THE STATE OF TEXAS

x

x

COUNTY OF TRAVIS
X

Before me, the undersigned authority, on this date personally appeared Barbara Dewey, who,
having been by me duly sworn, upon her oath deposes sand says;

That she is editor of TEXAS BOND REPORTER, an official publication of Municipal Advisory
Council of Texas, and is authorized to make this affidavit.

The attached is a true and correct copy of NOTICE OF SALE - TROPHY CLUB MUD # 1,
$9,230,000 W & SS REV BDS SER 2015 was published in the TEXAS BOND REPORTER on the
following date(s), to wit: December 26, 2014.

—

Sworn to and subscribed before me this the 26th day of December A.D. 2014

Notary Public in and foghe
State of Texas
My commission expires: 10-13-2018

NOTARY
State of ?gg} i

> Comm. Exp. 10/13/2018

voU

ANALICIA PEREZ E
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$9,230,000
TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
{A political 'subdivision of the State of Texas located in Denton and Tarrant Counties, Texas)
WATER AND SEWER SYSTEM REVENUE BONDS, SERIES 2015
Selling: January 20, 2015
Bids due 11:00 a.m. Central Standard Time (“CST")

Place and Time of Award: The District will consider the award of the sale of the Bonds on January 20, 2015 at 6:00 P.M.,
C.S.T., at the District's Office, 100 Municipal Drive, Trophy Club, Texas 76262. Each bidder must deliver a bank Cashier’s
Check in the amount of $184,600, payable to the order of Trophy Club Municipal Utility District No. 1, as a good faith deposit
to the District's Financial Advisor, Dan Almon, Southwest Securities, 1201 Eim St., Suite 3500, Dallas, Texas 75270, by 11:00
AM., C.S.T. on or before the date of the sale.

Address of the Bids Delivered in Person: Sealed written bids, plainly marked “Bid for Bonds” should be addressed to the
Board of Directors of Trophy Club Municipal Utility District No. 1, and delivered to Dan Almon, Southwest Securities, 1201 Elm
St., Suite 3500, Dallas, Texas 75270, by 11:00 A.M., C.S.T. on January 20, 2015. All bids must be signed and submitted on
the “Official Bid Form".

Electronic Bidding Procedures: Any prospective bidder that intends to submit an electronic bid must submit its electronic bid
through the'facilities of the Ipreo Holdings LLC, PARITY System by 11:00 A.M., C.S.T., on January 20, 2015 as described in
the “Official Notice of Sale” described below.

Information: The Bonds are more completely described in the “Official Notice of Sale”, “Official Bid Form” and the "Preliminary
Official Statement"” for the Bonds which may be obtained from Dan Almon, Southwest Securities, 1201 Eim St., Suite 3500,
Dallas, Texas 75270, Financial Advisor to the District. )

All bidders must submit a SIGNED OFFICIAL BID FORM prior to the time of sale, which is 11:00 A.M., C.S.T. on January
20, 2015, to Dan Almon, Southwest Securities, 1201 Eim St., Suite 3500, Dallas, Texas 75270 in accordance with the  ~
Official Notice of Sale. The bidder whose bid is the winning bid in accordance with the Official Notice of Sale will be notified
immediately.

The District reserves the right to reject any or all bids for the Bonds and to waive any and all irregularities except time of filing.
This notice does not constitute an offer to sell the Bonds but is merely notice of sale of the Bonds as required by law. The
offer to sell the Bonds will be made only by means of the “Official Notice of Sale”, the “Preliminary Offictal Statement’ and the
“Official Bid Form" for the Bonds.

This Notice of Sale supersedes and replaces any previously published Notice of Sale for the Bonds.

Board of Directors
Trophy Club Municipal Utility District No. 1

LEGAL NOTICE

Page 1618 TEXAS BOND REPORTER December 26,2014
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AFFIDAVIT OF PUBLICATION

THE STATE OF TEXAS §
§
COUNTY OF TARRANT §
Rﬁ,@ , undersigned authority on this day personally appeared
' of the Fort Worth Star-Telegram, a newspaper published in the

nty of Tarrant, Texas, who, being by me duly sworn, upon oath deposes and says:

That said newspaper is of general circulation in Tarrant County, Texas, and that the
"NOTICE OF SALE" attached hereto was published in said newspaper in its issue of

M(' 9\5 , 2014,

and said newspaper devotes not less than twenty-five percent (25%) of its total column lineage
to items of general interest, is published not less frequently than once each week, entered as
second class postal matter in the county where it is published and has been published regularly
and continuously for not less than twelve (12) months prior to the date of the publication of said
"NOTICE OF SALE".

Title: \ a (ILD Ne )
\} v [
SWORN TO AND SUBSCRIBED BEFORE ME, this the&_( day of \ }( i l_ﬂ!ﬂﬂg

261505

Notary Public, State of Texas

47255577.1/08009902
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TROPHY CLZUB MUNICIPAL
UTILITY DISTRICT NO. 1
(A political subdlvlslon of the
State of Texas located in Denton

REVENUE BONDS, SERlES 2015
Selling: January 20, 2015
Bids. due 11:00 a.m, Central
Staridard Time ("CST
Place and Time of Award: The District
will consider the award of the sale
of the Bonds: on-January'20;, 2015
at 6:00 P:M:, €.S,T,, at the District’s
ffice, 100 Municipal ‘Drive, Trophy
Clab, Texas 76263, Each bid er must
deliver: a bank Cashier's Check in
the amount "of $184,600,. payable
the of Tr ophy

order Club
Munlclpal Utility District No 1 as
a good faith deposit to the District's
Financlal Advisor, Dan  Almon,
suthwest Securities, 1201 Elm St.,
ulte 3500, Dallas, Texas 75270, by
AM., C.ST on or before the
ate of the
Address * qf the Blds Delivered in
~Person; Sealed written bids, plainly
-marked “Bid for Bonds” should be
-addressed to the Board of Directors
‘of Tro) cg j#Club™ Municipal Utility
‘Distfl 3 o. 1, and dellvered £o Dan
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Elm St, smte 3500, Dallas, Texas
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s: ned .on the

2

Electronic Blddll‘l Procedures: Any
. prospective bidder that intéhds to
-submit an electropic bid must
submit its electropic bid through

-’the faculities‘ of the Ipieo Holdl 5"

-LLC, , BlTYSyS em by 11:00 A.M.,,
January 20, 2015 as
~descrﬂ>ed in the "Official Notice of

“Statament” for the Bonds which

be obtained from Dan Almen,

Southwest Securities, 1201 Elm St.,

Suite 3500, Dallas, Texas 75270,

Financial Advisor to the District,

| bidders must submit a SIGNED
- QFFICIAL BID 'FORM prior to the

'tlme of sale, which is 11:00 AM,,
- C.S.T. on January 20, 2015, to Dan
- Almon, Southwest Securities, 1201
Elm St., Suite 3500, Dallas, Texas

75270 "1h accordance with the

'Off'clal‘Notice of Sale. The bldder
whose bid is the winning bld in
" accordance with the Official Notice
- of Sale will be notified lmmedlately

The District” resérves thié Fight
reject any or all bids for the Bonds

.and to walve any and all u’rgﬁ‘ -

. larities except time of filing. *This

- notice does not constitute an offer

«to sell the Bonds but is merely

~notice of sale of the Bonds as

~requlred by law. The offer to seli

-the Bonds will be made only by

-means of the ”Officlal Notice of

- Sale”, the ”Preliminary Official

* Statement” and the ~Qfficlal Bid

' Form” for the Bonds.

This Notice of Sale supersedes and
L Feplaces any previously published
* Notice of Sal f the Bonds.

Board of Dire:

Tll?phy Club Munlcipal Utility District

>!Ah4
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AFFIDAVIT OF PUBLICATION

THE STATE OF TEXAS

wn un

COUNTY OF DENTON

BEFORE ME, the undersigned authority on this day personally appeared
© l Podecsan of the Denton Record-Chronicle, a newspaper published in the
County of Denton, Texas, who, being by me duly sworn, upon oath deposes and says:

That said newspaper is of general circulation in Denton County, Texas, and that the
"NOTICE OF SALE" attached hereto was published in said newspaper in its issue of

Dec, 26 2014

and said newspaper devotes not less than twenty-five percent (25%) of its total column lineage
to items of general interest, is published not less frequently than once each week, entered as
second class postal matter in the county where it is published and has been published regularly
and continuously for not less than twelve (12) months prior to the date of the publication of said

"NOTICE OF SALE".

Title:?u(a Lisher

SWORN TO AND SUBSCRIBED BEFORE ME, this the Z£day of Decest ber

2014,
%otary Public, State of Texg
(Notary Seal)
; BRENDA GARZA
Notary Pubhe
State of Texas

My Comm, Expires 10-24-2018

47255577.1/08009902
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CERTIFICATE OF SECRETARY

THE STATE OF TEXAS

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

1, the undersigned, Secretary of the Board of Directors of the Trophy Club Municipal
Utility District No. 1, DO HEREBY CERTIFY as follows:

1. On the 20" day of January, 2015, a regular meeting of the Board of Directors (the
"Board") of the Trophy Club Municipal Utility District No. 1 (the "District") was held at a meeting
place within the District; the duly constituted members of the Board being as follows:

JAMES (JIM) MOSS PRESIDENT

JIM HASE VICE PRESIDENT

KEVIN R. CARR SECRETARY/TREASURER
JAMES C. THOMAS DIRECTOR

NEIL TWOMEY DIRECTOR

and all of said persons were present at said meeting, except the following: __None . Among
other business considered at said meeting, the attached order entitled:

"AN ORDER authorizing the issuance of "Trophy Ciub Municipal Utility District
No. 1 Water and Sewer System Revenue Bonds, Series 2015"; specifying
the terms and features of said bonds; pledging the net revenues of the
District's Water and Sewer System for the payment of the principal of and
interest on the Bonds; resolving other matters incident and related to the
issuance, sale, payment and delivery of said Bonds, including the
approval and execution of a Paying Agent/Registrar Agreement and the
approval and distribution of an Official Statement; and providing an
effective date. "

was introduced and submitted to the Board for passage and adoption. After presentation and
due consideration of the order, and, upon a motion made and seconded, the order was duly
passed and adopted by the Board by the following vote:

5 voted "For" 0 voted "Against"” 0 Abstained

all as shown in the official minutes of the Board for the meeting held on the aforesaid date.

