TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
STATEMENT OF NET POSITION

SEPTEMBER 30,2013
Governmental
Activities
ASSETS

Cash and cash equivalents $ 3,954,832
Receivables

Accounts receivable, net 832,861

Taxes 28,137
Due from other governments 94,936
Prepaids 31,664
Deferred charges 169,567
Non-depreciable capital assets:

Land 648,178

Construction in progress 169,536
Depreciable capital assets: (net)

Buildings and other improvements 3,176,717

Machinery, vehicles, and other equipment 1,482,267

Water system 12,468,512

Organization costs 101,806
TOTAL ASSETS $ 23,159,013

LIABILITIES

Accounts payable $ 572,414

Accrued liabilities 40,836

Accrued interest payable 17,160

Customer deposits 240,852

Noncurrent liabilities:

Debt due within one year 1,058,848
Debt due in more than one year 6,101,472
TOTAL LIABILITIES 8,031,582
NET POSITION

Invested in capital assets, net of related debt 10,886,696

Unrestricted 4,240,735
TOTAL NET POSITION $ 15,127,431

The notes to financial the statements are an integral part of this statement.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
STATEMENT OF ACTIVITIES
YEAR ENDED SEPTEMBER 30, 2013

Governmental Activities

: Net (Expenses)
Revenue and

Changes in Net

Program Revenues Assets
Operating  Capital Grants
Charges for Grants and and Governmental
Program Activities Expenses Services ‘Contributions Contributions Activities
Governmental Activities
General government $ 1530396 $§ 602,776 $ - $ - 3 (927,620)
Water operations 2,773,409 3,513,485 - 165,339 905.415
Wastewater operations 935,860 1,953,886 - 109,345 1,077,371
Wastewater collection system 385,037 - - (385,037)
Non-Departmental . 351,784 - - - (351,784)
Directors ) 22,876 - - - (22,876)
Fire . 811,552 - 10,000 oL (801,552)
Interest on long term debt 256,272 - - - (256.272)
Yoy
Total governmental
activities $ 7,117,186 § 6,070,147 § 10.000 ' § 274,684 § (762,353)

General Revenues:

Ad valorem taxes 1,619,051
Investment income 16,649
Miscellaneous 114,036

Total general revenues 1,749,736
Change in net position 987,381
Net Position - beginning of year 14,140,050

Net Position - end of year § 15,127,431

The notes to the financial statements are an integral part of this statement.
12
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO.1

Assets
Cash and cash equivalents
Receivables:
Accounts receivables, net
Taxes
Due from other governments
Due from other funds
Prepaids
TOTAL ASSETS

Liabilities
Accounts payable
Accrued liabilities
Customer deposits
Due to other funds
Deferred revenue

Total liabilities

Fund Balances
Non-spendable prepaids
Assigned-Budgetary deficits
Assigned-Other
Unassigned

Total fund balances

TOTAL LIABILITIES AND
FUND BALANCES

BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2013
ASSETS
Debt Capital Total
Service Projects Governmental
General Fund Fund Fund Funds
$ 3,606,382 § 17,879 § 330,571 $ 3,954,832
832,861 - - 832,861
16,274 11,863 28,137
94,936 - - 04,936
37,580 - - 37,580
31,664 - - 31,664
3 4,619,697 § 29,742 % 330,571 $ 4,980,011
LIABILITIES AND FUND BALANCES
$ 524,522 § - $ 47,891 $ 572,414
40,836 - 40,836
240,852 - - 240,852
- - 37,580 37,580
16,274 11,863 - 28,137
822,484 11,863 85,471 919,819
31,664 - - 31,664
456,156 - - 456,156
313,050 17,879 245,100 576,029
2,996,343 - - 2,996,343
3,797,213 17,879 245,100 4,060,192
3 4,619,697 § 29,742 § 330,571 $ 4980011
The notes to financial statements are an integral part of this statement.
13
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1

RECONCILIATION OF THE GOVERNMENTAL FUNDS

BALANCE SHEET TO STATEMENT OF NET POSITION
SEPTEMBER 30, 2013

Total fund balances - governmental funds $ 4,060,192

Amounts reported for governmental activities in the statement of net position
are different because:

Capital assets used in governmental activities are not current financial
resources and, therefore, are not reported in the governmental funds balance sheet. 18,047,016

Costs associated with the issuance of long-term debt are expensed when
incurred in governmental funds. These costs are capitalized and amortized over
the life of the debt in the government wide financial statements. 169,566

Revenue reported as deferred revenue in the governmental funds balance
sheet is recognized as revenue in the government wide statement financial statements. 28,137

Interest payable on long term debt does not require current financial
resources; therefore interest payable is not reported as a liability in the
governmental funds balance sheet. (17,160)

Accrued compensated absences does not require the use of current financial resources;
therefore accrued vacation is not reported as a liability i the governmental

funds balance sheet. (94,781)
Long-term liabilities, including bonds payable are not due and payable in the

current period and, therefore, are not reported in the fund financial statements. (7,065,539)
Net position of governmental activities $ 15,127,431

The notes to the financial statements are an integral part of this statement.
14
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO.1

STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended September 30, 2013

Debt Capital Total
Service Projects Governmental
General Fund Fund Fund Funds
Revenues:
Water and wastewater charges $ 5,467,371 - $ - $ 5,467,371
Taxes 1,426,185 202,894 - 1,629,079
Utility Fees 508,300 - - 508,300
Oversize meter reimbursements 84,876 - - 84.876
Miscellaneous 81.317 - - 81,317
Investment income 4,641 11,900 108 16,649
Intergovernmental revenues 10,000 - - 10,000
Inspection and tap fees 9,600 - - 9,600
Total Revenues: 7,592,291 214,794 108 7.807,193
Expenditures
Water 2,623,822 - - 2,623,822
Adminstration 1,135,098 1,135,098
Wastewater 896,538 896,538
Fire 790,779 790,779
Collections 322,017 - 322,017
Non-Departmental 318,494 - 318,494
Board of Directors 22,876 - - 22,876
Capital Outlay 462,876 - 200,008 662,884
Debt Service
Principal 468,991 605,000 - 1,073,991
Interest and fiscal charges 31.066 229,033 - 260,098
Bond Administrative Fees - 2,300 - 2,300
Total Expenditures: 7,072,557 836,333 200,008 8,108,897
Excess (deficiency) of revenues
over (under) expenditures 519,734 (621,538) (199,899) (301,704)
Other Financing Sources (Uses)
Issuance of refunding bonds - 1,905.000 - 1.905.000
Refunding bond (1,913,666) (1,913,666)
Payment to refunding bond escrow agent (54,390) - (54,390)
Issuance of notes - - 445,000 445,000
Premium on bonds - 63,056 - 63,036
Transfers in 38.101 503,000 112333 653,434
Transfers out (615.333) - (38,101) (653434
Total Other Financing Sources (Uses): (577,232) 503,000 519,232 445,000
Net change in fund balance (57,498) (118.538) 319,332 143.296
Fund Balances - beginning of year 3,854,711 136,417 (74,232) 3,916,896
Fund Balances - end of year $ 3,797.213 17,879 § 245100 § 4,060,192
The notes to financial staternents are an integral part of this statement.
15
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
RECONCILIATION OF THE STATEMENT OF REVENUES
EXPENDITURES AND CHANGES IN FUND BALANCES OF

GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
YEAR ENDED SEPTEMBER 30, 2013

Net change in fund balances - total governmental funds $ 143,296

Amounts reported for governmental activities in the statement of activities
are different because:

Depreciation expense on capital assets reported in the statement of activities
does not require the use of current financial resources, therefore, depreciation
expense is not reported as expenditures in the governmental funds. (663,778)

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the costs of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount of capital assets recorded in the current period. 662,884

Governmental funds reflect the proceeds of notes payable as other financing

sources. However, in the government-wide statements, the proceeds are reflected

as increases in long-term liabilities. (445,000)
Debt principal payments reduces long-term liabilities in the statement of net

position, but it is recorded as an expenditure in the governmental funds 1,073,991

Current year contributions of capital assets are not recorded in the governmental funds,

but are recognized for the government-wide financial statements. ’ 274,684
Governmental funds report the effects of issuance costs, premiums, and deferred +

losses on refunding when debt is first issued, whereas the amounts are deferred

and amortized in the statement of activities. (52,494)

Various other reclassifications and eliminations are necessary to convert from the
modified accrual basis of accounting to accrual basis of accounting. These include
recognizing the change in deferred revenue and various other items. The net effect
of these reclassifications is to decrease net position. (10,028)

Current year changes in accrued interest payable do not require the use of current
financial resources and, therefore, are not reported as expenditures in the
sovernmental funds. 3,826

Change in net position of governmental activities 3 987.381

The notes to the financial statements are an integral part of this statement.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. General Statement

Denton County Municipal Utility District No. 1 (the District) was created by the Texas Water
Rights Commission (later known as Texas Commission on Environmental Quality (TCEQ)) on
March 4, 1975 and confirmed by the electorate of the District at a confirmation election on
October 7, 1975. The Board of Director’s held its first meeting on April 24, 1975. The Bonds
were first sold on June 8, 1976. The District operates pursuant to Article XVI, Chapter 59 of the
Texas Constitution and Chapter 54 of the Texas Water Code, as amended. Effective April 1,
1983, the District’s name was officially changed by order from Denton County Municipal Utility
District No. 1 to Trophy Club Municipal Utility District No. 1.

On May 9, 2009, citizens voted to consolidate the District and Trophy Club Municipal Utility
District No. 2 (MUD?2). As a result, the District reports consolidated activity and balances for the
District and the entities formerly known as MUD?2 and the Trophy Club Master District Joint
Venture (a joint venture of MUD1 and MUD?2).

The Governmental Accounting Standards Board (GASB) is the accepted standard setting body for
the District. The financial statements of the District have been prepared in conformity with
generally accepted accounting principles (GAAP) as applied to government units.

B. Financial Reporting Entity

As required by accounting principles generally accepted in the United States of America, these
financial statements include the activities of the District and any organizations for which the
District is financially accountable or for which the nature and significance of their relationship
with the District are such that exclusion would cause the reporting entity's financial statements to
be misleading or incomplete.

The definition of the reporting entity is based primarily on the notion of financial accountability.
A primary government is financially accountable for the organizations that make up its legal
entity. It is also financially accountable for legally separate organizations if its officials appoint a
voting majority of an organization's governing body and either it is able to impose its will on that
organization or there is a potential for the organization to provide specific financial benefits to, or
to impose specific financial burdens on, the primary government. A primary government may also
be financially accountable for governmental organizations that are fiscally dependent on it.

A primary government has the ability to impose its will on an organization if it can significantly
influence the programs, projects, or activities of, or the level of services performed or provided by,
the organization. A financial benefit or burden relationship exists if the primary government (a) is
entitled to the organization's resources; (b) is legally obligated or has otherwise assumed the
obligation to finance the deficits of, or provide financial support to, the organization; or (c) is
obligated in some manner for the debt of the organization. Some organizations are included as
component units because of their fiscal dependency on the primary government. An organization
is fiscally dependent on the primary government if it is unable to adopt its budget, levy taxes, set
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

rates or charges, or issue bonded debt without approval by the primary government. Accordingly,
the District has no component units.

C. Government-Wide and Fund Financial Statements
The government-wide financial statements (the statement of net position and the statement of
activities) report information on all of the activities of the District, except for fiduciary funds. The
effect of interfund activity has been removed from these statements. Governmental activities,
which normally are supported by taxes and intergovernmental revenues, are reported separately
Hrom business-type activities, which rely to a significant extent on fees and charges for support.
The activities of the District are comprised only of governmental activities.

The statement of activities demonstrates the degree to which the direct expenses of a given
program are offset by program revenues. Direct expenses are those that are clearly.identifiable
with a specific program. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a given program
and 2) operating or capital grants and contributions that are restricted to meeting the operational or
capital requirements-of a particular program. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Fund Financial Statements -

The District segregates transactions related to certain functions or activities in separate funds in
order to aid financial management and to demonstrate legal compliance. These statements are
required to present each major fund in a separate column on the fund financial statements. For
fiscal year 2013, the major funds are the General Fund and the Debt Service Fund. The non-
major fund is the Capital Projects Fund. ; S

Governmental funds are those funds through which most governmental functions typically are
financed. The measurement focus of governmental funds is on the sources, uses and balance of
current financial resources.-The District has presented the following governmental funds:

General Fund

The General Fund is the main operating fund of the District. This fund is used to account
for all financial resources not accounted for in other funds. All general tax revenues and
other receipts that are not restricted by law or contractual agreement to some other fund
are accounted for in this fund. General operating expenditures, fixed charges and capital
improvement costs that are not paid through other funds are paid from the General Fund.

Debt Service Fund

The Debt Service Fund is used to account for resources accumulated and payments made
for principal and interest on the long-term debt of governmental funds.

18 .
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

D.

Capital Projects Fund

The Capstal Projects Fund is used to account for funds received and expended for the
acquisition and construction of infrastructure and other capital assets.

Measurement Focus and Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues
and expenditures are recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurement made, regardless of the measurement focus
applied.

The government-wide statements are reported using the economic resources measurement focus
and the accrual basis of accounting.

The economic resources measurement focus means all assets and liabilities (whether current or
non-current) are included on the statement of net position and the operating statements present
increases (revenues) and decreases (expenses) in net total position. Under the accrual basis of

accounting, revenues are recognized when earned. Expenses are recognized at the time the liability
is incurred.

Governmental fund financial statements are reported using the current financial resources
measurement focus and are accounted for using the modified accrual basis of accounting. Under
the modified accrual basis of accounting, revenues are recognized when susceptible to accrual;
i.e., when they become both measurable and available.

“Measurable” means the amount of the transaction can be determined and “available” means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the
current period. The District considers receivables collected within sixty days after year-end to be
available and recognizes them as revenues of the current year. Expenditures are recorded when the
related fund liability is incurred. However, debt service expenditures are recorded only when
payment is due.

The revenues susceptible to accrual are interest income and ad valorem taxes. All other
governmental fund revenues are recognized when received.

Cash and Investments

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits, and
short-term investments of three months or less from the date of acquisition.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
E. Cash and Investments - Continued

The District’s investment policy requires that all monies be“deposited with the authorized District
depository or in (1) obligations of the United States or its agencies and instrumentalities; (2) direct
obligations of the State of Texas or ils agencies; (3) other obligations, the principal of and interest
on which are unconditionally guaranteed or insured by the State of Texas or the United States; (4)
obligations of states, agencies, counties, cities, and other political subdivisions of any state having
been rated as to investment quality by a nationally recognized investment rating firm and having
received a rating of not less than A or its equivalent; (5) certificates of.deposit by state and
national banks domiciled in this state that are (A) guaranteed or insured by the Federal Deposit
Insurance Corporation, or its successor; or, (B) secured by obligations that are described by (1) -
(4); or, (6) fully collateralized direct repurchase agreements having a defined termination date,
secured by obligations described by (1), pledged with third party selected or approved by the
District, and placed through a primary government securities dealer.

All investments are recorded at fair value based on quoted market prices. Fair value is the amount
at which a financial instrument ‘could be exchanged in a current transaction between willing
parties.

F. Capital Assets
. " '

Capital assets, which include property, plant, and equipment, are reported in the government-wide
financial statements. All capital assets are valued at historical cost or estimated historical cost if
actual historical cost is not available. Donated assets are valued at their fair market value on the
date donated. Repairs and maintenance are recorded as expenses. Renewals and betterments are
capitalized. Interest has not been capitalized during the construction period on property, plant and
equipment.

Assets capitalized have an original cost of $5,000 or more and over one year of useful life.
Depréciation has been calculated on each class of depreciable property using the straight-line

method. Estimated nseful lives are as follows: '
Buildings ] 50 Years
Improvements other than buildings 15-30 Years
Machinery and equipment 5- 15 Years
Vehicles 6 - 12 Years
Water and wastewater systems 30 - 65 Years
+ 20
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

G. Accumulated Vacation Time

Employees earn vacation pay based upon seniority that accrues at various rates up to a maximum
four weeks per year. Upon termination, employees will be paid for their unused earned vacation.
The District records a liability for the value of these compensated absences.

H. Organizational Costs

The District, in conformance with requirements of the TCEQ, capitalized costs incurred in the
creation of the District. The TCEQ requires capitalization of organizational costs for the
construction period, all costs incurred in the issue and sale of bonds, bond interest and amortized
bond premium and discount losses on sales of investments, accrued interest on investments
purchased, attorney fees and some administrative expenses until construction and acceptance or
use of the first revenue producing facility has occurred. The District amortizes the organizational
costs using the straight-line method over a period of 22 to 45 years.

1. Net Position

Net position represents the difference between assets and liabilities. Net position invested in
capital assets, net of related debt consists of capital assets, net of accumulated depreciation,
reduced by the outstanding balances of any borrowing used for the acquisition, construction or
improvements of those assets, and adding back unspent proceeds. Net position is reported as
restricted when there are limitations imposed on their use either through the enabling legislations
adopted by the District or through external restrictions imposed by creditors, grantors or laws or
regulations of other governments.

J. Estimates

In preparing financial statements in conformity with accounting principles generally accepted in
the United States of America, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosures of contingent assets and
liabilities, and the reported amounts of revenue and expenses/expenditures. Actual results could
differ from those estimates.

K. Fund Balances

Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance Reporting
and Governmental Fund Type Definitions (GASB 54) defines the different types of fund balances
that a governmental entity must use for financial reporting purposes in the fund financial

statements for governmental type funds. It does not apply for the government-wide financial
statements.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
K. Fund Balances - Continued

GASB 54 requires the fund balance amounts to be properly reported within one of the following
fund balance categories: .

. r
Nonspendable - such as fund balance associated with inventories, prepaids, long-term loans and
notes receivable, and property held for resale (unless the proceeds are restricted, comimitted, or
assigned)

Restricted - fund balance category includes amounts that can be speht only for the specific
purposes stipulated by constitution, external resource providers, or through enabling legislation,

Committed - fund balance classification includes amounts that can be used only for the specific
purposes determined by a formal action of the Board of Directors (the district’s highest level of
decision-making authority),

Assigned - fund balance classifications are assigned by the District Manager with the intentions to
be used by the government for specific purposes but do not meet the criteria to be classified as
restricted or committed, and

Unassigned - fund balance is the residual classification for the government’s General Fund and
includes all spendable amounts not contained in the other classifications, and other fund’s that
have total negative fund balances.

'NOTE 2. CASH AND INVESTMENTS .

The funds of the District must be deposited and invested under the terms of a contract, contents of
which are set out in the Depository Contract Law. The depository bank places approved pledged
securities for safekeeping and trust with the District's agent bank in an amount sufficient to protect
District funds on a day-to-day basis during the period of the contract. The pledge of approved
securities is waived only to the extent of the depository bank's dollar amoéunt of Federal Deposit
Insurance Corporation (FDIC) insurance. )

At September 30, 2013, the carrying amount of the District’s deposits: (cash, certificates of deposit,
and non-poocled savings accounts) was $419,752 and the bank balance was $697,336. The District’s
cash deposits at September 30, 2013, and during the year then ended were entirely covered by FDIC
insurance or by a letter of credit pledged by the District’s agent bank in the District’s name.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 2. CASH AND INVESTMENTS ~ CONTINUED

The Public Funds Investment Act (Government Code Chapter 2256) contains specific provisions in
the areas of investment practices, management reports and establishment of appropriate policies.
Among other things. it requires the District to adopt, implement, and publicize an investment policy.
That policy must address the following areas; (1) safety of principal and liquidity, (2) portfolio
diversification, (3) allowable investments, (4) acceptable risk levels, (5) expected rates of return, (6)
maximum allowable stated maturity of portfolio investments, (7) maximum average dollar-weighted
maturity, allowed based on the stated maturity date for the portfolio, (8) investment staff quality and
capabilities, (9) and bid solicitation preferences for certificates of deposit.

