HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 419
Minutes

of Meeting of Board of Directors
May 14, 2018

The Board of Directors (the "Board" ) of Harris County Municipal Utility District No. 419
"District"
(the
) met in regular session, open to the public, on May 14, 2018, at 1300 Post Oak
Boulevard, Suite 1400, Houston, Harris County, Texas 77056, in accordance with the duly
posted notice of meeting, and the roll was called of the duly constituted members of said Board,
as follows:
Stephanie Gay, President
Radney Poole, Vice President
Pamela Gray, Secretary
Robert G. Thomas, Assistant Secretary
Ed Conger, Director
and all of said persons were present, except Director Gay, who entered the meeting after it had
been called to order, as noted below, thus constituting a quorum.

Also present were Richard Derr of The Howard Hughes Corporation ("HHC"); Mike
Fitzgerald, Allison Cook and Matt McCracken of BGE, Inc. ("BGE");Ray Arce of Wheeler &
Associates, Inc. ("Wheeler" ); Jason Demel of Inframark ("Inframark"); Charlie LaConti of
Municipal Accounts & Consulting, L.P. ("MA&C"); Julie Peak of Masterson Advisors LLC
("Masterson"); Barbara Nussa of Republic Services, Inc. ("Republic" ); Brian Krueger of BKD,
LLP ("BKD"); Sandra Kalb and Shea Thielen, prospective Board members, Kay Burkhalter and
Frank Kalb, members of the public; and Joseph M. Schwartz and Linda Knox of Schwartz, Page
& Harding, L.L.P. ("SPH"). Greg Lentz of Masterson entered later in the meeting.

The Vice President called the meeting to order and declared it open for such business as
might regularly come before it.

APPROVAL OF MINUTES
The Board reviewed the draft minutes of its meeting held on April 9, 2018. After
discussion, Director Conger moved that the aforesaid minutes be approved, as written. Director
Gray seconded said motion, which unanimously carried.

CANVASS RETURNS OF DIRECTORS KLKCTION
The Board considered canvassing the returns of the Directors Election held on May 5,
2018, and to declare the results of said election. There was presented to the Board the election
returns and all other documents in connection with the Directors Election, all of which were
examined and canvassed by the Board and found to be proper, legal and regular in all respects, It
was duly moved by Director Conger, seconded by Director Gray, and unanimously carried that
there be passed and adopted the Order Declaring Results of Directors Election held May 5, 2018,
attached hereto as Exhibit A, which declares Shea Thielen and Sandra Kalb elected Directors of
the District, each to serve for a term of four years or until a successor is duly elected or
appointed.

ACCEPTANCE OF OFFICIAL BONDS, STATEMENTS OF ELECTED OFFICER,
AFFIDAVITS OF CURRENT DIRECTOR„AND OATHS OF OFFICE FOR ELECTED
DIRECTORS
In connection with their election as Directors of the District, Mr. Thielen and Ms. Kalb
presented their respective Statements of Elected Officer and Affidavits of Current Directors and
took their Oaths of Office. Mr. Thielen and Ms. Kalb also presented their respective Official
Bonds to the Board and the Board found said Bonds to be in proper form. After discussion on
the matter, it was moved by Director Conger, seconded by Director Gray and unanimously
carried, that the Board approve said Bonds, accept said Statements of Elected Officer, Affidavits
of Current Director, and Oaths of Office and declare Shea Thielen and Sandra Kalb to be duly
elected and qualified Directors of the District. Directors Thielen and Kalb participated in the
remainder of the meeting.

Director Thomas next expressed his appreciation for the services
Gray as Directors of the District. Ms. Gray then exited the meeting.

of Ms. Gay and Ms.

ELECTIONS NOT TO DISCLOSE CERTAIN INFORMATION
Mr. Schwartz advised the Board that, pursuant to Section 552.024 of the Texas
Government Code, Directors are permitted to elect to withhold public access to certain
information in the custody of the District relating to home addresses, home telephone numbers,
social security numbers and information regarding family members. Following discussion, each
Director executed an Election Not to Disclose Certain Information presented for such purpose.