2. The attached order is a true and correct copy of the original on file in the official
records of the District; the duly qualified and acting members of the Board on the date of the
aforesaid meeting are those persons shown above and, according to the records of my office,
advance notice of the time, place and purpose of said meeting was given to each member of the
Board; and that said meeting, and deliberation of the aforesaid public business, was open to the
public and written notice of said meeting, including the subject of the above entitled order, was
posted and given in advance thereof in compliance with the provisions of Texas Government
Code, Chapter 551, as amended.

41427061.1/11411680

TCMUD005954
806



IN WITNESS WHEREOF, | have hereunto signed my name officially and affixed the seal

of said District, this the 20™ day of January, 2015.

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

41427061.1/11411680 [signature page to the Certificate of Secretary)
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ORDER NO. 2015-0120

AN ORDER authorizing the issuance of "Trophy Club Municipal Utility District
No. 1 Water and Sewer System Revenue Bonds, Series 2015"; specifying
the terms and features of said bonds; pledging the net revenues of the
District's Water and Sewer System for the payment of the principal of and
interest on the Bonds; resolving other matters incident and related to the
issuance, sale, payment and delivery of said Bonds, including the
approval and execution of a Paying Agent/Registrar Agreement and the
approval and distribution of an Official Statement; and providing an
effective date.

WHEREAS, Trophy Club Municipal Utility District No. 1 (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 Commission on Environmental Quality ("TCEQ"), the
successor in interest to the Texas Water Commission (collectively, the "Commission"), and the
District operates pursuant to Chapters 49 and 54 of the Texas Water Code, as amended (the
"Act"); and

WHEREAS, the Board of Directors (the "Board of Directors”) of Trophy Club Municipal
Utility District No. 1 (the "District") hereby finds and determines that it is necessary, useful and
appropriate for the District's public purposes to authorize and provide for the issuance and sale
of revenue bonds of the District for the purposes hereinafter provided, as authorized by the Act;
and

WHEREAS, the Board of Directors hereby further finds and determines that such
revenue bonds can and should be issued on a parity with the District's outstanding revenue
obligations (hereinafter defined and identified as "Existing Obligations") payable from and
equally secured by a first lien on and pledge of the Net Revenues of the District's Water and
Sewer System (the “System”) in that (i) the General Manager of the District and the President of
the Board of Directors will execute a certificate to the effect that no default exists in connection
with any of the covenants or requirements of the resolution authorizing the issuance of the
Existing Obligations, (i) the General Manager of the District and the President of the Board of
Directors will execute a certificate to the effect that the interest and sinking fund for the Existing
Obligations contains the amount of money now required to be on deposit therein and (iii) the
District will secure a certificate of a Certified Public Accountant to the effect that in his opinion
the Net Earnings of the System for the last completed fiscal year of the District are at least equal
to 1.00 times the average annual principal and interest requirements for the then outstanding
Parity Revenue Obligations and the Bonds herein authorized; ’

NOW, THEREFORE, BE IT ORDERED BY THE BOARD OF DIRECTORS OF THE
TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1:

SECTION 1: Definitions and Interpretations.

@ Unless otherwise expressly provided or unless the context clearly requires
otherwise, in this Order the following terms shall have the meanings specified below:

"Additional Parity Obligations" means the additional parity obligations
permitted to be issued by Section 18 of this Order.

40663201.4/11411680
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"Average Annual Debt Service Requirements" means that average
amount which, at the time of computation, will be required to pay the Debt
Service Requirement on all outstanding Bonds and Additional Parity Obligations
when due (either at Stated Maturity or mandatory redemption) and derived by
dividing the total of such Debt Service Requirement by the number of Fiscal
Years then remaining before Stated Maturity of such Bonds and Additional Parity
Obligations. For purposes of this definition, a fractional period of a Fiscal Year
shall be treated as an entire Fiscal Year. Capitalized interest payments provided
from bond proceeds and accrued interest on the Parity Revenue Obligations be
excluded in ‘making the aforementioned computation. ¥

"Closing Date” means the date of the initial delivery of and ba;yment for
the Bonds. . N

"Code" means’ the Internal Revenue Code of 1986, as amended,
including applicable regulations, published rulings and court decisions relating
thereto.

"Construction Fund" means the construction fund established by Section
12 of this Order.

"Debt Service Requirements” means as of any particular date of
computation, with respect to any obligations and with respect to any period, the
aggregate of the amounts to be paid or set aside by the .District as of such date
or in such period for the payment of the principal of, premium, if any, and interest
(to.the extent not capitalized) on such obligations; assuming, in the case of
obligations without a fixed numerical rate, that such obligations bear interest
calculated by assuming (i) that the interest rate for every 12-month period on
such bonds is equal to the rate of interest reported in the most recently published
edition of The Bond Buyer (or its successor) at the time of calculation as the
“Revenue Bond Index” or, if such Revenue Bond Index is no longer being
maintained by The Bond Buyer (or its successor) at the time of calculation, such
interest rate shall be assumed to be 80% of the rate of interest then being paid
on United States Treasury obligations of like maturity and (ii) that the principal of
such bonds is amortized such that annual debt service is substantially level over
the remaining stated life of such bonds, and further assuming in the case of
obligations required to be redeemed or prepaid as to principal prior to Stated
Maturity, the principal amounts thereof will be redeemed prior to Stated Maturity
in accordance with the mandatory redemption provisions applicable thereto.

"Designated Payment/Transfer Office" means (i) with respect to the initial
Paying Agent/Registrar named herein, its designated office in St. Paul,
Minnesota, and (ii) with respect to any successor Paying Agent/Registrar, the
office of such successor designated and located as may be agreed upon by the
District and such successor.

"Event of Default" means any Event of Default as defined in Section 20 of
this Order.

"Existing Obligations" means the outstanding Trophy Club Municipal
Utility District No. 1 Revenue Note, Series 2013.

40663201.4/11411680 2
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"Fiscal Year" means the twelve-month accounting period used by the
District currently ending on September 30 of each year.

"Government Securities” (i) direct noncallable obligations of the United
States of America, including obligations the principal of and interest on which are
unconditionally guaranteed by the United States of America, (ii) noncallable
obligations of an agency or instrumentality of the United States, including
obligations unconditionally guaranteed or insured by the agency or
instrumentality and on the date of their acquisition or purchase by the District are
rated as to investment quality by a nationally recognized investment rating firm
- not less than AAA or its equivalent, (iii) noncallable obligations of a state or an
agency or a county, municipality, or other political subdivision of a state that have
been refunded and on the date of their acquisition or purchase by the District, are
rated as to investment quality by a nationally recognized investment rating firm
not less than AAA or its equivalent and (iv) any other then authorized securities
or obligations under applicable law that may be used to defease obligations such
as the Bonds.

"Initial Bond" means the Bond described in Section 9.

"Interest and Sinking Fund" means the interest and sinking fund
established by Section 12 of this Order.

"Interest Payment Date" means the date or dates upon which interest on
the Bonds is scheduled to be paid until the maturity of the Bonds, such dates
being March 1 and September 1 of each year commencing September 1, 2015.

“Net Revenues" and "Net Revenues of the System" mean all of the
revenues of every kind and nature received through the operation of the System,
less the expenses of operation and maintenance paid thereof, including salaries,
labor, materials, repairs and extensions necessary to render efficient service;
provided, however, that only such repairs and extensions as in the judgment of
the Board, reasonably and fairly exercised, are necessary to keep the System in
operation and render adequate service to the District and the inhabitants thereof,
or such as might be necessary to meet some physical accident or condition
which would otherwise impair the security of the Bond or the Additional Parity
Obligations shall be deducted in determining "Net Revenues".

"Bonds” means the District's revenue bond entitled "Trophy Club
Municipal Utility District No. 1 Water and Sewer System Revenue Bonds, Series
2015" authorized to be issued by this Order.

"Order" means this Order.

"Outstanding” - When used in this Order with respect to Bonds or Parity
Revenue Obligations means, as of the date of determination, all Bonds
theretofore issued and delivered, except:

M those Bonds or Parity Revenue Obligations

cancelled by the Paying Agent/Registrar or delivered to the Paying
Agent/Registrar for cancellation;

40663201.4/11411680 3

TCMUDO005958
810



: (2) those Bonds or Parity Revenue Obligations paid or
deemed to be paid in accordance with the provisions of Section 22
hereof, or substantially similar*provisions with respect to Parity

- Revenue Obligations; and

3) those Bonds or Parity Revenue Obligations that have
been mutilated, destroyed, lost, or stolen and replacement Bonds
have been registered and delivered in lieu thereof as provided in
Section 21 hereof or similar provisions with respect to Parity
_Revenue Obligations.

"Parity Revenue Obligations" means the Bonds, the Existing Obligations,
and Additional Parity Obligations.

"Paying Agent/Registrar” means BOKF, NA dba Bank of Texas, Austin,
Texas, any successor thereto or an-entity which is appointed as and assumes
the duties of paying agent/registrar as provided in this Order.

"Project" shall mean the acquisition, construction and equipment of
improvements to the District's wastewater treatment facilities. -

"Record Date" means the fifteenth (15™) day of the month next preceding
an Interest Payment Date. .

"Reserve Fund" means the fund established in Section 12 of this Order.

"Required Reserve" means the amount required to be deposited and
maintained in the Reserve Fund under the provisions of Section 15 of this Order.

"System" means the District's water and sewer system, including all
present and future extensions, additions, replacements and improvements
thereto. '

(b) Unless the context requires otherwise, words of the masculine gender shall be
construed to include correlative words of the feminine and neuter genders and vice versa, and
words of the singular number shall be construed to include correlative words of the plural
number and vice versa,

(¢) This Order and all the terms and provisions hereof shall be liberally construed to
effectuate the purposes set forth herein to sustain the-validity of this Order.