Statutes and the District’s investment policy authorized the District to invest in the following
investments as summarized below:

Maximum Maximum
Authorized Maximum Percentage Investment
Investment Type Maturity of Portfolio In One Issuer

U.S. Treasury Obligations 2 years 50% NA
U.S. Agencies Securities 2 years 50% NA
State of Texas Securities 2 years 50% NA
Certificates of Deposits 2 years 90% NA
Money Market 2 years 90% NA
Investment pools 2 years 9Q% NA

The Act also requires the District to have independent auditors perform test procedures related to
investment practices as provided by the Act. The District is in substantial compliance with the
requirements of the Act and with local policies.

Cash and investments as of September 30, 2013 are classified in the accompanying financial
statements as follows:

Statement of Net Position

Primary Government:
Cash and cash equivalents $ 3,954,832
Total cash and mvestments $ 3954832

[
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013
NOTE 2. CASH AND INVESTMENTS - CONTINUED

Cash and investments as of September 30, 2013 consist of the following:

Petty Cash $ 600
Deposits with financial institutions 419,752
Investments 3,534,480

Total cash and investments $ 3,954,832

Disclosures Relating to Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of
an investment. Generally, the longer the maturity of an investment the greater the sensitivity of its
fair value to changes in market interest rates. One of the ways that the District manages its exposure
to interest rate risk is by investing mainly in investment pools which purchase a combination of
shorter term investments with an average maturity of less than 60 days thus reducing the interest rate
risk. The District monitors the interest rate risk inherent in its portfolio by measuring the weighted
average maturity of its portfolio. The District has no specific limitations with respect to this metric.

As of September 30, 2013, the District had the following investment:

Weighted
Average -
Investment Type Amount Maturity
E

TexPool $ 3,534,480 60 days

Total Investments  * A 3,534,480

As of September 30, 2013, the District did not invest 1n any securities which are highly sensitive to
interest rate fluctuations.

Disclosures Relating to Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. Presented below i the minimum rating required by (where applicable)
the Public Funds Investment Act, the District’s investment policy, or debt agreements, and the actual
rating as of year-end for each investment type.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 2. CASH AND INVESTMENTS - CONTINUED

Minimum Rating as
Legal of Year

Investment Type Amount Rating End
TexPool $ 3,534,480 AAA AAAmM

Total Investments $ 3,534,480

Concentration of Credit Risk

The investment policy of the District contains no limitations on the amount that can be invested in
any one issuer. As of September 30, 2013, other than external investment pools, the District did
not have 5% or more of its investments with one issuer.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover its deposits or will not be able 0 recover
collateral securities that are in the possession of an outside party. The custodial credit risk for
investments is the risk that, in the event of the failure of the counterparty to a transaction, a
sovernment will not be able to recover the value of its investment or collateral securities that are
in the possession of another party. The Public Funds Investment Act and the District’s investment
policy do not contain legal or policy requirements that would limit the exposure to custodial credit
risk for deposits or investments, other than the following provision for deposits: The Public Funds
Investment Act requires that a financial institution secure deposits made by state or local
governmental units by either 1) pledging securities in an undivided collateral pool held by a
depository regulated under state law (unless so waived by the governmental unit), or 2) an
irrevocable standby letter of credit with the District named as the beneficiary. The market value of
pledged securities in the collateral pool or the value of the letter of credit must equal at least the
bank balance less FDIC insurance at all times.

Investment in State Investment Pools

The District is a voluntary participant in TexPool. The State Comptroller of Public Accounts
exercises responsibility over TexPool. This oversight includes the ability to significantly influence
operations, designation of management, and accountability for fiscal matters. Additionally, the
State Comptroller has established an advisory board composed of both participants in TexPool and
other persons who do not have a business relationship with TexPool. TexPool operates in a
manner consistent with the SEC's Rule 2a7 of the Investment Company Act of 1940. TexPool
uses amortized costs rather than market value to report net assets to compute share prices.
Accordingly, the fair value of the position in TexPool is the same as the value of TexPool shares.

o
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013
NOTE 3. ACCOUNTS RECEIVABLE

Receivables as of year-end, including the applicable allowances for uncollectible accounts, are as
follows:

Accounts Receivable:

MUD water $ 428,519
MUD sewer 199,414
Unbilled receivables 119,624
Refuse (as agent for Town of Trophy Chib) 56,167
Refuse tax (as agent for Town of Trophy Club) 4912
Storm drainage (as agent for Town of Trophy Club) 36,277
844,912

Allowance for uncollectible accounts (12,051)
Total (net) S 832,861

Due from Other Governments:
Town of Trophy Club .$ 94,93¢

NOTE 4. INTERFUND TRANSFERS

Transfers between funds during the year are as follows:

Transfer In Transfer Out Amount’ Purpose
Capital Projects General Fund 3 112,333 Capital Iinp. Reimbursements
General Fund Capital Projects 38,101 Capital Imp. Reimbursements
Debt Service General Fund 503,000 Debt service
Total $ 653,434
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 5. CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2013, was as follows:

Governmental Activities:

Capital assets - Non-Depreciable
not being depreciated
Land
Construction in progress
Total capital assets
not being depreciated

Capital assets - Depreciable
Buildings

Improvements other than buildings
Machinery and equipment
Organization costs

Vehicles

Water system

Wastewater treatment system
Wastewater collection system

Total capital assets
being depreciated
Less accumulated
depreciation for:
Buildings
Improvements other than buildings
Machinery and equipment
Organization costs
Vehicles
Water system
Wastewater treatment system
Wastewater collection system
Total accumulated
depreciation
Governmental activities capital
assets, net

Beginning Retirements/ Ending
Balances Additions Transfers Balance
$ 248,093 $ 400,085 % - $ 648,178
278,856 177,455 (286,775) 169,536
526,949 577,540 (286,775) 817,714
3,344,790 - - 3,344,790
303,492 - 303,492
1,595,651 66,658 (11,173) 1,651,136
2,331,300 - - 2,331,300
1,661,557 42.110 (226,650) 1,477,017
9,337,121 165,339 218,372 9,720,832
5,663,320 5,663,320
3,021,812 118,640 68,403 3,208,855
27,259,043 392,747 48,952 27,700,742
(192,086) (66,888) - (258,974)
(200,937) (11,654) - (212,591)
(571,917) (87,557) 11,173 (648,301)
(2,178,182) {51,312) - (2,229,494)
(1,125,829) (98,406) 226,650 {997,385)
(2,923,503) (157,532) - (3,081,035
(1,641,154) (138,342) - (1,779,496)
(1,211,877) (52,087) - (1,263.964)
(10,045,485) (663,773) 237,823 (10,471,440)
$ 17,740,507 $ 306,509 §% - $ 18,047,016
27
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO.'1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 5. CAPITAL ASSETS - CONTINUED

Depreciation expense was charged as’ direct expense to programs of the primary government as

follows: -

v

General government
Water operations

Fire department

Non-Departmental

‘Wastewater operations

Wastewater collection systens
Total depreciation expense

NOTE 6. LONG-TERM DEBT

At September 30, 2013, the District's long-term debt payable consisted of the following:

$

b

369,761
141,355
21,521
4,333
72,970
53,838
663,778

Interest Year Average
Rate of Final Annual Original Outstanding
Description R Payable Issue  Matunty Payment Amount 9/30/2013
Tax and revenue bonds:
Operations 400-5.00% 2003 2023 § 89,793  $1200000 § -
Refunding 3.00-420% 2005 * 2023 195,676 3,143,998 -
Improvements 3.50-5.00% 2010 2031 148,205 2,000,000 1,870,000
Refunding 2.00-3.00% 2012 2023 251,373 2,355,000 2,170,000
Refunding 2.00-3.50% 2013 2023 224734 1,805,000 1,905,000
$ 5,945,000 .
Contractual Obligations:
Fire Trock 433% 2007 2014 $ 56000 $ 448000 § 70,000
$ 70,000
Notes payable:
Equipment 3.90% 2010 2015 201,318 179955  § 71,982
Ground Storage 2.87% 2012 2014 383,140 1,100,000 367.000
Water/Wastewater Imp.'s 1.85% 2013 2016 153,588 445,000 445,000
v § 883,982
28
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 6. LONG-TERM DEBT - CONTINUED

The following is a summary of long-term debt transactions of the District for the year ended
September 30, 2013:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental Activities:
Tax, revenue, and refunding bonds ~ § 6,555,000  $ 1,905,000  §$(2,515,000) $35,945,000 $ 425,000
Contractual obligations 137,000 - (67,000) 70,000 70,000
Deferred loss on refunding 47,079) (8,666) 47,079 (8,666) (867)
Premiam on bonding 209,349 63,057 (97,183) 175,223 18,724
6,854,270 1,959,391 (2,632,104) 6,181,557 512,857
Notes payable 840,973 445,000 (401,991) 883,982 545,991
Compensated absences 36,226 58,555 - 94,781 -
Total Governirental Activities
Long-term Liabilities $ 7,731,469  $ 2462946  §(3,034,005) $ 7,160,320  $ 1,058,848

The annual requirements to amortize all debts outstanding as of September 30, 2013, are as follows:

Tax, revenue, and refunding bonds:

Year Ending
September 30, Principal Interest Total

2014 $ 425,000 $ 197,196 $ 622,196
2015 440,000 178,508 618,508
2016 450,000 168,658 618,658
2017 470,000 155,783 625,783
2018 480,000 142,309 622,309

2019-2023 2,665,000 486,366 3,151,366

2024-2028 595,000 165,560 760,560

2029-2031 420,000 36,059 456,059

Total § 5,945,000 $ 1,530,439 $ 7,475,439
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 6. LONG-TERM DEBT - CONTINUED

Contractual obligations

Year Ending

September 30, Principal . Interest . Total
2014 S 70,000 $ 3,031 $ 73,031
Total § 70,000 $ 3,031 '$ 73,031
Notes payable:
Year Ending , .
September 30, Principal. . Interest , Total
2014 $ 545,991 $ 23,536 8 569,527
. 2015 185,991 5,623 ’ 191,614
2016 152,000 1,406 153,406
Total $ 883,982 ) 30,565 $ 914,547

Tax Revenue Bonds

The tax revenue bonds are payable from the proceeds of ad va101em taxes levied upon all property
subject to taxation within the District, without limitation as to rate or amount, and are further payable
from, and secured by a lien on and pledge of the net revenue to be received from the operation of the
District’s waterworks and sanitary sewer system. \

The outstanding bonds are callable for redemption prior to maturity at the optlon of the District as,
follows:

Series 2003 (debt issued by the entity formerly known as MUD 2) — All maturities from 2013 to
2023 are callable in principal increments of $5, 000 on or after September 1, 2012 at par plus
unpaid accrued interest to the fixed date for redemptions. Series 2003 outstanding bonds principal
was called and debt legally defeased during 2013 with the issuance of Series 2013 refunding
bonds. ' .

Series 2005 - All maturities from 2014 to 2023 are callable in principal increments of $5, 000 on or
after September 1, 2013 at par plus unpaid accrued interest to the fixed date for redemptions:
Series 2005 outstanding bonds principal was called and debt legally defeased during 2013 with the
issuance of Series 2013 refunding bonds.

Series 2010 - All maturities from 2021 to 2025 are callable in principal increments of $5,000 on or
after September 1, 2020 at par plus unpaid accrued interest to the fixed date for redemptions.

Series 2012 - All maturities from 2021 to 2023 are callable in principal increments of $5,000 on or
after September 1, 2020 at par plus unpaid accrued interest to the fixed date for redemptions.

30
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 6. LONG-TERM DEBT - CONTINUED
Series 2013 — The Series 2013 bonds are not subject to redemption prior to their stated maturity.

Contractual obligations and notes payable are liquidated from the general fund. Tax and revenue
bonds are liquidated from the debt service fund.

The provisions of the bond resolutions relating to debt service requirements have been met, and the
cash allocated for these purposes was sufficient to meet debt service requirements for the year ended
September 30, 2013.

Series 2013 Unlimited Tax Refunding Bonds

On September 18, 2013, Series 2013 Unlimited Tax Refunding Bonds were issued by the District in
the amount of $1,905,000. Proceeds from the sale of the bonds were used to refund the District’s
outstanding Series 2003 and Series 2005 Bonds in order to restructure such indebtedness while
providing a net present value savings of $116,094 after paying all issuance and other costs on the
Bonds. The refunded bonds and interest due thereon, are to be paid from funds deposited with the
Escrow Agent. The Escrow Agreement between the District and the Escrow Agent provides that the
District deposit with the Escrow Agent an amount sufficient for the final payment on the refunded
bonds. Under the Escrow Agreement, the Escrow Fund is irrevocably pledged to the payment of the
principal and interest on the refunded bonds. All outstanding maturities for the Series 2003 and 2005
Refunded Bonds were redeemed on September 18, 2013.

NOTE 7. PROPERTY TAXES

Property taxes are levied as of October 1, on the assessed value listed as of the prior January 1, for all
real and certain personal property located in the District. The appraisal of property within the District
is the responsibility of Denton Appraisal District (Appraisal District) as required by legislation passed
by the Texas legislature. The Appraisal District is required under such legislation to assess all
property within the Appraisal District on the basis of 100% of its appraised value and is prohibited
from applying any assessment ratios. The value of property within the Appraisal District must be
reviewed every five years; however, the District may, at its own expense, require annual reviews of
appraised values. The District may challenge appraised values established by the Appraisal District
through various appeals and, if necessary, legal action. Property taxes for the District are not limited
as to rate or amount. In an election held October 7, 1975, the electorate of the District authorized the
levy of up to $0.25 per $100 valuation for the operations and maintenance of the District. Property
taxes attach as an enforceable lien on property as of January 1, following the levy date. Taxes are due
by January 31, following the levy date.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 7. PROPERTY TAXES - CONTINUED

Property taxes are recorded as receivables when levied. Following is information regarding the 2013
tax levies:

Adjusted taxable values - $ 1,262,249
O & M and Frre tax levy $0.11389/3100 1,387,014
I & S tax levy $0.019500/$100 194,605
Total tax levy $0.13339/$100 $ 1,581,619

NOTE 8. FUND BALANCE CLASSIFICATIONS

The District’s authorized their Director to designate certain fund balances as assigned. Excluding
unassigned fund balances, the following describes the District’s fund. balance classifications at
September 30, 2013:

Non-Spendable Fund Balances
The District’s $31,664 non-spendable fund balance represents expenses prepaid at fiscal yéar-end.

-

Assigned Fund Balances
The District assigned $456,156 of General Fund fund balances to offset any fiscal year 2014 budcetmy
deficits for general operations and the fire department.

The District assigned a total of $589,550 of General Fund fund balances for the following: $126,000 for
collection system improvements, $120,000 for water system improvements, $83,780 for a fire truck,
$82,000 for two other trucks, $109,270 for technology upgrades, $25,000 for a skid loader, and $43,500
for other improvements. Total fund balances for the Debt Service Fund and Capital Projects Fund have
been assigned by the District for those respective purposes.

NOTE 9. RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; business interruption; errors and omissions; injuries to employees; employee health benefits; and
other claims of various nature. Commercial insurance is purchased for the risks of loss to which the
District is exposed. Any losses reported but unsettled or- incurred and not reported, are believed to be
insignificant to the District’s basic financial statements.

Additionally, the District must operate in compliance with rules and regulations mandated for public
water supply systems by federal and state governments. The District is subject to compliance oversight
by the Texas Commission on Environmental Quality (TCEQ).
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 10. DUE TO AND FROM OTHER FUNDS

During the course of operations, the District has activity between funds for various purposes. Any
residual balances outstanding at year end are reported as due from/to other funds. While these balances
are reported in fund financial statements, balances between the funds included in governmental activities
(i.e., the governmental funds) are eliminated for the Statement of Net Position presentation.

At September 30, 2013, the General Fund was due $37,580 from the Capital Projects Fund for capital
project expenditures paid for by the General Fund.

NOTE 11. RETIREMENT PLAN

Plan Description

The District provides retirement, and disability benefits for all of its employees (excluding temporary)
through a non-traditional defined benefit pension plan in the statewide Texas County and District
Retirement System (“TCDRS”). The Board of Trustees of TCDRS is responsible for the administration
of the statewide agent multiple-employer public employee retirement system consisting of 624 non-
traditional defined benefit pension plans. TCDRS in the aggregate issues a comprehensive annual
financial report (“CAFR”) on a calendar year basis. The CAFR is available upon written request from
the TCDRS Board of Trustees at P.O. Box 2034, Austin, Texas 78768-2034.

Under the state law governing TCDRS, and effective January 1, 2013, the District selected a plan of
benefits, while at the same time considering the level of the employer contribution rate required to
adequately finance the plan. The District adopted an annually determined contribution rate plan, for
which the employer contribution rate is actuarially determined as a part of the annual actuarial valuation.
The rate, applicable for a calendar year, consists of the normal cost contribution rate plus the rate
required to amortize the unfunded actuarial liability over the remainder of the plan’s 25-year
amortization period which began January 1, 2013 using the entry age actuarial cost method. Monthly
contributions by the District are based on the covered payroll and the employer contribution rate in
effect. The contribution rate for calendar year 2013 is 8.77%. Members can retire at ages 60 and above
with five or more years of service, with 20 years of service regardless of age, or when the sum of their
age and years of service equals 75 or more. Members are vested after five years of service, but must
leave their accumulated contributions in the plan to receive any employer-financed benefit. Members
who withdraw their personal contributions in a Jump sum are entitled to any amounts contributed by the
District.

Benefit amounts are determined by the sum of the employee’s contributions to the plan, with interest
and employer-financed monetary credits. The level of these monetary credits is adopted by Board of
Directors, within the actuarial constraints imposed by the TCDRS Act so that the resulting benefits can
be expected to be adequately financed by the employer’s commitment to contribute. At retirement,
death, or disability, the benefit is calculated by converting the sum of the employee’s accumulated
contributions and the employer-financed monetary credits to a monthly annuity using annuity purchase
rates prescribed by the TCDRS Act.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2013

NOTE 11. RETIREMENT PLAN - CONTINUED

Funding Policy

The District has elected the annually determined contribution rate (“ADCR”) plan provisions of the
TCDRS Act. The plan is funded by monthly contributions from both employee members and the District
based on the covered payroll of employee members. Under the TCDRS Act, the contribution rate of the
District is actuarially determined annually. The District contributed using actuarially determined rate of
8.77% for the calendar year 2013. The contribution rate payable by the employee members for 2013 is
the rate of 7%. The employee contribution rate and the employer contribution rate may be changed by
the Board of Directors, within the options available in the TCDRS Act.

In future years, TCDRS will provide a calendar year-end schedule of funding progress, presented as RSI
following the notes to the financial statements, and present multi-year trend information about whether
the actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued
liability for benefits. Since the District’s retirement plan was effective January 1, 2013, no such TCDRS
funding schedules are available for fiscal year 2013.

Annual Pension Cost

For the District’s fiscal year ending September 30, 2013, the annual pension cost for the TCDRS plan
was $177,720. This cost is comprised of $63,977 for the nine monthly required contributions, plus a
one-time $113,743 payment for TCDRS calculated unfunded liabilities for the plan at its inception date.
Employee contributions for fiscal year 2013 were $49,871.