REORGANIZATION

OF THK BOARD AND ELECTION OF OFFICERS

The Board considered its reorganization and the election of officers. In that regard, a
discussion ensued regarding the possibility of deferring the election of officers in order to
provide the newly elected Directors an opportunity to become better acquainted with the sitting
Directors. After a discussion regarding the necessity for the immediate election of officers, the
Board concurred to proceed with the election of officers, but to re-consider the election of
officers in September 2018.
In response to inquiries from the Board, Mr. Schwartz next discussed the Texas Open
Meetings Act and the Texas Public Information Act and the need for the Directors to comply
with same.

Ms. Gay entered the meeting at this time.
The Board next considered the election of officers of the Board and the District. Director
Thomas was nominated for the office of President of the Board, and, there being no further
nominations, the nominating period was closed. A vote was called, and upon motion made by
Director Poole, seconded by Director Conger and unanimously carried, Director Thomas was
duly elected as President of the Board and the District. Director Thomas presided over the
remainder of the meeting.

Director Poole was nominated for the office of Vice President of the Board, and, there
being no further nominations, the nominating period was closed. A vote was called, and upon
motion made by Director Thomas, seconded by Director Conger and unanimously carried,
Director Poole was duly elected as Vice President of the Board and the District.
Director Conger was nominated for the office of Secretary of the Board, and, there being
no further nominations, the nominating period was closed. A vote was called, and upon motion
made by Director Poole, seconded by Director Thomas and unanimously
carried, Director
Conger was duly elected as Secretary of the Board and the District and authorized to execute the
minutes of this meeting,
Director Thielen was nominated for the office of Assistant Secretary of the Board, and,
there being no further nominations, the nominating period was closed. A vote was called, and
upon motion made by Director Poole, seconded by Director Thomas and unanimously carried,
Director Thielen was duly elected as Assistant Secretary of the Board and the District.

DISTRICT REGISTRATION FORM
The Board considered approving a District Registration Form required by the Texas
Commission on Environmental
Quality (the "TCEQ"). Mr. Schwartz explained that, in
accordance with the Texas Water Code, municipal utility districts are required to file names,
mailing addresses, officer positions and terms of new directors with the TCEQ within thirty days
after an election or appointment. He advised that, with the Board's approval, SPH will complete
the District Registration Form to reflect the new terms of office and mailing addresses for
Directors Thielen and Kalb, as well as the newly elected officers of the Board, and will file the
form with the TCEQ. After further discussion of the matter, Director Conger moved that the
Board authorize SPH to complete the District Registration Form as discussed and file same with
the TCEQ. Director Poole seconded said motion, which unanimously carried.

LOCAL GOVERNMENT OFFICERS LIST
Mr. Schwartz advised the Board that the District is required to maintain a list of Local
Government Officers, which includes the members of the Board and the District's Investment
Officers in connection with conflict of interest disclosure requirements.
After discussion on the
matter, Director Poole moved that SPH be authorized to update the District's list of local
government officers as required by law.
Director Thomas seconded said motion, which
unanimously carried.

DIRECTOR TRAINING REOUIREMENTS
Mr. Schwartz discussed with Directors Thielen and Kalb the training requirements for
public officials. He advised that public officials, including directors of a municipal utility
district, must complete separate training courses regarding the Texas Open Meetings Act
("OMA") and the Texas Public Information Act ("PIA"). Mr. Schwartz presented and reviewed
with Directors Thielen and Kalb a Memorandum
prepared by SPH which summarizes the
training requirements.
He advised that the deadline for public officials to complete their training
is the 90th day after they either take their oath of office or otherwise assume their responsibilities
as a public official. He noted that the Texas Attorney General has prepared an online course

which satisfies the training requirements for both the OMA and PIA. Mr. Schwartz further noted
that it is the responsibility of each Director to ensure that they complete their training by the
deadline.