SECTION 2:- Authorization - Series Designation - Principal Amount-Purpose. Revenue
bonds of the District shall be and are hereby authorized to be issued in the aggregate principal
amount of $9,230,000, to be designated and bear the title "TROPHY CLUB MUNICIPAL
UTILITY DISTRICT NO. 1 WATER AND SEWER SYSTEM REVENUE BONDS, SERIES 2015"
(hereinafter' referred to as the "Bonds") for (i) acquiring, constructing~ and equipping
improvements to the District's wastewater treatment facilities and (i) paying the costs related to
the issuance of the Bonds, pursuant to authority conferred by and in conformity with the
Constitution and laws of the State of Texas, including Article -XVI, Section 59 of the Texas
Constitution and Texas Water Code, Chapters 49 and 54, as amended.

40663201.4/11411680 4
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SECTION 3: Fully Registered Obligations - Bond Date - Authorized Denominations-
Stated Maturities - Interest Rates. The Bonds shall be issued as fully registered obligations,
shall be dated February 1, 2015 (the "Bond Date"), shall be in denominations of $5,000 or any
integral multiple (within a Stated Maturity) thereof, and shall become due and payable on
September 1 in each of the years and in principal amounts (the "Stated Maturities") and bear
interest at the rate(s) per annum in accordance with the following schedule:

YEAR OF PRINCIPAL INTEREST
STATED MATURITY AMOUNT RATE(S)
2016 $210,000 2.000%
2017 365,000 2.000%
2018 375,000 2.000%
2019 380,000 2.000%
2020 390,000 2.000%
2021 400,000 2.000%
2022 410,000 2.000%
2023 420,000 2.000%
2024 435,000 2.000%
2025 450,000 2.250%
2026 460,000 2.500%
2027 475,000 2.500%
2028 490,000 2.750%
2029 510,000 2.750%
2030 525,000 3.000%
2031 545,000 3.000%
2032 565,000 3.000%
2033 585,000 3.000%
2034 610,000 3.125%
2035 630,000 3.250%

The Bonds shall bear interest on the unpaid principal amounts from the Bond Date at the
rate(s) per annum shown above in this Section (calculated on the basis of a 360-day year of
twelve 30-day months), and such interest shall be payable on March 1 and September 1 in each
year, commencing September 1, 2015, until maturity or prior redemption.

SECTION 4: Terms of Payment - Paying Agent/Registrar. The principal of, premium, if
any, and the interest on the Bonds, due and payable by reason of maturity, redemption or

otherwise, shall be payable only to the registered owners or holders of the Bonds (hereinafter
called the "Holders" or "Owners") appearing on the registration and transfer books maintained
by the Paying Agent/Registrar and the payment thereof shall be in any coin or currency of the
United States of America, which at the time of payment is legal tender for the payment of public
and private debts, and shall be without exchange or collection charges to the Holders.

The selection and appointment of BOKF, NA dba Bank of Texas, Austin, Texas to serve
as Paying Agent/Registrar for the Bonds is hereby approved and confirmed. Books and
records relating to the registration, payment, exchange and transfer of the Bonds (the "Security
Register") shall at all times be kept and maintained on behalf of the District by the Paying
Agent/Registrar, all as provided herein, in accordance with the terms and provisions of a
"Paying Agent/Registrar Agreement”, substantially in the form attached hereto as Exhibit A and
such reasonable rules and regulations as the Paying Agent/Registrar and the District may
prescribe. The President and Secretary of the Board of Directors are hereby authorized to

40663201.4/11411680 5
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execute and deliver such Agreement in connection with the delivery of the Bonds. The District
covenants to maintain and provide a Paying Agent/Registrar at all times until the Bonds are paid
and discharged, and any successor Paying Agent/Registrar shall be a bank, trust company,
financial institution or other entity qualified and authorized to serve in such capacity and perform
the duties and services of Paying Agent/Registrar. Upon any change in the Paying
Agent/Registrar for the Bonds, the District agrees to promptly cause a written notice thereof to
be sent to each Holder by United States Mail, first class postage prepaid, which notice shall also
give the address of the new Paying Agent/Registrar.

Principal of and premium, if any, on the Bonds shall be payable at the Stated Maturities
or redemption thereof only upon presentation and surrender of the Bonds to the Paying
Agent/Registrar at the Designated Payment/Transfer Office. Interest on the Bonds shall be paid
to the-Holder whose name appears in the Security Register at the close of business on the
Record Date and"shall be paid by the Paying Agent/Registrar (i) by check sent-United States
Mail, first class postage prepaid, to the address of the Holder recorded in the Security Register
or (i) by such other method, acceptable to the Paying Agent/Registrar, requested by, and at the
risk and expense of, the Holder. If the date for the payment of the principal of or interest on the
Bonds shall be a Saturday, Sunday, a legal holiday, or a day when banking institutions in the
city where the Designated Payment/Transfer Office of the Paying Agent/Registrar is located are
authorized by law or executive order to close, then the date for such payment shall be the next
succeeding day which is not such a Saturday, Suriday, legal holiday, or day when banking
institutions are authorized to close; and payment on such date shall have the same force and
effect as if made on the original date payment was due.

In the event of a nonpayment of interest on a scheduled payment date, and for thirty (30)
days thereafter, a new record date for such interest payment (a "Special Record Date") will be
established by the Paying Agent/ Registrar, if and when funds for the payment of such interest
have been received from the District. Notice of the Special Record Date and of the scheduled
payment date of the past due interest (which shall be 15 days after the Special Record Date)
shall be sent at least five (5) business days prior to the Special Record Date by United States
Mail, first class postage prepaid; to the address of each Holder appearing on the” Security
Register at the close of business on the last business day next preceding the date of mailing of
such notice.

SECTION 5: Redemption.
.

(a) QOptional Redemption. The Bonds maturing on and after September 1, 2025 shall
be subject to redemption prior to maturity, at the option of the District, in whole or in part in
principal amounts of $5,000 or any integral multiple thereof (and if within a Stated Maturity
selected by lot by the Paying Agent/Registrar), March 1, 2025, or on any date thereafter at the
redemption price of par plus accrued interest to the date of redemption.

(b) Exercise of Redemption Option. At least foity-five (45) days prior to a
redemption date for the Bonds (unless a shorter notification period shall be satisfactory to the
Paying Agent/Registrar), the District shall notify the Paying Agent/Registrar of the decision to
redeem Bonds, the principal amount of each Stated Maturity to be redeemed, and the date of
redemption therefor. The decision of the District to exercise the right to redeem Bonds shall be
entered in the minutes of the governing body of the District.

. (c) Selection of Bonds for Rédemgtion. If less than all QOutstanding Bonds of the
same Stated Maturity are to be redeemed on a redemption date, the Paying Agent/ Registrar
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shall treat such Bonds as representing the number of Bonds Outstanding which is obtained by
dividing the principal amount of such Bonds by $5,000 and shall select the Bonds, or principal
amount thereof, to be redeemed within such Stated Maturity by iot.

(d) Notice of Redemption. Not less than thirty (30) days prior to a redemption date
for the Bonds, a notice of redemption shall be sent by United States Mail, first class postage
prepaid, in the name of the District and at the District's expense, to each Holder of a Bond to be
redeemed in whole or in part at the address of the Holder appearing on the Security Register at
the close of business on the business day next preceding the date of mailing such notice, and
any notice of redemption so mailed shall be conclusively presumed to have been duly given
irrespective of whether received by the Holder.

All notices of redemption shall (i) specify the date of redemption for the Bonds, (ii)
identify by number the Bonds to be redeemed and, in the case of a portion of the principal
amount to be redeemed, the principal amount thereof to be redeemed, (iii) state the redemption
price, (iv) state that the Bonds, or the portion of the principal amount thereof to be redeemed,
shall become due and payable on the redemption date specified, and the interest thereon, or on
the portion of the principal amount thereof to be redeemed, shall cease to accrue from and after
the redemption date, and (v) specify that payment of the redemption price for the Bonds, or the
principal amount thereof to be redeemed, shall be made at the Designated Payment/Transfer
Office of the Paying Agent/Registrar only upon presentation and surrender thereof by the
Holder. If a Bond is subject by its terms to prior redemption and has been called for redemption
and notice of redemption thereof has been duly given as hereinabove provided, such Bond (or
the principal amount thereof to be redeemed) shall become due and payable and interest
thereon shall cease to accrue from and after the redemption date therefor; provided moneys
sufficient for the payment of such Bond (or of the principal amount thereof to be redeemed) at
the then applicable redemption price are held for the purpose of such payment by the Paying
Agent/Registrar.

(e) Conditional Notice of Redemption. With respect to any optional redemption of
the Bonds, unless certain prerequisites to such redemption required by this Order have been
met and moneys sufficient to pay the principal of and premium, if any, and interest on the Bonds
to be redeemed shall have been received by the Paying Agent prior to the giving of such notice
of redemption, such notice may state that said redemption is conditional upon the satisfaction of
such prerequisites and receipt of such moneys by the Paying Agent/Registrar on or prior to the
date fixed for such redemption. If a conditional notice of redemption is given and such
prerequisites to the redemption are not satisfied or sufficient moneys are not received, such
notice shall be of no force and effect, the District shall not redeem such Bonds and the Paying
Agent/Registrar shall give notice, in the manner in which the notice of redemption was given, to
the effect that the Bonds have not been redeemed.

SECTION 6: Registration - Transfer - Exchange of Bonds - Predecessor Bonds. The
Paying Agent/Registrar shall obtain, record, and maintain in the Security Register the name and
address of each and every owner of the Bonds issued under and pursuant to the provisions of
this Order, or if appropriate the nominee thereof. Any Bond may be transferred or exchanged
for Bonds of other authorized denominations by the Holder, in person or by his duly authorized
agent, upon surrender of such Bond to the Designated Payment/Transfer Office of the Paying
Agent/Registrar for cancellation, accompanied by a written instrument of transfer or request for
exchange duly executed by the Holder or by his duly authorized agent, in form satisfactory to
the Paying Agent/ Registrar.
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Upon surrender of any Bond (except for the single Initial Bond hereinafter referenced) for
transfer at the Designated Payment/Transfer Office of the Paying Agent/Registrar, one or more
new Bonds shall be registered and issued to the assignee or transferee of the previous. Holder;
such Bonds to be in authorized denominations, of like Stated Maturity and of a like aggregate
principal amount as the Bond or Bonds surrendered for transfer.