NOTE 12. SUBSEQUENT EVENTS
The District has evaluated all events and transactions that occurred after September 30, 2013 up through

audit report date, which is the date the financial statements were issued. No subsequent events are
identified.
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Revenues

TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
GENERAL FUND
BUDGETARY COMPARISON SCHEDULE (BUDGETARY BASIS)

YEAR ENDED SEPTEMBER 30, 2013

Water and wastewater charges

Taxes
Utility fees

Intergovernmental revenues

Miscellaneous

Oversize meter reimbursements
Inspection and tap fees
Investment income

Total revenues

Expenditures:

Water operations

Fire

Wastewater operations
Wastewater collection system
Non-Departmental
Administration

Directors

Capital Outlay

Debt Service

Total expenditures

Excess of revenues over expenditures

Other financing sources (uses):

Transfers in
Transfers out

Total other financing sources (uses)

Net change in fund balance
Fund Balances - beginning of year

Fund Balances - end of year

Budgeted amounts °

Variance with

Original Final Actual Final Budget
§ 5,353,712 § 5353,712 §$ 5467371 § 113,659
1,419,767-  § 1,415,891 1,426,185 10,294
644,000 § 644,000 508,300 (135,700)

10,000 § 10,000 10,000 -
25914  § 42,322 81,317 38,995
73,000 § 73,000 84,876 11,876
7,500 § 7,675 9,600 1,925
5,500 % 5,500 4,641 (859)
7,539,393 7,552,100 7,592,291 40,191
3,222,593 3,000,877 2,623,822 377,055
809,353 814,941 790,779 24,162
798,228 823,101 896,538 (73,437)
329,627 343,581 322,017 21,564
110,100 116,100 318,494 (208,394)
1,024,927 1,155,231 1,135,098 20,133
26,575 26,575 22,876 3,699
513,000 513,000 462,876 50,124
500,229 500,229 500,057 172
7,334,632 7,287,635 7,072,557 215,078
204,761 264,465 519,734 255,269

- 38,101 38,101 » -
(308,000) (308,000) (615,333) (307,333)
(308,000) (269,899) (577,232) (307,333)
(103,239) (5,434) (57,498) (52,064)

3,854,711 3,854,711 3,854,711 -
§ 3,751,472 3 3,849,277 §$3,797213 § (52,064)

Notes to Required Supplementary Information:

The District annual budgets are approved on the budgetary basis. The Board also approves all revisions and
appropriations which lapse at each fiscal year-end.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
DEBT SERVICE FUND
BUDGETARY COMPARISON SCHEDULE
YEAR ENDED SEPTEMBER 30, 2013

Budgeted Amounts
Variance with
Original Final Actual Final Budget
Revenues
Taxes $ 205,857 % 205,857 % 202,894 § (2,963)
Investment income 1,700 1,700 11,900 10,200
Total revenues 207,557 207,557 214,794 7,237
Expenditures:
Debt service
Principal 605,000 605,000 605,000 -
Interest 229,033 229,033 229,033 -
Fees 4,000 4,000 2,300 1,700
Total expenditures 838,033 838,033 836,333 1,700
Deficiency of revenues under
expenditures (630,476) (630,476) (621,538) 8,937
Other financing sources (uses)
Transfers in 653,000 653,000 503,000 (150,000)
Total other financing sources 653,000 653,000 503,000 (150,000)
Net change in fund balance 22,524 22,524 (118,538) (141,063)
Fund Balances - beginning of year 136,417 136,417 136,417 -
Fund Balances - end of year S 158941  § 158,941 3 17,879 &  (141,062)

Notes to Required Supplementary Information’

The District annual budgets are approved on the budgetary basis. The Board also approves all revisions and
appropriations which lapse at each fiscal year-end. The District's budgetary basis excludes the "Other Financing
Sources (Uses)" related to the issuance of the Series 2013 Unlimited Tax Refunding Bonds which has no net effect
on total budget varainces presented in this schedule.
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INDIVIDUAL SCHEDULES AND OTHER
SUPPLEMENTARY INFORMATION REQUIRED
BY TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY (TCEQ)
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
TSI-1 SERVICES AND RATES
September 30,2013
1. Services provided by the District:

a) Retail Water

b) Retail Wastewater

¢) Fire Protection

d) Trrigation

e) Participates in regional system and/or wastewater service (other than
emergency interconnect)

2. Retail service providers:

a) Retail rates-based on 5/8" meter:

Most prevalent type of meter (if not a 5/8"): 1inch

Flat Rates per 1,000
Admin Minimum Rate Gallons Over
Fee Usage Y/N Minimum Usage Levels

WATER $ 12.71 0 No $ 2.50 0 to 6,000
No 3.05 7,000 to 17,000
No 3.30 18,000 to 25,000
No 3.40 26,000 to 50,000
No 3.50 51,000 +

Note: Out of district water rates are double the "in-town" rate and are included in the rate order.

WASTEWATER § 12.71 0 No $ 2.50 00 12,000
No - Caps at 12,000

GOLF COURSE Subject to peak draw rates from Ft Worth water department.
NOTE: all rates noted above were amended effective February 1, 2012.

District employs winter averaging for wastewater usage? No
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] .
TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
TSI-1 SERVICES AND RATES
September 30, 2013

Total water and wastewater charges per 10.000 gallons usage (including surcharges)
effective August 27, 2013

First 10.000 gallons used . § 7762
Next 10.000 gallons used 36.25
Next 10.000 gallons used 33.50
Next 10.000 gallons used 34.00
Next 10.000 gallons used 34.00
Next 10.000 gallons used and subsequent 3500

Maximum residential wastewater charge is for 12.000 gallons or $42.71

b) Retail service providers: number of retail water and/or wastewater™ connections within the District as
of the fiscal year end Provide actual numbers and single famuly equivalents (ESFC).

) Connections ESFC Active

Meter Size Total Active Factor ESFEC's

Unmetered - - 1.0 -
Less than 3/4" 2.514.0 24920 1.0 2,492.0
1 452.0 402.0 2.5 1.005.0
112" 17.0 16.0 5.0 800
2" 80.0 75.0 8.0 600.0
3" 17.0 16.0 15.0 240.0
4" 13.0 13.0 25.0 325.0
6" 3.0 3.0 50.0 150.0

8" - - 80.0 -

10" - - 1150 -
Total Water 3.096.0 3.017.0 4.892.0
Total Wastewater 3,101.0 ' 3,022 0 1.0 3.022.0

* Number of connections relates to water service 1f provided. Otherwise, the number of wastewater
connecuons should be provided.

Note. "inactive” means that water and wastewater connections were made. but service is not

being provided. The District also provides wholesale services to the Town of Trophy Club through
1.105 connections not included in the totals above.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
TSI-1 SERVICES AND RATES
September 30, 2013

Total water consumption (in thousands) during the fiscal year:

Gallons pumped into the system 084,981

Gallons billed to customers 900,766

Water accountability ratio 91.5%
Standby Fees:

Does the District assess standby fees? No

For the most recent fiscal year, FY2013:

Total Total Percentage

Levy Collected Collected
Debt Service $ 198,830 $ 198,179 99.7%
Operations and Maintenance $ 1,161,268 $ 1,157,470 99.7%

Have standby fees been levied in accordance with Water Code Section 49.231, thereby
constituting a lien on property? No**

Location of District:

Counties in which District is located: a) Denton
b) Tarrant
1s the District located entirely in one county? No
Is the District located within a city? Partially
Cities in which District is located: Town of Trophy Club
Town of Westlake

1s District located within a city's extra territorial jurisdiction (ETJ)?
ETJ's in which District is located:

Is the general membership of the Board appointed by an office outside the District? No

Unknown

Unknown
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Trophy Club Municipal Utility District No. 1
TSI-2
General Fund Expenditures and Other Financing Uses
Year Ended September 30, 2013

Current Year - Prior Year
. 2013 . 2012
Administrative $ 1,476,468 $ 1,097,547
Water Operations 2,623,822 2,503,331
ﬂWastewater Operations 896,538 614,102
Wastewater Collection Systems - 322,017 260,895
Information Systems - 173,386
Contribution to Trophy Club Fire Dept 790,779 822,307
Capital Outlay 462,876 1,562,809
Transfers Out and Debt Service 1,115,390 1,011,260
Total Expenditures $ 7,687,890 . $ 8,045,637

* Information Systems is included in Administrative totals effective FY 2013.

Number of employees employed by the District:
Full time Equivalents (FTEs) 17 ** 32,5
Part time 0

** The Fire Department (F.D.) personnel is paid by the Town, receive Town benefits, and

have been excluded from FY 13 FTE's. This personnel was included in FY12 FTE's.
The MUD reimburses the Town 50% of the F.D.'s payroll and related expenses.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1 CONSOLIDATED
TSI-3 TEMPORARY INVESTMENTS
September 30, 2013

Identification Interest Maturity Balance Accrued Interest
Funds Number Rate Date End of Year End of Year

General Fund

TexPool 613300002 0.0362%  Demand $ 3,190,876 Paid daily
Debt Service Fund

TexPool 613300003 0.0362%  Demand $ 13,033 Paid daily
Capital Projects

Texpool 613300010 0.0362%  Demand $ 330,585 Paid daily

Total - All Funds $ 3,534,494
41
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
TSI-4 TAXES LEVIED AND RECEIVABLE

SEPTEMBER 30, 2013
General Fund Debt
_Operations Fire Total Service Total
Taxes receivable begmning of year $ 2646 % 19.119 § 21.765 $ 16.395 $  38.160
2012 tax levy 98.700 1.288.314 1.387.014 -194.605 1.581.619
Total to be accounted for 101.346 1.307.433 1.408.779 211.000 1.619.779
Less collections and adjustments:
Current year (98.370) (1.284.845) (1.383.213) (193.955) (1.577.169)
Prior years (1.085) (8.203) (9.288) ( 5.182) (14.470)
Total to be accounted for (99.455) (1.293.048) (1.392.503) (199.137) (1.591.639)
Taxes receivable. end of year $ 1801 § = 14.385 $ 16276 $ 11.863 $ 28139
Taxes receivable by year
1996 and prior $ 19 3 108 % 127 $ 454 $ 581
1997 7 41 48 150 . 198
1998 7 44 51 140 191
1999 7 48 55 108 163
2000 7 34 41 122 163
2001 7 36 43 120 163
2002 208 1,848 2.056 4,102 6.158
2003 70 126 - 196 132 328
2004 17 145 162 210 372
2005 59 199 . 258 283 341
2006 88 409 497 632 1.129
2007 52 508 560 621 1.181
2008 123 963 1.086 781 1,867
2009 315 1.267 1.582 797 2379
2010 189 2345 2,534 1,652 4,186
2011 231 2.551 2.782 1.305 4.087
2012 485 3,713 4,198 254 4452
$ 1.891 $ 14.385 $ 16276 $ 11.863 $§ 28139
FIY F/IY FrY FrY FIY
Property valuations (in 000's) 12/13 11/12 10/11 09/10 08/09
Land $ 324474 $ 282115 § 247335 $  209.177 $ 186574
Improvements $ 910.964 707431 713.265 786.539 737273
Personal property 83.539 55,618 73.914 80,332 71,091
Exemptions (56.728) (42.735) (41,345) (40.057) (34.027)

$ 1262249  § 1002429 § 993169 $ 1.035991 $ 960511

Tax rate per $100 valuation

Operations 0.009890 0.009890 0.008790 0.027140 0.014040
Fire department 0.104000 0.109250 0.109250 0.109140 0.116020
Debt service 0.019500 0.055860 0.076960 0.068720 0.114555 ,
Tax rate per $100 valuation 0.133390 0.175000 0.195000 0.205000 . 0.244615
Tax levy: $ 1,581.619 $ 1714788 $ 2047972 $ 2091414 $ 2.380.679
Percent of taxes collected to taxes levied 99.72% 99.44% 99 59% 99.69% 99.92%
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO.1
TSI-5 LONG-TERM DEBT SERVICE REQUIREMENTS - BY YEARS

SEPTEMBER 30, 2013
All Bonded Debt Series
Due During Fiscal ~ Principal Due Interest Due
Years Ending 1-Sep Mar 1/ Sep 1 Total

2014 $ 425,000 $ 197,196 $ 622,196
2015 440,000 178,508 618,508
2016 450,000 168,658 618,658
2017 470,000 155,783 625,783
2018 480,000 142,309 622,309
2019 505,000 128,534 633,534
2020 510,000 114,083 624,083
2021 530,000 98,333 628,333
2022 550,000 81,958 631,958
2023 570,000 63,458 633,458
2024 110,000 43,183 153,183
2025 115,000 37,683 152,683
2026 115,000 33,083 148,083
2027 125,000 28,368 153,368
2028 130,000 23,243 153,243
2029 135,000 17,783 152,783
2030 140,000 12,113 152,113
2031 145,000 6,163 151,163

$ 5,945,000 $ 1,530,439 $ 7475439
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO.1
TSI-5 LONG-TERM DEBT SERVICE REQUIREMENTS - BY YEARS (CONTINUED)

SEPTEMBER 30, 2013
General Obligation Bonds - Series 2010
($2,000,000)
Due During Fiscal ~ Principal Due Interest Due
Years Endin 1-Sep Mar 1/ Sep 1 Total

2014 - $ 70,000 $ 76,183 $ 146,183
2015 70,000 73,733 143,733
2016 75,000 71,283 146,283
2017 80,000 68,658 148,658
2018 85,000 65,858 150,858
2019 85,000 62,883 147,883
2020 90,000 59,908 149,908
2021 95,000 56,758 151,758
2022 100,000 53,433 153,433
2023 105,000 48,433 153,433
2024 110,000 43,183 153,183
2025 115,000 37,683 152,683
2026 115,000 . 33,083 148,083
2027 125,000 28,368 153,368
2028 130,000 23,243 153,243
2029 135,000 17,783 152,783
2030 140,000 12,113 152,113
2031 145,000 6,163 151,163

$ 1,870,000 $ 838,749 $ 2,708,749
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO.1
TSI-5 LONG-TERM DEBT SERVICE REQUIREMENTS - BY YEARS (CONTINUED)
SEPTEMBER 30, 2013

General Obligation Bonds - Series 2012
(2,355,000)

Due During Fiscal ~ Principal Due Interest Due
Years Ending 1-Sep Mar 1/ Sep 1 Total
2014 190,000 57,050 247,050
2015 195,000 53,250 248,250
2016 200,000 49,350 245,350
2017 205,000 44,350 249,350
2018 210,000 39,226 249,226
2019 225,000 33,976 258,976
2020 225,000 28,350 253,350
2021 230,000 21,600 251,600
2022 240,000 14,700 254,700
2023 250,000 7,500 257,500
$ 2,170,000 3 349,352 $ 2,519,352

General Obligation Bonds - Series 2013

(1,905,000)
Due During Fiscal  Principal Due Interest Due
Years Ending 1-Sep Mar 1/ Sep 1 Total
2014 § 165,000 $ 63,963 § 228,963
2015 175,000 51,525 226,525
2016 175,000 48,025 223,025
2017 185,000 42,775 227,775
2018 185,000 37,225 222,225
2019 195,000 31,675 226,675
2020 195,000 25,825 220,825
2021 205,000 19,975 224,975
2022 210,000 13,825 223,825
2023 215,000 7,525 222,525
§ 1,905,000 $ 342,338 § 2,247,338
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
TSI-6 CHANGES IN LONG-TERM BONDED DEBT

SEPTEMBER 30, 2013
Series 2003 Series 20035 Series 2010 Series 2012 Series 2013
Combination Combination GO Bonds GO Bonds « GO Bonds
Tax Tax Totals

Interest rate 3.10-4.25% 2.97-4.20% 3.50-5.00% 2.00-3.00% 2.00-3.50%
Date interest payable 3/1&9/1 31 &91 3/1&9/1 3/1&9N 31 &9/T
Maturity date 9/1/2023 9/1/2023 " 9/1/2031 9/1/2023 9/1/2023
Bonds outstanding at
beginning of year $ 785,000 $ 1,480,000 $ 1,935,000 $ 2,355,000 § - $ 6,555,000
Bonds sold during the year - - - - 1,905,000 1,905,000
Retirements of principal $  (785,000) § (1,480,0000 § (65,000) § (185,000) § - $ (2,515,000)
Bonds outstanding at end of
fiscal year $ - 8 - $1870,000 § 2,170,000 $ 1,905000 § 5,945,000
Retirements of interest $ 31,290 .§ 58,535 § 78458  § 60,750 $ - $ 229,033

Paying agent's name & city: The Bank of New York Mellon, Newark, NJ

PO Box 2320
All Series Dallas, TX. 75221-2320
General
Obligation
Bond Authority ., Bonds
Amount authorized by voters $ 29,094,217
Amount issued (23,325,000)
Remaining to be issued $ 5,769,217

The general obligation bonds were authorized on October 7, 1975

Debt Service Fund cash and cash equivalents balance as of Septerber 30, 2013: $ 17.879

"

Average annual debt service payment (principal & interest) for remaining term of debt:  § 415,302,
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1 CONSOLIDATED
TSI-8 BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS

September 30, 2013
Complete District Mailing Address: 100 Municipal Drive, Trophy Club, Texas 76262
District Business Telephone Number: Metro (682) 831-4600
Limit of Fees of Office that a Director may receive during a fiscal year: $6,000

(Set by Board Resolution - TWC Section 49.060)

Term of Office Fees of Expense Title
Elected/Expires ~ Office Paid  Reimbursements at

Name and Address or Date Hired FY13 FY13 Year End
Board Members:
James Moss
979 Trophy Club Drive
Trophy Club, TX 76262 05/10-3/16 $ 1,800 $ President
William Armstrong
18 Avenue Twenty
Trophy Club, TX 76262 05/10-5/14 $ 2,500 $ Vice-President
Kevin Carr
15 Edgemere Drive
Trophy Club, TX 76262 05/04-05/14 $ 2,600 $ 1,730 Secretary/Treasurer
C. Nick Sanders
7 Hayes Court
Trophy Club, TX 76262 05/10-5/16 $ 2,300 $ 229 Director
James C. Thomas
7 Meadowbrook Lane
Trophy Club, TX 76262 05/04-05/14 $ 1,700 § Director
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
TSI-8. BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS (Continued)
SEPTEMBER 30, 2013

‘k

Name and Address

Term of Office
Elected/Expires
or Date Hired

Fees of

Office Paid

FY13

Title
at
Year End

Key Personnel:
Jennifer McKnight
122 Reatta Drive
Justiin, Texas 76247

Consultants:

Denton Central Appraisal District
P.O. Box 2816

Denton, TX 76202

Tarrant Appraisal District
2500 Handley-Ederville Rd.
Fort Worth, TX 76262

LaFollett & Company PLLC
P.O.Box 717
Tom Bean, TX 75489

The Wallace Group
P.O. Box 22007
Waco, TX 76702

Whitaker, Chalk, Swindie & Sawyer, L.L.P.

3500 City Center, Tower ll
Fort Worth, TX 76102

Liston Law Firm
2801 Weems Way, Suite B
Rowlett, TX 75088

Freeman & Corbett
8500 Bluffstone Cove
Suite B-104

Austin, TX 78759

Booth, Ahrens & Werkenthin P. C.
515 Congress Ave., Suite 1515
Austin, Texas 78701

McCall, Parkhurst & Horton LLP
717 North Harwood, Suite 300
Dallas, Texas 75201-6587

J Stowe & Company
1300 E. Lookout Dr., Suite 100
Richardson, TX 75082

3/19/2012

4/1/1981

10/1/2007

16/1/2010

5/1/2012

10/1/1999

7/1/2002

12/17/2012

10/1/2012

10/1/1991

7/1/2013

50

«

7,773

2,323

21,188

158,898

86,912

117,205

18,095

58,359

7,793

19,164

District Manager

Appraiser

Appraiser

Auditors

Engineers

Legal Counsel

Legal Counsel

Legal Counsel

Legal Counsel

Bond Counsel

Consultant
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Financial Advisory Services

Provided By:
SWS |SOUTHWEST
GROUP

SECURITIES.

