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SECTION 1
INTRODUCTION

1.1  SCOPE. These Rules and Regulations shall govern the operation and functions of
the Skyland Metropolitan District, and shall be liberally construed to effect the powers
granted to the District and its Board of Directors by the Colorado Special District Act or
other laws.

1.2 POLICY AND PURPOSE. It is hereby declared that the Rules and Regulations
hereinafter set forth will serve a public need and convenience and are necessary to insure
and protect the health, safety, prosperity, security, and general welfare of the residents of
the District. The purpose of these Rules and Regulations is to regulate the relationship
between the District and its customers and to provide for the control, management and
operation of the water treatment and distribution systems, the sewage collection system,
the road and street system, the drainage system, the open spaces and the fire protection
facilities of the District.

1.3 ACCEPTANCE OF RULES AND REGULATIONS. Any person owning a lot or other
parcel of land within the District, or using or availing himself of the services and facilities
provided or owned by the District, shall be deemed to have first read and accepted the
conditions of use and enjoyment placed upon the District's properties and services and
facilities by these Rules and Regulations.

1.4 DEFINITIONS. Except as provided below, the terms used herein shall have their
ordinary and common meanings. Certain terms used herein are defined as set forth
below:

1.4.1 "Board" and "Board of Directors" shall mean the duly elected board of
directors of the District.

1.4.2 "Clubhouse Tract" shall be that parcel of property within the boundaries of
the District designated as such on the Skyland Final Plat, as defined below.

1.4.3 "Collection Line" shall mean any line transporting sewage to or from a
Customer's Service Line and a Main.

1.4.4 "Commercial Tract" shall be each parcel of property within the boundaries
of the District designated as such on the Skyland Final Plat.

1.4.5 "Contractor" shall mean any person, firm or corporation performing work
and furnishing materials therefore within the District.
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1.4.6 "Customer" shall mean any Person, supplied with water and sewer service
by the District. The term "Customer” shall include any person or entity designated
by one or more Customer to represent them to the District such as a condominium,
townhouse or homeowner's association.

1.4.7 “Distribution Line” shall mean any line transporting water to or from a
Customer's Service Line to a Main.

1.4.7 "District" shall mean the Skyland Metropolitan District.

1.4.8 "District Engineer" shall mean the Colorado Registered Engineer appointed
by the District to review and observe the new construction, or to advise the
District on technical matters.

1.4.9 "District Manager" or "Manager" shall be the person appointed by the Board
to manage the District and enforce the District's Rules and Regulations.

1.4.10 "Duplex Lots" shall mean those parcels of property within the boundaries of
the District designated as such on the Skyland Final Plat.

1.4.11 "Employee Housing Tract" shall mean that parcel of property within the
boundaries of the District designated as such on the Skyland Final Plat.

1.4.12 "Licensed Plumber" or "Pipe Layer" shall mean a person who has been
approved to work in the District and is properly licensed by the State of Colorado.

1.4.13 “Lines Conveyor” any homeowner’s association or other private entity that
owns Collections Lines or Distribution Lines and wishes to convey said Collections
Lines or Distribution Lines to the District for ownership and maintenance
purposes.

1.4.14 "Main" shall mean any pipe, system of piping and appurtenances used as a
conduit for water or sewage, lying within a street, right-of-way, or District
easement, and owned by the District.

1.4.15 "Multifamily Tract" shall be those parcels of property within the boundaries
of the District designated as such on the Skyland Final Plat.

1.4.16 "Permit" shall mean written permission of the District to connect to a water
or sewer main or service line of the District pursuant to these Rules and
Regulations, or to excavate within the roadways of the District, or to conduct other
activities pursuant to these Rules and Regulations.
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1.4.17 "Person" shall mean any individual, partnership, limited liability company,
association, society, corporation, or public entity.

1.4.18 "Property Owner" or "Owner" shall mean record owner of a parcel of
property located within the District.

1.4.19 "Public Entity" shall be any state or local government or subdivision or
agency.

1.4.20 "Sampling" shall mean the periodic collection of sewage or water samples
for analysis.

1.4.21 "Sanitary Sewer System" and "Sewer System" shall mean all facilities owned
by the District and used for collecting and pumping Sewage for delivery to the East
River Regional Sanitation District system for processing.

1.4.22 "Service Line" shall mean the water or sewer line from the point of
connection to a Collection Line, Distribution Line, or Main to the Customer's
residence or other building.

1.4.23 "Sewage" shall mean any organic or inorganic material in suspension or
solution originating from within residential, commercial or industrial buildings,
and shall include all wastewater introduced into the Sewer System, from
whatsoever source.

1.4.24 "Skyland Final Plat" shall be the final plat of Skyland, Initial Filing, bearing
Reception No. 363852 and recorded on the 17th day of November, 1981 in the
office of the Clerk and Recorder of Gunnison County, Colorado and any official
subdivision plats of record within the District which may have been or may
hereafter be recorded.

1.4.25 "Single Family Lots" shall be those parcels of property within the
boundaries of the District designated as such on the Skyland Final Plat.

1.4.26 "Tap" shall mean the connection of a service line from a Customer's
property to the District's water or sewer system.

1.4.27 "Testing" shall mean the analysis of a Sample.
1.4.28 "Unit" shall mean one parcel of real property used for residential or

commercial purposes in single or joint ownership, and includes condominium
units, townhouse units or other subdivisions of land.
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1.4.29 ANY OTHER TERM not herein defined shall be defined as presented in the
“GLOSSARY - Water and Sewage Control Engineering” American Public Health
Association, American Society of Civil Engineers, and Water Pollution Control
Federation, latest edition.

SECTION 2
WATER AND SEWER SYSTEMS - GENERAL CONDITIONS

2.1  SERVICE POLICY. The District is responsible for the provision of domestic water
service for residents within the District, subject to the limitations of its water supply. The
District is also responsible for provision of sewer collection services for residents within
the District and for the delivery of Sewage to the East River Regional Sanitation District
for processing, subject to the Rules and Regulations and service limitations of that
District. Both water and sewer service are subject to the capacity of the District’s systems
and its financial resources to expand such systems from time to time to meet build-out
demand within the District.

2.2  DISTRICT'S LIABILITY. The District assumes no liability and no claim for damage
may be made against the District by reason of the following: any interruption or
deficiency in service resulting from malfunctions, blockage, breakage or other problems
occurring in any facilities not owned by the District; blockage in the Sewer System causing
the backup of sewage; damage caused by "smoking" of lines to determine drainage
connections to District lines; interruption of sewer service and the conditions resulting
therefrom where said interruption of service is brought about by request of a Customer,
or by circumstances beyond the District's control; the breaking of any Service Line, pipe,
cock, or meter by any employee of the District; failure of the water supply; shutting off or
turning on water in the Water Mains; the making of connections or extensions; damage
caused by water running or escaping from open or defective faucets; damage caused by
burst Service Lines or other facilities not owned by the District; or damage to water
heaters, boilers, or other appliances resulting from shutting water off, or turning it on, or
from inadequate or sporadic pressures.

2.3 TERMINATION OF SERVICE. Water and sewer service may be terminated by the
District for any violation of these Rules and Regulations by a Customer. In the event of a
violation of these Rules and Regulations, the Customer shall be given ten (10) days’ notice
of a hearing to terminate service by registered or certified mail. Service of said notice
shall be deemed complete upon mailing to the last known address of the Customer
appearing in the District's records. The hearing shall be held by the District at a regular
or special meeting of the Board, at which time the Customer shall have the opportunity to
present testimony and other evidence to the Board. Following the hearing, the Board's
decision shall be final, and in the event such decision is to terminate water and sewer
services, service to the Customer shall be terminated by blocking or disconnecting the
appropriate lines, either public or private, serving the Customer's property.
Discontinuation of service fees shall be charged as provided in Section 7.7. In addition to
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the forgoing, the District, at any time it determines that emergency conditions exist which
threaten the integrity of its water or sewage systems or adversely affect its ability to meet
local, state or federal water purity standards, or which threaten damage to its facilities,
may shut off service to any of its Customers, without prior hearing, until such time as the
District may determine the emergency conditions to have been corrected. In the case of
termination or emergency shut-off of service, the Customer causing this action shall
reimburse the District for its costs incurred in such action, in addition to any other fees or
charges which may result from such occurrence, and service shall not be restored to the
Customer until the District receives payment.

24 PROTECTION FROM DAMAGE. No person shall maliciously, willfully, or
negligently break, damage, destroy, uncover, deface or tamper with any structure,
equipment or appurtenance which is part of the District's Water or Sewer System. It shall
be unlawful for any person, with the exception of members of the Crested Butte Fire
Department or District personnel, to open any of the fire hydrants or attempt to draw
water from the same without the prior written authorization from the District. Any
person violating this section is also subject to criminal prosecution pursuant to state law,
and upon conviction shall be subject to fines and/or imprisonments as established by the
court for each violation, and shall become liable to the District for any expense, loss or
damage occasioned by reason of such violation.

2.5 SYSTEM INTEGRITY AND INFILTRATION.

2.5.1  All surface water drainage must be disposed of in a manner which will not
affect the operation of the District's sewer system. The District's sewer system has
not been designed to take on any surface drainage; therefore, stormwater,
groundwater, roof runoff, subsurface drainage, and uncontaminated cooling water
are prohibited from being introduced into the District's sewer system. No public
or private swimming pool or hot tub shall be connected to the District's sewer
system, unless specifically authorized by the Board on a case-by-case basis.

2.5.2 No person shall discharge, or cause to be discharged, into any Service Line,
Collection Line, or Main, either directly or indirectly, any sewage or any harmful
waters or wastes, whether liquid, solid or gas, capable of causing obstruction to the
flow in sewers, damage or hazard to structures, equipment or personnel of the
District, or interference with the proper operation of the Sewer System.