At the option of the Holder, Bonds (except for the single Initial Bond hereinafter
referenced) may be exchanged for other Bonds of authorized denominations-and having the
same Stated Maturity, bearing the same rate of interest and of like aggregate principal amount
as the Bonds surrendered for.exchange, upon surrender of the Bonds to be exchanged at the
Designated Payment/Transfer Office of the Paying Agent/Registrar. Whenever any Bonds are
surrendered for exchange, the Paying Agent/Registrar shall register and deliver new Bonds to
the Holder requesting the exchange.

All Bonds issued in any transfer or exchange of Bonds shall be delivered to the Holders
at the Designated Payment/Transfer Office of the Paying Agent/Registrar or sent by United
States Mail, first class, postage prepaid to the Holders, and, upon the registration and delivery
thereof, the same shall be the valid obligations of the District, evidencing the same obligation to
pay, and entitled to the same benefits under this Order, as the Bonds surrendered in such
transfer or exchange.

All transfers or exchanges of Bonds pursuant to-this Section shall be made without
expense or service charge to the Holders, except as otherwise herein provided, and except that
the Paying Agent/Registrar shall require payment by the Holder requesting such transfer or
exchange of any tax or other governmental charges required to be paid with respect to such
transfer or exchange.

Bonds cancelled by reason of an exchange or transfer pursuant to the provisions hereof
are hereby defined to be "Predecessor Bonds," evidencing all or a portion, as the case may be,
of the same obligation to pay evidenced by the new Bond or Bonds registered and delivered in
the-exchange or transfer therefor. Additionally, the term "Predecessor Bonds" shall include any
mutilated, lost, destroyed, or stolen Bond for which a replacement Bond has been issued,
registered and delivered in lieu thereof pursuant to the provisions of Section 21 hereof and such
new replacement Bond shall be deemed to evidence the same obligation as the mutilated, lost,
destroyed, or stolen Bond. 3

Neither the District nor the Paying Agent/Registrar shall_be required to issue or transfer
to an assignee of a Holder any.Bond called for redemption, in whole or in part, within 45 days of
the date fixed for the redemption of such Bond; provided, however, such limitation on
transferability shall not be applicable to an exchange by the Holder of the unredeemed balance
of a Bond called for redemption in part.

SECTION 7: Book-Entry-Only Transfers and Transactions.  Notwithstanding the
provisions contained in Sections 4, 5 and 6 hereof relating to the payment, redemption and
transfer/exchange of the Bonds, the District hereby approves and authorizes the use of "Book
Entry Only" securities clearance, settlement and transfer system provided by The Depository
Trust Company (DTC), a limited purpose trust company organized under the laws of the State of
New York, in accordance with the operational arrangements referenced in the Blanket Issuer
Letter of Representation, by and between the District and DTC (the "Depository Agreement"),

1
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Pursuant to the Depository Agreement and the rules of DTC, the Bonds shall be
deposited with DTC who shall hold said Bonds for its participants (the "DTC Participants").
While the Bonds are held by DTC under the Depository Agreement, the Holder of the Bonds on
the Security Register for all purposes, including payment and notices, shall be Cede & Co., as
nominee of DTC, notwithstanding the ownership of each actual purchaser or owner of each
Bond (the "Beneficial Owners") being recorded in the records of DTC and DTC Participants.

in the event DTC determines to discontinue serving as securities depository for the
Bonds or otherwise ceases to provide book entry clearance and settlement of securities
transactions in general or the District determines that DTC is incapable of properly discharging
its duties as securities depository for the Bonds, the District covenants and agrees with the
Holders of the Bonds to cause Bonds to be printed in definitive form and provide for the Bond
certificates to be issued and delivered to DTC Participants and Beneficial Owners, as the case
may be. Thereafter, the Bonds in definitive form shall be assigned, transferred and exchanged
on the Security Register maintained by the Paying Agent/Registrar and payment of such Bonds
shall be made in accordance with the provisions of Sections 4, 5 and 6 hereof.

SECTION 8: Execution - Registration. The Bonds shall be executed on behalf of the
District by the President of the Board of Directors under its seal reproduced or impressed
thereon and attested by the Secretary of the Board of Directors. The signature of said officers
on the Bonds may be manual or facsimile. Bonds bearing the manual or facsimile signatures of
individuals who are or were the proper officers of the Board on the date of adoption of this Order
shall be deemed to be duly executed on behalf of the District, notwithstanding that such
individuals or either of them shall cease to hold such offices at the time of delivery of the Bonds
to the initial purchaser(s) and with respect to Bonds delivered in subsequent exchanges and
transfers, all as authorized and provided in Texas Government Code, Chapter 1201, as
amended.

No Bond shall be entitled to any right or benefit under this Order, or be valid or obligatory
for any purpose, unless there appears on such Bond either a certificate of registration
substantially in the form provided in Section 10(c), manually executed by the Comptroller of
Public Accounts of the State of Texas, or his duly authorized agent, or a certificate of
registration substantially in the form provided in Section 10(d), manually executed by an
authorized officer, employee or representative of the Paying Agent/Registrar, and either such
certificate duly signed upon any Bond shall be conclusive evidence, and the only evidence, that
such Bond has been duly certified, registered and delivered.

SECTION 9: Initial Bond(s). The Bonds herein authorized shall be initially issued
either (i) as a single fully registered bond in the total principal amount stated in Section 2 hereof
with principal installments to become due and payable as provided in Section 3 hereof and
numbered T-1, or (i) as multiple fully registered bonds, being one bond for each year of maturity
in the applicable principal amount and denomination and to be numbered consecutively from
T-1 and upward (hereinafter called the "Initial Bond(s)") and, in either case, the Initial Bond(s)
shall be registered in the name of the initial purchaser(s) or the designee thereof. The Initial
Bond(s) shall be the Bonds submitted to the Office of the Attorney General of the State of Texas
for approval, certified and registered by the Office of the Comptroller of Public Accounts of the
State of Texas and delivered to the initial purchaser(s). Any time after the delivery of the Initial
Bond(s), the Paying Agent/Registrar, pursuant to written instructions from the initial
purchaser(s), or the designee thereof, shall cancel the Initial Bond(s) delivered hereunder and
exchange therefor definitive Bonds of authorized denominations, Stated Maturities, principal
amounts and bearing applicable interest rates for transfer and delivery to the Holders named at
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the addresses identified therefor; all pursuant to and in accordance with such written
instructions from the initial purchaser(s), or the designee thereof, and such other mformatlon
and documentation as the Paying Agent/Registrar may reasonably require.

SECTION 10: Forms

(a) Forms Generally. The Bonds, the Registration Certificate of the Comptroller of
Public Accounts of the State of Texas, the Registration Certificate of Paying Agent/Registrar,
and the form of Assignment to be printed on each of the Bonds, shall be substantially in the
forms set forth.in-this Section with such appropriate insertions, omissions, substitutions, and
other variations as are pérmitted or required by this Order and may have such letters, numbers,
or other marks of identification (including identifying numbers and letters of the Committee on
Uniform Securities ldentification Procedures of the American Bankers Association) and such
legends and endorsements (including insurance legends on insured Bonds and any
reproduction of an opinion of counsel) thereon as may, consistently herewith, be established by
the District or determined by the officers executing such Bonds as evidenced by their execution. -
Any portion of the text of any Bonds may be set forth on the reverse thereof, with an appropriate
reference thereto on the face of the Bond. ..

‘The definitive Bonds and the Initial Bond(s) shali be printed, lithographed, or engraved,
typewritten, photocopied or otherwise reproduced in any other similar manner, all as determined
by the officers executing such Bonds as evidenced by their execution.

(b) Form of Definitive Bonds. . .

&

REGISTERED REGISTERED

NO. . PRINCIPAL AMOUNT
’ -$
UNITED STATES OF AMERICA .
STATE OF TEXAS

TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1 .
WATER AND SEWER SYSTEM REVENUE BOND, SERIES 2015°

Bond Date: Interest Rate:  Stated Maturity: CUSIP NO: Delivery Date:
+ 2015 % , 20 . , 2015

Registered Owner:

Principal Amount: ' DOLLARS

The Trophy Club Muinicipal Utility District No. 1 (hereinafter referred to as the "District"),
a body corporate and political subdivision in the Counties of Denton and Tarrant, State of
Texas, for value received, acknowledges itself indébted to and hereby promises to pay, from the
sources described herein, to the Registered Owner named above, or the registered assigns
thereof, on the Stated Maturity date specified above (or' so much thereof as shall not have been
paid upon prior redemption) the Principal Amount hereinabove stated, and to pay interest on the
unpaid principal amount hereof from the interest payment date next preceding the "Registration
Date" of this Bond appearing below (unless this Bond bears"a "Registration Date" as of an
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interest payment date, in which case it shall bear interest from such date, or unless the
"Registration Date" of this Bond is prior to the initial interest payment date in which case it shall
bear interest from the Bond Date) at the per annum rate of interest specified above computed
on the basis of a 360-day year of twelve 30-day months; such interest being payable on
March 1 and September 1 in each year, commencing September 1, 2015. Principal of this Bond
is payable at its Stated Maturity or redemption to the registered owner hereof, upon presentation
and surrender, at the Designated Payment/Transfer Office of the Paying Agent/Registrar
executing the registration certificate appearing hereon, or its successor; provided, however,
while this Bond is registered to Cede & Co., the payment of principal upon a partial redemption
of the principal amount hereof may be accomplished without presentation and surrender of this
Bond. Interest is payable to the registered owner of this Bond (or one or more Predecessor
Bonds, as defined in the Order hereinafter referenced) whose name appears on the "Security
Register” maintained by the Paying Agent/Registrar at the close of business on the "Record
Date", which is the fifteenth day next preceding each interest payment date, and interest shall
be paid by the Paying Agent/Registrar by check sent United States Mail, first class postage
prepaid, to the address of the registered owner recorded in the Security Register or by such
other method, acceptable to the Paying Agenthegnstrar requested by, and at the risk and
expense of, the registered owner.

if the date for the payment of the principal of or interest on the Bonds shall be a
Saturday, Sunday, a legal holiday, or a day when banking institutions in the city where the
Designated Payment/Transfer Office of the Paying Agent/Registrar is located are authorized by
law or executive order to close, then the date for such payment shall be the next succeeding
day which is not such a Saturday, Sunday, legal holiday, or day when banking institutions are
authorized to close; and payment on such date shall have the same force and effect as if made
on the original date payment was due. All payments of principal of and interest on this Bond
shall be without exchange or collection charges to the owner hereof and in any coin or currency
of the United States of America which at the time of payment is legal tender for the payment of
public and private debts.