DISCUSSION OF CONFLICTS DISCLOSURE REPORTING RKOUIREMKNTS
Mr. Schwartz next presented to Directors Thielen and Kalb a Memorandum prepared by
SPH and a questionnaire regarding conflict of interest disclosure reporting and discussed same.
Directors Thielen and Kalb presented their respective completed conflict of interest
questionnaires.

PUBLIC COMMENTS
The Board recognized Ms. Burkhalter, who requested that, with respect to item no. 24 on
the agenda regarding the engagement of Masterson as the District's Financial Advisor, the Board
request proposals from other financial advisory firms for its consideration in addition to the
proposal from Masterson. Ms. Burkhalter requested that the Board implement procedures for
better communication with the residents of the District, including the creation of a District
website. Ms. Burkhalter also requested that the Board consider conducting its regular monthly
meetings within the boundaries of the District, and that the Board strive for an atmosphere of
cordiality among the Directors and the residents of the District.

NOTICE
OF TERMINATION
ENGAGEMENT OF MASTKRSON

OF

FINANCIAL

ADVISORY

CONTRACT;

Ms. Peak addressed the Board regarding her decision to terminate her employment with
Hilltop Securities, Inc, ("Hilltop") and transition to a newly formed financial advisory firm,
Masterson. In that regard, she discussed the services provided by Masterson and responded to
questions from the Board regarding same. Ms. Peak noted that there are no financial advisors
who work with municipal utility districts remaining at Hilltop. Mr. Schwartz advised the Board
that Hilltop has not contacted SPH to express an interest in retaining any of the financial
advisory contracts with those municipal utility districts represented by SPH. Ms. Burkhalter
recommended that the District obtain an indemnification
agreement in connection with the
termination of the Financial Advisory Contract between the District and Hilltop. Ms. Peak stated
that, if necessary, Masterson's attorney can provide such an indemnification agreement.
After
discussion, Director Conger moved that: (i) the Financial Advisory Contract with Hilltop be
terminated, effective upon the earlier of Hilltop's execution of the 30-day waiver provision in the
Termination Notice or thirty days from May 14, 2018, the date of the Termination Notice; (ii) the
President be authorized to execute the Termination Notice on behalf of the Board and the
District; and (iii) SPH be authorized to send the Termination Notice to Hilltop, subject to
Director Thomas'eceipt of confirmation from Hilltop that it does not desire to retain the District
as a client. Director Poole seconded said motion, which unanimously carried.
The Board then considered the engagement of Masterson as the District's
Advisor. Ms. Peak presented to and reviewed with the Board a comparison chart,
which is attached hereto as Exhibit B, comparing the fees charged under the Financial
Contract between the District and Hilltop with the fees charged under the proposed
Advisory Contract between the District and Masterson.
After a lengthy discussion,

Financial
a copy of
Advisory
Financial
Director

Conger moved that: (i) the proposed Financial Advisory Contract with Masterson be approved
for a period of thirty (30) days from the date hereof and the President be authorized to execute
same on behalf of the Board and the District, subject to review and approval by SPH; (ii) the
TEC Form 1295 provided by Masterson be accepted and SPH be authorized to acknowledge the
receipt of same; and (iii) Directors Thomas and Poole be authorized to request proposals from
other financial advisory firms on behalf of the Board and the District, conduct interviews and
provide a recommendation to the Board regarding same. Director Poole seconded said motion,
which unanimously carried.

Ms. Peak thanked the Board for its consideration
also exited the meeting at this time.

and she exited the meeting.

Mr. Kalb

BOOKKEEPER'S REPORT
Mr, LaConti presented to and reviewed with the Board the Bookkeeper's Report dated
May 14, 2017, a copy of which is attached hereto as Exhibit C, including the disbursements
presented for approval and the cash flow forecast for the District's operating account. After
discussion, Director Thomas moved that the Bookkeeper's Report be approved as presented, and
the disbursements listed therein be approved for payment. Director Conger seconded the motion,
which carried unanimously.