2.5.3 Without limiting the general prohibition set forth in Section 2.5.2, no person
shall discharge or cause to be discharged into any Service Line Collection Line, or

Main, any of the following described water or wastes:

a. Any gasoline, benzene, naphtha, fuel oil, or other flammable or
explosive liquid, solid, or gas.
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b. Any waters containing toxic or poisonous solids, liquids or gases in
sufficient quantity, either singly or by interaction with other wastes, to
contaminate the sludge of the District's system, to injure or interfere with
any sewage treatment process, to constitute a hazard to humans or
animals, to create a public nuisance, or to create any hazard in or have an
adverse effect on the waters receiving any discharge from the East River
Regional Sanitation District treatment works.

c.  Any waters or waste having a PH lower than 5.5 or higher than 9.5,
or having any other corrosive property capable of causing damage or
hazard to structures, equipment, and personnel of the District.

d. Solid or viscous substances in quantities or size capable of causing
obstruction to the flow in sewers, or other interference with the proper
operation of the wastewater facilities such as, but not limited to, ashes,
cinders, sand, mud, straw, shavings, metal, glass, rags, feathers, tar,
plastics, wood, unground garbage, whole blood, paunch manure, hair and
fleshing, entrails and paper dishes, cups, milk containers, etc., either
whole or ground by garbage grinders.

e. Any waters containing any toxic metals such as lead, mercury,
selenium, or the like.

2.5.4 The following described substances, materials, waters, or waste shall be
limited in discharges to District Sewer System to concentrations or quantities
which will not harm either the lines, sewage treatment process or equipment, will
not have an adverse effect on the receiving stream, or will not otherwise endanger
lives, limb, public property, or constitute a nuisance. The Manager may set
limitations lower than the limitations established in the regulations below if in his
opinion such more severe limitations are necessary to meet the above objectives.
In forming his opinion as to the acceptability of sewage, the District Manager will
give consideration to such factors as the quantity of subject waste in relation to
flows and velocities in the sewers, materials of construction of the sewers, the
sewage treatment process employed, capacity of the sewage treatment plant,
degree of treatability of the waste in the sewage treatment plant, and other
pertinent factors. The limitations or restrictions on materials or characteristics of
waste or sewage discharged to the Sewer System which shall not be violated
without approval of the Manager are as follows:

a. Sewage having a temperature higher than 150° Fahrenheit (65°
Celsius).

b. Sewage containing more than 25 milligrams per liter of petroleum
oil, nonbiodegradable cutting oils, or produce of mineral oil origin.

6
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C. Sewage from industrial use containing floatable oils, fat, or grease.

d. Any food waste that has not been properly shredded. Food waste
grinders may be connected to sanitary sewers from homes, hotels,
institutions, restaurants, hospitals, catering establishments or similar
places where food waste originates from the preparation of food in
kitchens for the purpose of consumption on the premises or when served
by caterers.

e. Any sewage or wastes containing non-toxic metals, such as iron,
chromium, copper, zinc and/or other objectionable substances to such
degree that any such material received in the composite sewage at the
sewage treatment works exceeds the limits established by the District
Manager for such materials.

f.  Any sewage or wastes containing odor-producing substances
exceeding limits which may be established by the Manager.

g.  Any radioactive wastes or isotopes of such half-life or concentration
as may exceed limits established by applicable state or federal regulation,
or as may be set forth in the future by the District’s engineer.

h.  Quantities of flow or concentrations which adversely affect the
performance of the District’'s Sewer System, or the East River Regional
Sanitation District’s treatment works.

i. Sewage or wastes containing substances which are not amenable to
treatment or reduction by industry standard sewage treatment processes
employed.

j.  Any water or wastes which, by interaction with other sewage or
wastes in the Sewer System, release obnoxious gases, form suspended
solids which interfere with the collection system, or create a condition
deleterious to structures and treatment processes.

k.  Groundwater or surface water infiltrating the sewer system due to
leaks in the Service Lines or Collection Lines, or otherwise.

If any sewage or wastes are discharged, or are proposed to be discharged to

the District's sewers, which contain the substances or possess the characteristics
enumerated in this Section, and which in the judgment of the Manager, may have a
deleterious effect upon the wastewater facilities, processes, equipment, or
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receiving waters, or which otherwise create a hazard to life or constitute a public
nuisance, the Manager may:

a. Reject the wastes, and in connection therewith, use whatever cutoff
devices may be necessary or appropriate to protect District facilities and
personnel from harm;

b. Require pretreatment to an acceptable condition for discharge to the
public sewers;

c.  Require control over the quantities and rates of discharge, and/or
d. Require payment to cover the added cost of handling and treating
the wastes not covered by existing taxes or sewer charges under the
provisions of these Rules and Regulations.
When considering the alternatives, the Manager shall give
consideration to the economic impact of each alternative on the Customer.
If the Manager permits the pretreatment or equalization of waste flows,
the design and installation of the plants and equipment shall be subject to
the review and approval of the District Engineer.
2.5.6 The Manager may require a Customer to provide information needed to
determine compliance with these Rules and Regulations. These requirements may
include:
a. Sewage discharge peak rate and volume over a specified time period.

b.  Chemical analyses of sewage.

C. Information on raw materials, processes, and products affecting
sewage volume and quality.

d. Quantity and disposition of specific liquid, sludge, oil, solvent, or
other materials important to sewer use control.

e. A plot plan of sewers of the user's property showing sewer and
pretreatment facility location.

f. Details of sewage pretreatment facilities.

g.  Details of systems to prevent and control the losses of materials
through spills to the Sewer System.
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2.5.7 All measurements, tests, and analyses of the characteristics of sewage and
wastes to which reference is made in these Rules and Regulations shall be
determined in accordance with the latest edition of "Standard Methods for the
Examination of Water and Wastewater", published by the American Public Health
Association. Sampling methods, location, times, durations, and frequencies are to
be determined on an individual basis subject to approval by the District Manager.

2.6 TRANSFER OF PROPERTIES. The District assumes no responsibility to persons
acquiring interests in lots served by the District, except as specifically provided in these
Rules and Regulations. It shall be the responsibility of those persons acquiring interests
to ascertain whether tap fees and other charges have been paid by in advance of any
purchase. No lot subject to an outstanding lien for fees or other charges of the District
shall be relieved therefrom by reason of conveyance or encumbrance of part or all of such
lot to another. Regardless of change of ownership, or of failure of the District to collect
tap fees or other charges at the time of the issuance of permits, or any other act or
omission of the District, unpaid tap fees and other charges shall constitute a first and
perpetual lien which may be foreclosed as provided by law. Every property purchaser
or lienor should obtain an estoppel certificate from the District in order to understand the
obligations to the District encumbering the property.

2.7 RESPONSIBILITY FOR CONSTRUCTION, MAINTENANCE AND OPERATION
COSTS.

2.7.1 Construction, operation and maintenance of water and sewer lines and
appurtenant facilities within the District involves three areas of responsibility:

a.  All Service Lines and appurtenances are owned by the Customer.
The Customer has sole responsibility for construction, operation and
maintenance of such lines and appurtenances, including the connection to
a Collection Line, Distribution Line, or Main.

b.  All Distribution Lines, Collection Lines, and appurtenances lying
between a Service Line and the District's Water or Sewer Mains, including
the connection to the District's Mains, typically lying in a right of way, will
be the property of a homeowners' association or other non-District entity,
which shall have sole responsibility for the construction, operation and
maintenance of those lines and appurtenances. Arrangements and
responsibilities  for Distribution Lines, Collection Lines, and
appurtenances will be a matter for agreement between the Customer and
his/her homeowners' association or other non-District entity owning
such Distribution Lines or Collection Lines. In the event that the
homeowners' association or other entity owning such Distribution Lines
or Collection Lines desires to convey the ownership of such lines to the
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District, such owner and the District may agree to such conveyance in
accordance with Section 2.7.3 hereof.

c.  Water and Sewer Mains are the sole responsibility of the District.

2.7.2 All water and sewer facilities within the District, whether owned, operated
and maintained by Customers, their homeowners' associations, or others, shall be
constructed in accordance with these Rules and Regulations in order to assure the
functionality of the District's water and sewer system.

2.7.3  Ownership of Distribution Lines and Collection Lines. Upon the request of
a Lines Conveyor, the District, in its sole discretion, may undertake the ownership,
operation and maintenance of any Distribution Lines or Collection Lines within the
District. The District shall do so only by a written agreement between the District
and the Lines Conveyor containing the following minimum provisions:

a. As a condition to the District accepting ownership and providing
operation and maintenance services, the Distribution Lines or Collection
Lines shall be determined by the District to have been constructed in a
manner that meets all of the requirements of these Rules and Regulations,
including the requirements of Sections 5.5, 6.3 and 6.4. In the event that,
at any time after the conveyance of the Distribution Lines or Collection
Lines to the District, the District determines that the conveyed lines do
not meet the requirements of Section 5.5, 6.3 or 6.4, or other
requirements of the Rules and Regulations, the District shall have the
right, but not the obligation, to make whatever modifications are
necessary to cause said lines to comply with the District's Rules and
Regulations. The costs therefore shall be borne by the Lines Conveyor
and shall be promptly reimbursed to the District upon written notification
to the Lines Conveyor. Any amounts not reimbursed by the District as
provided herein shall constitute a first and perpetual lien which may
be foreclosed as provided by law.

b.  The Lines Conveyor shall grant such rights-of-way and easements as
are required for the installation, repair, maintenance, and improvement of
the subject Distribution Lines or Collection Lines. Such easements shall
grant the District the right to remove any roads, sidewalks, landscaping,
irrigation systems, or other improvements located within the easement as
may reasonably be necessary for the District to maintain or repair said
lines.

c.  Any costs of surveying and platting such easements shall be borne
by the Lines Conveyor and shall be promptly reimbursed to the District
upon written notification to the Lines Conveyor.