This Bond is one of the series specified in its title issued in the aggregate principal
amount of $9,230,000 (herein referred to as the "Bonds") for (i) acquiring, constructing and
equipping improvements to the District's wastewater treatment facilities and (ji) paying the costs
related to the issuance of the Bonds, under and in strict conformity with the Constitution and
laws of the State of Texas, including Texas Water Code, Chapters 49 and 54, as amended, and
pursuant to an Order adopted by the Board of Directors of the District (herein referred to as the
"Order”).

The Bonds maturing on and after September 1, 2025 may be redeemed prior to their
Stated Maturities, at the option of the District, in whole or in part in principal amounts of $5,000
or any integral multiple thereof (and if within a Stated Maturity by lot by the Paying
Agent/Registrar), on March 1, 2025 or on any date thereafter at the redemption price of par,
together with accrued interest to the date of redemption.

At least thirty (30) days prior to a redemption date, the District shall cause a written
notice of such redemption to be sent by United States Malil, first class postage prepaid, to the
registered owners of the Bonds to be redeemed in whole or in part, and subject to the terms and
provisions relating thereto contained in the Order. |If a Bond (or any portion of its principal sum)
shall have been duly called for redemption and notice of such redemption duly given, then upon
such redemption date such Bond (or the portion of its principal sum to be redeemed) shall
become due and payable, and interest thereon shall cease to accrue from and after the
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redemption date therefor, provided moneys.for the.payment of the redemption price-and the
interest on the principal amount to be redeemed to the date of redemption are held for the
purpose of such payment by the Paying Agent/Registrar.

With respect to any optional redemption of the Bonds, unless certain prerequisites to
such redemption required by the Order have been met and moneys ‘sufficient to pay the
principal of and premium, if any, and interest on the Bonds to be redeemed shall have been
received by the Paying Agent/Registrar prior to the giving of such notice of redemption, such
notice may state that'said redemption is conditional upon the satisfaction of such prerequisites
and receipt of such moneys by the Paying Agent/Registrar on or prior to the date fixed for such
redemption. If a conditional notice of redemption is given and such prerequisites to the
redemption are not satisfied or sufficient moneys are not received, such notice shall be of no
force and effect, the District shall not redeem such Bonds and the Paying Agent/Registrar shall
give notice, in the manner in which the notice of redemption was given,:to the effect that the
Bonds have not been redeemed.

In the event a portion of the principal amount of a Bond is to be redeemed and the
registered owner hereof is someone other than Cede & Co., payment of the redemption price of
such principal amount shall be made to the registered owner only upon presentation and
surrender of this Bond to the Designated Payment/Transfer Office of the Paying
Agent/Registrar, and a new Bond or Bonds of like maturity and interest rate in any authorized
denominations provided by the Order for the then unredeemed balance of the principal sum
thereof will be issued to the registered owner, without charge. If a Bond is selected for
redemption, in whole or in part, the District and the Paying Agent/Registrar shall not be required
to transfer such Bond to an assignee of the registered owner within 45 days of the redemption
date therefor; provided, however, such limitation on transferability shall not be ‘applicable to an.
exchange by the registered owner of the unredeémed balance of a Bond redeemed in part.

The Bonds are special obligations of the District, and, together with the outstanding
Existing Obligations (identified and defined in the Order), are payable as to both principal and
interest- from and secured by a first lien on and pledge of the Net Revenues of the District's
water and sewer system (the "System”). The Bonds do not constitute a legal or equitable
pledge, charge, lien-or encumbrance upon any property of the District or the System, except
with respect to the Net Revenues. The holder hereof shall never have the right to demand
payment of this obligation out of any funds raised or to be raised by taxation.

Subject to- satisfying the terms and conditions prescribed therefor, the District has
reserved the right to issue additional revenue obligations payable from and equally and ratably
secured.by a parity lien on and pledge of the Net Revenues of the System, in the same manner
and to the same extent as the Existing Obligations and the Bonds.

Reference is hereby made to the Order, a copy of which is on file in the Designated
Payment/Transfer Office of the Paying Agent/Registrar, and to all of the provisions of which the
Holder by the acceptance hereof hereby assents, for definitions of terms; the description of and
the nature and extent of the security for the Bonds; the properties constituting the System; the
Net Revenues pledged to the payment of the principal of and interest on the Bonds; the nature
and extent and manner of enforcement of the lien and pledge securing the payment of the
Bonds; the terms and conditions for the issuance of additional revenue obligations; the terms
and conditions relating to the transfer or exchange of this Bond; the conditions upon which the
Order may be amended or supplemented with or without the consent of the Holders; the rights,
duties, and obligations of the District and the Paying Agent/Registrar; the terms and provisions
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upon which the liens, pledges, charges and covenants made therein may be discharged at or
prior to the maturity or redemption of this Bond, and this Bond deemed to be no longer
Outstanding thereunder; and for the other terms and provisions contained therein. Capitalized
terms used herein have the same meanings assigned in the Order.

This Bond, subject to certain limitations contained in the Order, may be transferred on
the Security Register only upon its presentation and surrender at the Designated
Payment/Transfer Office of the Paying Agent/Registrar, with the Assignment hereon duly
endorsed by, or accompanied by a written instrument of transfer in form satisfactory to the
Paying Agent/Registrar duly executed by, the registered owner hereof, or his duly authorized
agent. When a transfer on the Security Register occurs, one or more new fully registered Bonds
of the same Stated Maturity, of authorized denominations, bearing the same rate of interest, and
of the same aggregate principal amount will be issued by the Paying Agent/Registrar to the
designated transferee or transferees.

The District and the Paying Agent/Registrar, and any agent of either, shall treat the
registered owner whose name appears on the Security Register (i) on the Record Date as the
owner entitled to payment of interest hereon, (ji) on the date of surrender of this Bond as the
owner entitled to payment of principal at the Stated Maturity, or its redemption, in whole or in
part, and (iii) on any other date as the owner for all other purposes, and neither the District nor
the Paying Agent/Registrar, or any agent of either, shall be affected by notice to the contrary. In
the event of nonpayment of interest on a Bond on a scheduled payment date and for thirty (30)
days thereafter, a new record date for such interest payment (a "Special Record Date") will be
established by the Paying Agent/Registrar, if and when funds for the payment of such interest
have been received from the District. Notice of the Special Record Date and of the scheduled
payment date of the past due interest (which shall be 15 days after the Special Record Date)
shall be sent at least five (5) business days prior to the Special Record Date by United States
Mail, first class postage prepaid, to the address of each Holder of a Bond appearing on the
Security Register at the close of business on the last business day next preceding the date of
mailing of such notice.

It is hereby certified, recited, represented and declared that the District is a body
corporate and political subdivision duly organized and legally existing under and by virtue of the
Constitution and laws of the State of Texas; that the issuance of the Bonds is duly authorized by
law; that all acts, conditions and things required to exist and be done precedent to and in the
issuance of the Bonds to render the same lawful and valid obligations of the District have been
properly done, have happened and have been performed in regular and due time, form and
manner as required by the Constitution and laws of the State of Texas, and the Order; that the
Bonds do not exceed any Constitutional or statutory limitation; and that due provision has been
made for the payment of the principal of and interest on the Bonds by a pledge of the Net
Revenues of the System as aforestated. In case any provision in this Bond shall be invalid,
illegal, or unenforceable, the validity, legality, and enforceability of the remaining provisions shall
not in any way be affected or impaired thereby. The terms and provisions of this Bond and the
Order shall be construed in accordance with and shall be governed by the laws of the State of
Texas.
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IN WITNESS WHEREOF, the Board of Directors of the District has caused this Bond to
be duly executed under the official seal of the District.

TROPHY CLUB MUNICIPAL UTILITY
DISTRICT NO. 1

President, Board of Directors

ATTEST:

Secretary, Board of Directors

(SEAL)

(c) Form of Registration Certificate of Comptroller of Public Accounts to appear on
Initial Bond(s) only. ’

REGISTRATION CERTIFICATE OF
COMPTROLLER OF PUBLIC ACCOUNTS

OFFICE OF THE COMPTROLLER (
OF PUBLIC ACCOUNTS ( REGISTER NO.
THE STATE OF TEXAS (

| HEREBY CERTIFY that this Bond has been examined, certified as to validity and
approved by the Attorney General of the State of Texas, and duly registered by the Comptroller
of Public Accounts of the State of Texas.

WITNESS my signature and seal of office this

Comptroller of Public Accounts
of the State of Texas

(SEAL)
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(d) Form of Certificate of Paying Agent/Registrar tb appear on Definitive Bonds only.
REGISTRATION CERTIFICATE OF PAYING AGENT/REGISTRAR

This Bond has been duly issued and registered under the provisions of the
within-mentioned Order; the bond or bonds of the above entitled and designated series
originally delivered having been approved by the Attorney General of the State of Texas and
registered by the Comptroller of Public Accounts, as shown by the records of the Paying
Agent/Registrar.

The designated offices of the Paying Agent/Registrar in St. Paul, Minnesota, is the
Designated Payment/Transfer Office for this Bond.

BOKF, NA dba Bank of Texas, Austin, Texas,
as Paying Agent/Registrar

Registration date:
By,

Authorized Signature

(e) Form of Assignment.

ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns, and transfers unto
(Print or typewrite name, address, and zip code of transferee):

(Social Security or other identifying number:
) the within Bond and all rights thereunder, and hereby

irrevocably constitutes and appoints

attorney to transfer the within Bond on the books kept for registration thereof, with full power of
substitution in the premises.

