treatment plant and
having the entry corridor property going to a public entity.

The resort tax schedule is April 3 for the deadline for submittal of applications, May 8 for their
question and answer meeting, and June 12 for their appropriations meeting.

GENERAL CORRESPONDENCE

Edwards distributed snowpack reports for board information only.

NEXT MEETING

The next Board meeting is tentatively scheduled for Tuesday, April 16, 2013, at 8:30 am.
Edwards will confirm with Swimley on her availability to attend the meeting.

ADJOURNMENT

Vice President Loble moved to adjourn the meeting at 10:09 am. Director Wheeler seconded
the motion. Motion unanimously passed.

Dick Fast, Secretary

3-12-13. min (Board Approved 4/16/13)
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