10
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d. The Lines Conveyor shall be responsible for recording all deeds,
easements, and other documents, as required by the District, with the
Clerk and Recorder of Gunnison County, Colorado.

e. Unless otherwise agreed to by the District and the Lines Conveyor,
the Lines Conveyor will be responsible for repairing, at its own expense,
any and all damages to roads, sidewalks, landscaping, irrigation systems,
or other improvements, which may be caused by the District while
repairing or maintaining the Distribution Lines or Collection Lines.

f.  The Lines Conveyor will agree to hold the District harmless against
any and all damages to roads, sidewalks, landscaping, irrigation systems,
or other improvements, which may be caused by the District while
repairing or maintaining the Distribution Lines or Collection Lines.

g. Ifrequested by the District, upon the conveyance of any Distribution
Lines or Collection Lines to the District, the Lines Conveyor shall provide
a maintenance bond for one (1) year following the date of the conveyance
of said lines, in an amount prescribed by the District and determined to be
adequate to cover potential maintenance costs for said lines. If significant
occurrences of maintenance and repair problems should take place
during such one year period, the maintenance bond shall be extended for
successive periods of one (1) year, until a full year shall have elapsed
without such repair and maintenance problems recurring. The District
shall be solely responsible for determining the need to have additional
bonds posted.

h. If requested by the District, the Lines Conveyor shall submit to the
District an "as-constructed" or "as-built" set of plans and specifications for
all completed Distributon and Collection Lines reflecting any difference
between the actual installation and the previously approved plans and
specifications, as certified by the Lines Conveyor’s Colorado registered
engineer.

i. The Lines Conveyor shall agree that any costs or charges incurred by
the District which are to be reimbursed by the Lines Conveyor in
accordance with the terms of the agreement are rates, fees, tolls, and
charges under the statutes and are for the benefit of the Lines Conveyor
and the individual owners of property within the area that is served by
the subject Distribution Lines or Collection Lines, and their respective
heirs, assigns, transferees, and successors in interest.
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j- The District will give the Lines Conveyor, or its successor, 30 days’
notice of routine maintenance services to be performed on the
Distribution Lines or Collection Lines.

2.8 DISTRICT AUTHORIZATION NOT TRANSFERABLE. No person authorized by the
District to perform work within the District may permit his authorization to be used by
persons not so authorized. However, plumbing work contracted for by an approved
licensed plumber may be performed by him through journeymen plumbers or
apprentices, under his direct supervision. Work performed through journeymen
plumbers or apprentices shall not relieve the licensed plumber from any responsibility.

2.9 REVOCATION OF AUTHORIZATION. The violation of any of these Rules and
Regulations, or the terms and conditions of any authority given by the District to any
person to perform work within the District shall constitute sufficient grounds for
revocation of the authorization of the person found guilty of any such violation.

2.10 EXISTING SERVICE LINES. Existing Service Lines may be used to connect new
buildings to the Water and Sewer Systems only when found by the District to meet all the
requirements of these Rules and Regulations.

SECTION 3
CONNECTION TO WATER AND SEWER SYSTEMS

3.1 CONNECTION TO WATER AND SEWER SYSTEMS REQUIRED. All buildings or
structures constructed or existing within the District which require water and sewer
service for domestic or commercial use shall connect to the District's systems before
occupancy. The District shall be the sole water and sewer service provider, and individual
water rights applications, water supply systems, and sewage treatment systems are not
permitted, without the express written consent of the District.

3.2 APPLICATION FOR CONNECTION AND SERVICE.

3.2.1 Applications to connect to the District's systems, either directly or
indirectly through Distribution Lines or Collection Lines owned by others, must be
filed with the District on the District's standard forms, and be accompanied by
appropriate plans and specifications or other materials as specified by the District,
together with payment of all applicable fees and charges, prior to action by the
District. Customers, developers and others who wish to connect Distribution Lines
or Collection Lines to Mains must complete the application process and obtain
Service or District approval, prior to institution of service.

3.2.2 Situations may arise where the owner of property located within the
boundaries of the District, but not previously served, submits an application for
connection to the District’s systems. In such case, prior to approving the
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application for connection, the District shall consider all factors related to its
current and future capacity to serve the property, the impacts that such connection
and service may have on the District’s existing facilities, the need for additional
infrastructure to provide the requested service, the financial costs related to such
service, the burdens placed on existing Customers or any other factors deemed
relevant by the District. The District may require that, prior to approving the
requested connection and service, the property owner satisfy certain conditions,
including but not limited to, proportionately defraying the cost of existing capital
improvements, infrastructure and assets of the District and any necessary
expansion of the District’s facilities needed to serve such property. The
determination of the District to serve such property, despite its location within the
boundaries of the District, shall be contingent upon the District’s capacity to
provide service to the subject property and the property owner’s compliance with
the obligations established by the District in accordance with this Section.

3.2.3 Application for connection and service shall be acted upon by the Board or
the Manager within a reasonable time from the date of receipt of the completed
application. If approval is denied by the Manager, the applicant shall have the right
to appeal the decision of the Manager to the Board, and be heard thereon at the
Board's next regular meeting. The Board's decision shall be final.

3.2.4 The District may deny an application for service on any of the following
grounds:

a. For misrepresentations in the application concerning the property
and fixtures contained therein, or as to the use of District services; or

b.  Anunresolved obligation between the District and the applicant; or

g

Inadequate capacity for the service requested, or
d. Any violations of these Rules and Regulations; or

e.  That approval of the application would create an unreasonable risk
to the health, safety or welfare of the residents within the District; or

f. Such other reasons as may be determined by the District to require
denial.

3.2.5 The District may revoke any application previously granted, before service
has been provided. District approval of an application for service may permit the
applicant to delay in connecting or using the service, provided that the applicant
includes as part of the application a request for a grace period.
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TAPPING REQUIREMENTS.

3.3.1 No Property Owner or other person shall obtain a building permit from
Gunnison County for any structure requiring service, unless such person shall have
first received District approval to such person's application, as required by Section
3 hereof, and a tap permit has been issued to such person. No unauthorized
person shall uncover, make any connection with, make any opening into, use, make
alteration to, or disturb any Main or appurtenance of the District, except as herein
provided. All physical tapping of Mains shall be performed by a Licensed Plumber
or Pipe Layer. No tap of a Main or any other line connecting to a Main shall be
made without prior issuance of a District permit. No permit shall be issued to any
prospective Customer until the District receives payment of all tap fees and
charges.

3.3.2 No permit shall be issued for connection to a Main until the Contractor has
filed with the District proof of the following minimum liability insurance coverage
in the then-current amount required by the District based on input received from
the District’'s manager, engineer, legal counsel, or other consultants, as deemed
appropriate by the District, all of which policies shall name the District as an
additional insured.

3.3.3  No permit shall be issued for connection to a Main until the Contractor
shall first have filed its written plan of construction setting forth the beginning and
ending construction dates, construction plan and specifications, detailing exact
location of tap and methods of construction and material description, and a plan of
traffic control and public safety protection.

INSPECTION OF CONSTRUCTION.

3.4.1 The District reserves the right to inspect construction of all water and
sewer lines within the District, including all Service Lines and Distribution Lines,
and Collection Lines, and all connections to Distribution Lines, Collection Lines,
and Mains, in order to assure that such construction and connections conform to
these Rules and Regulations. The connection and service permits issued by the
District will advise the applicant of the District's intentions with respect to
inspection.

3.4.2  The Customer or his Contractor or Licensed Plumber or Pipe-Layer shall
call the Manager for an open ditch inspection of all such construction or
connections. If the District fails to conduct such inspection within two full
business days following the day of such call, then construction and ditch fill may
proceed without further delay or notice.
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3.4.3 In the event that the District determines that any construction or
connection is substandard, it shall provide notice thereof to the Contractor or
Licensed Plumber or Pipe-Layer at the site (either by personal delivery or by
posting) and no further work or fill shall be undertaken until the deficiencies or
remedied or the matter is otherwise resolved by agreement between the District
and the Customer.

3.4.4 If the construction involves the placement of Distribution Lines or
Collection Lines, or connection directly to a Main, then the District may mandate
such special inspection procedures as it deems necessary for the protection of its
systems as a condition to and part of its approval of the Customer's application
under Paragraph 3.2.

3.4.5 Inspections of Service Line construction shall not result in any fee payable
by the Customer. Inspection of other construction or connections to Mains may
result in fees based upon the District's costs thereof; in such cases the method of
computing such fees shall be a part of the District's approval of the Customer's
application, and payment of such fee shall be a condition to the District’s approval
of said application under Paragraph 3.2.

3.4.6 Design of proposed fire sprinkler systems must be submitted to the District
for review and approval prior to installation and before issuance of a tap permit by
the District. All fire sprinkler systems must run through a flow meter and backflow
preventer. The backflow preventer must be tested annually to ensure that it
continues to function properly and all test results must be provided to the District.
The cost associated with the District’'s review of the sprinkler system design is
covered by the tap fee that is owed to the District. Any variation from a design
approved by the District must be submitted to the District for subsequent review
and approval prior to implementing the variation. Failure to install fire sprinklers
in conformity with a District approved design may result in the District deciding, in
its sole discretion, to revoke a previously issued tap permit.

3.4.7 Design of proposed grinder pump stations must be submitted to the District
for review and approval prior to installation and before issuance of a tap permit by
the District. The cost associated with the District’s review of the grinder pump
station is covered by the tap fee that is owed to the District. Any variation from a
design approved by the District must be submitted to the District for subsequent
review and approval prior to implementing the variation. Failure to install pump
stations in conformity with a District approved design may result in the District
deciding, in its sole discretion, to revoke a previously issued tap permit. Any
repair or replacement work completed after issuance of a tap permit shall be
reviewed and approved by the District before re-connecting to a District line.
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SECTION 4
WATER AND SEWER MAIN EXTENSIONS

4.1 EXTENSION POLICY. It is the policy of the District that it will accept Water and
Sewer Main extensions only when such can be properly controlled and maintained by the
District; ordinarily this will require placement of such lines wholly within roadways
owned or to be owned and maintained by the District. If roadways and Water or Sewer
Mains are proposed to be transferred to the District by an Owner or Developer, in
connection with resubdivision or development of one or more lots, then such will be
considered a land use change requiring Gunnison County Planning review and approval.