DATED:

NOTICE: The signature on this assignment
Signature guaranteed: must correspond with the name of the
registered owner as it appears on the face
of the within Bond in every particular.
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f) The Initial Bond(s) shall be in the form set forth in paragraph (b) of this Section,
except that the form of the single fully registered Initial Bond shall be modified as follows:

REGISTERED REGISTERED
NO. T-1 ) PRINCIPAL AMOUNT
‘ $9,230,000
UNITED STATES OF AMERICA
STATE OF TEXAS

TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
. WATER AND SEWER SYSTEM REVENUE BOND, SERIES 2015

Bond Date:
February 1, 2015

B
H

Registered Owner. Raymond James & Associates, Inc.
Principal Amount: NINE MILLION TWO HUNDRED THIRTY THOUSAND DOLLARS

The Trophy Club Municipal Utility District No. 1 (hereinafter referred to as the "District"),
a body corporate and political subdivision in the Denton and Tarrant Counties, State of Texas,
for value received, acknowledges itself indebted to and hereby promises to pay, from the
sources described herein, to the Registered Owner named above, or the registered assigns
thereof, the Principal Amount hereinabove stated on September 1 in each of the years and in
principal installments in accordance with the following schedule:

YEAR OF PRINCIPAL INTEREST
MATURITY ‘ INSTALLMENTS RATE

{Information to be inserted from schedule in Section 2 hereof).

{or so much principal thereof as shall not have beeh prepaid prior to maturity) and to pay
interest on the unpaid principal installments hereof from the Bond Date at the per annum rates
of interest specified above computed on the basis of a 360-day year of twelve 30-day months;
such interest being payable on March 1 and September 1 in each year, commencing
September, 1, 2015. Principal installments of this Bond are payable in the year of maturity or on
a redemption date to the registered owner hereof by BOKF, NA dba Bank of Texas, Austin,
Texas (the "Paying Agent/Registrar’), upon presentation and surrender, at its designated offices
in St. Paul Minnesota (the "Designated Payment/Transfer Office"). Interest is payable to the
registered owner of this Bond whose name appears on the 'Security Register" maintained by
the Paying Agent/Registrar at the close of business on the "Record Date", which is the fifteenth
day next preceding each_interest payment date, and interest shall be paid by the Paying
Agent/Registrar by check sent United States Mail, first class postage prepaid, to the address of
the registered owner recorded in the Security Register or by such other method, acceptable to
the Paying Agent/Registrar, requested by, and at the risk and expense of, the registered owner.,

&
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SECTION 11: Pledge-Security for the Bonds.

(a) The Parity Revenue Obligations, including the Bonds, and the interest thereon,
and any and all other amounts payable thereunder, are and shall be secured by and payable
from a first lien on and pledge of the Net Revenues of the System (with the exception of those in
excess of the amounts required to establish and maintain the Interest and Sinking Fund
hereinafter provided), and the revenues herein pledged are further pledged to the establishment
and maintenance of the Interest and Sinking Fund hereinafter provided.

b) The Bonds are special obligations of the District secured by and payable from a
first lien on and pledge of the Net Revenues of the System, as provided in this Order, and is not
a charge on the property of the District or on taxes levied by the District. No part of the
obligation evidenced by the Bonds, whether principal, interest or other obligation, shall ever be
paid from taxes levied or collected by the District.

(c) Chapter 1208, Texas Government Code applies to the issuance of the Bond and
the pledge of the Net Revenues granted by the District under Section 11(a) of this Order, and
such pledge, therefore, is valid, effective, and perfected. If Texas law is amended at any time
while the Bonds are outstanding and unpaid such that the pledge of the revenues granted by
the District under Section 11(a) above is to be subject to the filing requirements of Chapter 9,
Texas Business and Commerce Code, then in order to preserve to the registered owners of the
Bond the perfection of the security interest in said pledge, the District agrees to take such
measures as it determines are reasonable and necessary under Texas law to comply with the
applicable provisions of Chapter 9, Business and Commerce Code and enable a filing to perfect
the security interest in said pledge to occur.

SECTION 12: Funds. The District hereby creates the following special funds or
accounts:

@) Trophy Club Municipal Utility District No. 1, Water and Sewer System Revenue
Bonds, Series 2015, Interest and Sinking Fund (the "Interest and Sinking Fund");

(b) Trophy Club Municipal Utility District No. 1, Water and Sewer System Revenue
Bonds, Series 2015, Reserve Fund (the "Reserve Fund");

(c) Trophy Club Municipal Utility District No. 1, Water and Sewer System Revenue
Bonds, Series 2015, Construction Fund (the "Construction Fund").

SECTION 13: Revenue Fund. A Revenue Fund has previously been established on
the books of the District in connection with the District's Existing Obligations. All gross revenues
of every nature received from the operation and ownership of the System shall be deposited as
collected into the Revenue Fund, and the reasonable, necessary, and proper expenses of
operation and maintenance of the System shall be paid from the Revenue Fund. The revenues
of the System not actually required to pay said expenses shall be deposited from the Revenue
Fund into the interest and sinking funds as provided in the orders or resolutions authorizing the
Parity Revenue Obligations and the Reserve Fund to the extent provided hereunder for the
Bonds and in any order authorizing the issuance of Additional Parity Obligations. However, until
the Parity Revenue Obligations are retired, any surplus Net Revenues of the System not
required to be deposited in the funds and accounts established by the orders or resolutions
authorizing the Parity Revenue Obligations shall be deposited in the Revenue Fund; provided,
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however, at such time as the Existing Obligations identified in Section 1 hereof are no longer
outstanding, the following provision shall be applicable to such excess Net Revenues:

Any Net Revenues remaining in the Revenue Fund “after ‘satisfying the foregoing
payments, or making adequate and sufficient provision for the payment thereof, may be
appropriated and used for any other District purpose now or hereafter permitted by law.

SECTION 14: Interest and_Sinking Fund. (a) Net Revenues of the System shall be
deposited to the credit of the Interest and Sinking Fund at such times and in such amounts as
necessary for the timely payment of the principal of and interest on the Bonds. -

(b) Money on deposit in the Interest and Sinking Fund shall be used to pay the
principal of and interest on the Bonds as such become due and payable. *

SECTION 15; Reserve Fund. To accumulate and maintain a reserve for the payment of
the Bonds and Additional Parity Obligations (the Required Reserve) equal to the lesser of (i) the
Average Annual Debt Service Requirements (calculated on a Fiscal Year basis and determined
as of the date of issuance of the Bonds, the most recently issued series of Additional Parity
Obligations then Qutstanding or, at the option of the District, at the end of each Fiscal Year) for
the Bonds "and Additional Parity Obligations or (i) the maximum amount in a reasonably
required reserve fund for the Bonds and Additional Parity Obligations, from time to time that can
be invested without restriction as to yield pursuant to section 148 of the Code (as defined in
Section 24), the District agrees to maintain the Reserve Fund at an official depository of the
District. All funds deposited into the Reserve Fund (excluding surplus funds- which include
earnings and income derived or received from deposns or investments which will be transferred
to the Revenue Fuhd during such period as there is on deposit in the Reserve Fund the
Required Reserve) shall be used solely for the payment of the principal of and interest on the
Bonds and Additional Parity Obligations, when and to the extent other.funds available for such
purposes are insufficient, and, in addition, may be uséd to retire the last stated maturity or
interest on the Bonds or Additional Parity Obligations.

Upon issuance of the Bonds, the total amount required to be accumulated and
maintained in the Reserve Fund is hereby determined to be $616,680 (the "Required Reserve"),
which is equal to not less than the Average Annual Debt Service for the Bonds, and on or before
" the 1st day of the month next following the month the Bonds are delivered to the Purchasers
and on or before the 1st day of each following month, the District shall cause to be deposited to
the Reserve Fund from the Net Revenues of the System an amount equal to at least one-
sixtieth (1/60th) of the Required Reserve. After the Required Reserve -has been fully
accumulated and while the total amount on deposit in the Reserve Fund is in excess of the
Required Reserve, no monthly deposits shall be required to be made to the Reserve Fund.

As ‘and when Additional Parity Obligations are delivered or incurred, the Required
Reserve shall be increased, if required, to an amount calculated in the manner provided in the
first paragraph of this Section. Any additional amount required to be maintained in the Reserve
Fund shall be so accumulated by the deposit of the necessary amount of the proceeds of the
issue or other lawfully available funds in the Reserve Fund immediately after the delivery of the
then proposed Additional Parity Obligations, or, at the option of the District, by the deposit of .
monthly instaliments, made on or before the 1st day of each month following the month of
delivery of the then proposed Additional Parity Obligations, of not less than 1/60th of the
additional amount to be maintained in the Reserve Fund by reason of the issuance of the
Additional Parity Obligations then being issued (or 1/60th of the balance of the additional

40663201.4/11411680 18

TCMUDO005973
825



amount not deposited immediately in cash), thereby ensuring the accumulation of the
appropriate Required Reserve.

When and so long as the cash and investments in the Reserve Fund equal the Required
Reserve, no deposits need be made to the credit of the Reserve Fund; but, if and when the
Reserve Fund at any time contains less than the Required Reserve (other than as the result of
the issuance of Additional Parity Obligations as provided in the preceding paragraph), the
District covenants and agrees to cure the deficiency in the Required Reserve by resuming
monthly deposits to said Fund or account from the Net Revenues, or any other lawfully available
funds, such monthly deposits to be in amounts equal to not less than 1/60th of the Required
Reserve covenanted by the District to be maintained in the Reserve Fund with any such
deficiency payments being made on or before the 1st day of each month until the Required
Reserve has been fully restored. The District further covenants and agrees that, subject only to
the prior payments to be made to the Interest and Sinking Fund, the Net Revenues shall be
applied and appropriated and used to establish and maintain the Required Reserve and to cure
any deficiency in such amounts as required by the terms of this Order and any other order or
resolution pertaining to the issuance of Additional Parity Obligations.

During such time as the Reserve Fund contains the Required Reserve, the District may,
at its option, withdraw all surplus funds in the Reserve Fund in excess of the Required Reserve
and deposit such surplus in the System Fund, unless such surplus funds represent proceeds of
the Bonds, then such surplus will be transferred to the Interest and Sinking Fund.