INVESTMENT BANKERS
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GENERAL CERTIFICATE

THE STATE OF TEXAS §
§ TROPHY CLUB MUNICIPAL UTILITY
COUNTIES OF DENTON AND TARRANT § DISTRICT NO. 1

§

WE, the undersigned, Secretary of the Board of Directors and General Manager,
respectively, of the Trophy Club Municipal Utility District No. 1 (the "District"), DO HEREBY
CERTIFY, with respect to the proposed "TROPHY CLUB MUNICIPAL UTILITY DISTRICT
NO. 1 UNLIMITED TAX BONDS, SERIES 2014", dated December 15, 2014 (the "Bonds") as
follows:

1. The total principal amount of indebtedness of the District to be outstanding, as of
the date hereof, after giving effect to the issuance of the Bonds, payable from ad valorem taxes
unlimited as to rate or amount, is as follows:

OUTSTANDING UNLIMITED TAX DEBT $ 5,520,000
THE BONDS $_5.765.000
TOTAL UNLIMITED DEBT $11,285,000
2. A debt service reqguirement schedule for the District's tax-supported

indebtedness, including the Bonds, is attached hereto as Exhibit A and incorporated herein as
a part hereof for all purposes.

3. The assessed value of all taxable property (net of exemptions) in the District, as
shown by the tax rolls for the year 2014, which is the latest official assessment of taxable
property in the District is $1,113,383,211.

4, The duly qualified and acting officers of the Board of Directors and certain
administrative officials of the District are as follows:
JAMES (JIM) MOSS PRESIDENT
JIM HASE VICE PRESIDENT
KEVIN R. CARR SECRETARY/TREASURER
JENNIFER MCKNIGHT GENERAL MANAGER
RENAE GONZALES FINANCE MANAGER
5. The District is a conservation and reclamation district, a body corporate and

politic and governmental agency of the State of Texas, created as a municipal utility district
pursuant to Article 16, Section 59, of the Texas Constitution by Order of the Texas Water
Commission, the predecessor in interest to the Texas Natural Resource Conservation
Commission (collectively, the "Commission"), and the District operates pursuant to Chapters 49
and 54 of the Texas Water Code, as amended (the "Act") and was the successor by merger and
consolidation of Trophy Club Municipal Utility District No. 1 ("Prior MUD ") and Trophy Club
Municipal Utility District No. 2 ("Prior MUD 2" and collectively with Prior MUD 1, the "Prior
MUDs") by consolidation election of May 9, 2009 (the "Consolidation Election”). No changes in
the boundaries of the District has occurred since the Consolidation Election. There have there
been no changes in the boundaries of the District subsequent to the most recent date of

41209924.1/11411679

TCMUDO005592
444



approval by the Office of the Attorney General of Texas of the District's last issuance of public
securities.

6. No municipal consents are required for the issuance of the Bonds because the
Town of Trophy Club and the Town of Westlake were incorporated after the creation of the
District.

7. The District has not limited the taxing powers granted to it by the Cohstitution and
laws of the State of Texas, and no procedure for such action has been taken.

8. The District, on October 7, 1975, voted a $0.25 per $100 valuation maintenance
tax and has levied at a maintenance tax of $0.01486 per $100 valuation for the 2014-15 fiscal
year.

.. The District is in compliance with the rules and regulations of the TCEQ and all
information has been filed with the TCEQ as required by law, and is current on all such filings.

10. No motion to overturn the order of the Texas Commission on Environmental
Quality approving the Bonds has been filed and the District has not been notified that the time
for filing such motion has been extended.

[remainder of page left blank intentionally]
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WITNESS OUR HANDS AND

December, 2014.
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41209924.1/11411679

THE SEAL OF THE DISTRICT, this the 4" day of

TROPHY CLUB MUNICIPAL UTILITY

DISTRICT NO. 1

el

Secretary, Board of Directors

) é&@f{‘
GeneratManager \ U

[signature page of General Certificate]
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DEBT SERVICE SCHEDULE
Current Tota! The Bonds *
Fiscal Year . Debt Service Combined
Sept 30 - Qutstanding® Principal s Intérest Total Debt Service
2015 $ 618,507.50 - 105,475.56 105,475.56 723,983.06
2016 618,657.50 235,000.00 148,325.00 383,325.00 1,001,982.50
2017 625,782.50 240,000.00 144,800.00 384,800.00 1,010,582.50
2018 622,307.50 245,000.00 141,200.00 386,200.00 1,008,507.50
2019 633,532.50 250,000.00 137,525.00 387,525.00 1,021,057.50
2020 ; : 624,082.50 255,000.00 133,775.00 388,775.00 1,012,857.50
2021 628,332.50 i 265,000.00 129,312.50 394,312.50 1,022,645.00
2022 631,957.50 270,000.00 124,012.50 394,012.50 1,025,970.00
2023 633,457.50 280,000.00 118,612.50 398,612.50 1,032,070.00
2024 153,182.50 290,000.00 112,312.50 402,312.50 555,495.00
2025 152,682.50 295,000.00 105,062.50 400,062.50 552,745.00
2026 148,082.50 305,000.00 97,687.50 402,687.50 550,770.00
2027 153,367.50 315,000.00 90,062.50 405,062.50 558,430.00
2028 153,242.50 325,0(_)0.00 81,400.00 406,400.00 559,642.50
*2029 1152,782.50 335,000.00 72,462.50 407,462.50 560,245.00
2030 152,112.50 345,000.00 62,412.50 407,412.50 559,525.00
2031 151,162.50 360,000.00 51,200.00 411,200.00 562,362.50
2032 - 370,000.00 39,500.00 409,500.00 409,500.00
2033 - 385,000.00 . 27,475.00 412 475.00 412,475.00
2034 - 400,000.00 14,000.00 414,000.00 414,000.00

EXHIBIT A

§ 685323250 § 5760500000 £ 1.036613.060 $§ 7701613.06 $.__14.584.845.56

® npoes not include Other Obligations indebtedness

1

41209924.1/11411679
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SIGNATURE AND NO-LITIGATION CERTIFICATE

THE STATE OF TEXAS §
§
COUNTIES OF DENTON AND TARRANT §

WE, the undersigned, officials of the Trophy Club Municipal Utility District No. 1 (the
"District"), do hereby certify with respect to the "TROPHY CLUB MUNICIPAL UTILITY
DISTRICT NO. 1 UNLIMITED TAX BONDS, SERIES 2014", dated December 15, 2014, in the
aggregate principal amount of $5,765,000 (the "Bonds"), as follows:

(1) The Bonds have been duly and officially executed by the undersigned President
and Secretary of the Board of Directors of the District with our manual or facsimile signature in
the same manner appearing hereon, and the undersigned President and Secretary of the Board
of Directors of the District hereby adopt and ratify our respective signatures in the manner
appearing on each of the Bonds whether in manual or facsimile form, as the case may be, as
our true, genuine and official signatures.

(2) On December 4, 2014 and on the date hereof, we were and are the duly qualified
and acting officials of the District indicated below.

{3) We have caused the official seal of the Issuer to be impressed, imprinted or
lithographed on the Bonds; and said seal on the Bonds has been duly adopted as, and is
hereby declared to be, the official seal of the Issuer.

(4) Except as noted below, no litigation of any nature is now pending before any
federal or state court, or administrative body, or to our knowledge threatened, to which the
Issuer is a party that seeks to restrain or enjoin the issuance or delivery of the Bonds or
questioning the issuance or sale of the Bonds, or the authority or action of the governing body of
the Issuer relating to the issuance or sale of the Bonds, or the levy of taxes to pay the principal
of and interest on the Bonds, or materially affecting the assessment or collection of taxes to pay
the principal of and interest on the Bonds;, and that neither the corporate existence or
boundaries of the Issuer nor the right to hold office of any member of the governing body of the
Issuer or any other elected or appointed official of the issuer is being contested or otherwise
questioned. On October 30, 2014, a final judgment was entered in the matter styled Ex Parte
Trophy Club Municipal Utility District No. 1, Cause No. D-1-GN-14-001983, filed in the 201st
Judicial District Court of Travis County, Texas, pursuant to Chapter 1205 of the Texas
Government Code. The final judgment granted the District the relief requested and no appeals
were timely filed.

(5) No authority or proceeding for the issuance, sale or delivery of the Bonds,
passed and adopted by the governing body of the Issuer, has been amended, repealed,
revoked, rescinded or otherwise modified since the date of passage thereof, and all such
proceedings and authority relating to the issuance and sale of the Bonds remain in full force and
effect as of the date of this certificate.

The Issuer hereby authorizes the Office of the Attorney General to date this certificate
the date of delivery of its approving opinion, and agrees to notify the Office of the Attorney

General of any changes with respect to this certificate or any Bond documents to which it is a
party that are made between the date of such opinion and the date of closing.

41209772.1/11411679
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DELIVERED this DEC 23 204

SIGNATURE OFFICIAL TITLE

President, Board of Directors
Trophy Club Municipal Utility District No. 1

Secretary, Board of Directors
Trophy' Club Municipal Utility District No. 1

THE STATE OF TEXAS. §
COUNTY OF DENTON " §

The undersigned, a Notary”Public, hereby represents and certifies that each of the
signatures of James (Jim) Moss and Kevin R. Carr, are known to me to be the President of the
Board of Directors and the Secretary of the Board of Directors, respectively, of the Trophy Club

Municipal Utility District No. 1, appearing above is genuine.

Given under my hand and seal of office, this </ +laay of December, 2014,

', -

ym— ¢ tary Public, State of Texas

_@i;‘\::.‘-'fs{._’:';,,’ I.AURI% ELIZABETH SLAGHT

% T ic. Rtate of Texas

iﬁ,?. &iﬂq%r&%“@gon Expires

SR August 23, 2015
41209772.1/11411679 [signature page of Signature and No-Litigation Certificate]
TCMUDO005597
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CERTIFICATE AS TO OFFICIAL STATEMENT

THE STATE OF TEXAS §

§ TROPHY CLUB MUNICIPAL UTILITY
COUNTIES OF DENTON AND TARRANT  § DISTRICT NO. 1
RE: $5,765,000 "Trophy Club Municipal Utility District No. 1 Unlimited Tax Bonds, Series

2014", dated December 15, 2014

WE, THE UNDERSIGNED, President of the Board of Directors and General Manager of
the Trophy Club Municipal Utility District No. 1 (the "District"), acting in our official capacities,
DO HEREBY CERTIFY that to the best of our knowledge and belief;

(a) The descriptions and statements of or pertaining to the District
contained in its Official Statement, and any addenda, supplement or amendment
thereto, prepared in connection with the issuance and sale of the above
referenced Bonds, on the date of such Official Statement, on the date of sale of
said Bonds and the acceptance of the best bid therefor, and on the date of the
delivery, were and are true and correct in all material respects;

(b) Insofar as the District and its affairs, including its financial affairs,
are concerned, such Official Statement did not and does not contain an untrue
statement of a material fact or omit to state a material fact required to be stated
therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading;

(c) Insofar as the descriptions and statements including financial
data, of or pertaining to entities, other than the District, and their activities
contained in such Official Statement are concerned, such statements and data
have been obtained from sources which the District believes to be reliable and
that the District has no reason to believe that they are untrue in any material
respect; and

(d) There has been no material adverse change in the financial
condition of the District since September 30, 2013, the date of the last audited
financial statements of the District appearing in the Official Statement.

[remainder of page left blank intentionally]
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DELIVERED, this December 23, 2014.

. TROPHY CLUB MUNICIPAL UTILITY
DISTRICT NO. 1

President, Boﬁ%f Directors
W
Ge@\ﬂanagéd v

41209705.1/11411679 [signature page of Certificate as to Official Statement]
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CERTIFICATE AS TO TAX EXEMPTION

The undersigned, being the duly chosen and qualified General Manager of the Trophy
Club Municipal Utility District No. 1 (the "Issuer"), hereby certifies with respect to TROPHY
CLUB MUNICIPAL UTILITY DISTRICT NO. 1 UNLIMITED TAX BONDS, SERIES 2014, in the
original principal amount of $5,765,000 (the "Bonds"), as follows:

A. General.

Q)] 1, along with other officers of the Issuer, am charged with the responsibility for
issuing the Bonds.

(2) This certificate is made pursuant to Sections 103 and 141 through 150 of the
internal Revenue Code of 1986, as amended to the date hereof (the "Code"), and Treasury
Regulations issued thereunder, including Temporary Regulations (the "Regulations").

(3) This certificate is based on the facts and estimates described herein in existence
on this date, which is the date of delivery of the Bonds to and payment for the Bonds by the
initial purchasers thereof, and, on the basis of such facts and estimates, the Issuer expects that
the future events described herein will occur.

B. Purpose and Size.

) The Bonds are being issued pursuant to an order adopted by the Board of
Directors of the Issuer on December 4, 2014 (hereinafter referred to as the "Order") for (i) the
following purposes, to wit: $1,225,000 for the purchase, acquisition and construction of a
waterworks and sanitary sewer system and additions, extensions and improvements thereto for
said District including necessary administrative facilities, and for the further purpose of the
purchase, acquisition and construction of works, improvements, facilities, plants, equipment and
appliances necessary for the drainage of lands within said District and $4,540,000 for
purchasing, constructing, acquiring, owning, operating, repairing, improving or extending a
waterworks system, sanitary sewer system and drainage and storm sewer system, including,
but not limited to, all additions to such systems and all works, improvements, facilities, plants,
equipment, appliances, interests in property, and contract rights needed therefor and
administrative facilities needed in connection therewith (collectively, the "Projects"), and to pay
costs of issuance, Terms used and not defined herein have the same meaning given to them in
the Order.

2) The Projects will be owned, operated, managed and maintained by the Issuer
and no person or group of persons (other than on the basis as members of the general public)
will have access to or use of or derive any special benefit from such facilities, pursuant to any
lease, management or payment contract or any other arrangement.

3 The amounts received from the sale of the Bonds, when added to the amounts
expected to be received from the investment thereof, do not exceed the amounts required to
pay the capital costs of the Projects and of issuing the Bonds.

4) No receipt from the sale of the Bonds or amounts received from the investment

thereof will be used to pay the principal of or interest on any presently outstanding issue of
bonds or other similar obligations of the Issuer other than the Bonds.

41210035.1/11411679
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C. Source and Disbursement of Funds.

(1) The'Bonds are being issued and delivered to the underwriters thereof on the date
hereof upon payment of the aggregate agreed purchase price of $5,773,254.01 (representing
the principal amount of the Bonds of $5,765,000, plus premium of $58,652.20, less an
Underwriter's discount of $53,694.30, plus accrued interest of $3,296.11).

(2) The Issuer has caused the deposit or disbursement of such amount as follows:

Disposition : Amount
Deposited to the credit of the construction fund $5,555,780.40
Deposited to the Interest and Sinking Fund $3,296.11
Disbursed to pay costs of issuance 214.177.50
Total $5.773.254.01

(3) Proceeds of sale of the Bonds in the amount of $3,296.11, representing accrued
interest, are being deposited on the date hereof in the Interest and Sinking Fund for the Bonds
and will be used to pay the first payment of interest to become due on the Bonds on
September 1, 2015. " .

(4) The Issuer estimates that income and profits in the aggregate’ amount of
$11,000.00 will be received from the investment of the amounts deposited to the construction
fund pending the disbursement of such amounts for the governmental purposes for which the
Bonds are being issued. All of such income and profit will be used to pay costs of the Projects or
deposited to the Interest and Sinking Fund and used to pay principal of and interest on the
Bonds within one year of receipt.

D. Temporary Periods and Time for Expenditures.

) Within six months from the date hereof, the Issuer will have incurred binding
obligations or commitments to third parties for the Projects in the amount of at least 5% of the
net sales proceeds of the Bonds.

(2).  After entering into said contracts, completion of the Projects and the allocation of
net sales proceeds of the Bonds to expenditures will proceed with due diligence.

(3) The Issuer expects that all of the net sales proceeds of the Bonds will be spent
within three years from the date hereof, and that all investment proceeds of the Bonds will be
spent within one year from the date of receipt. )

4 Approximately $1,074,337.15 of the proceeds of the Bonds will be used to
reimburse the Issuer for Project expenditures made by it from its own funds prior to the date
hereof. With respect to such reimbursement, if any, the Issuer adopted an official intent for the
original expenditures (except possibly for "preliminary expenditures” as defined in section 1.150-
2(f)(2) of the Regulations) not later than 60 days after payment of the original expenditures, and
a copy of the Issuer’s official intent is attached to this Certificate as to Tax Exemption. Except
for expenditures meeting the preliminary expenditures exception set forth in section 1.150-
2(f)(2) of the-Regulations, the Bonds are being issued and the reimbursement allocation is

41210035.1/11411679 2
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hereby being made not later than 18 months after the later of (i) the date the original
expenditures were paid, or (ii) the date the Projects are placed in service or abandoned, but in
no event more than 3 years after the original expenditures were paid. The original expenditures
were capital expenditures, and in connection with this allocation, the Issuer has not employed
any abusive arbitrage device under section 1.148-10 of the Regulations to avoid the arbitrage
restrictions or to avoid restrictions under section 142 through 147 of the Code.

E. Interest And Sinking Fund.

M Pursuant to the Order, the Issuer has levied a tax on all taxable property in the
Issuer to pay principal and interest on the Bonds as such become due, and such tax has been
pledged to the payment of the Bonds. Amounts collected from such tax for the payment of the
principal and interest on the Bonds are to be deposited to the credit of the Interest and Sinking
Fund maintained on the books of the Issuer.

(2) The Interest and Sinking Fund will be maintained by the Issuer primarily to
achieve a proper matching of revenues and debt service within each bond year. The Issuer
expects that the following will occur with respect to the money in the Interest and Sinking Fund:

a. Such fund will be depleted at least once each bond year except
possibly for a carryover amount not to exceed the greater of the previous bond
year's earnings on the Interest and Sinking Fund or one twelfth of the previous
bond year's debt service requirements on the Bonds;

b. All amounts deposited to such fund to pay debt service on the
Bonds will be spent within 13 months of deposit; and

c. All amounts received from the investment of such fund will be
deposited therein and will be expended within twelve months of receipt.

3) Except as described above, no funds of the Issuer have been or will be pledged
to payment of the principa! of or interest on the Bonds or otherwise restricted so as to give
reasonable assurance of the availability of such funds for such purpose.

F. Yield and Nonpurpose Investments.

(1 The discount factor required to reduce the principal and interest to be paid on the
Bonds to a present value on the date hereof, compounding semiannually, equal to the initial
offering prices at which a substantial amount of each maturity of the Bonds was sold to the
public, is 2.7545%. In determining the initial offering price at which a substantial amount of
each maturity of the Bonds was sold to the public, the Issuer has relied on a certificate from the
managing underwriter that purchased the Bonds.

(2) No other obligations of the Issuer which are reasonably expected to be paid from
substantially the same source of funds as the Bonds were sold within 15 days from the date the
Bonds were soid.

3) Except as otherwise provided in Section 148(f) of the Code, the Issuer will
account for proceeds of the Bonds separately from other funds of the Issuer and will compute

and pay to the United States Treasury the Rebate Amount due with respect to the Bonds no
less frequently than every five years, in the instaliments, to the place, in the manner and

41210035.1/11411679 3
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accompanied by such forms or other information as is or may be required by Section 148(f) of
the Code and the regulaticns and rulings thereunder. '

G. No Abusive Arbiirége Device. *

1 In connection with the issuance of the Bonds, the Issuer has not employed any
action which has the effect of overburdening the market for tax-exempt obligations by issuing
more bonds, .issuing bonds earlier, or allowing bonds to remain outstanding longer than is
reasonably necessary to accomplish the governmental purposes of the Bonds.