4.2 APPLICATION TO EXTEND. No Water or Sewer Main extension may be made
except by the District or by another under expressly delegated authority from the District.
Anyone wishing to extend a Water or Sewer Main must apply to the District for authority
to proceed, submitting therewith adequate proof of ownership of necessary easements for
the proposed Main extension, complete plans and specifications for such extension as may
be required by the District Engineer, and proof of financial capability to complete the
proposed extension as the District may require. It is recommended that the applicant
confer with the District and its Engineer prior to submitting its application or undertaking
preparation of its supporting materials, in order to obtain all of the District's filing
requirements. At a minimum, the District will require:

1) Construction plans and specifications prepared and certified by a Colorado
registered engineer.

2) Statement of anticipated use, including a plat of the proposed service area
for the extension, delineating all lots and uses, showing for each lot the maximum
EQR's for proposed improvements.

3) If the service area of the proposed extension is in an unplatted area or
involves a change in land use under Gunnison County regulations, then the
preliminary plan submission to Gunnison County must be submitted, together with

County approval thereof.
4) Proof of financial capability and surety therefore.
5) Construction contracts and subcontracts for all proposed work.

The District shall review the application and approve, disapprove, or approve with
conditions within 45 days of submittal of a complete application. If the application
involves a service area not now served by the District's Water and Sewer System, then the
District shall consider whether or not extension of service will require expansion of its
existing water system. If system redesign, addition or acquisition of new water supply is
required in order to serve the new area, under conditions of full build-out of the areas
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already served by the District together with the new service area, then the District shall
cause its Engineer to undertake the necessary redesign or other engineering work
necessary to meet such demand, all at the applicant's expense. In such cases the District
shall provide as a condition of approval that the Applicant shall reimburse the District for
the costs of improvements to the District's water system or supply resulting from the
need to serve the new service area, and shall require such security therefore as the
District may determine to be appropriate. Upon approval of the application to extension
submitted to the District, the applicant may proceed with the construction of the
proposed facilities in accordance with his application and any conditions to approval
imposed by the District.

4.3 INSPECTIONS. The authorization to proceed with construction of a Main
extension shall include a plan of inspections prepared by the District Engineer. The
Contractor shall give notice to the District Engineer of the time of inspections as the work
progresses at least three business days before the scheduled inspection. Procedures
applying to substandard construction or failure to permit inspection shall be the same as
those provided in paragraph 3.4.3. All costs of inspection shall be reimbursed to the
District by the applicant.

4.4  ACCEPTANCE OF EXTENDED LINES. Prior to acceptance of Water and Sewer
Main extensions and related structures and appurtenances, the applicant must:

a. Receive final inspection and approval of the District for compliance with
these Rules and Regulations.

b. Grant such rights-of-way and easements as are required for the
installation, repair, maintenance and improvement of the subject facilities. The
cost of surveying and platting such easements shall be borne by the applicant.

C. Deed and/or convey via bill of sale, as applicable, the mains and
appurtenances to the District free and clear of all liens and encumbrances.

d. Provide a maintenance bond for two (2) years following the date of the
completion of the extension project, in an amount prescribed by the District and
determined to be adequate to cover potential maintenance costs for the new
facilities. If significant occurrences of maintenance and repair problems should
take place during such year, the maintenance bond shall be extended for
successive periods of two (2) years, until a full two (2) years shall have elapsed
without such repair and maintenance problems.

e. Record all deeds, easements, and other documents as required, with the
Clerk and Recorder for Gunnison County, Colorado.
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f. Submit to the District an "as-constructed” or "as-built" set of plans and
specifications for all completed extensions reflecting any difference between the
actual installation and the previously approved plans and specifications, as
certified by the applicant's Colorado registered engineer.

After all conditions set forth above have been met, the District shall consider
acceptance of the completed Water and Sewer Main extensions at its next regularly
scheduled meeting. Only upon acceptance shall the District assume ownership and
maintenance responsibilities for Water and Sewer Main extensions.

SECTION 5
WATER SYSTEM CONSTRUCTION STANDARDS

5.1 CONSTRUCTION STANDARDS AND SERVICE LINE SIZING. All construction
affecting the Water System shall be performed to the District's construction standards.
Following are guideline standards which shall control, except where the District Engineer
finds that another construction standard should apply due to circumstances applicable to
a particular construction condition.

In order to provide the building or structure with adequate pressure and flow
capacity, each Service Line shall be properly sized. The line size requirements depend
upon several factors, including the static pressure in the Water Main, distance from the
Main to the building or structure, the number of units proposed for the building, and the
type of pipe used. Sizing calculations shall be performed by a registered engineer and
approved in writing by the District.

5.2 SERVICE LINE MATERIALS. All Service Lines, corporation stops, curb valves and
curb boxes, water meters, meter pits, and other fittings must meet or exceed the
standards of the American Water Works Association or be specifically approved by the
District’s engineer.

5.3  SERVICE LINE INSTALLATION.

5.3.1  Except as required in order to maintain and preserve the aesthetic
appearance of the District, Water Service Lines shall be located so as to take the
shortest, most direct path between the Water Main, or previously installed service
line stub, and the structure or building. It is recommended that the Service Line
not be installed beneath paved driveways, parking lots, or other plowed areas, and
insulation meeting the then-current requirements of the District engineer shall be
required in connection with installation of Service Lines beneath such areas..
Service Lines should not infringe upon other private property, open space, golf
course areas, or other properties without written permission of the owner and the
District. Water Service Lines shall not be installed in the same trench as Sewer
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Service Lines. A minimum horizontal clearance of ten feet shall be maintained
between Water and Sewer Service Lines.

5.3.2 Excavation of the trench shall be done in a workmanlike manner
providing a trench that is straight and true with a flat bottom containing no rock or
other deleterious material that could damage the pipe. After completion of the
excavation, and before the pipe or bedding is laid, a representative of the District
may inspect the trench for line, grade, rock, and cover and either accept or reject
the trench, as set forth in Section 3.4. Before either bedding or pipe is installed, all
groundwater must be removed from the trench by pumping or other acceptable
means.

5.3.3  All service lines shall be bedded from four (4) inches under the pipe to six
(6) inches over the pipe with sand or a fine gravel, free of frozen, organic, or other
deleterious material, with no stones larger than one inch in diameter. The bedding
shall be thoroughly compacted with hand tampers or mechanical equipment so
that a firm base results. Compaction must be accomplished with equipment
specifically designed for earthwork compaction. After placing and compacting the
two (2) inch layer beneath the pipe, the pipe shall be laid along the center of the
trench in as nearly a true horizontal alignment as possible. After placing of the
pipe the six (6) inch layer of bedding shall be placed and compacted. All bedding
and pipe must be installed in a completely dewatered trench.

5.3.4  Backfill requirements will vary depending upon the location where work
is being performed. Any work within the public roadway and beneath driveways
or parking lots will require the placement and compaction of backfill in layers. In
such areas, backfill shall consist of native materials, with no rocks larger than eight
(8) inches in diameter. Backfill shall be placed in eight (8) inch layers and
thoroughly compacted with rollers or vibration tampers. Compaction must be
accomplished with equipment specifically designed for earthwork compaction.
Provision must be made for resurfacing streets, driveways, and parking lots which
are damaged during service line installation. All backfill in these areas must be
installed in a completely dewatered trench.

5.3.5  The Contractor shall flush the pipelines as the work progresses by a
means in accordance with good practice to insure that sand, rocks or other foreign
material are not left in any of the pipelines. If possible, the flushing shall be made
through an open pipe end; otherwise, use of a fire hydrant may be acceptable, but
only on special approval of the District Engineer.

5.3.6  After each section of pipeline has been laid and partially backfilled, except
for the joints, or except when the District Engineer directs the trench to be
backfilled for reasons of public safety, or if the Contractor elects to backfill prior to
testing, as permitted, the pipe shall be slowly filled with water and tested. All pipe
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shall be tested at a pressure of 150 psi at the lowest point in each section. Each
street shall be tested separately, but outside feeder mains may be tested in
convenient lengths. The duration of each pressure test shall be at least one
continuous hour. All water used in testing the pipelines shall be supplied by the
Contractor. Each section of pipeline being tested shall be slowly filled with water
and the specified test pressure shall be applied by means of a pump connected to
the pipe in a manner satisfactory to the Engineer. The Contractor shall furnish all
necessary labor and equipment to perform the test. Before applying the specified
test pressure, all air must be expelled from the pipe. All exposed pipes, fittings,
values, hydrants, and joints will be carefully examined during the test. Any
cracked or defective pipe, fittings, valves or hydrants discovered during the
pressure test shall be removed and replaced by the Contractor with sound
material. The test shall be repeated until the test is satisfactory to the Engineer.

5.3.7 A leakage test shall be conducted after the pressure test has been
completed, unless the pressure test indicates that there are no leaks. The
Contractor shall furnish the pump, pipe, connections, meters and all other
necessary apparatus, and shall furnish all necessary assistance to conduct the test.
The duration of each leakage test shall be two hours, and, during the test, the main
shall be subjected to a hydrostatic pressure of 150 pounds per square inch. No
pipeline installation will be accepted until the leakage is less than the following:

Pipe Size Allowable Leakage in Gallons per
(inches) Hour per 1,000 Feet, DIP
4 0.37
6 0.55
8 0.74
10 0.92
12 1.10
14 1.29
16 1.47
18 1.66
20 1.84
24 2.21
30 2.76
36 3.31
42 3.86
48 4.41
54 4.97

For a section of pipeline under test containing less than 1,000 feet, the
allowable leakage will be reduced proportionately.
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The pipe may be subjected to hydrostatic pressure and inspected and
tested for leakage at any convenient time after the trench has been partially
backfilled, except at the joints, or backfilled as permitted by the Engineer. Where
any section is provided with concrete thrust blocks, the pressure test shall not be
made until at least two days have elapsed after the concrete was installed.