The District, at its option and consistent with the provisions of this Section, may, to the
extent permitted by then-applicable law, fund the Reserve Fund at the Required Reserve by
purchasing an insurance policy that will unconditionally obligate the insurance company or other
entity to pay all, or any part thereof, of the Required Reserve in the event funds on deposit in
the Interest and Sinking Fund are not sufficient to pay the debt service requirements on the
Parity Revenue Obligations. All resolutions or orders adopted after the date hereof authorizing
the issuance of Additional Parity Obligations shall contain a provision to this effect.

In the event an insurance policy issued to satisfy all or part of the District's obligation
with respect to the Reserve Fund causes the amount then on deposit in the Reserve Fund to
exceed the Required Reserve, the District may transfer such excess amount to any fund or
account established for the payment of or security for the Parity Revenue Obligations (including
any escrow established for the final payment of any such obligations pursuant to Chapter 1207,
as amended, Texas Government Code) or use such excess amount for any lawful purpose now
or hereafter provided by law.

SECTION 16: Construction Fund.

(a) Money on deposit in the Construction Fund, including investment earnings
thereof, shall be used for the Project,

(b) All amounts remaining in the Construction Fund after the accomplishment of the
Project, including investment earnings of the Construction Fund, shall be deposited into the

Interest and Sinking Fund, unless a change in applicable law permits or authorizes all or any
part of such funds to be used for other purposes.
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SECTION 17: Security of Funds — Investments.

&

(a) All moneys on deposit in the funds referred to in this Order shall be secured in
the manner and to the fullest extent required by the laws of the State of Texas for the security of .
public funds, and moneys on deposit in such funds. shall be used only for the purposes
permitted by this Order.

(b) Investments. (i) Money in the funds established by this Order, at the option of
the District, may be invested in such securities or obligations as permitted under applicable law.

(i) Any securities or obligations in which money is so invested shall be kept and held
in trust for the benefit of the Owners and shall be sold-and the proceeds of sale shall be timely
applied to the making of all payments required to be made from the fund from which the
investment was made. 1 -

© Investment Income. Interest and income derived from investment. of any fund.
created by this Order shall be credited to such fund.

SECTION 18: Additional Parity Obligations. In addition to the right to issue obligations
of inferior lien as authorized by the laws of this State, the District reserves the right to issue
notes, bonds and other obligations which, when duly authorized and issued.in compliance with
law and the terms and conditions hereinafter appearing, shall be on a parity with the Parity
Revenue Obligations, payable from-and equally and ratably secured by a first lien on and
pledge of thé Net Revenues of the System; and the Parity Revenue Obligations shall in all
respects be of equal dignity. The Additional Parity Obligations may be issued in one or more
installments, provided, however, that none shall be issued unless and until the following
conditions have been met:

(a) A certificate is executed by the General Manager of the District and the President
of the Board to the effect that no default exists in connection with any of the covenants or
requirements of the Order or orders or resolutions authorizing the issuance of the Bonds and all
then outstanding Parity Revenue Obligations;

(b) A certificate is executed by the General Manager of the District and the President
of the Board to the effect that the Interest and Sinking Fund and Reserve Fund contains the
amount of money then required to be on deposit therein,; ‘

(c) A certificate is executed by a Certified Public Accountant to the effect that, in his
opinion, the Net Earnings of the System either for the last complete fiscal year of the District, or
for any twelve consecutive calendar month period ending not more than 90,days prior to the
passage of the Order authorizing the issuance of such Additional Parity Obligations, were at
least 1.20 times the average annual principa! and interest requirements for the then outstanding
Parity Revenue Obligations and the Additional Parity Obligations then proposed to be issued.

At such time as the Existing Obligations are no longer outstanding, the Accountant, in
making a determination of the Net Earnings, may take into consideration a change in the rates
and charges for services and facilities afforded by the System that became effective at least
sixty (60) days prior to the last day of the period for which Net Earnings are determined and, for
purposes of satisfying the above Net Earnings test, make a pro forma determination of the Net
Earnings of the System for the period of time covered by his certification or opinion based on
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such change in rates and charges being in effect for the entire period covered by the
Accountant's certificate or opinion.

PROVIDED, that the term "Net Earnings of the System" shall mean all of the Net
Revenues of the System, except that in calculating Net Revenues there shall not be deducted
as an expense of operation and maintenance any charge or disbursement for repairs or
extensions which, under standard accounting practice, should be charged to capital
expenditures; and PROVIDED FURTHER, that it shall not be necessary for the District to meet
the above requirements to issue Additional Parity Obligations if the District obtains the written
consent of all of the holders of all outstanding Parity Revenue Obligations.

SECTION 19: Representations and Covenants as to Payment.

(a) While the Bonds are outstanding and unpaid, there shall be made available to
the Paying Agent/Registrar, out of the Interest and Sinking Fund and Reserve Fund, if
necessary, money sufficient to pay the interest on and the principal of the Bonds, as applicable,
as will accrue or mature on each applicable Interest Payment Date.

(b) The District will faithfully perform at all times any and all covenants, undertakings,
stipulations, and provisions contained in this Order and in the Bonds; the District will promptly
pay or cause to be paid the principal of, interest on, and premium, if any, with respect to, the
Bonds on due dates and at the places and manner prescribed in such Bonds; and the District
will, at the times and in the manner prescribed by this Order, deposit or cause to be deposited
the amounts of money specified by this Order.

(c) The District is duly authorized under the laws of the State of Texas to issue the
Bonds; all action on its part for the creation and issuance of the Bond has been duly and
effectively taken; and the Bonds in the hands of the Owners thereof is and will be valid and
enforceable obligations of the District in accordance with their terms.

(d) The District will at all times collect for services rendered by the System such
amounts as will be at least sufficient to pay all expenses of operation and maintenance, and to
provide Net Revenues equal to 1.10 times the amount that is sufficient to pay the scheduled
principal of and interest on the Parity Revenue Obligations, plus one times the amount (if any)
required to be deposited in any reserve or contingency fund or account created for the payment
and security of the Parity Revenue Obligations;

(e) If the System should become legally liable for any other indebtedness, the
District shall fix, maintain, charge and colilect additional rates and services rendered by the
System, sufficient to establish and maintain funds for the payment thereof,

SECTION 20: Default and Remedies.

(a) Events of Default. Each of the following occurrences or events for the purpose of
this Order is hereby declared to be an "Event of Default,” to-wit:

(i) the failure to make payment of the principal of or interest on the
Bonds when the same become due and payable; or

(i) default in the performance or observance of any other covenant,
agreement or obligation of the District, the failure to perform which materially,
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adversely affects the rights of the Owners, including but not limited to, their
prospect or ability to be repaid in accordance with this Order, and the
continuation thereof for a period of 60 days after notice of such default is given
by any Owner to the District.

(b) Remedies for Default. (i) Upon the happening of any Event of Default, then
and in every case any Owner or an authorized représentative thereof, including but not limited
to, a trustee or trustees therefor, may proceed against the District for the purpose of protecting
and enforcing the rights of the Owners under this Order, by mandamus or other suit, action or
special proceeding in. equity or at law, in any court of competent jurisdiction, for any relief
permitted by law, including the specific performance of any covenant or agreement contained
herein, or thereby to enjoin any act or thing that may'be unlawful or in violation of any right of
the Owners hereunder or any combination of such remedies.

(i) It is provided that all such proceedings shail be instituted and maintained for the
equal benefit of all Owners of the Bonds then outstanding.

(c) Remedies Not Exclusive. (i)« No remedy herein conferred or reserved is
intended to be exclusive of any other available remedy or remedies, but each and every such
remedy shall be cumutative and shall be in addition to every other remedy given hereunder or
under the Bonds or now or hereafter existing at law or in equity; provided, however, that
notwithstanding any other provision of this Order, the right to accelerate the debt evidenced by
the Bonds shall not be available asa remedy under this Order.

(i) The exercise of any remedy herein conferred or reserved shall not be deemed a
waiver of any other available remedy. .

SECTION 21: Mutilated, Destroyed, Lost and Stolen Bonds. In case any Bond shall be
mutilated, or destroyed, lost or stolen, the Paying Agent/Registrar may execute and deliver a
replacement Bond of like form and tenor, and in the same denomination and bearing a number
not contemporaneously outstanding, in exchange and substitution for such mutilated Bond; and
with respect to a lost, destroyed or stolen Bond a replacement Bond may be issued only upon
the approval of the District and after (i) the filing by the Holder with the Paying Agent/Registrar
of evidence satisfactory to the Paying Agent/Registrar of the destruction, loss or theft of such
Bond, and of the authenticity of the ownership thereof and (ii) the furnishing to the Paying
Agent/Registrar of indemnification in an amount satisfactory to hold the District and the Paying
Agent/Registrar harmless. All expenses and charges associated with such indemnity and with
the preparation, execution and delivery of a replacement Bond shali be borne by the Holder of
the Bond mutilated, or destroyed, lost or stolen.

Every replacement Bond issued pursuant to this Section shall be a valid and binding
obligation, and shall be entitled to all the benefits of this Order equally and ratably with ali other
Outstanding Bonds; notwithstanding the enforceability of payment by anyone of the destroyed,
lost, or.stolen Bonds.

The provisions of this Section are exclusive and shall preclude (to the extent lawful) all
other rights and remedies with respect to the replacement and payment of mutilated, destroyed,
lost or stolen Bonds.

SECTION 22: Satisfaction of Obligation of District. If the District shall pay or cause to
be paid, or-there shall otherwise be paid to the Holders, the principal of, premium, if any, and
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interest on the Bonds, at the times and in the manner stipulated in this Order, then the pledge of
taxes levied under this Order and all covenants, agreements, and other obligations of the
District to the Holders shall thereupon cease, terminate, and be discharged and satisfied.

Bonds or any principal amount(s) thereof shall be deemed to have been paid within the
meaning and with the effect expressed above in this Section when (i) money sufficient to pay in
full such Bonds or the principal amount(s) thereof at maturity or to the redemption date therefor,
together with all interest due thereon, shall have been irrevocably deposited with and held in
trust by the Paying Agent/Registrar, or an authorized escrow agent, or (ii) Government
Securities shall have been irrevocably deposited in trust with the Paying Agent/Registrar, or an
authorized escrow agent, which Government Securities have been certified by an independent
accounting firm to mature as to principal and interest in such amounts and at such times as will
insure the availability, without reinvestment, of sufficient money, together with any moneys
deposited therewith, if any, to pay when due the principal of and interest on such Bonds, or the
principal amount(s) thereof, on and prior to the Stated Maturity thereof or (if notice of
redemption has been duly given or waived or if irrevocable arrangements therefor acceptable to
the Paying Agent/Registrar have been made) the redemption date therefor. The District
covenants that no deposit of moneys or Government Securities will be made under this Section
and no use made of any such deposit which would cause the Bonds to be treated as "arbitrage
bonds" within the meaning of Section 148 of the Internal Revenue Code of 1986, as amended,
or regulations adopted pursuant thereto.