APPROVAL OF OPERATING BUDGET FOR THE DISTRICT'S FISCAL YEAR
ENDING MAY 31, 2019; JOINT WATER PLANT AND JOINT SEWER PLANT
BUDGETS FOR HARRIS COUNTY MUNICIPAL UTILITY DISTRICT NO. 418 ("NO.

418")
Mr. LaConti presented the proposed budget for the District's fiscal year ending May 31,
He additionally presented the proposed joint water
and
sewer
plant
joint
plant budgets for No. 418, as required by the Contract for Financing,
Operation and Maintenance of Master Water and Sanitary Sewer Facilities among the District,
No. 418 and Harris County Municipal Utility District Nos. 489, 490, 491, 492 and 493 (the
"Master Facilities Contract" ). Copies of the proposed budgets are included within the
Bookkeeper's Report. After discussion, Director Poole moved that the District's proposed
operating budget for the fiscal year ending May 31, 2019 be approved, as presented, and that the
proposed joint water plant and joint sewer plant budgets for No. 418 be approved, as presented.
Director Thomas seconded said motion, which unanimously carried.

2019 for the Board's review and approval.

UNCLAIMED PROPERTY
The Board considered approval of an Unclaimed Property Report as of March 1, 2018.
Mr. LaConti noted that check no. 4725 had been issued to the Texas Comptroller of Public
Accounts ("Comptroller" ) in the amount of $1,725.52 for unclaimed property, as reflected in the
Bookkeeper's Report. After discussion on the matter, Director Conger moved that MATC be
authorized to timely file an Unclaimed Property Report with the Comptroller, and escheat funds
totaling $1,725.52 to the Comptroller.
Director Thomas seconded said motion, which
unanimously carried.

ENGAGEMENT OF AUDITOR
The Board next considered the engagement of an auditing firm to conduct an audit of the
District's financial statements for the fiscal year ending May 31, 2018. Mr. Krueger made a
presentation to the Board on behalf of BKD, and advised that the cost to conduct such audit is
approximately $17,200, plus an adminstrative fee in the amount of $700. After discussion on the
matter, Director Poole moved that (i) BKD be engaged to conduct the District's audit for the
fiscal year ending May 31, 2018, (ii) the engagement letter related to same be approved, and (iii)
the accompanying TEC Form 1295 from BKD be accepted. Director Thomas seconded said
motion, which carried unanimously.
A copy of the BKD engagement letter is attached hereto as

Exhibit D.

FILING OF ANNUAL AUDIT REPORT WITH COMPTROLLER
Mr. Schwartz reminded the Board that Section 140.008 Texas Local Government Code,
as amended, requires political subdivisions, such as the District, to file certain financial
information with the Comptroller upon the conclusion of each fiscal year. Mr. Schwartz advised
the Board that this information may be submitted as a separate report, or as an alternative,
districts subject to Chapter 49 of the Texas Water Code, including the District, may submit to the
Comptroller copies of their annual audit. Mr. Schwartz further explained that those districts with
a website should also make the financial information available on such website or provide a link
to the information on the Comptroller's website. Lastly, Mr. Schwartz advised that the Board
will need to select a method of compliance with said requirement. Upon a motion made by
Director Poole, seconded by Director Thomas, and carried unanimously, the Board elected to
authorize SPH to file its annual audit for the fiscal year ending May 31, 2018, with the
Comptroller.

TAX ASSESSOR-COLLECTOR REPORT
Mr. Arce presented to and reviewed with the Board the Tax Assessor Collector Monthly
Report for the month of April 2018, a copy of which is attached hereto as Exhibit K, including
the disbursements presented for approval. After discussion, Director Poole moved that the Tax
Assessor-Collector Monthly Report be approved as presented, and the disbursements listed
therein be approved for payment.
Director Thomas seconded the motion, which carried
unanimously.