5.3.8  All water piping installed under this Contract shall be disinfected after all
construction work has been completed. Chlorine shall be added to the water at the
necessary locations in the amount to form a 50 ppm free chlorine residual. The
chlorinated solution shall be left in the pipelines for not less than 24 hours, and
after that length of time, the chlorine residual of the solution, at any place in the
system, shall not be less than 25 ppm. As required, the Contractor shall make all
necessary taps for inserting the chlorine in the pipeline and blowing and draining
pipelines, using approved corporation stops. After the disinfection has been
completed and approved, the corporation stops shall be closed, left in place, and
sealed with a cap. All chlorination cork must be done under the supervision of the
Engineer. After approval of the disinfection, the Contractor shall flush the new
system until the chlorine residual is 0.3 ppm.

5.3.9 The Contractor shall file a written certification to the District that all
testing required by this section has been performed and that all test results
conform to this section. Failure to provide such certification shall be grounds to
refuse to provide service.

WATER METERS.

5.4.1  Suitable water meters must be installed by the Customer at the time of
connection to the District's water system. Meters must be of type known as
nutating disc or oscillating piston displacement meters sized to conform to the
corporation stop and the Service Line (but in no event less than 34 inch). For
commercial or multi-family uses the type and size of meter will be specified by the
District on a case-by-case basis as part of the connection approval process. In
order to assure compatibility of meters, all meters will be purchased by Customers
through the District, which will supply meters at District cost plus 10%.

5.4.2  Each meter will be installed within the Customer's property allowing the
meter to be easily read remotely or electronically by District personnel on a year-
round basis.

5.4.3 Meters shall be horizontally mounted and shall be installed, maintained,
and replaced by the Customer at the Customer’s cost. If the Customer fails to make
a necessary repair or replacement, and the failure results in water waste, the
District reserves the right to make the necessary repair or replacement and
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charges for said repair or replacement shall be added to the Customer's water and
sewer service bill. The District will provide, and, when necessary replace all
individual meter transmitters.

5.4.4  The District shall have the right to inspect the Customer’s property at any
time in order to confirm the EQR rating for Customer’s property. No Customer
may deny the District access to a meter for the purpose of reading, testing,
repairing or replacing the meter. In the event that a meter cannot be read due to
the actions or negligence of a Customer, then the District may terminate service, or
if it elects to continue service, may impose a service charge equal to 200% of that
Customer's average charge for the preceding 6 months.

WATER DISTRIBUTION LINES. Water Distribution Lines are anticipated within

Multi-Family, Employee Housing, Commercial, Lodge and Clubhouse Tracts, and may also
be required for future annexed properties or other future customers. Specific
requirements on materials are set forth as follows:

5.5.1  All Distribution Lines shall be class 52 ductile iron pipe, sized to conform
to the District's master plan and to provide fire protection.

5.5.2  The gate valves for pipelines two inches and larger shall be iron body,
bronze-mounted, double-disc, parallel-seat, conforming to AWWA Standard No.
C500-80, for buried service, open left, non-rising stem, 2-inch operating nut, for a
working pressure of 150 psi. The joints for valves connected to the ductile-iron
pipe shall be mechanical joints. All gaskets shall be for standard water service.
The valve box shall be installed over each buried valve. The valve boxes shall be of
cast iron, complete with cover, and shall be of the extension type with screw-on or
slide-type adjustment, with flared base to fit the valve over which it is installed.
The cover shall have the word "WATER" case on the top. Boxes shall have 5% inch
diameter shafts. The minimum thickness of metal of the box shall be % inch.

5.5.3  All fittings shall meet the requirements of AWWA Standard C110-77,
"American National Standard for Grey-Iron and Ductile Iron Fittings, 3 inch
through 48 inch, for Water and Other Liquids". Fittings shall be Class 250 and may
be either cast or ductile iron. Bolts and flanges shall be furnished in accordance
with the type of fitting required. Gaskets shall meet the requirements of AWWA
Standard C111-79, "American National Standard for Rubber Gaskets Joints for
Ductile Iron and Grey Iron Pressure Pipe and Fittings". Gaskets shall be full-face.

5.54 All fire hydrants shall comply with the then-current requirements
established by the Crested Butte Fire Protection District or the District Engineer.-
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SECTION 6
SEWER SYSTEM CONSTRUCTION STANDARDS

6.1 SERVICE AND COLLECTION LINE SIZING. In order to adequately serve the
building or structure, Sewer Service and Collection Lines must be properly sized. A four-
inch diameter Sewer Service Line is the smallest size line acceptable for use within the
District. Four-inch Service Lines are only acceptable for serving one single family
residence with a caretaker's apartment, providing the total length of the service line, from
the sewer main to the building or structure, does not exceed 250 feet. Where the
maximum distance of 250 feet is exceeded, six (6) inch diameter pipe must be used. The
following table has been provided to serve as a guide in the selection of the proper Service
and Collection Line sizes.

MINIMUM

TYPE OF SERVICE INSIDE DIAMETER OF PIPE
Single Family Unit w/ Caretaker’s 4 Inches
Apartment (Total Length

Less than 250 feet)

Single Family Unit w/ Caretaker’s 6 Inches
Apartment (Total Length

Greater than 250 feet)

Duplex Unit w/ Two Primary 6 Inches
Dwelling Units (Total Length

Less than 250 feet)

Duplex Unit w/ Two Primary 8 Inches
Dwelling Units (Total Length

Greater than 250 feet)

Two - Single Family Units w/ Caretaker’s 6 Inches
Apartments (Total Length

Less than 250 feet)

Two - Single Family Units w/ Caretaker’s 8 Inches
Apartments (Total Length

Greater than 250 feet)
Apartment or Condominium Structure 6 Inches

w/ Two Primary Dwelling Units
(Total Length Less than 250 feet)
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Apartment or Condominium Structure 8 Inches
w/ more than Two Primary Dwelling Units

All Collection Lines As determined by the District
Engineer

NOTE: Commercial establishments shall be considered on a case by case basis.

6.2

SERVICE AND COLLECTION LINE MATERIALS. All Service and Collection Lines

shall consist of material approved by the District Engineer per the District Engineer’s
then-current standards.

6.3

SERVICE AND COLLECTION LINE INSTALLATION.

6.3.1  All Sewer Lines shall be installed along true horizontal and vertical
alignments. Where bends are required or necessitated, the appropriate fitting (11'
4°, 22%° or 45° bends) shall be installed in conjunction with a clean-out. Clean-
outs should also be installed at one-hundred foot intervals along long Service or
Collection Lines. Clean-outs shall consist of a prefabricated wye with riser
installed to the finished grade, and shall be the same diameter as the Collection or
Service Line. All Collection Lines must be located in recorded easements of
sufficient width to permit maintenance and replacement, or other properties
without written permission of the owner and the District. Sewer Service or
Collection Lines may not be installed in the same trench as water Service or
Collection Lines. A minimum horizontal clearance of ten (10) feet shall be
maintained between water and Sewer Service Lines, Distribution Lines, and
Collection Lines.

6.3.2  All Sewer Lines shall be installed at the following minimum slopes. The
slope between bends shall be true or uniform and in no case less than the
following:

SERVICE LINE SIZE MINIMUM SLOPE OR GRADE
4" 2.0% or /4" per foot
6" 1.0% or 1/g” per foot
8" 0.5% or 1/16" per foot

6.3.3  All Sewer Lines shall have a minimum depth of cover of five (5) feet at all
points along the service line to prevent freezing, where such line will be covered
with snow, but in plowed streets, walks and driveways and parking areas, the
minimum depth of cover shall be seven (7) feet.
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6.3.4  Excavation of the trench shall be done in a workmanlike manner
providing a trench that is straight and true with a flat bottom containing no rock or
other deleterious material that could damage the pipe. After completion of the
excavation and before the pipe or bedding is laid, a representative of the District
shall inspect the trench for line, grade, rock, and cover, and either accept or reject
the trench. Before either bedding or pipe is installed, all groundwater must be
removed from the trench by pumping or other acceptable means.

6.3.5  All sewer lines shall be bedded from four (4) inches under the pipe to six
(6) inches over the pipe with sand or a fine gravel, free of frozen, organic, or other
deleterious material, with no stones larger than one inch in diameter. The bedding
shall be thoroughly compacted with hand tampers or mechanical equipment so
that a firm base results. Compaction must be accomplished with equipment
specifically designed for earthwork compaction. After placing and compacting the
four (4) inch layer beneath the pipe, the pipe shall be laid along the center of the
trench in true horizontal and vertical alignment. After placing of the pipe, the six
(6) inch layer of bedding shall be placed and compacted. All bedding and pipe
must be installed in a completely dewatered trench.

6.3.6  Backfill requirements will vary depending upon the location where work
is being performed. Any work within the public roadway and beneath driveways
or parking lots will require the placement and compaction of backfill in layers. In
these areas, backfill shall consist of native materials with no rocks larger than eight
(8) inches in diameter. Backfill shall be placed in 8" lifts and thoroughly
compacted with rollers or vibration tampers. Compaction must be accomplished
with equipment specifically designed for earthwork compaction. Provision must
be made for resurfacing streets, driveways, and parking lots which are damaged
during service line installation. All backfill in these areas must be installed in a
completely dewatered trench. In areas where roadways, driveways or parking
areas are not affected, a minimum standard proctor density of 90% must be
attained.

SERVICE AND COLLECTION LINE TESTING. All sewer lines which will be

connected to the District's Sewer System shall be tested for infiltration or exfiltration and
alignment in accordance with the following procedures. Due to the high groundwater
table throughout the District, particular attention will be paid to infiltration. Exfiltration
and alignment testing will be performed at the option of the District. All testing must be
performed while being observed by a representative of the District. No service line will
be finally connected to the District's Sewer System until all tests have been performed and
are acceptable.