(2) In connection with the issuance of the Bonds, the Issuer has not employed any
action which has the effect of enabling the Issuer to exploit the difference between tax-exempt
and taxable interest rates to gain a material financial advantage.

H. Written Procedures.

1) The representations and covenants contained in this Certificate as to Tax
Exemption and the Order are hereby adopted by the Issuer to be written procedures to ensure
compliance, including post-issuance compliance and record retention practices, with the rules
applicable to tax-exempt obligations issued under Section 103 of the Code. The Issuer will
maintain records that show compliance with the covenants and representations contained in this
Certificate and the Order, and with the requirements contained in the Code and Regulations
related to tax-exempt obligations, while the applicable tax-exempt obligations remain
outstanding and for a period of three years after redemption of the tax-exempt obligations.

(2) The Issuer designates its General Manager to have primary responsibility for
monitoring post-issuance tax compliance with the covenants and representations contained in
this Certificate and the Order and with the requirements contained in the Code and regulations
relating to tax-exempt obligations, including requirements relating to the maintenance and
retention of records. The General Manager may assign and delegate responsibilities as he or
she deems necessary or appropriate. These officers will receive the following training with
regard to their compliance monitoring responsibilities: consultations with professional advisors,
review of written alerts and materials and attendance at professional meetings and seminars.

(3) The Issuer will conduct compliance checks for its tax-exempt obligations at least
annually. If the Issuer discovers a potential violation of a federal tax requirement, it will promptly
take appropriate action, as needed, to maintain the tax-exemption of the applicable debt
obligations, including consultation with professional advisors and taking remedial action as
-described in the Treasury Regulations, and/or other corrective action, such as through the Tax
Exempt Bonds Voluntary Closing Agreement Program.

[remainder of page left blank intentionally]
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EXECUTED AND DELIVERED, December 23, 2014,
TROPHY CLUB MUNICIPAL UTILITY

DISTRICT NO. 1
Gel anager
41210035.1/11411679 [signature page of Certificate as to Tax Exemption]
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CERTIFICATE OF MANAGING UNDERWRITER

The undersigned hereby certifies with respect to the sale of TROPHY CLUB
MUNICIPAL UTILITY DISTRICT NO. 1 UNLIMITED TAX BONDS, SERIES 2014 (the "Bonds"),
issued in aggregate principal amount of $5,765,000 as follows:

1. The undersigned is the underwriter or the manager of the syndicate of
underwriters which has purchased the Bonds from the Trophy Club Municipal Utility District
No. 1 (the "Issuer") at competitive sale.

2. The undersigned and/or one or more members of the underwriting syndicate, if
any, has made a bona fide offering of all of the Bonds of each maturity to the public at the initial
offering prices set forth in the Issuer's Official Statement with respect to the Bonds, dated
December 4, 2014 (the "Official Statement”).

3. The initial offering price (expressed as a dollar amount, yield percentage, or
percentage of principal amount and exclusive of accrued interest) at which a substantial amount
(at least 10%) of the Bonds of each maturity was sold to the public (as defined in paragraph 5)
is as set forth on page ii of the Official Statement, except for the Bonds maturing in the years
2017, 2018, 2024, 2031, 2032 and 20 34 (collectively, the “Unsold Maturities").

: 4, In the case of each of the Unsold Maturities, the undersigned reasonably
expected, as-of the sale date of the Bonds, to sell a substantial amount (at least 10%) of each of
the Unsold Maturities to the public at the initial offering prices set forth in the Official Statement.

5. The term "public," as used herein, means persons other than bondhouses,
brokers, dealers, and similar persons or organizations acting in the capacny of underwriters or
wholesalers.

6. The initial offering prices described above reflect current market prices at the
time of such sales. -

7. The undersigned understands that the statements made herein will be”relied

upon by the Issuer in its effort to comply with the conditions imposed by the 'Internal Revenue
Code of 1986 on the exclusion of interest on the Bonds from the gross income of their owners.

EXECUTED and DELIVERED this gf/) dﬂJM Ofﬁaméer,

FTN FINANCIAL CAPITAL MARKETS

=4

By:

Title: - V/) -

41278388.1/11411679
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Form 8038’6

(Rev. September 2611) » Under interal Revenue Code section 149(e)

Information Retum for Tax-Exempt Governmental Obligations

OMB No. 1545-0720

> See separate instructions.
i skl U g Caution: If the issue price is under $100,000, use Form 8038-GC.
Reporting Authority if Amended Retum, check here » [

1 Issuer's name
Trophy Club Municipal Utility District No. 1

2 Issuar's empioyer identification number (EIN)
75.1502727

3a Name of person (other than issuet) with whom the IRS may comimunicate about this return (see instructions)

3b Telephone number of other parson shown on 3a

4 Number and street (or P.O. box if mail is not delivered to street address)
100 Municipal Drive

Room/suite

§ Report number (For IRS Use Only)

| i

6 City, town, or post office, state, and ZIP code 7 Date of issue
Trophy Club, Texas 76262 121232014
8 Nams of issue 9 CUSIP number
Unlimited Tax Bonds, Series 2014 897059 GGO
10a Name and title of officer or other employee of the 1ssuer wham the IRS may call for more information (see 10b Telephone number of officer or other
instructions) employee shown on 10a
Jennifer McKnight, General Manager (682) 831-4610
m Type of Issue (enter the issue prloe) See the instructions and attach schedule.
11 Education. . e e e e e e e . 11
12  Health and hospital 12
13  Transportation 13
14  Public safety . 14
15 Environment (mcludmg sewage bonds) 15
16 Housing 16
17 Utilities . 17 5,823,652 20
18  Other. Describe > 18
19  If obligations are TANs or RANS, check only box 19a > 3
If obligations are BANS, check only box 19b . » [}
20 if obligations are in the form of a lease or instaliment sale, check box . »

Description of Obligations. Complete for the entire issue for which this form is being_ed.

(a) Final maturity date bl lssue price O ot ety fe) Vield

21 09/01/2034 $ 5,823,652.20] $ 5,765,000.00]  11.588 years 27545 o
m Uses of Proceeds of Bond Issue (includLg underwriters’ dlscount)

22 Proceeds used for accrued interest . . . 22 3,296 11

23 Issue price of entire issue (enter amount from nne 21 column (b)) e e 23 5,823,652| 20

24 Proceeds used for bond issuance costs {including underwriters’ discount} . 24 267,871| 80

25 Proceeds used for credit enhancement . .o 25 -

28 Proceeds allocated to reasonably required reserve or replacement fund 26 -

27 Proceeds used to currently refund prior issues 27 -

28 Proceeds used to advance refund prior issues 28 -

29 Total (add lines 24 through 28) . . 29 267,871] 80

30  Nonrefunding proceeds of the issue (subtract Ilne 29 from Ime 23 and enter amount here) . a0 5,555,780 40
IZX¥I  Description of Refunded Bonds. Complete this part only for refunding bonds.

31  Enter the remaining weighted average maturity of the bonds to be currently refunded . & - ears

32  Enter the remaining weighted average maturity of the bonds to be advance refunded . > - ears

33  Enter the last date on which the refunded bonds will be called (MM/DD/YYYY) . > -

34 Enter the date(s) the refunded bonds were issued P (MM/DD/YYYY) -
For Paperwork Reduction Act Notice, see separate instructions. Cat. No.6a7785 . Form 8038-GQ (Rev. 9-2011)
41209888/11411679

TCMUD005606
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Form 8038-G (Rev. 8-2011)

ml Miscellaneous

35 Enter the amount of the state volume cap allocated to the issue under section 141(b)(5) . .
36a Enter the amount of gross proceeds invested or. to be invested in a guaranteed investment contract

(GIC) (see instructions)

b Enter the final maturity date of the GIC >
Enter the name of the GIC provider > ;
37 Pooled financings: Enter the amount of the proceeds of this issue that are to be used to make loans [

4]

to other govemmental units .

38a Ifthisissueisa loan made from the proceeds of another tax-exempt issue, check box > D and enter the following information:

b Enter the date of the master pool obligation P

¢ Enter the EIN of the issuer of the master pool obligation »

d Enter the name of the issuer of the master poo} obligation
39  If the issuer has designated the issue under section 265(b)(3)(B)(){!II) (small issuer except:on) check box >
40  If the issuer has elected to pay a penalty in lisu of arbitrage rebate, check box . .o » O
41a If the issuer has identified a hedge, check here ™ [ and enter the following information:

b Name of hedge provider » .

¢ Type of hedge »

d Term of hedge » ¢ '
42  |f the issuer has superintegrated the hedge, check box . . » [
43 If the issuer has established written procedures to ensure that all nonquahf ed bonds of thls issue ane remedlated

according to the requirements under the Code and Regulations (see instructions), checkbox . . >

44  If the issuer has established written procedures to monitor the requirements of section 148, check hox . »

45a If some portion of the proceeds was used to reimburse expenditures, check here » and enter the amount
of reimbursement . . . .»
b Enter the date the official lntent was adopted > 08/27/2013

$1,074,337.15

Under ponalties of perjury, | declare that | have exarnined this retum and accompanying schedules and statements, and to the best of my knowledge
Signature |and berl they are true, oorrsm, and completa | fmiag edaye that | consent to the IRS's disclosure of the issuer's retum information, as necessary to
and g —
Consent 122312014 ’ Jennifer McKnight, General Manager

N 2 Type or print name and titie

Paid ype ;naras nam& S Dato Cheok [] 1 BTN :
Preparer Joy Elli \ 12/23/2014 seif-employed PO1677082
Use Only }Fm sname b _Fulbright & Jawor4|o LLP Firm's EIN > 74-1201087

Firm's address » 2200 Ross Avenue\ Suite P804, Dallas, Texas 75201-2784 Phone no. (214) 855-8007

v Form 8038-G (Rev. 8-2011)
41209888/11411879
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A
NORTON ROSE FULBRIGHT

Fulbright & Jaworski LLP

2200 Ross Avenue, Suite 2800
Dallas, Texas 75201-2784
United States

December 29, 2014 Direct line +1 214 855 8024
diane.callahan@nortonrosefulbright.com

Tel +1 214 855 8000
Fax +1 214 855 8200
nortonrosefutbright.com

CERTIFIED MAIL No. 7196 9008 9111 9207 4932
RETURN RECEIPT REQUESTED

Certified Article Number

7196 8H08 9311 5207 4932

Internal Revenue Service
Ogden, Utah 84201 SENDERS RECORD

Re:  $5,765,000 "Trophy Club Municipal Utility District No. 1 Unlimited Tax Bonds, Series
2014", dated December 15, 2014

Ladies and Gentlemen:

Enclosed is an original of an Information Return for Tax-Exempt Governmental Obligations
(Form 8038-G) prepared in connection with the above-referenced financing.

Very truly yours,

Callahan
Senior Paralegal

DClier
Enclosure

41360224.1/11411679
Fulbright & Jaworski LLP is & limited liability partnership registered under the laws of Texas.

Fulbnght & Jaworski LLP, Norton Rose Fulbrnght LLP, Norton Rose Fulbright Australia, Norton Rose Fulbright Canada LLP, Norton Rose Fulbright
South Africa (incorporated as Deneys Reitz, Inc.), each of which is a separate legal entity, are members of Norton Rose Fulbright Verein, a8 Swiss
Verein Details of each entity, with certain reguiatory information, are at nortonrosefulbright.com. Norton Rose Fuibright Verein heips coordinate the
activities of the members but does not ifself provide legal services to clients.
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(b

GREG ABBOTT

December 18, 2014

THIS IS TO CERTIFY that Trophy Club Municipal Utility District No. 1
(the "Issuer"), has submitted the Trophy Club Municipal Utility District No. 1
Unlimited Tax Bond, Series 2014 (the "Bond"), in the principal amount of
$5,765,000, for approval. The Bond is dated December 15, 2014, numbered T-1,
and was authorized by Order No. 2014-1204A of the Issuer passed on December 4,
2014.

The Office of the Attorney General has examined the law and such certified proceedings and
other papers as we deem necessary to render this opinion.

As to questions of fact material to our opinion, we have relied upon representations of the
Issuer contained in the certified proceedings and other certifications of public officials furnished to

us without undertaking to verify the same by independent investigation.

We express no opinion relating to the official statement or any other offering material
relating to the Bond.

Based on our examination, we are of the opinion, as of the date hereof and under existing
law, as follows:

(1)  The Bond has been issued in accordance with law and is a valid and binding
obligation of the Issuer.

(2)  The Bond is payable from the proceeds of an annual ad valorem tax levied, without
legal limitation as to rate or amount, upon all taxable property within the Issuer.

Therefore, the Bond is approved.

of the State of Texas

Nc. 58105

Book No. 2014-D

JCH

*See attached Signature Authorization

PosT OFFICE Box 12548, AUSTIN, TEXAS 78711-2548 TEL: (512) 463-2100 WWW. TEXASATTORNEYGENERAL.GOV
An Equal Employment Opportunsty Employer - Prinsed en Recycled Paper
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OFFICE OF THE ATTORNEY GENERAL

s COn L

OF THE STATE OF TEXAS

I, GREG ABBOTT, Attorney General for the State of Texas, do hereby authorize the
employees of the Public Finance Division of the Office of the Attorney General to affix a digital
image of my signature, in my capacity as Attorney General, to the opinions issued by thig. office
approving the issuance of public securities by the various public agencies, non-profit corporations,
districts, entities, bodies politic or corporaie, or political subdivisions of this State as required by
law, the opinior;s approving those contracts designated by the Legislature as requiring the approval
of the Attorney General, and the obligations, proceedings and credit agreements requiréd by law to
be a;;proved by the Attomey General. The' auﬂlorized digital image of my signature is attached as
Exhibit A and is hereby adopted as my own for the purposes set forth herein. This supercedes any
prior signature authorizations for the same purpose. ‘

The authority granted herein is to be exercised on those occasions when I am unavailable to
personally sign said opinions, and upon the condition that the opinions to which the digital image
signature is affixed ha;'e been approved by an authorized Assistant Attorney General following the
completion of the Public Finance Division’s review of the transcripts of proceedings to which the

opinions relate.

Given under my hand and seal of office at Austin, Texas, this the i day of January,

2009.

- GREG TT" .
Attorney eral of the State of Texas

TCMUDO005611
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OFFICE OF COMPTROLLER
OF THE STATE OF TEXAS

I, SUSAN COMBS, Comptrolier of Public Accounts of the State of Texas,
do hereby certify that the attachment is a true and correct copy of the opinion of

the Attorney General approving the:

Trophy Club Municipal Utility District No. 1 Unlimited Tax Bond, Series 2014

numbered T-1, of the denomination of $ 5,765,000, dated December 15, 2014,
as authorized by issuer, interest various percent, under and by authority of which
said bonds/certificates were registered electronically in the office of the
Comptrolier, on the 18th_day of December 2014, under Registration Number
84446.

Given under my hand and seal of office, at Austin, Texas, the 18th day of
December 2014.

o oo

SUSAN COMBS
Comptroller of Public Accounts
of the State of Texas

TCMUD005612
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OFFICE OF COMPTROLLER
OF THE STATE OF TEXAS

I, Melissa Mora, [] Bond Clerk [X] Assistant Bond Clerk in the office of the Comptroller of the State

of Texas, do hereby certify that, acting under the direction and authority of the Comptroller on the
18th day of December 2014, | signed the name of the Comptroller to the certificate of registration

endorsed upon the:

Tro:;hv Club Municipal Utility District No: 1 Uﬁlimited Tax Bond, Series 2014,

N -

numbered T-1, dated December 15, 2014, and that in signing the certificate of registration | used
/ﬁwm Lortis

4
IN WITNESS WHEREQF | have executegj this certificate this the 18th day of December 2014.
L 1 -

7 - .

1, Susan Combs, Comptrolier of Public Accounts of the State of Texas, certify that the pérson

the following signature:

who has signed:the above certificate was duly designated and appointed by me under authority
vested in me by Chapter 403, Subchapter H, Government Code, with authority to sign my name to
all certificates of registration, and/or canceliation of bonds requjred by law to be registered and/or
cancelled by me, and was acting as such on the date first mentioned in this certificaté, and that the
bonds/certificates described in this certificate have been duly registered in the office of the
Comptroller, under Registration Number 84448.

v

GIVEN under my hand and seal of office at Austin, Texas, this the 18th day of December

haw. Corb

SUSAN COMBS
Comptroller of Public Accounts
of the State of Texas

2014.

>
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A
NORTON ROSE FULBRIGHT

Fulbright & Jaworski LLP

2200 Ross Avenue, Suite 2800
Dallas, Texas 75201-2784
United States

Tel +1 214 855 8000

Fax +1 214 855 8200
December 23, 2014 nortonrosefutbright.com

IN REGARD to the authorization and issuance of the "Trophy Club Municipal Utility District
No. 1 Unlimited Tax Bonds, Series 2014", dated December 15, 2014, in the aggregate principal
amount of $5,765,000 (the "Bonds"), we have examined into their issuance by the Trophy Club
Municipal Utility District No. 1 (the "District") solely to express legal opinions as to the validity of
the Bonds and the exclusion of the interest on the Bonds from gross income for federal income
tax purposes, and for no other purpose. We have not been requested to investigate or verify,
and we neither expressly nor by implication render herein any opinion concerning, the financial
condition or capabilities of the District, the disclosure of any financial or statistical information or
data pertaining to the District and used in the sale of the Bonds, or the sufficiency of the security
for or the value or marketability of the Bonds.

THE BONDS are issued in fully registered form only and in denominations of $5,000 or any
integral multiple thereof (within a maturity). The Bonds mature on September 1 in each of the
years specified in the order adopted by the Board of Directors of the District authorizing the
issuance of the Bonds (the "Order"), unless redeemed prior to maturity in accordance with the
terms stated on the Bonds. The Bonds accrue interest from the dates, at the rates, and in the
manner and interest is payable on the dates, all as provided in the Order.

IN RENDERING THE OPINIONS herein we have examined and rely upon (i) original or certified
copies of the proceedings relating to the issuance of the Bonds, including the Order, and an
examination of the initial Bond executed and delivered by the District (which we found to be in
due form and properly executed), (ii) certifications of officers of the District relating to the
expected use and investment of proceeds of the sale of the Bonds and certain other funds of
the District and (iii) other documentation and such matters of law as we deem relevant. In the
examination of the proceedings relating to the issuance of the Bonds, we have assumed the
authenticity of all documents submitted to us as originals, the conformity to original copies of all
documents submitted to us as certified copies, and the accuracy of the statements contained in
such documents and certifications.

BASED ON OUR EXAMINATION, we are of the opinion that, under applicable taws of the State
of Texas in force and effect on the date hereof:

1. The Bonds have been duly authorized by the District and, when issued in
compliance with the provisions of the Order, are valid, legally binding, and enforceable
obligations of the District, payable from the proceeds of an ad valorem tax levied, without legal
limit as to rate or amount, upon all taxable property within the District, except to the extent that
the enforceability thereof may be affected by bankruptcy, insolvency, reorganization,
moratorium, or other similar laws affecting creditors’ rights or the exercise of judicial discretion in
accordance with general principles of equity.

Fulbright & Jaworski LLP is a limited liability partnership registered under the laws of Texas 47239725.1
Fulbright & Jaworski LLP, Norton Rose Fulbright LLP, Norton Rose Fulbright Australia, Norton Rose Fulbright Canada LLP, Norton Rose Fulbnight
South Africa (incorporated as Deneys Reitz, Inc.), each of which 1s a separate legal entity, are members of Norton Rose Fulbright Verein, a Swiss

Verein, Details of each entity, with certain regulatory information, are at nortonrosefulbright com Norton Rose Fulbright Veren helps coordinate the
activibies of the members but does not itself provide legal services to clients.