DKLINOUKNT TAX COLLECTIONS REPORT
The Board deferred consideration of the delinquent tax collections report as it was noted
that no report was received from Perdue, Brandon, Fielder, Collins & Mott, L.L.P., nor is due at
this time,

SECOND AMKNDMKNT
TO AGREEMENT
REFUSE SERVICE CONTRACT

FOR EXCLUSIVE RESIDENTIAL

The Board considered the approval and execution of a Second Amendment to Agreement
for Residential Refuse Service Contract between the District and Republic to reflect the change
in the frequency of recycling collection services from twice per month to every other week, as

proposed last month. After discussion on the rnatter it was moved by Director Poole, seconded
by Director Thomas and unanimously carried, that (i) the Second Amendment to Agreement for
Residential Refuse Service Contract be approved and that the President be authorized to execute
same on behalf of the Board and the District, and (ii) TEC Form 1295 from Republic be
accepted. Ms. Nussa advised the Board that the new recycling schedule will be effective as of
June 22, 2018,

Ms. Nussa next presented for the Board's review two (2) educational flyers to the
residents of the District regarding (i) the new recycling schedule, and (ii) a free document
shredding event to be held on June 23, 2018. Copies of the flyers are attached hereto as Exhibit
F. After discussion, the Board authorized Ms. Nussa to coordinate with Inframark to distribute
the educational flyers to the residents of the District.

OPERATOR'S REPORT
Mr. Demel presented to and reviewed with the Board an Operations and Maintenance
Report for the month of April 2018, a copy of which is attached hereto as Exhibit G. Mr. Demel
reported on the status of repairs and replacements made to the water and wastewater facilities,
facility inspections, and the issuance of new residential and commercial taps. The Board
determined that no action was necessary in connection with the Operations and Maintenance
Report.

Ms. Nussa exited the meeting at this time.

APPROVAL OF CONSUMER CONFIDENCE REPORT
The Board considered the approval the District's Consumer Confidence Report ("CCR")
for 2017. Mr. Demel distributed a draft CCR for the Board's review, a copy of which is attached
to the Operations and Maintenance Report. After discussion on the matter, it was moved by
Director Thomas, seconded by Director Poole and unanimously
carried, that the CCR be
and
that
Inframark
be authorized to distribute the CCR electronically to all customers
approved
of the District prior to the July 1, 2018, deadline, subject to SPH's final review and approval to
confirm that the CCR is in compliance with all applicable regulatory requirements.

TOUR OF DISTRICT FACILITIKS
Ms. Burkhalter queried Mr. Demel as to whether he could make arrangements for the
new Directors of the District to tour the District's water supply and wastewater treatment
facilities. Messrs. Demel and Fitzgerald stated that they would coordinate a tour of the District's
facilities.
Mr. Arce exited the meeting at this time.

DISCUSSION REGARDING THE IMPLEMENTATION OF A GIS SYSTEM
Mr. Fitzgerald briefly addressed the Board regarding the implementation of a GIS system
to track water quality complaints and water sample testing results, as discussed at the last
meeting. Mr. Fitzgerald advised the Board that BGE's GIS Technician, Matt McCracken, was in

attendance at today's meeting to make a presentation; however, due to the lengthy meeting
agenda, Mr. Fitzgerald recommended that the presentation be deferred until next month. The
Board concurred with such recommendation.

ENGINEER'S REPORT
Mr. Fitzgerald presented the Engineer's Report dated May 14, 2018, a copy of which is
attached hereto as Exhibit H, and reviewed with the Board the items listed therein, including pay
estimates and change orders. After discussion, Director Thomas moved that all action items
identified in the Engineer's Report be approved, as recommended by BGE. Director Poole
seconded said motion, which unanimously carried.
The Board deferred action relative to the
acceptance of Conveyances of Facilities for: (i) Water Haven, Section 4 Reserves; (ii) Water
Haven, Section 9 Reserves; (iii) Hidden Creek, Section 4 Reserves A k, C; and (iv) Lift Station
No. 1 and Force Main Manhole Rehabilitation.