6.4.1 Infiltration tests shall be conducted on all sewer lines where it could be
anticipated that groundwater may rise above the flow line of the pipe. Tests shall
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be conducted by placing an approved calibrated V-notch weir in the pipe at the end
of the service line. Sufficient time will be allowed to permit the water level behind
the weir to stabilize before reading. Any foreign material hanging to the weir shall
be dislodged before reading. Successive readings shall be taken until consistent
results are obtained. The maximum allowable infiltration shall be two (2) gallons
per day per inch of pipe diameter per 100 feet of pipe, including connections,
manholes and other structures.

6.4.2  Exfiltration testing may be required where existing groundwater levels
are below the invert of the pipeline to be tested. The sewer line shall be tested by
plugging the pipe at its low end, filling the pipe with water and observing the water
level for a minimum period of two (2) hours. Exfiltration shall not exceed two (2)
gallons per day per inch of pipe diameter per 100 feet of pipe.

6.4.3  As an alternative to the exfiltration test specified above, the owner, with
approval of the District, may conduct an air test. An air test shall be conducted in
the following manner:

a.  Flush and clean the sewer pipe prior to testing in order to wet the
pipe surfaces and produce more consistent results. Plug and brace all
openings in the sewer service line. Connect air pump and check all pip
plugs with a soap solution to detect any air leakage. If leaks are found,
release the air pressure, eliminate the leaks and start the test procedure
over again.

b. Add air until the internal pressure of the sewer line is raised
approximately 4.0 pounds per square inch (psi) at which time the flow of
air shall be reduced and the pressure maintained between 3.5 and 4.5 psi
for sufficient time to allow the air temperature to come to equilibrium
with the temperature of the pipe.

c.  After the temperature has stabilized, the pressure shall be permitted
to drop to 3.5 psi gage at which time a watch shall be used to determine
the time lapse required for the air pressure to drop to 2.5 psi gage.

d. If the time lapse does not comply with the then-current standards
established by the District’s engineer, the owner shall make the necessary
corrections to reduce the leakage to acceptable limits.

6.4.4  Each sewer line shall be tested for true grade and alignment by lamping
from each end of the service line to determine whether any displacement of the
pipe has occurred during installation.
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6.4.5  The Contractor shall file a written certification to the District that all
testing required by this Section has been performed and that all test results
conform to this Section. Failure to provide such certification shall be grounds to
refuse to provide service.

SECTION 7
RATES AND BILLING PROCEDURES

7.1 GENERAL. The information contained in this section is pertinent to all charges of
whatever nature to be levied for the provision of water service. The rates and charges as
established herein are in effect at this time and shall remain in effect until modified by the
District. Nothing contained herein shall limit the District from properly modifying rates
and charges in compliance with all applicable statutory and regulatory requirements or
from modifying any classification by amendment to this Section.

7.2  STATEMENTS. Statements for all charges set forth herein shall be rendered
monthly based on usage. Charges for late payments, penalties, and other appropriate
charges will be added to the statements. Statements will be mailed the beginning of every
month and shall be payable on the last day of the month as indicated on the statement.
Until paid, all fees and charges constitute a first and perpetual lien on and against
the property served which may be foreclosed in a manner provided by law.
Delinquent accounts draw interest on the unpaid charges at the rate set forth in the
District’s then-current Collections Resolution, a copy of which is available from the
District Manager upon request. In the event that it is necessary for the District to
commence collection proceedings by foreclosure of any lien, or other appropriate method,
the owner or customer is liable to reimburse the District for all costs and fees incurred in
the collection of the account, including court costs, recording fees and reasonable
attorney's fees.

In the event of leaks, breakage, or other large unintentional uses of water, the
customer may request from the Board an adjustment to their water usage charges. The
customer must present their request in writing, stating the reason for the large
unintentional use, the dates the problem occurred, and the remedy implemented to
correct the problem. The Board in its sole discretion will review the request and on a case
by case basis may reduce or change the charges for the water use.

7.3 WATER AND SEWER TAP FEES. The District imposes a one-time
fee for connection to the Water System called a "Tap Fee". This Tap Fee is computed as
set forth in the District’s then existing Fee Resolution, a copy of which is available from
the District Manager upon request. The tap fee must be paid prior to the issuance of a
building permit.

7.4 RULES TO DETERMINE APPLICABLE EQRs.  All fees and charges of the district
for water and sewer services shall be based on the EQR rating of the Customer's
improvements or proposed improvements. If use of a Customer's property is changed, or
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improvements are modified, following initial construction or in the course of
construction, then the EQR rating for the Customer's property shall be modified to
conform thereto. The Customer shall have the affirmative duty to notify the District of all
such modifications, and failure to do so shall be a violation of these Rules and Regulations.

EQR ratings shall be determined as follows:

A.

For Single Family Residences

All such Single Family Residences, having no more than one kitchen and 3
bathrooms, shall be rated at 1.00 EQR. Each additional tub or shower shall
increase the rating by 0.1 EQR, each additional toilet or sink or hot tub or
spa, which hot tub or spa has a hardline connection to the District’s
wastewater services, shall increase the rating by 0.05 EQR. Additional
kitchens add 0.2 EQRs. Single Family Residences with attached units shall
be subject to these same add-on EQR ratings in addition to the base rate of
1.00 EQR and add-on EQRs contained within the single family residence.
Single Family Residences with detached accessory dwelling units, or similar
structures, shall be subject to an additional base rate of 1.00 EQR and the
same add-on rating described above, in addition to the base rate of 1.00
EQR and add-on EQRs contained within the single family residence. Duplex
units governed by Associations shall be treated as a single residence for
billing purposes; however, each unit within said duplex will be treated as a
single family residence under this section to determine its EQR. Duplex
units subject to a party wall agreement shall be treated as separate single
family residences, unless said duplex is subject to a party wall agreement
that provides for common billing, in which case it will be treated as a
duplex governed by an Association under this section for the purpose of
determining its EQR.

For Multi-Family Residences (Including Lodges)

All such, having no more than one kitchen and one bathroom, shall be rated
at 0.70 EQR, and all such having one bath only shall be rated at 0.50 EQR.
Additional facilities shall increase the EQR rating as in the case of single-
family residences.

For Commercial Units

Retail stores or businesses, shall be rated at 0.75 EQR for each 2500 square
feet of floor area. Accessory areas in connection with such stores or
businesses, such as exercise rooms, locker rooms, convention rooms,
lobbies and storage areas shall be rated at 0.75 EQR per 2500 square feet of
floor area. Public laundromats shall be rated at 1.00 EQR per washing

28
SMD Rules and Regulations


Owner
Typewritten Text
Appendix L


Appendix L

machine, regardless of square footage. Hot tubs or spas shall increase the
rating of 0.10 EQR.

Applications for service which involve water uses not covered by the foregoing shall be
rated by the District on a case-by-case basis.

7.5 WATER AND SEWER SERVICE CHARGES. All service charges for water and sewer
service within the District will be a product of the EQR rating applicable to the Customer
receiving service and the base rate charge.

Water charges shall commence for the month in which connection to the District’s
water system is first made and shall be prorated, as applicable.

7.6 CHANGE IN CUSTOMER'S EQUIPMENT OR SERVICE. No change in the
customer's equipment or service shall be made without the prior approval of the District
being first obtained. Any change in a customer's equipment or service which increases
the service provided by the District shall require a redetermination of the Tap Fee,
monthly service charge, and payment of any additional Tap Fee and service charge so
determined. The redetermined Tap Fee shall allow a credit for previously paid tap fees.
Changes in a customer's equipment or service which result in a decrease in the service
provided by the District shall not result in a reduction or refund of Tap Fees. If buildings
are removed or destroyed, service shall be deemed to be discontinued effective at the
time of removal or destruction.

7.7 DISCONTINUATION OF SERVICE. The customer may have water and sewer
service discontinued by submitting a written request accompanied by a $25.00 fee to the
District. If service is discontinued due to delinquency, a $25.00 fee will be assessed
against the delinquent customer.

7.8 RESUMPTION OF SERVICE. A customer may have water and sewer service
restored by submitting a request in writing to the District, accompanied by a fee to be
established by the District Manager, which shall not exceed one-half (¥2) of the then-
current Tap Fee for the service requested. If service was turned off due to delinquency, all
past due amounts, including interest and penalties, must be paid in addition to paying
one-half (%2) the current Tap Fee before service shall be restored.

7.9 UNAUTHORIZED TURN-ON. It shall be unlawful for any unauthorized person to
turn on or restore water or sewer service. In addition to criminal penalties, the District
shall assess a penalty in an amount to be determined by the District’s manager, but in no
event to exceed half of the then-current District tap fee, against the person responsible for
violation of this section and/or the owner of the property benefited by such unauthorized
activity.
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7.10 UNAUTHORIZED CONNECTION FEES. An unauthorized connection fee equal to
twice the normal Tap Fee due shall be payable by persons tapping onto the District's
facilities without prior payment of tap fees, approval of application, or adequate
inspection of lines.

7.11 AVAILABILITY OF SERVICE CHARGE. In the event that a parcel of property, lot,
or tract within the District is located within 100 feet of an installed water line, sewer line,
or water and sewer line that is ready for connection, and the parcel of property, lot, or
tract has not connected to the applicable water and/or sewer line, then the District may
assess an Availability of Service Charge against such parcel of property, lot, or tract. Such
Availability of Service Charge shall be assessed in compliance with Section 32-1-1006,
C.R.S., as amended from time to time, and shall be assessed solely for the purpose of
paying principal and interest on any outstanding indebtedness or bonds of the District,
and shall not be used to pay for any operation or maintenance expenses of, nor for any
capital improvements within or for, the District.

The Availability of Service Charge shall be assessed at provided in the District’s
then-current Fee Resolution, a copy of which is available from the District Manager upon
request.