TCMUDO005614
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NORTON ROSE FULBRIGHT
December 23, 2014
Page 2

2. Pursuant to section 103 of the Internal Revenue Code of 1986, as amended to
the date hereof (the "Code"), and existing regulations, published rulings, and court decisions
thereunder, and assuming continuing compliance after the date hereof by the District with the
provisions of the Order relating to sections 141 through 150 of the Code, interest on the Bonds
for federal income tax purposes (a) will be excludable from the gross income, as defined in
section 61 of the Code, of the owners thereof, and (b) will not be included in computing the
alternative minimum taxable income of individuals or, except as hereinafter described,
corporations.  Interest on the Bonds owned by a corporation will be included in such
corporation’s adjusted current earnings for purposes of calculating the-alternative minimum
taxable income of such corporations, other than an S corporation, a qualified mutual fund, a real
estate mortgage investment ‘conduit, a real estate investment trust, or a financial asset
securitization investment trust ("FASIT"). A corporation’s alternative minimum taxable income is
the basis on which the alternative minimum tax imposed by section 55 of the Code will be
computed.

WE EXPRESS NO OPINION with respect to any other federal, state, or local tax consequences
under:present law or any proposed legislation resulting from the receipt or accrual of interest on,
or the acquisition or disposition of, the Bonds. Ownership of tax-exempt obligations such as the
Bonds may resuit in collateral federa! tax consequences to, among others, financial institutions,
life insurance companies, property and casualty insurance companies, certain foreign
corporations doing business in the Umted States, S corporations with subchapter C earnings
and profits, owners of an interest in @ FASIT, individual recipients of Social Security or Railroad
Retirement benefits, individuals otherwise qualifying for the earned income tax credit and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase or
carry, or who have paid or incurred certain expenses allocable to, tax-exempt obligations.

OUR OFINIONS ARE BASED on existing law, which is subject to cﬁange. Such opinions are
further based on our knowledge of facts as of the date hereof. We assume no duty to update or
supplement our opinions to reflect any facts or circumstances that may thereafter come to our
attention or to reflect any changes in any law that may thereafter occur or become effective.
Moreover, our opinions are not a guarantee of result and are not binding on the Internal
Revenue Service; rather, such opinions represent our legal judgment based upon our review of
existing law that we deem relevant to such opinions and in reliance upon the representations
and covenants referenced above. .

M,’u 4 qau—-x’S"-' ws

47239725.1
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Date:

To:

From:

4.

SOUTHWEST
(? Fy(yusp t SECURITIES.

CLOSING MEMORANDUM

$5,765,000
Trophy Club Municipal Utility District "MUD")No.1
Unlimited Tax Bonds, Series 2014 (the “Bonds”)

December 19, 2014
- Attached Distribution List

Dan A. Almon
Andrew Friedman
Mary Jane Dietz
Southwest Securities
(214) 859-9452
(210) 226-8677

The closing time and date for the above-referenced issue is Tuesday,
December 23, 2014, at 10:00 A.M., Central Daylight Time. A final debt service schedule
is attached as Exhibit “A”. This transaction will close through DTC'’s “Fast” Book Entry
Only System.

FTN Financial Capital Markets (“FTN Financial”), as the authorized representative of
a group of purchasers (the “Purchasers”), shall wire $5,773,254.01 to BOKF, NA dba
Bank of Texas (the “Paying Agent/Registrar’) ABA #103900036, Account
#600024642, Wealth Management Account; Re: Trophy Club Municipal Utility District
No.1, Unlimited Tax Bonds, Series 2014, Attn: Jose Gaytan (512-813-2002) calculated
as follows::

Par Amount of the Bonds $5,765,000.00
Plus: Accrued Interest (12/15/14 - 12/23/14) 3,296.11
Plus: Bidder's Premium 4.957.90

Total Amount to be Wired by FTN Financial $5,773.254.01

The Paying Agent/Registrar shall retain $400.00 in payment of the first year's Paying
Agent/Registrar fee.

5. The Paying Agent/Registrar shall wire $147,800 from the proceeds of the Bonds, to

JPMorgan Chase Bank, Houston, Texas, ABA #021000021, for credit to Southwest
Securities Inc., Account #08805076955, for further credit to Trophy Club Municipal Utility
District No.1 Unlimited Tax Bonds, Series 2014 (#94-9030-119855), Attn: Ms. Amanda
Almanza, (214) 859-6353. Such amount is for the fees and expenses associated with the
legal authorization and issuance of the Bonds. (See Cost of Issuance Breakdown,
herein.)

TCMUD005616
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Closing Memorandum .
Trophy Club Municipal Utility District No.1
December 19, 2014 - :

Page 2

6. The Paying Agent/Registrar shall wire $5,625,054.01, from the proceeds of the Bonds, to
TexPool per wiring instruction shown below: -

State Street Bank and Trust Company, Boston, MA,

ABA # 011 000 028

BNF (4200) - TexPool Account # 67573774

RFB (4320} ~ Location ID # 77384

Participant Name ~ Trophy Club MUD 1

For final credit by TexPool as follows:

a) 2014 WW Treatment Plant Construction Fund (OBl # 449-0613300011)

in the amount of . $5,616,800.00

Construction Fund Deposit includes funds for the following to be
retained/paid by the District;

S&P Rating Partial Fee Reimbursement $ 7,490.00
TCEQ Bond Application Processing Fee (for $5,765,000 only) 14,376.56
TCEQ Application Filing Fee 1,000.00
Engineering TCEQ Bond Application Report Fee 20,000.00

b) Interest & Sinking Fund (OBI # 449-0613300003) in the amount of 3 8,254.01

{1&S Fund Deposit includes accrued interest of $3,296.11
and Bid Premium of $4,957.90)

7. Upon receipt of funds from the Purchasers, the good faith check in the amount of
$115,300.00 shall be returned uncashed (by a trackable method) to:

Tiffany Davis
FTN Financial Capital Markets

' 845 Crossover Ln., Bidg D, Suite 150
Memphis, TN 38117

8. The Reconciliation of Receipts and Disbursements is as follows:

Receipts:
Par Amount of the Bonds $5,765,000.00
Plus: Accrued Interest (12/15/14 - 12/23/14) 3,296.11
Plus Bidder's Premium 4,957.90
Total Receipts $5.773,254.01

Disbursements:
Trophy Club MUD Wastewater Treatment Plant Construction Fund $5,616,800.00
Trophy Club MUD Interest and Sinking (Debt Service) Fund 8,254.01
First Year's Paying Agent/Registrar Fee 400.00
Costs of Issuance to be paid by Southwest Securities 147.800.00

$5,773,254.01
TCMUDO005617
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NOTE: Upon receipt of funds at delivery, the District will send a check in the amount of
$14,376.56 to the Texas Commission on Environmental Quality (“TCEQ") for payment

of the TCEQ Bond Application Processing Fee. Check should be sent to the address
below:

Texas Commission on Environmental Quality
Attention: Andrew Paynter

12100 Park 35 Circle

Bidg. F - Mail Code 152

Austin, Texas 78753

TCMUDO005618
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$5,765,000

Trophy Club Municipal Utility District No.1
Unlimited Tax Bonds, Series 2014

Distribution List

Issuer

Ms. Jennifer McKnight

Ms. Renae Gonzales

Ms. Terri Sisk

100 Municipal Drive
Trophy Club, Texas 76262

Phone: 682-831-4610 (Jennifer)
682-831-4611 (Renae)
682-831-4618 (Terri)

Facsimile: 817-491-9312

jmcknight@tcmud.org

rgonzales@tcmud.org

tsisk@tcmud.org

Underwriter

Ms. Tiffany Davis

Ms. Mary Ann Bohne

Mr. Hank Tansey

FTN Financial Capital Markets

845 Crossover Ln., Bldg D, Suite 150
Memphis, Tennessee 38117

Phone: 901-435-8428 (Tiffany)
901-435-8090 (Mary Ann)
901-435-8006 (Hank)
Facsimile 901-435-8076
Tiffany.Davis@ftnfinancial.com
Maryann.Bohne@ftnfinancial.com
Hank.Tansey@ftnfinancial.com

Paying Agént/Reqistrar

Mr. Jose Gaytan

Ms. Anne-Marie Hansen
Bank of Texas (BOKF,NA)
Corporate Trust Services

100 Congress Ave., Suite 250

Phone: 512-813-2002 (Jose)
512-813-2001 (Anne-Marie)
Facsimile 512-813-2020
JGaytan@bankoftexas.com
AHansen@bankoftexas.com

Financial Advisor

Mr. Dan Almon

Mr. Andrew Friedman

Ms. Mary Jane Dietz
Southwest Securities

1201 Elm Street, Suite 3500
Dallas, Texas 75270

Phone: 214-859-9452 (Dan)
210-226-8677 (Andrew)
214-859-6803 (MJ)
Facsimile: 214-859-9475
DAlmon@swst.com
Andrew.Friedman@swst.com

‘MJDietz@swst.com

Bond Counsel

Mr. Bob Dransfield

Ms. Kristen Savant

Ms. Diane Callahan

Norton Rose Fulbright

2200 Ross Ave., Suite 2800
Dallas, Texas 75201

Phone 214-855-8068 (Bob)
214-855-8072 (Kristen)
214-855-8024 (Diane)
Facsimile 214-855-8200
Robert.Dransfield@nortonrosefulbright.com
Kristen.Savant@nortonrosefulbright.com
Diane.Callahan@nortonrosefulbright.com

TCMUDO005619
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SOUTHWEST
c? Fyé,UsP , SECURITIES.

December 19, 2014

Ms. Jennifer McKnight

General Manager

Trophy Club Municipal Utility District No.1
100 Municipal! Drive

Trophy Club, Texas 76262

STATEMENT

For services rendered and expenses incurred in connection with the legal
authorization and issuance of $5,765,000 Trophy Club Municipal Utility
District No.1 Unlimited Tax Bonds, Series 2014

(See Cost of issuance Breakdown on next page.) $147,800.00
DAA/mjd
TCMUD005620
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO.1
$5,765,000 UNLIMITED TAX BONDS, SERIES 2014

COST OF ISSUANCE BREAKDOWN

UL Tax Bonds

Expense Item: $5,765,000
Financial Advisory Fee / Expenses- Southwest Securities, Inc. $ 68,825.00
Bond Counsel Fee /Expenses- Norton Rose Fulbright 60,000.00
Attorney General Fee (Reimbursed to Norton Rose Fulbright) 5,765.00
Ratings:

S&P (Reimburse District for $7,490 already paid to S&P) $3,210 remaining 10,700.00
Paying Agent Registrar ~ Bank of Texas.

First Year's Paying Agent/ Registrar Fee 400.00
Official Statement (OS) Costs:

Preparation / Printing / internet Posting / Electronic Distribution 5,000.00
TCEQ Fee for Processing Application (0.25% of par amount)

(Based on par amount of $5,765,000 only) 14,376.56
TCEQ Application Filing Fee 1,000.00
Bond Application Report (Fee for preparing TCEQ Application - Engineer) 20,000.00
Miscellaneous Expenses H 5,000.00
Total Cost of Issuance $ 191,066.56

COST OF ISSUANCE BREAKDOWN BY SOURCE OF PAYMENT

Cost of Issuance Expenses Paid from Wire to Southwest Securities

Financial Advisory Fee / Expenses- Southwest Securities, Inc. $ 68,825.00
Bond Counsel Fee /Expenses- Norton Rose Fulbright 60,000.00
Attorney General Fee (Reimbursed to Norton Rose Fulbright) 5,765.00
S&P Rating Fee (Balance of original $10,700 Fee) 3,210.00
Official Statement Preparation/Printing/Internet Posting/Electronic Distribution 5,000.00
Miscellaneous Expenses 5,000.00

$ 147,800.00 $ 147,800.00

Cost of issuance Expenses Paid/Retained by the District from Construction Fund

S&P Rating Fee (70% of Original) Reimbursement $ 7.490.00
TCEQ Fee for Processing Application (0.25% of par amount)

(Based on par amount of $5,765,000 only) 14,376.56
TCEQ Application Filing Fee 1,000.00
Bond Application Report (Fee for preparing TCEQ Application - Engineer) 20,000.00

42,866.56 42,866.56
Cost of Issuance Expenses Retained by Paying Agent Registrar $ 400.00 $ 400.00
Total Cost of Issuance $_191,066.56
12/18/2014
TCMUD005621
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SOUTHWEST
GS I}Q{JSP‘ SECURITIES

Exhibit "A"

TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO, |

BOND DEBT SERVICE

$5,765,000

(Denton and Tarrant Counties)
Unlimited Tax Bonds, Series 2014
Final Numbers: As of December 4, 2014

Dated Date 12/15/2014
Delivery Date 12/23/2014

Period Annual

Ending Principal Coupon Interest Debt Service Dcebt Service
09/01/2015 105,475.56 105,475.56
09/30/201S 105,475.56
03/01/2016 74,162.50 74,162.50
09/01/2016 235,000 1,500% 74,162.50 309,162.50
09/30/2016 383,325.00
03/01/2017 72,400.00 72,400.00
09/01/2017 240,060 1.500% 72,400.00 312,400.00
09/30/2017 384,800.00
03/01/2018 70,600.00 70,600.00
09/01/2018 245,000 1.500% 70,600.00 315,600.00
09/30/2018 386,200.00
03/01/2019 68,762.50 68,762.50
09/01/2019 250,000 1.500% 68,762.50 318,762.50
0973072019 387,525.00
03/01/2020 66,887.50 66,887.50
09/01/2020 255,000 1.750% 66,887.50 321,887.50
09/30/2020 388,775.00
03/61/2021 64,656.25 64.656.25
09/01/2021 265,000 2.000% 64,656 25 329,656.25
09/30/2021 394,312.50
03/01/2022 62.,006.25 62,006.25
09/01/2022 270,000 2.000% 62,006.25 332,006.25
09/30/2022 394,012.50
03/01/2023 59,306.25 59,306.25
09/01/2023 280,000 2.250% 59,306.25 339,306.25
0973012023 398,612.50
03/01/2024 56,156.25 56,156.25
09/01/2024 290,000 2.500% 56,156.25 346,156.25
09/30/2024 402,312.50
03/01/2025 52,531.25 52,531.25
09/01/2025 295,000 2.500% 52,531.25 347,531.25
09/30/2025 400,062.50
03/01/2026 43,843.75 48,843.75
09/01/2026 305,000 2.500% 43,843.75 353,843.75
09/30/2026 402,687.50
03/01/2027 45,031.25 45,031.25
09/0172027 315,000 2.750% 45,031.25 360,031.25
09/30/2027 405,062.50
03/01/2028 40,700 00 40,700.00
09/01/2028 325,000 2.750% 40,700.00 365,700.00
09/30/2028 406,400.00
03/01/2029 36,231.25 36,231.25
09/01/2029 335,000 3.000% 36,231.25 371,231.25
09/30/2029 407,462.50
03/01/2030 31,206.25 31,206.25
09/01/2030 345,000 3.250% 31,206.25 376,206.25
09/30/2030 407,412.50
03/01/2031 25,600.00 25,600.00
09/01/2031 360,000 3.250% 25,600.00 385,600.00
09/30/2031 411,200.00
03/01/2032 19,750.00 19,750.00
09/012032 370,000 3.250% 19,750.00 389,750.00
09/30/2032 409,500.00
03/01/2033 13,737.50 13,737.5¢
09/01/2033 385,000 3.500% 13,737.50 398,737.50

Dec 4,2014 11:08 am Prepared by Southwest Securities, Inc. (AK)

(Finance 7,010 Trophy Club MUD #1: TCMUD_1-2014ULT) Page 1
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SWS’ SOUTHWEST Exhibit "A"

GROUPISECURITIES
BOND DEBT SERVICE .
$5,765,000
TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. |
{Denton and Tarrant Counties)
Unlimited Tax Bonds, Series 2014
Final Numbers: As of December 4, 2014
Pertod Annual
Ending Principal Coupon Interest Debt Service Debt Service
09/30/2033 a1247500 '
03/01/2034 7,000.00 7,000.00
09/01/2034 400,000 3.500% 7,000.00 407,000.00
09/30/2034 414,000.00
5,765,000 1,936,613.06 7,701,613.06 7,701,613.06
Dec 4, 2014 11:08 am Prepared by Southwest Securities, Inc. (AK) (Finance 7.010 Trophy Club MUD #1:TCMUD_!-2014ULT) Page 2
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RECEIPT AND DISBURSEMENT OF FUNDS
BOKF, NA dba BANK OF TEXAS, AUSTIN, TEXAS

Re:  $5,765,000 “Trophy Ciub Municipal Utility District No. 1 Unlimited Tax Bonds,
Series 2014”, dated December 15, 2014 (the “Bonds”)

BOKF, NA dba Bank of Texas, Austin, Texas (the “Bank”) hereby acknowledges receipt
this day of the total sum of $5,773,254.01 for the account of the Trophy Club Municipal Utility
District No. 1 (the “District”) from FTN Financial Capital Markets, as underwriters of the Bonds,
in payment of the purchase price for the Bonds as follows:

Principal Amount $5,765,000.00
Accrued Interest 3,296.11
Premium 58,652.20
Less: Underwriter's Discount ($53.694.30)
TOTAL AMOUNT RECEIVED $5,773,254.01

and such moneys received has been disbursed in accordance with instructions received as
follows:

(1) Retained in payment of the first year's fee for paying agent/
registrar services for the Bonds, the sum of $400.00

(2) Transmitted to State Street Bank and Trust Company, Boston,
MA representing the (i) deposit to the credit of the District's Texpool
construction fund for the Bonds, (ii) ratings fee partial reimbursement,
{iii) TCEQ fees, and (iv) deposits to the interest and Sinking Fund, the sum
of $5,625,054.01

(3) Transmitted to Southwest Securities, Inc. for the payment of
costs of issuance, the sum of $147,800.00

DATED, this December 23, 2014.

BOKF, NA dba BANK OF TEXAS,
Austin, Texas

41353501.1/11411679
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STANDARD & POOR’S
“¢P RATINGS SERVICES ot a0
McGRAW IfILL FINANCIAL Dallas, TX 75201

tel 214) 871-1400
reference no.: 1369855

November 21, 2014

Trophy Club Municipal Utility District #1

100 Municipal Drive

Trophy Club , TX 76262

Attention: Ms. Jennifer McKnight, District Manager

Re: US$5,765,000 Trophy Club Municipal Utility District No. 1, Texas, Unlimited Tax Bonds,
Series 2014, dated: December 15, 2014, due: September 1, 2034

Dear Ms. McKnight:

Pursuant to your request for a Standard & Poor’s Ratings Services (“Ratings Services”) rating on
the above-referenced obligations, Ratings Services has assigned a rating of "AA-". Standard &
Poor’s views the outlook for this rating as stable. A copy of the rationale supporting the rating is
enclosed.

This letter constitutes Ratings Services’ permission for you to disseminate the above-assigned
ratings to interested parties in accordance with applicable laws and regulations. However,
permission for such dissemination (other than to professional advisors bound by appropriate
confidentiality arrangements) will become effective only after we have released the rating on
standardandpoors.com. Any dissemination on any Website by you or your agents shall include the
full analysis for the rating, including any updates, where applicable.