TENTH SUPPLEMENTAL AGRKKMKNT TO CONTRACT FOR FINANCING„
OPERATION AND MAINTENANCE OF MASTER WATER AND SANITARY SEWER
FACILITIKS
Mr. Schwartz presented to and reviewed with the Board a proposed Tenth Supplemental
Agreement between the District and No. 418 to the Master Facilities Contract, together with a
summary of the additional Connection Charge amounts owed by the District to No. 418 pursuant
to the Tenth Supplemental Agreement, copies of which are attached hereto as Exhibit I. Mr.
Schwartz also noted that the Tenth Supplemental Agreement provides for payment by the
District to No. 418 for a portion of the true-up Connection Charges due No. 418. After
discussion, Director Poole moved that the Tenth Supplemental Agreement be approved as
presented, and that payment be disbursed to No. 418 in accordance with the Agreement from the
District's next bond issue, subject to approval by the TCEQ. Director Thomas seconded said
motion, which unanimously carried.

Ms. Gay exited the meeting at this time.

STATUS OF APPLICATION TO TCKO FOR APPROVAL OF PROJECT AND BONDS
AND FOR THK USE OF SURPLUS CONSTRUCTION FUNDS AND INTEREST
EARNED ON CONSTRUCTION FUNDS IN CONNECTION WITH SERIES 2018 AND
2018A BONDS
Mr. Schwartz advised the Board that the District's Application to TCEQ for Approval of
Project and Bonds and for the Use of Surplus Construction Funds and Interest Earned on
Construction Funds is expected to be filed with the TCEQ within the next two weeks.

UTILITY COMMITMKNTS
The Board deferred consideration of the issuance of utility commitments after being
advised by the District's engineer that no requests had been received since the Board's last
meeting.

REVOCATION OF APPROVAL OF STREET LIGHTING LETTER AGREKMKNT
Mr. Schwartz advised the Board that the Street Lighting Letter Agreement received last
month from Centerpoint Energy Houston Electric, LLC for the installation, ownership and
maintenance of additional street lights to be installed within First Bend, Section 14 should have
been forwarded to Harris County Municipal Utility District No. 489 for approval rather than to
the District. After discussion, it was moved by Director Poole, seconded by Director Thomas
and unanimously carried, that the Board's prior action relative to the approval of such Street
Lighting Letter Agreement be revoked.

DEVELOPER'SREPORT
Mr. Derr reported on the status of development within the District and presented an
Inventory Report attached hereto as Exhibit J. Director Conger queried Mr. Derr regarding the
status of the installation of a monument at the entryway to Lakeland Heights. Mr. Derr stated
that he will follow up on same.

ATTORNEY'S REPORT
Mr. Schwartz presented for the Board's review correspondence received from Michael
Owens dated May 5, 2018, a copy of which is attached hereto as Exhibit K, thanking the Board
for casting its vote for Mr. Owens to serve as a Director on the Board of Directors of the West
Harris County Regional Water Authority ("WHCRWA") Director Precinct 5. Mr. Schwartz
advised the Board that Mr. Owens won the election.

MATTERS FOR FUTURE AGENDAS
A discussion ensued regarding (i) the creation of a District website, and (ii) the
possibility of the Board conducting its regular monthly meetings within the boundaries of the
District, as requested by Ms. Burkhalter earlier in the meeting. After discussion, the Board
requested that items regarding same be added to the agenda for next month's meeting.
AD JOURNMENT
There being no further business to come before the Board, on motion made by Director
Poole, seconded by Director Thomas, and unanimously carried, the meeting was adjourned.
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