7.12 BILLING PROCEDURES FOR MULTI-UNIT PROPERTIES. Billing of all fees for (i)
lots with a maximum use and density designation, as determined by the final plat, of more
than one unit, and (ii) structures having more than one unit, will be made to the agent or
entity designated by the owners(s) of such lot or structure for that purpose and it shall be
the obligation of such owners to provide for such a common agent or entity. Failure to
provide for such an agent or entity or failure of that agent or entity to provide timely
payment for all units within the lot or structure may result in enforcement procedures
against all owners for payment deficiencies. In the event that a duplex governed by an
Association or a party wall agreement that provides for common billing, or other
commonly-governed multi-unit structure fails to pay any costs, fees, rates, or penalties,
enforcement procedures may be taken against any and all unit owners.

a. A duplex built upon a duplex lot and governed by an Association shall be
permitted to combine water use and EQRs for billing purposes, and shall receive
one water use statement under §7.2.

b. A duplex built upon a duplex lot and not governed by an Association or a
party wall agreement that provides for common billing shall receive individual
statements under §7.2, and will not be permitted to combine water use or EQRs.

C. A duplex built upon a duplex lot and not governed by an Association, but
subject to a party wall agreement that provides for common billing shall be
permitted to combine water use and EQRs for billing purposes, and shall receive
one water use statement under §7.2.
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d. Associations that govern Skyland Multi-Family Tracts will be permitted to
combine water use and EQRs for each Association. Such Associations shall receive
one bill for their activities pursuant to §7.2.

SECTION 8
ROADS AND ROADWAYS

8.1 EXCAVATION AND CUTS IN ROADWAYS. No person or firm shall excavate or
repair an excavation in a road or roadway of the District without first having obtained a
written permit therefore. This permit will specify all conditions under which the work
will be done and the standards to which the disturbed area must be repaired. The Board
shall set the fee for this permit. The District may require a cash deposit or other security
to insure that the terms of the permit are properly carried out or completed.

8.2 TRAFFIC CONTROL. Whenever repair, excavation, or any other work is
undertaken in a District owned roadway which affects the flow of traffic or poses a safety
hazard, proper traffic control measures shall be taken, including signing, barricading,
flagging and road closure. Excavations in a roadway shall not remain open or unfilled for
more than 48 hours, and shall never be left unattended without proper barricading. In
the event that an excavation remains open for a period longer than that, the District may
at its option fill the excavation and charge the contractor or person performing the
excavation any costs incurred therefore.

8.3 SNOW REMOVAL. Persons clearing snow from private driveways or access roads
shall not plow snow into the roads and roadways of the District. Owners shall keep
vehicles, construction materials and any other items off the District roadways and rights
of way from the hours of 4:00 A.M. to 10:00 A.M. during the period from October 1
through April 30 of each year to allow for snow removal.

8.4 ROAD EXTENSIONS.

8.4.1 No road extensions may be made except by the District or by another
under expressly delegated authority from the District.

8.4.2  Anyone wishing to extend a road must apply to the District for authority
to proceed, submitting therewith adequate proof of ownership of the proposed
roadway extension, complete plans and specifications for such extensions as may
be required by the District Engineer and proof of financial capability to complete
the road extension as the District may require.
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8.4.3 The procedures and requirements for approval, construction and
acceptance of road extensions are the same as those set forth in Section 4 for
Water and Sewer Main Extensions.

8.5 PARKING. No Parking within the District’'s Roadways shall be permitted, except
where permitted by the appropriate signage or by prior written permit issued by the
District Manager. In the event any vehicle, or other personal property is parked or stored
within a District Roadway in violation of this provision for a period in excess of one hour,
in addition to the other penalties referenced herein, the District Manager shall cause the
same to be towed and stored at the expense of the owner of such vehicle or property.

SECTION 9
INCLUSIONS

9.1 INCLUSION POLICY. It is the policy of the District to refrain from inclusion of
lands into the District's boundaries.

SECTION 10
PROTECTION OF WATER SUPPLY

10.1 NO SERVICE OR CONNECTION WITHOUT A LANDOWNER AGREEMENT. The
District shall not approve or permit any connection with the District's water and sewer
facilities by an owner of Lots 21 through 30 and 36 through 41, Skyland Filing No. 1,
(hereinafter "the Affected Lots") unless there is in effect a Landowner's Agreement with
respect to such lot. The District shall not continue to serve any Affected Lot with water
and sewer service unless there is in effect a Landowner’s Agreement. The District may
require an engineering assessment and mitigation plan for any lots deemed to be high
risk to the water supply.

10.2 CONTENTS OF THE LANDOWNER'S AGREEMENT. A Landowner's Agreement
shall set forth the following and shall be executed by the Affected Lot owner and any
other party holding a recorded encumbrance thereon:

a. A plan of development of the Affected Lot, acceptable to the District,
depicting the location of all improvements within it, together with a description
thereof. The Landowner must agree to limit development and subsequent use of
the Affected Lot to this plan, unless variance thereto is approved by the District in
writing.

b. Agreement by the Landowner to limit his use of pesticides, fertilizers, paint
and stains, deicing materials, detergents, solvents, deck-washes, and other
substances which may be used or stored outdoors to a list of approved substances
prepared and up-dated from time to time by the District.
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C. Agreement by the Landowner that in the event of spillage within an
Affected Lot of any substance deemed by the district to constitute a threat to the
Decker Springs Underground Water System or underground water flows tributary
thereto, then the District may forthwith enter the Affected Lot, without prior notice
to the Landowner, and undertake suitable clean-up procedures reasonably
necessary to protect the Decker Springs Underground Water System and
underground water flows tributary thereto, without liability to the Landowner,
and without the institution of legal proceedings.

d. Agreement by the Landowner that in the event of violation of any of the
terms of the Agreement by the Landowner the District may obtain mandatory
injunctive relief, ex parte, if need be, and without posting any security bond
therefore, to assure Landowner's compliance with the terms of the Landowner's
Agreement. The costs of litigation, including all expenses of the District reasonably
incurred therein, and not limited to statutory "court costs" and including
reasonable attorney's fees incurred by the District, shall be assessed by the court
as a money judgment against the Landowner.

10.2.1 To assist the Landowner in complying with this regulation, the District
shall, within fifteen (15) days of the adoption of this Resolution, have copies of the
Agreement available at its offices for inspection by the general public. The
Agreement shall be signed by the Landowner and the District, shall refer to the
Affected Lot by legal description, and shall be binding upon all subsequent owners
of the property. The District shall cause the Agreement, and any amendments
thereto, to be recorded in the office of the Clerk and Recorder in Gunnison County,
Colorado, with respect to the Affected Lot, at which time the Landowner's
Agreement shall become effective.

10.2.2 To expedite development of Affected Lots, the District shall notify the
Landowner as to whether or not his development plan has been approved within
forty-five (45) days of the date that such plan is filed with the District's office. If
the development plan is not approved as filed, the District, in consultation with its
water engineers, will provide the Landowner with a response explaining why his
plan was not approved and, where appropriate, suggestions on how to bring his
plan into compliance with this regulation. When the development plan has been
approved, the Landowner may proceed with construction and installation of
landscaping in accordance with the development plan. Any additions, deletions or
modifications to the approved development plan must first be approved by the
District as provided above.

10.3 AS TO EXISTING USERS. Those Affected Lots which now contain residences are
subject to Sections 1 and 2 hereof, except as modified herein below:
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a. The Landowners of such Affected Lot must enter into a Landowner's
Agreement within sixty (60) days of the effective date hereof and obtain
concurrence of such agreement by all encumbrancers within an additional sixty
(60) days.

b. The plan of development shall include the existing improvements in their
present location and the District shall accept the same.

10.4 RESTRICTIONS ON DEVELOPMENT OF CERTAIN LOTS. Due to the proximity of
Lots 17 through 20, Skyland Filing No. 1 (collectively, the “Restricted Lots”) to the
District’'s water supply, and the anticipated adverse impact of development on the
Restricted Lots, the District shall not approve or permit any connection to the District's
water and sewer facilities by an owner of the Restricted Lots except for lot 20. Lot 20 has
been deemed high risk to the water supply and shall not be developed or provided with
Water or Sewer Service until an engineering and environmental assessment and
mitigation plan for this lot has been approved by the District.

SECTION 11
WATER CONSERVATION

11.1 PURPOSE AND SCOPE. The purpose of this section is to create incentives for
water conservation by users of the District's water supply, to prevent unnecessary
depletion of the raw and treated water supply of the District, to attempt to supply a
continuing level of satisfactory service to its existing Customers, and to insure the
District's ability to meet the present and future water needs of the District's residents.
The provisions of this section apply to all users of water supplied by the District.

11.2 WATER CONSERVATION REQUIRED. No Customer shall discharge, or cause to be
discharged or permit any bleeding water flow. Customers shall prevent unnecessary
waste of water, and shall keep all water outlets closed when not in actual use. Hydrants,
outside water faucets, urinals, water closets, bathtubs and other fixtures shall not be left
running for any purpose other than for which they are intended. Each Customer shall
have the affirmative duty to forthwith remedy any break or defect in a Service, Collection
Line, or Distribution Line, or connection to a Collection Line, Distribution Line, or Main for
which he is responsible which causes or may cause discharge of treated water into the
ground or infiltration of ground water into the water or sewer systems.

11.3 WATER CONSERVATION FIXTURES REQUIRED. All plumbing fixtures in new
construction (for the purposes hereof "new construction" shall include any remodeling of
present construction or other replacement of plumbing fixtures presently installed),
whether commercial, residential or other within the District shall meet the following
requirements for water use:
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a. All water closets shall be designed to use a maximum of 1.6 gallons per
flush. All closets shall be listed with an approved listing agency.

b. Shower heads for the purpose of bathing and washing shall have a
maximum flow rate of 2.5 gallons per minute at 80 psi.

C. In all commercial construction, all lavatories shall be equipped with faucets
that deliver a maximum flow of 0.5 gallon per minute at 60 psi; or that are
equipped with metering valves that close automatically after delivering a
maximum of .25 gallon; or that are controlled by an infrared or other device so that
they operate only upon demand with a maximum flow rate of 0.5 gallon per minute
at 60 psi, except required handicapped facilities may be equipped with faucets
designed for handicapped.

d. Kitchen and service faucets shall have a maximum flow of 2.2 gallons per
minute at 60 psi.

e. In all residential construction, lavatory faucets shall have a maximum flow
of 2.2 gallons per minute at 60 psi.

f. Automatic Flushing Tanks - The use of automatic flushing tanks which flush
more than one urinal at a time shall be prohibited.

g. All urinals shall be designed to use a maximum of one (1) gallon per flush.
No urinal shall be installed which uses a timing device to flush periodically
irrespective of demand.