To maintain the rating, Standard & Poor’s must receive all relevant financial and other
information, including notice of material changes to financial and other information provided to us
and in relevant documents, as soon as such information is available. Relevant financial and other
information includes, but is not limited to, information about direct bank loans and debt and debt-
like instruments issued to, or entered into with, financial institutions, insurance companies and/or
other entities, whether or not disclosure of such information would be required under S.E.C. Rule
15¢2-12. You understand that Ratings Services relies on you and your agents and advisors for the
accuracy, timeliness and completeness of the information submitted in connection with the rating
and the continued flow of material information as part of the surveillance process. Please send all
information via electronic delivery to: pubfin_statelocalgovt@standardandpoors.com. If SEC rule
17g-5 is applicable, you may post such information on the appropriate website. For any
information not available in electronic format or posted on the applicable website,

Please send hard copies to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street

PF Ratings U.S. (7/18/14)

TCMUDO005625
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Page | 2
New York, NY 10041-0003

The rating is subject to the Terms and Conditions, if any, attached to the Engagement Letter
applicable to the rating. In the absence of such Engagement Letter and Terms and Conditions, the
rating is subject to the attached Terms and Conditions. The applicable Terms and Conditions are
incorporated herein by reference.

Ratings Services is pleased to have the opportunity to provide its rating opinion. For more
information please visit our website at www.standardandpoors.com. If you have any questions,
please contact us. Thank you for choosing Ratings Services.

Sincerely yours,

Standard & Poor's Ratings Services

dg
enclosures

cc: Mr. Dan A. Almon
Ms. Mary Jane Dietz

PF Ratings U.S. (7/18/14)
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#% STANDARD&POOR'S
RATINGS SERVICES

McGRAW HILL FINANCIAL -

Standard & Poor's Ratings Services
Terms and Conditions Applicable To Public Finance Credit Ratings

General. The credit ratings and other views of Standard & Poor’s Ratings Services (“Ratings Services”) are statements of
opinion and not statements of fact. Credit ratings and other views of Ratings Services are not recommendations to
purchase, hold, or sell any securities and do not comment on market price, marketability, investor preference or
suitability of any security. While Ratings Services bases its credit ratings and other views on information provided by
issuers and their agents and advisors, and other information from sources it believes to be reliable, Ratings Services does
not perform an audit, and undertakes no duty of due diligence or independent verification, of any information it receives.
Such information and Ratings Services’ opinions should not be relied upon in making any invéstment decision. Ratings
Services does not act as a “fiduciary” or an investment advisor; Ratings Services neither recommends nor, will
recommend how an issuer can or should achieve a particular credit rating ouicome nor provides or will provide
consulting, advisory, financial or structuring advice. Unless otherwise indicated, the term “issuer” means both the issuer
and the obligor if the obligor is not the issver. 4

All Credit Rating Actions in Ratings Services’ Sole Discretion. Ratings Services may assign, raise, lower, suspend, place
on CreditWatch, or withdraw a credit rating, and assign or revise an Outlook, at any time, in Ratings Services’ sole

discretion. Ratings Services may take any of the foregoing actions notwithstanding any request for a confidential or
private credit rating or a withdrawal of a credit rating, or termination of a credit rating engagement. Ratings Services will
not convert a public credit rating to a confidential or private credit rating, or a private credit rating to a confidential credit
rating.

Publication. Ratings Services reserves the right to use, publish, disseminate, or license others to use, publish or
disseminate a credit rating and any related analytical reports, including the rationale for the credit rating, unless the
issuer specifically requests in connection with the initial credit rating that the credit rating be assigned and maintained
on a confidential or private basis. If, however, a confidential or private credit rating or the existence of a confidential
or private credit rating subsequently becomes public through disclosure other than by an act of Ratings Services or its
affiliates, Ratings Services reserves the right to treat the credit rating as a public credit rating, including, without
limitation, publishing the credit rating and any related analytical reports. Any analytical reports published by Ratings
Services are not issued by or on behalf of the issuer or at the issuer’s request. Ratings Services reserves the right to
use, publish, disseminate or license others to use, publish or disseminate analytical reports with respect to public credit
ratings that have been withdrawn, regardless of the reason for such withdrawal. Ratings Services may publish
explanations of Ratings Services’ credit rat;ngs criteria from time to time and Ratings Services may modify or refine
its credit ratings criteria at any time as Ratings Services deems appropriate.

Reliance on Information. Ratings Services relies on issuers and their agents and advisors for the accuracy and
completeness of the information submitted in connection with cfedit ratings and the surveillance of credit ratings
including, without limitation, information on material changes to information previously provided by issuers, their
agents or advisors. Credit ratings, and the maintenance of credit ratings, may be affected by Ratings Services’ opinion
of the information received from issuers, their agents or advisors.

PF Ratings U.S. (02/16/13)
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Confidential Information. Ratings Services has established policies and procedures to maintain the confidentiality of
certain non-public information received from issuers, their agents or advisors. For these purposes, “Confidential
Information” shall mean verbal or written information that the issuer or its agents or advisors have provided to Ratings
Services and, in a specific and particularized manner, have marked or otherwise indicated in writing (either prior to or
promptly following such disclosure) that such information is “Confidential.”

Ratings Services Not an Expert, Underwriter or Seller under Securities Laws. Ratings Services has not consented to
and will not consent to being named an “expert” or any similar designation under any applicable securities laws or
other regulatory guidance, rules or recommendations, including without limitation, Section 7 of the U.S. Securities
Act of 1933, Rating Services has not performed and will not perform the role or tasks associated with an "underwriter"
or "seller" under the United States federal securities laws or other regulatory guidance, rules or recommendations in
connection with a credit rating engagement.

Disclaimer of Liability. Ratings Services does not and cannot guarantee the accuracy, completeness, or timeliness of
the information relied on in connection with a credit rating or the results obtained from the use of such information.
RATINGS SERVICES GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED
TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.
Ratings Services, its affiliates or third party providers, or any of their officers, directors, shareholders, employees or
agents shall not be liable to any person for any inaccuracies, errors, or omissions, in each case regardless of cause,
actions, damages (consequential, special, indirect, incidental, punitive, compensatory, exemplary or otherwise),
claims, liabilities, costs, expenses, legal fees or losses (including, without limitation, Jost income or lost profits and
opportunity costs) in any way arising out of or relating to a credit rating or the related analytic services even if advised
of the possibility of such damages or other amounts.

No Third Party Beneficiaries. Nothing in any credit rating engagement, or a credit rating when issued, is intended or
should be construed as creating any rights on behalf of any third parties, including, without limitation, any recipient of
a credit rating. No person is intended as a third party beneficiary of any credit rating engagement or of a credit rating
when issued.

PF Ratings U.S. (02/16/13)

TCMUD005628
480



49 STANDARD & POOR'S
“dF RATINGS SERVICES

McGRAW HILL FINANCIAL

RatingsDirect’

Summary: '

Trophy Club Municipal Utility District
No.1, Texas; General Obligation

Primary Credit Analyst:
Sarah L Smaardyk, Dallas (1) 214-871-1428; sarah.smaardyk@standardandpoors.com

Secondary Contact:
Omar M Tabani, Dallas (1) 214-871-1472; omar.tabani@standardandpoors.com

Table Of Contents

Rationale
Outlook
Related Criteria And Research

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 24, 2014 1
1371117 | 392101238

TCMUD005629
481



Summary:

Trophy Club Municipal Utility District No.1,
Texas; General Obligation

Credit Profile

US$5.765 mil Unltd Tax Bnds ser 2014 dtd 12/15/2014 due 09/01/2034

Long Term Rating AA-/Stable New
Trophy Club Mun Util Dist #1 GO
Long Term Rating AA-/Stable Affirmed

Trophy Club Mun Util Dist #1 GO
Unenhanced Rating AA-(SPUR)/Stable Affirmed

Many issues are enhanced by bond insurance,

Rationale

Standard & Poor's Ratings Services assigned its ‘AA-' rating to Trophy Club Municipal Utility District No.1, Texas'
series 2014 unlimited-tax general obligation (GO) bonds. At the same time, Standard & Poor's affirmed its 'AA-' rating
on the district's existing GO debt. The outlook is stable.

The rating reflects our opinion of the district's:

o Access to Dallas-Fort Worth's deep and diverse economy, resulting in very strong wealth and income levels;
¢ Mature infrastructure development; and
¢ Sizable property tax base with a low property tax rate, providing it with revenue-raising flexibility.

We believe the preceding credit strengths are somewhat mitigated by what we consider the district's moderately high
overall debt.

An unlimited ad valorem tax levied on all taxable property in the MUD secures the series 2014 bonds. Officials intend
to use series 2014 bond proceeds to make improvements to the district's wastewater treatment facilities.

Trophy Club MUD No. 1 provides water, sewer, and fire protection services to a 2,284-acre service area in the towns
of Trophy Club and Westlake, approximately 27 miles northwest of downtown Dallas and 25 miles northeast of
downtown Fort Worth. Trophy Club residents' access to employment opportunities throughout the Dallas-Fort Worth
Metroplex has resulted in, what we consider, very strong median household effective buying income at 128% of the
national level.

The MUD is a residential and mixed-use development that contains more than 3,974 occupied homes; home prices
range from $200,000 to $1 million. Currently, there are 156 developed lots available for construction; 178 completed
multifamily units; 24 completed, but unoccupied, homes; and 24 homes under construction. Commercial development
includes the Solana Business Complex, a strip shopping center, and several other small commercial and retail
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Summary: Trophy Club Municipal Utility District No.1, Texas; General Obligation

establishments. Imminent developments include two hotels, a medical office building, a Montessori school, and
Entrada — a mixed-use development similar to the Solana Business Complex. The MUD is developmentally mature
with approximately 94% of developable land containing utility infrastructure. Meanwhile, 146 acres remain available
for further development with 96 acres dedicated for additional residential property and the remainder dedicated for
commercial property. Management estimates the MUI‘) will likely reach buildolut by 2017.

The large property tax base peaked at an assessed value (AV) of $1.02 billion in fiscal 2010 before decreasing by 6% to
$954.6 million in fiscal 2012 due to declining housing values during the national economic slowdown. AV has since
increased by nearly 17% to $1.11 billion in fiscal 2015, which tops pre-recessionary AV levels. The tax base is diverse,
with the 10 leading taxpayers accounting for 23.5% of AV. The MUD is adjacent to Trophy Club Public Improvement
District No. 1, which has also experienced significant new home construction. While land in the public improvement
district is not subject to the MUD's property tax levy, the MUD provides water, sewer, emergency, and fire protection
services to public improvement district residents; this generates additional operating revenue for the MUD.

The MUD has historically realized surpluses in its general fund. The district saw operating surpluses for four
consecutive fiscal years starting in 2009; management attributes this to increased water and sewer sales spurred by
residential growth and recent drought conditions. Although the MUD incurred a small operating deficit in fiscal 2013,
£here was no significant change in the general fund balance; the ending unassigned general fund balance of $3 million
equaled, in our view, an adequate 42.4% of expenditures. Water and sewer charges (72%) and property taxes (19%)
generated the bulk of fiscal 2013 general fund revenue. The debt service fund provides debt service liguidity; at fiscal
year-end 2013, this fund contained $17,879 or a low 1.7% of the maximum annual debt service payment scheduled to
occur in fiscal 2022. Property taxes generated 99% of debt service fund revenue.

What we regard as the MUD's low property tax rate of 13.3 cents per $100 of AV provides a degree of revenue-raising
flexibility. As the result of a comprehensive rate study by an outside firm, management undertook a modest increase in
its water and wastewater rate, effective July 1, 2014.

Direct debt equals a low 1.0% of fiscal 2014 market value (MV). Including all overlapping entities, overall debt is 7.7%
of MV, which we consider moderately high. We believe debt amortization is rapid with 62% of principal retired over 10
years and 100% over 20 years. The district is planning to issue a maximum of $9.2 million in water and sewer revenue
bonds in fiscal 2015 to fund a wastewater plant expansion.

Outlook

The stable outlook reflects Standard & Poor's opinion that the MUD will likely continue to experience healthy
residential construction, allowing for continued property tax base growth. The stable outlook also reflects our
expectation that the MUD's mature development will likely limit any significant debt-supported capital needs beyond
the wastewater plant expansion, allowing for a gradual debt reduction as debt amortizes and property tax base growth
continues. While we do not expect it to occur within the outlook’s two-year period, we could raise the rating once the
MUD moves closer to buildout, coupled with a material debt-to-MV ratio reduction. While not likely, we could lower
the rating if AV growth were to stall or there was a material increase in the district's debt-to-MV ratio.
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Summary: Trophy Club Municipal Utility District No.1, Texas; General Obligation

Related Criteria And Research

Related Criteria
USPF Criteria: Methodology And Assumptions: Rating Unlimited Property Tax Basic Infrastructure Districts, March
17, 2009

Complete ratings information is available to subscribers of RatingsDirect at www.globalcreditportal.com. All ratings
affected by this rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use
the Ratings search box located in the left column.
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The Depository Trust Company

A subsidiary of the Depository Trust & Clsaring Cosporstion

BLANKET ISSUER LETTER OF REPRESENTATIONS

(Yo be compistsd by Issusr and Co-issuer(s), ¥ spplicsble)

Trophy Club Municipal Utility District No.l
(Name of Issuer and Co-Issuer(s), if applicable)

March 16, 2010
(Dawe)

Attention: Underwriting Department
The Depositery Trust Company
55 Water Street, 1SL

New York, NY 10041-0099

Ladies and Gentlemen:

This letter sets forth our understanding with respect to all issues (the “Securities”) that
Issuer shall request to be made eligible for deposit by The Depository Trust Company (“DTC™).

Issuer is: (Note; lssuer shall representone and cross out the other.)
Jincorperated-in} [formed under the laws of] _the State of Texas

To induce DTC to accept the Securities as eligible for deposit at DTC, and to act in
accordance with DTC’s Rules with respect to the Securities, Issuer represents to DTC that issuer
will comply with the requirements stated in DTC’s Operational Arrangements, as they may be
amended from time to time,

Very truly yours,
Nota:
Stheduje A containg statements that DTC
belioves accurately describe DTC, the method Trophy Club Municipal Utility District No.l
of cffecting book-entry transfers of securities Tawer)
distributed through DTC, and certain related
matters. By: ﬂrﬂd_:g;ﬁ?—"
(Puliarioed Officar™s Slgaamee)
Received and Accepted Robert Scott
THE DEFOSITORY TRUST COMPANY (Print Name)
100 Municipal Drive

(Street Addren)

By:
Tropity Club_Texag USA 16262
Ciy) (State) {Country) {Zi» Code)
ﬁ pree.
(682) 3“3.‘}, =4610

(Phone )
T0e Depamitney Trant B bl
Cloaiog Corporstion rscott@ci.trophyclub.tx.us

(E-owi) Addrear)
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SCHEDULE A
(To Blanket Issucr Letter of Representations)

SAMPLE OFFERING DOCUMENT LANGUAGE
) DESCRIBING BOOK-ENTRY-ONLY ISSUANCE

(Prepared by DTC--b d material may be applicabls only to certain issues)

1. The Depository Trust Company (‘DT "), New York, NY, will act as securities depository for
the securities (the “Securities”). The Securities 'will be issued as fully-registered securities registered in the
name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative’ of DTC. One fully-registered Security certificate will be issued for [each issue of] the
Securities, [each] in the apggregate principal amount of such issue, and will be deposited with DTC. [If,
however, the aggregate principal amount of [any] issue exceeds $500 million, one certificate will be issued
with respect to each $500 million of principal amount, and an additional certificate will be issued with respect
to any remaining principal amount of such issue.]

2. DTC, the world’s largest securities depository, is a lumted-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York Banking
Law, a member of the Federal Reserve System, a clearmg corporation” within the meanmg of the New York
Uniform Commercial Code, and a “clearing agency” registered pursuant to the provxsmns of Section 17A of
the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million issues of
U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from
over 100 countries) that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates
the post-trade settlement among Direct Participants of sales and other securities transactions in deposited
securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminatés the need for physical movement of securities certificates. Direct Participants
include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations,
and certain othér organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation
and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the
users of its regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and
non-U.S. securities brokers and dealers, banks, trust compames and clearing corporations that clear through
or maintain a custodial relationship with a Direct Parficipant, either directly or indirectly (“Indirect
Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable ‘to its
Participants are on file with the Securities and Exchange Commission. More information about DTC can be
found at www.dtcc.com and www dtc.org.

3. Purchases of Securities under the DTC system must be made by or through Direct Participants,
which® will receive a credit for the Securities on DTC's records. The ownership interest of each actual
purchaser of cach Security (“Beneficial Owner”) is in fumn to be recorded on-the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their purchase.
Beneficial Owners are, however, expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Partxcxpant through
which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the Securities are
to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests in
Securities, except in the event that use of the book-entry system for the Securities is discontinued.

4.  To facilitate subscquent transfers, all Securmes depos1ted by Direct Participants w1th DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or Such’other name as may be requested
by an-authorized ‘representative of DTC. The deposit of Securities with DTC and their registration in the
name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has
no knowledge of the actual Beneficial Owners of the Securities; DTC’s records reflect only the identity of the
Direct Participants to whose accounts such Securities are credited, which may or may not be the Beneficial
Owners. The Direct and Indirect Participants will remain responsible for keeping account of their holdings on .
behalf of their customers.
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SCHEDULE A
(To Blanket Issuer Lettor of Representations)

5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners
will be govemned by arrangements among them, subject to any statutory or regulatory requirements as may be
in effect from time to time. [Beneficial Owners of Securities may wish to take certain steps to augment the
transmission to them of notices of significant events with respect to the Securities, such as redemptions,
tenders, defaults, and proposed amendments to the Security documents. For example, Beneficial Owners of
Securities may wish to ascertain that the nominee holding the Securities for their benefit has agreed to obtain
and transmit notices to Beneficial Owners. In the altemnative, Beneficial Owners may wish to provide their
names and addresses to the registrar and request that copies of notices be provided directly to them.]

[6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.]

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Securities unless authorized by a Direct Participant in accordance with DTC's MMI Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts Securities are credited on the record date (identified in a listing attached to the Omnibus Proxy).

8.  Redemption proceeds, distributions, and dividend payments on the Securities will be made to
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from Issuer or Agent, on payable date in accordance with their respective holdings shown on
DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing instructions
and customary practices, as is the case with securities held for the accounts of customers in bearer form or
registered in “street name,” and will be the responsibility of such Participant and not of DTC, Agent, or
Issuer, subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of
redemption proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as may be
requested by an authorized representative of DTC) is the responsibility of Issuer or Agent, disbursement of
such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments
to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

[9. A Beneficial Owner shall give notice to elect to have its Securitics purchased or tendered,
through its Participant, to [Tender/Remarketing] Agent, and shall effect delivery of such Securities by causing
the Direct Participant to transfer the Participant’s interest in the Securities, on DTC’s records, to
[Tender/Remarketing] Agent. The requirement for physical delivery of Securities in connection with an
optional tender or 2 mandatory purchase will be deemed satisfied when the ownership rights in the Securities
are transferred by Direct Participants on DTC’s records and followed by a book-entry credit of tendered
Securities to [Tender/Remarketing] Agent’s DTC account.)

10. DTC may discontinue providing its services as depository with respect to the Securities at any
time by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor
depository is not obtained, Security certificates are required to be printed and delivered.

11, Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC
(or a snccessor securities depository). In that event, Security certificates will be printed and delivered to
DTC.

12, The information in this section concerning DTC and DTC’s book-entry system has been
obtained from sources that Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy
thereof.
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6/23/2014 11:45:07 AM
Amalia Rodriguez-Mendoza
District Clerk

Travis Coun
0. D-1-GN-14-001983 . D-1-GN-14-001983
IN THE DISTRICT COURT OF
EXPARTE
\ . TRAVIS COUNTY, TEXAS
TROPHY CLUB MUNICIPAL UTILITY
DISTRICT NO. 1,

O O U L oD

201ST  yUDICIAL DISTRICT

ORIGINAL PETITION FOR EXPEDITED DECLARATORY JUDGMENT AND
MOTION FOR CONSOLIDATION

By this action, and pursuant to Chapter 1205.001 et. seq. of the Texas Government Code
(“Chapter 1205”), the Trophy Club Municipal Utility District No. 1 of Tarrant and Denton
Counties, Texas (the “District”) Aseeks an expedited  declaratory judgment to conclusively
establish (i) the District’s authority to issiie unlimited tax bonds and revenue bonds in one or
more series in an aggregate principal amount not to exceed $14,995,000 (allocated as described
herein as between tax bonds and revenue bonds) pursuant fo one or more bond orders (as more
particularly described in Exhibits A and B hereto, the “Proposed Bonds™), (ii) the legality and
validity of using funds from the Proposed”Bonds to finance improvements to its existing
wastewater treatment plant (the “Wastewater Plant”), (i)’ the District’s authority to award
contracts for the construction of such improvements, and (iv) the validity of an order issued by
the Texas Commission on Environmental Quality (“TCEQ”) approving the issuance of the
Proposed Bonds and the Wastewater Pla'nt improvement project. Specifically, the District intends
to use the Proposed Bonds to finance the design, planning, acquisition, construction, and
equipping of necessary improV'éments to the Wastewater’ Plant and other improvements to the

sewer system (the “Necessary Improvements”).!

! The Necessary Improvements include items identified in the Engineering Report (defined below). The Engineering
Report is available to the public as follows — Part 1 at http://www.tcmud .org/wp-

content/uploads/2013/04/Preliminary-Engineering-Report-The-Wallace-Group-Part-1.pdf (last visited June 19,

ORIGINAL PETITION FOR EXPEDITED DECLARATORY JUDGMENT — Page 1
AND MOTION FOR CONSOLIDATION
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The District desires to proceed with confidence and certainty, assured by order of this
Court that its actions, including the issuance of the Proposed Bonds and the execution of
agreements associated with the construction and financing of the Necessary Improvements, are
incontestable and are valid and enforceable under the laws of the State of Texas, specifically
including Sections 49.152 and 54.501 of the Texas Water Code.

L
INTRODUCTION/NATURE OF THE ACTION

l. Chapter 1205 (i) entitles issuers of public securities to obtain a declaratory
judgment confirming the validity of proposed public securities, public securities authorizations,
expenditures of money related to public securities, and contracts related to projects funded
through the issuance of public securities,” (ii) provides a statutory framework for accelerated
resolution, in a single forum, of all issues that have been or could be raised that affect the validity
of the public securities, authorizations, or contracts described in this Original Pctition,3 and (iii)
requires the Court, upon receipt of this Original Petition, to “immediately issue an order”
setting the matter for trial “at 10:00 a.m. on the first Monday after the 20th day after the date

of the order. »

2014); and Part 2 at hitp:
Wallace-Group-Part-2.pdf (last visited June 19, 2014).

2 Tex. Gov’t Code Ann. § 1205.021.

3 Id, §§ 1205.025, 1205.061.

* Specifically, Tex. Gov’t Code Ann § 1205.041 provides:

(a) The court in which an action under this chapter is brought shall, on receipt of the petition,
immediately issue an order, in the form of a notice, directed to all persons who:
) reside in the territory of the issuer:
) own property located within the boundaries of the issuer;
3) are taxpayers of the issuer; or
) have or claim a right, title, or interest in any property or money to be affected by a
. public security authorization or the issuance of the public securities.
(b) The order must., in general terms and without naming them, advise the persons described by

Subsection (a) and the attorney general of their right to:

m appear for a trial at 10 a.m. on the first Monday after the 20th day after the order: and

2) show cause why the petition should not be granted and the public securities or the public
security authorization validated and confirmed.

ORIGINAL PETITION FOR EXPEDITED DECLARATORY JUDGMENT ~ Page 2
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2. The completion of the Necessary Improvements is essential for the District to be
able to maintain regulatory compliance and service its increasing population. Accordingly, on
September 24, 2013, pursuant to the authority of the Reso]ution&(deﬁned below) and Sections
5.122 and 49.181 of the Texas Water Code, the District filed an application with the TCEQ for
expedited approval of a proposed engineering project and the issuance of up to $15,000,000 in
bonds. Specifically, the application requested authorization to issue up to $5,769,217 in

unlimited tax and/or combination unlimited tax and revenue bonds, and up to $9,230,783 in

¢ §

revenue bonds,‘ for the purpose of financing the Necessary Improvements. On February 6, 2014,
the TCEQ entered an order approving the issuance of the Pro.posed Bonds for the Necessary
Improvements.’

3. For reasons discussed more fully below, on March 7, 2014, Maguire Partners —
Solana, L.P. (“Maguire Partners”) and the Town .of Westlake (“Westlake™) each moved to
overturn the TCEQ’s order, both of which motions were overruled by operation of law on May
2, 2014. Additionally, citing Section 5:351° of the Texas Water Code as the basis for the court’s
Jjurisdiction, Maguire Partners filed two lawsuits seeking to overturn the TCEQ’s order: (i) on
March 7, 2014, a lawsuit in the 126th Judicial District Court of Travis County, Texas (Cause No’
D-1-GN-14-000716).: and (ii) on May 30, 2014, a lawsuit in the 53rd Judicial District Court of

Travis County, Texas (Cause No. D-1-GN-14-001623)—both of which are currently pending.’

(c) The order must give a general description of the petition but it is not required to contain the entire
petition or any exhibit attached to the petition. (Emphasis added).

® A true and correct copy of the TCEQ Order is attached hereto as Exhibit C.
® Tex. Water Code Ann. § 5.351 (*(a) A person affected by a ruling, order, decision, or other act of the commission
may file a petition to review, set aside, modify, or suspend the act of the commission. (b) A person affected by a
ruling, order, or decision of the commission must file his petition within'30 days after the effective date of the
ruling, order, or decision. A person affected by an act other than a ruling, order, or decision must file his petition
within 30 days after the date the commission performed the act.”). .
7 This lawsuit takes precedence over the two (2) lawsuits filed by Maguire Partners. See Tex. Gov’t Code Ann §§
1205.025, 1205.061.
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4, Because of those actions opposing the TCEQ’s order, the Texas Attorney
General may not approve the issuance of the Proposed Bonds unless the District first obtains an
order from this Court validating the Proposed Bonds under Chapter 1205. Accordingly, by this
action, the District seeks such an order as described more specifically herein.

1I.
DISCOVERY LEVEL

5. Due to the expedited nature of this action, the District does not intend to conduct
discovery under the levels outlined in Rule 190 of the Texas Rules of Civil Procedure. Rather,
as provided by Chapter 1205.064, the records of the District that relate to the public securities
will be made open to inspection at reasonable times® to any person or entity that becomes a party
to this action.” The Court may also take judicial notice of those public records not attached to
this Original Petition, and the District hereby requests that the Court take such judicial notice.'

L
PARTIES, JURISDICTION, AND VENUE

6. The District is a political subdivision of the State of Texas created by a March 4,
1975 Order (the “1975 Order”) of the Texas Water Commission (the predecessor to the TCEQ),
as a municipal utility district pursuant to Chapter 54 of the Texas Water Code. The District is

also a conservation and reclamation district in accordance with Article XVI, Section 59 of the

8 1d. § 1205.064(a) (“Each record of an issuer relating to the public securities, a public security authorization, or an
expenditure of money relating to the public securities is open to inspection at reasonable times to any party to an
action under this chapter.”).

® A person may become a party to this action through the procedures outlined in Tex. Gov’t Code Ann. § 1205.062.
% A number of such public documents are available on the District’s website at http://www.tcmud.org/ (last visited
June 19, 2014).
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Texas Constitution.!’ The District operates pursuant to authority set forth in Chapters 49 and 54

of the Texas Water Code and certain other laws applicable to municipal utility districts.””

7. Chapter 1205 sets forth a procedure pursuant to which a court may enter a

declaratory- judgment with respect to the legality and validity of expenditures or proposed
expenditures' of money relating to public securities to be issued. The District is an “issuer” of
“public securities” within the meaning of Section 1205.001(1) of Chapter 1205 because it is a
political subdivision of the State of Texas, and the Proposed Bonds it intends to issue and deliver
are “public securities” as defined by §1205.001(2) of Chapter 1205. The District is therefore
authorized to bring this action pursuant to Chapter 1205. ’ &

8. Pursuant to Sections 49.181 and 54.501 of the Texas Water Code-and Section
1202.003 of the Texas Government Code, the District.is authorized, with approval from the
TCEQ and the Texas Attorney General, to issue public securities within the meaning of Section
1205.001(2) of Chapter 1205.

9. The District is located entirely within Tarrant County, Texas and Denton- County,
Texas, and has its principal office in Denton County, Texas. However, pursuant to Texas
Government Code § 1‘205 .022, venue is proper in Travis County, Texas.

10.  This action is, by statute, an in rem proceeding and also a class action.”? All
persons who reside within the territory of the issuer; who own pr('>perty located within the

boundaries of the issuer; who are taxpayers of the issuer; or who have or claim a right, title, or

interest in any property or money to be affected by the authorization or the issuance of the public

"' A true and correct copy of the District’s formation document is attached hereto as Exhibit D.

12 When originally created in the 1975 Order, the District’s official name was the Denton County Municipal Utility
District No. 1 of Denton County, Texas. Subsequently, the official name of the District was changed to Trophy Club
Municipal Utility District No. 1.

B 1d §1205.023.
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securities at issue (collectively, the “Interested Parties™) are therefore parties to this action and
any judgment rendered in this action is binding upon all such Interested Parties. Any Interested
Party may become a named party to this action by filing an answer to this Original Petition on or
before the time set for trial, or thereafter by intervention with leave of court.*

11.  Jurisdiction over the Interested Parties may be had through publication of notice
as provided by Sections 1205.041 and 1205.043-.044 of Chapter 1205. Specifically,
Section 1205.041 of Chapter 1205 requires that, upon receipt of this Original Petition, the clerk
of the court where this Original Petition is filed issue an order, in the form of a notice, advising
the Interested Parties of their right to appear for trial at 10:00 a.m. on the first Monday after the
20th day after the date of the order and show cause why this Original Petition should not be
granted and why the undertaking of the Necessary Improvements and the issuance of the
Proposed Bonds, together with the associated agreements, contracts, and transactions herein
described, should not be adjudged to be valid, enforceable, and incontestable. Section 1205.043
of Chapter 1205 further directs that the clerk shall give notice by publishing a substantial copy of
the Order in a newspaper of general circulation in Travis County, Texas, in a newspaper of
general circulation in the County where the issuer has its principal office, and, if the issuer has
defined boundaries, in a newspaper of general circulation in each county in which the issuer has
territory. The notice shall be published once a week for two (2) consecutive calendar weeks, with
the first publication not less than fourteen (14) days prior to the date set for trial. In such
manner, all parties to this lawsuit, with the exception of the Attorney General, shall thereby be

made parties to these proceedings, and the Court shall have jurisdiction over them to the same

" Id §1205.062.
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extent as if individually named as defendants in this Original Petition and personally served with
process in this cause.'’ :

12.  In accordance with § 1205.042 of Chapter 1205, the only party that must be
personally served is the Attorney General of Texas, who may.be served with a copy of ‘this
Original Petition (together with attached Exhibits), and a copy of the Court’s Order Setting
Hearing at the following address: Attorney General of Texas, Price Daniel Sr. Building, P.O.
Box 12548, Ca;)itol Station, Austin, Texas 7871 1-2548’.'

Iv.
AUTHORITY OF DISTRICT TO BRING ACTION

13. Chapter 1205 affords political subdivisions, such as the District, with an :efﬁcient
method of adjudicating the validity of public securities and their associat;d contracts and
obligations, either before or after the public securities are-authorized, issued, or delivered.'® An
action under Chapter 1205 simultaneously provides a single forum for timely addressing and
adjudicating any concerns that could conceivably be raised by the Aﬁoﬁcy General or any
Interested Party. Specifically, §1205.021 provides, in pertinent part, that an issuer of public
securities may: |

[Blring an action under this chapter to obtain a declaratory judgment as to:

(1) the authority of the issuer to issue the public securities;
(2)  the legality and validity of each public security authorization relating to
the public securities, including if appropriate:

(A)  the election at which the public securities were authorized;

(B)  the organization or boundaries of the issuer;

¥ Id. § 1205.044.

1d. § 1204.025 (“An issuer may bring an action under this chapter: (1) doncurrently with or afier the use of
another procedure to obtain a declaratory judgment, approval, or validation; (2) before or after the public securities
are authorized, issued, or delivered; (3) before or after the attorney general approves the public securities; and 4)
regardless of whether another proceeding is pending in any court relating to a matter to be adjudicated in the suit.”).
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(C)  the imposition of an assessment, a tax, or a tax lien;

(D)  the execution or proposed execution of a contract;

(E) the imposition of a rate, fee, charge, or toll or the enforcement of a
remedy relating to the imposition of that rate, fee, charge, or toll;

and

(F)  the pledge or encumbrance of a tax, revenue, receipts, or property
to secure the public securities;

(3)  the legality and validity of each expenditure or proposed expenditure of
money relating to the public securities; and

(4) the legality and validity of the public securities.

14.  The Supreme Court of Texas recognizes that the Legislature intended for courts to
quickly resolve any proceedings brought under Chapter 1205. See Buckholts Indep. Sch. Dist. v.
Glaser, 632 S.W.2d 146, 150-51 (Tex. 1982); Rio Grande Valley Sugar Growers, Inc. v.
Attorney General, 670 S.W.2d 399, 401 (Tex. App.-Austin 1984, it ref’d n.r.e.) (“The total thrust
of ~[ar’cicle 717m-1, predecessor statute to Chapter 1205] is to dispose of public securities
validation litigation with dispatch.”).

V.
FACTUAL BACKGROUND

A. Formation of the District
15.  Created as a municipal utility district pursuant to Chapter 54 of the Texas Water
Code, the District is a political subdivision of the State of Texas; and is a conservation and
reclamation district in accordance with Article XVI, Section 59 of the Texas Constitution. The
District operates pursuant to authority set forth in Chapters 49 and 54 of the Texas Water Code.
16.  On March 4, 1975, pursuant to the 1975 Order discussed in paragraph 6 above,

the District was created as the Denton County Municipal Utility District No. 1 of Denton
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County, Texas.'” However, on or about January 18, 1983, the name of th; District was officially
changed to the Trophy Club Municipal Utility District No. 1 (“TC MUD 17).

17.  In the early 1980s, two additional municipal utility districts—Denton County
Municipal Utility .District No. 2 (“DC MUD 2”) and Denton County Municipal Utility District
No. 3 (“DC MUD 3”)—were formed as development began in areas adjacent to the District’s
boundaries, as they then existed. .

18.  As discussed more fully below, in 1982, the area of Westlake now known as
Solana was annexed into the District’s corporate boundaries by petition of its prior owner in
order to receive water, sewer, and fire protection services that Westlake did not offer at that time.

v 19.  In 1990, DC MUD 2 and DC MUD 3.entered into a consolidation agreement and
an election was held whereby voters in those two (2) districts approved, among other things, the
consolidation of the districts into the Trophy Club Municipal Utility District No. 2 (“TC MUD
2”). ‘

20.  On January 26, 2009, TC MUD 1 and TC MUD 2 entered into an agreement

relating to the consolidation of the districts, and the Board of Directors of €ach district passed an

Order Calling a Consolidation Election, which scheduled an election for May 9, 2009. On
March 4, 2009, the Board of Directors of each district further passed an-Amended and Restated
Order Calling Consolidation Election, effective retroactively to'January 26, 2009, which left the
scheduled May 9, 2009 election date unchanged.]8 As evidenced by the canvassing papers, the

election was held as scheduled and, by a vote of 446 for and 303 against in TC MUD -1 and 605

for and 196 against in TC MUD 2, the voters approved the consolidation of TC MUD 1 and TC

17 By virtue of a confirmation election on October 7, 1975, the electorate of the District confirmed the District.

¥ True and correct copies of the Order 2009-0304 Amended and Restated Order Calling Consolidation Election
passed by the Board of Directors of TC MUD 1 and TC MUD 2 are attached hereto as Exhibits E and F,
respectively.
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MUD 2 into the District.”® The voters further specifically authorized (i) each district to assume
the other district’s outstanding bonds, notes, and obligations and voted but unissued bonds
payable in whole or in part from taxation, (ii) the District to provide for the payment of principal
of and interest on the outstanding bonds, notes and obligations of the former TC MUD 1 and TC
MUD 2, through the levy and collection of a sufficient ad valorem tax upon all taxable property
within the District, and (jii) the District to issue for and in the name of the District the voted but
unissued bonds of former TC MUD 1 in the amount of $3,229,217 and of the former TC MUD 2
in the amount of $4,540,000, being assumed by the District, as may be appropriate under the
specific authority and terms and conditions of the propositions submitted at the elections
authorizing the same, and to provide for the payment of the principal of and interest on such
bonds by the levy and collection of a sufficient tax upon all taxable property within the District.
B. The District’s Services

21.  The District encompasses approximately 2,688 acres of real property located in
Denton and Tarrant Counties, Texas. It provides retail water and wastewater services to all lands
within its corporate boundaries, including lands located within the Town of Trophy Club
(“Trophy Club”) and Westlake. The District currently provides retail water services to
approximately 3,026 retail connections within the District.

22.  The District also provides wholesale water and sewer services to Trophy Club for
approximately 1,123 customers located in that portion of the Trophy Club that is located outside
the corporate boundaries of the District, but within the area ]ocatcd_ in a public improvement

district established by Trophy Club (the “Trophy Club PID”) to pay for or reimburse the

1% A true and correct copy of the Trophy Club Municipal Utility District No. 1 Order 2009 — 0512 Order Canvassing
Consolidation Election Returns is attached hereto as Exhibit G, and a true and correct copy of the Trophy Club
Municipal Utility District No. 2 Order 2009 — 0512 Order Canvassing Consolidation Election Returns is attached
hereto as Exhibit H.
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developer for costs related to infrastructure improvements located within the Trophy Club PID.
By contract, the District provides all water and wastewater system management, operation, and

administrative services on behalf of Trophy Club to the area within the Trophy Club PID.

C. Necessity of Repairs to the District’s Wasteﬂlter Plant

23.  As set forth below, the Necessary Improvements to the Wastewater Plant are

essential for the District to maintain regulatory compliance, to meet its customers’ service
demands as the District’s population increases, to continue to support the health, safety, and
welfare of the District’s population, and to ensure necessary operational redundancy needed to

provide continuous water and wastewater services.

(@) The Necessary Improvements Are Required .for the District to Maintain
Regulatory Compliance.

24, The Wastewater Plant was originally designed and constructed in the 1970s and
subsequently expanded in the mid-1980s and in 2002, respectively. Since its most recentv
expansion in 2002, the TCEQ imposed more stringent permit limitations governing the discilargc
of treated wastewater effluent under the District’s Texas Pollutant Discharge Elimination System
Permit (the “Permit”).”’ As a resu‘lt, the effective treatment capacity of the District’s previous
plant upgrades has been significantly reduced, and the Wastewater Plant is approachin% 100% of
its organic loading capacity as the population within the District continues to increase.
Accordingly, unless the Necessary Improvements are completed, the District will be ur;ab]e to

continue to comply with the more stringent Permit limitations.

¥ £

2 For example, at the time of the Wastewater Plant’s initial construction and expansions, the Permit limitations
governing the discharge of treated wastewater effluent under the District’s Permit were, in relevant part, 16 mg/L for
carbonaceous oxygen demand (“CBOD™); 15 mg/L total suspended.solids (“TSS™); and 3 mg/L for ammonia
nitrogen (“NH3-N"). However, the District’s existing Permit limits are § mg/L CBOD; 12 mg/l. TSS; and between
1-3 mg/L NH3-N.
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