11.4 LIMITATIONS ON OUTDOOR USES OF WATER. No outdoor uses of water may be
made by a Customer except as specifically permitted hereunder, as follows:

a. Washing of exteriors of houses or other structures, but no more often than
one time per year.

b. Car washing, provided that such is accomplished by use of a bucket or a
hose with a spring loaded shutoff valve.

C. Washing of paved walks and drives, but no more often than once per
month.

d. Lawn watering may be accomplished only through underground sprinkler
systems, including automated timing control systems, as limited under paragraph
11.5 below.

11.5 LIMITATIONS ON IRRIGATED AREAS.
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11.5.1 No person shall cause or permit water waste. Waste of water is defined,
by way of illustration, but not limitation, as continuous application of water to
lawns, sod, or other irrigated areas resulting in ponding or the flowing of waste
water into drainage or storm drainage facilities, or failure to repair irrigation
system units which are leaking, or application of water intended for irrigation to
other uses or other applications of water which do not result in beneficial use of
such water consistent with the limitations of this paragraph.

11.5.2 Except as provided in this section, every lot within the District's service
area shall be limited to the following aggregate irrigated area:

Single family residential lots 3950 square feet
Duplex lots 5700 square feet
Lot M-1 47000 square feet
Lot M-3 29000 square feet
Lot M-4 70000 square feet
Lot M-5 53000 square feet
Lot M-6 53000 square feet
Lodge Site 33000 square feet

In the event of resubdivision of any lot, the square footage applicable to
the subdivided lot shall be apportioned among the new lots according to a
schedule certified to the District by the Subdivider. If resubdivision of a lot results
in reduced residential density from that permitted under the Skyland Final Plat,
then the aggregate irrigated area permitted within the resubdivided lots shall be
reduced to equalize water usage for similar lots within the District pursuant to the
schedule certified by the Developer.

Excepted from the foregoing irrigated area size limitations are all existing
lawns as of June 1, 1995; provided that, such areas may not be increased in size
thereafter (except as limited hereinabove), nor may they be replaced in the future
(except as limited above) if they are reduced in size or eliminated by the lot owner.

11.5.3 The area defined in paragraph 11.5.2 above may only be watered in
accordance with the watering schedules posted at the District's offices and mailed
to Customers 10 days prior to their effectiveness. Such schedules shall be
prepared by the Manager and shall be structured to reduce peak flow demand to a
minimum.

11.6 EMERGENCY POWERS.

In times of water emergency, the District may during such period alter these Rules and
Regulations, as follows:
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a. Upon a finding by the District, or, in the face of imminent danger a finding
by the Manager, that the District is facing a shortage in its supply of water, or
facing a problematic situation in regard to its capacity to supply water, the Board,
or, in the proper circumstance the Manger, shall have the authority to institute
special rules and regulations affecting the uses, prices, and times of use, or even to
prohibit, if necessary, all outdoor uses of water served by the water delivery
system. The District may place users on the Drought Water Rate System, or may,
in its sole discretion, alter the water rate structure as necessary.

b. Such special rules and regulations promulgated as a result of the District's
action under subsection (a) hereinabove shall have full force and effect and be
enforceable when posted and mailed to Customers, and shall continue in effect
until such time as the water shortage or delivery system problem is found by the
District to have ended and notice thereof has been posted and mailed to
Customers.

11.7 WATER METERS. Each customer shall maintain a water meter, as prescribed by
the District, measuring all water usage through the Customer's Water Service Line. Such
meter shall be available to the District's water meter reader throughout the year.

11.8 REGULAR WATER RATE SYSTEM. Each building shall be billed for its water use
based on the rate structure provided for in the District’s then current Fee Resolution, a
copy of which is available from the District Manager upon request.

11.9 DROUGHT WATER RATE SYSTEM. In the event that Skyland Metropolitan
District becomes subject to a water emergency as referenced in § 11.6, the Board may
institute drought rates as provided for in the District’s then-current Fee Resolution, a
copy of which is available from the District Manager upon request.

11.10 SPECIAL PERMITS. Daily or hourly watering restrictions imposed hereby may be
modified by the District, as follows:

a. For watering newly sodded lawns, daily watering for a period not exceeding
fourteen consecutive days.

b. For watering newly seeded laws, daily watering for a period not exceeding
twenty-five consecutive days.

C. For watering outside plant stock, daily watering for a period not exceeding
fifteen consecutive days.

d. When there are circumstances that do not permit a Customer to deliver three-
fourths of an inch of water per week on watered areas, an appropriate watering
arrangement to attain that minimum, if the Customer submits a plan describing the
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area to be served and the method to be used to deliver and adequate amount of
water.

e. For water schedules otherwise prohibited, in cases of a clear and present
hardship.

An applicant for a special permit shall pay a $10.00 special permit fee and apply in writing
on forms provided by the Manager that contain the following information: the reasons for
requesting the permit; the period of time for which the permit is requested; the area or
address to the premises to which such permit applies; for requests for additional
watering times, a plat describing the area for which the permit is requested and a
description of the method to be used to deliver an adequate amount of water to the area;
and such other applicable information as the Manager may reasonably request in order to
review the application.

The holder of each special permit shall post the permit in a conspicuous place on the
premises to which the permit applies so that it is readily visible for the street abutting the
premises. No person who holds a special permit shall transfer that permit from the
premises for which the permit is issued to any other premises or location. Any attempt to
do so voids the permit. If any person holding a permit under this section violates any
condition of the permit the Manager may revoke the permit. The Manager may establish
such additional procedures as deemed necessary for the review and processing of special
permit applications. Water rate usage for all special permits will be billed according to
the “Base/1000 Gallon Rate” (currently $3.00/1000 gallons) provided for in the District’s
then current Fee Resolution, a copy of which is available from the District Manager upon
request.

11.11 ENFORCEMENT. In the event of any Customer's failure to comply with these Rules
and Regulations, the District may: (a) terminate service; (b) penalize the offender up to
$100.00 for each incident (each day of unremedied noncompliance may be treated as a
separate incident); (c) require the posting of a cash bond, not to exceed $500.00, to be
used as a fund for payment for future incidents; and (d) employ any other remedy
provided under these Rules and Regulations or by law. Any Customer charged with
failure to comply shall have a right to be heard by the Board at its next regularly
scheduled meeting with respect to such charge, at which hearing the Board shall
determine whether the Customer has breached the terms of this section by a
preponderance of the evidence. For the purposes of this section a Customer shall be
responsible to the District for failure to comply by any lessee, guest, permittee, employee,
agent, or contractor of the Customer, and for any violation caused by the act or omission
of such persons resulting in a violation, whether such was intentional or negligent. Until
paid, any penalty levied under this section shall constitute a first and perpetual lien
on and against the property served which may be foreclosed in a manner provided
by law.
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11.12 MISCELLANEOQOUS. The Board shall have the power and duty to limit total water
usage, change the rates enumerated herein, and deny service to parties who fail to abide
by use restrictions pursuant to the procedures enumerated in § 11.11, and exercise any
other power or duty that arises from these Rules and Regulations or by law. The Board
shall have this power and duty regardless of the status of drought in the area.

SECTION 12
PROCEDURES OF THE DISTRICT

12.1 DISTRICT POWERS. All actions, powers and authorities of the District provided
for in these Rules and Regulations shall be accomplished by and through its Board of
Directors, and its Manager, District Engineer, or others, who may be authorized by the
Board to act for the District. Excepted from the Board's powers are those matters
reserved to the District's members by the Special District Act.

12.2 BOARD PROCEDURES. The Board may only act by resolution adopted by a
majority of Directors voting thereon at a duly-called public meeting of the Board. Regular
monthly meetings will be held by the Board, at which the Board will conduct such
business and other matters of the District as the Board may determine. Special meetings
may be called, pursuant to statutory notice, at which the Board will consider such matters
included within the notice of special meeting.

12.3 CONDUCT OF MEETINGS. All meetings of the Board shall be public meetings,
except for such portions thereof as the Board may determine to withdraw into executive
session, as permitted by law. Meetings shall be chaired by the Board's President, or in his
absence, by the Vice-President. Meetings shall be informal in order to permit expeditious
consideration of matters coming before the meeting, unless any director calls for adoption
of formal rules, in which event the meeting shall be conducted according to Robert's Rules
of Order. Subject to formal rules, any member may by motion call for a decision of the
Board by majority vote of those present and voting, which shall constitute the decision
and act of the District.

12.4 QUORUM AND RECORD OF MEETINGS. The Chairman shall commence each
meeting by calling the meeting to order, conducting a roll call, and declaring a quorum, if
three of the five members of the Board are present. Once a quorum is declared, the
meeting may proceed, and subsequent withdrawal of one or more directors shall not
invalidate Board action taken at the meeting by the remaining directors. A record of
proceedings shall be kept of the Board's actions by the person designated by the
Chairman as secretary of the meeting. All such shall be kept and retained as part of the
permanent records of the District, and shall be available to members of the public for
inspection and copying at the offices of the District.

12.5 PUBLIC PARTICIPATION AT MEETINGS. The Chairman shall determine whether
and to what extent members of the public and those having business before the Board
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may participate in Board discussions. Obstructive behavior by one or more present in
defiance of instructions from the Chairman or refusal to leave the meeting when
instructed to do so by the Chairman may result in criminal prosecution under C.R.S.§18-8-
102 or C.RS. §18-9-108, or C.R.S.§18-9-110. The Board may give notices of a public
discussion meeting in order to solicit input about a topic to be considered by the Board.
At such meeting each member of the public attending shall be given an opportunity to be
heard, subject to time limitations, and the Board shall accept and consider written
presentations proffered in lieu of oral participation.
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