Any moneys so deposited with the Paying Agent/ Registrar, or an authorized escrow
agent, and all income from Government Securities held in trust by the Paying Agent/Registrar,
or an authorized escrow agent, pursuant to this Section which is not required for the payment of
the Bonds, or any principal amouni(s) thereof, or interest thereon with respect to which such
moneys have been so deposited shall be remitted to the District or deposited as directed by the
District. Furthermore, any money held by the Paying Agent/Registrar for the payment of the
principal of and interest on the Bonds and remaining unclaimed for a period of three (3) years
after the Stated Maturity, or applicable redemption date, of the Bonds such moneys were
deposited and are held in trust to pay shall upon the request of the District be remitted to the
District against a written receipt therefor. Notwithstanding the above and foregoing, any
remittance of funds from the Paying Agent/Registrar to the District shall be subject to any
applicable unclaimed property laws of the State of Texas.

SECTION 23: Order a Contract - Amendments - Outstanding Bonds. This Order shall
constitute a contract with the Holders from time to time, be binding on the District, and shall not
be amended or repealed by the District so long as any Bond remains Outstanding except as
permitted in this Section and in Section 39 hereof. The District may, without the consent of or
notice to any Holders, from time to time and at any time, amend this Order in any manner not
detrimental to the interests of the Holders, including the curing of any ambiguity, inconsistency,
or formal defect or omission herein. In addition, the District may, with the written consent of
Holders holding a majority in aggregate principal amount of the Bonds then Outstanding
affected thereby, amend, add to, or rescind any of the provisions of this Order; provided that,
without the consent of all Holders of Outstanding Bonds, no such amendment, addition, or
rescission shall (1) extend the time or times of payment of the principal of, premium, if any, and
interest on the Bonds, reduce the principal amount thereof, the redemption price, or the rate of
interest thereon, or in any other way modify the terms of payment of the principal of, premium, if
any, or interest on the Bonds, (2) give any preference to any Bond over any other Bond, or
(3) reduce the aggregate principal amount of Bonds required to be held by Holders for consent
to any such amendment, addition, or rescission.
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SECTION 24: Covenants to Maintain Tax-Exempt Status.
* §

(a) Definitions. When used in this Section, the following terms shall have the
following meanings:

"Closing Date" means the date on which-the Bonds are first authenticated
and delivered to the initial purchasers against payment therefor.

"Code" means the Internal Revenue Code of 1986, as amended by all
legislation, if any, effective on or before the Closing Date. .

"Compdtation Date" has the meaning set forth in Section 1.148-1(b) of the
Regulations.

"Gross Proceeds" means any proceeds as defined in Section 1.148-1(b)
of the Regulations, and .any replacement proceeds as defined in Section
1.148-1(c) of the Regulations, of the Bonds. -

"Investment” has the meaning set forth in Section 1.148-1(b) of the
Regulations.

"Nonpurpose Investment" means any investment property, as defined in
section 148(b) of the Code, in which Gross Proceeds of the Bonds are invested
and which is not acquired to carry out the governmental purposes of the Bonds.

"Rebate Amount" has the meaning set forth in Section 1.148-1(b) of the
Regulations.,

"Regulations" means any proposed, temporary, or final Income Tax

; Regulations issued pursuant to Sections 103 and 141 through 150 of the Code,

and 103 of the Internal Revenue Code of 1954, which are applicable to the

Bonds. Any reference to any specific Regulation shall also mean, as

appropriate, any proposed, temporary or final Income Tax Regulation designed
to supplement, amend or replace the specific Regulation referenced.

"Yield" of (1) any Investment has the meaning set forth in Section 1.148-

5 of the Reguilations and (2) the Bonds has the meanmg set forth in Section

1.148-4 of the Regulations.

(b) Not to Cause Interest to Become Taxable. The District shall not use, permit the
use of, or omit to use Gross Proceeds or any other amounts (or any property the acquisition,
construction or improvement of which is to be financed directly or indirectly with Gross
Proceeds) in a manner which, if made or omitted, respectively, would cause interest on any
Bond to become includable in the gross income, as defined in section 61 of the Code, of the
owner thereof for federal income tax purposes. Without limiting the generality of the foregoing,
unless and until the District receives a written opinion of counsel nationally recognized in the
field of municipal bond law to the effect that failure to comply with such covenant will not
adversely affect the exemption from federal income tax of the interest on any Bond, the District
shall comply with each of the specific covenants in this Section.
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(c) No Private Use or Private Payments. Except as permitted by section 141 of the
Code and the Regulations and rulings thereunder, the District shall at all times prior to the last
Stated Maturity of Bonds:

1) exclusively own, operate and possess all property the acquisition,
construction or improvement of which is to be financed or refinanced directly or
indirectly with Gross Proceeds of the Bonds, and not use or permit the use of
such Gross Proceeds (including all contractual arrangements with terms different
than those applicable to the general public) or any property acquired, constructed
or improved with such Gross Proceeds in any activity carried on by any person or
entity (including the United States or any agency, department and instrumentality
thereof) other than a state or local government, unless such use is solely as a
member of the general public; and

(2) not directly or indirectly impose or accept any charge or other
payment by any person or entity who is treated as using Gross Proceeds of the
Bonds or any property the acquisition, construction or improvement of which is to
be financed or refinanced directly or indirectly with such Gross Proceeds, other
than taxes of general application within the District or interest earned on
investments acquired with such Gross Proceeds pending application for their
intended purposes.

d) No Private Loan. Except to the extent permitted by section 141 of the Code and
the Regulations and rulings thereunder, the District shall not use Gross Proceeds of the Bonds
to make or finance loans to any person or entity other than a state or local government. For
purposes of the foregoing covenant, such Gross Proceeds are considered to be "loaned" to a
person or entity if: (1) property acquired, constructed or improved with such Gross Proceeds is
sold or leased to such person or entity in a transaction which creates a debt for federal income
tax purposes; (2) capacity in or service from such property is committed to such person or entity
under a take-or-pay, output or similar contract or arrangement; or (3) indirect benefits, or
burdens and benefits of ownership, of such Gross Proceeds or any property acquired,
constructed or improved with such Gross Proceeds are otherwise transferred in a transaction
which is the economic equivalent of a loan.

(e) Not to Invest at Higher Yield. Except to the extent permitted by section 148 of
the Code and the Regulations and rulings thereunder, the District shall not at any time prior to
the final Stated Maturity of the Bonds directly or indirectly invest Gross Proceeds in any
Investment (or use Gross Proceeds to replace money so invested), if as a result of such
investment the Yield from the Closing Date of all Investments acquired with Gross Proceeds (or
with money replaced thereby), whether then held or previously disposed of, exceeds the Yield of
the Bonds.

() Not Federally Guaranteed. Except to the extent permitted by section 149(b) of
the Code and the Regulations and rulings thereunder, the District shall not take or omit to take
any action which would cause the Bonds to be federally guaranteed within the meaning of
section 149(b) of the Code and the Regulations and rulings thereunder.

(9) Information Report. The District shall timely file the information required by
section 149(e) of the Code with the Secretary of the Treasury on Form 8038-G or such other
form and in such place as the Secretary may prescribe.
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(h) Rebate of Arbitrage Profits. Except to the extent otherwise provided in section
148(f) of the Code and the Regulations and rulings thereunder:

(1) The District shall account for all Gross Proceeds (including all
receipts, expenditures and investments thereof) on its books of account
separately and apart from all other funds (and receipts, expenditures and
investments thereof) and shall retain all records of accounting for at least six
years after the day on which the last Qutstanding Bond is discharged. However,
to the extent permitted by law, the District may commingle Gross Proceeds of the
Bonds with other money of the District, provided that the District separately
accounts for each receipt and expenditure of Gross Proceeds and the obligations
acquired therewith.

(2) Not less frequently than each Computation Date, the District shall
calculate the Rebate Amount in accordance with rules set forth in section 148(f)
of the Code and the Regulations and rulings thereunder. The" District shall
maintain such calculations with its official transcript of proceedings relating to the
issuance of the Bonds until six years after the final Computation Date.

3) As additional consideration for the purchase of the Bonds by the
Purchasers and the loan of the money represented thereby and in order to
induce such purchase by measures designed to insure the excludability of the
interest thereon from the gross income of the owners thereof for federal income
tax purposes, the District shall pay to the United States from the construction
fund, other appropriate fund, or if permitted by applicable Texas statute,
regulation or opinion of the Attorney General of the State of Texas, the Interest
and Sinking Fund, the amount that when added to the future value of previous
rebate payments made for the Bonds equals (i) in the case of a Final
Computation Date as-defined in Section 1.148-3(e)(2) of the Regulations, one
hundred percent (100%) of the Rebate Amount on such date; and (i) in the case
of any other Computation Date, ninety percent (90%) of the Rebate Amount on
such date. In all cases, the rebate payments shall be made at the times, in the
installments, to the place and in the manner as is or may be required by section
148(f) of the Code and the Regulations and rulings-thereunder, and shall be
accompanied by Form 8038-T or such other forms and information as is or may
be required by Section 148(f) of the Code and the Regulations and rulings
thereunder.

4) The District shall exercise reasonable diligence to assure that no
errors are made in the calculations and payments required by paragraphs (2) and
(3), and if an error is made, to discover and promptly correct such error within a
reasonable amount of time thereafter (and in all events within one hundred eighty
(180) days after discovery of the error), including payment to the United States of
any additional Rebate. Amount owed to it, interest thereon, and any penalty
imposed under Section 1.148-3(h) of the Regulations.

(i) Not to Divert Arbitrage Profits. Except to the extent permitted by section 148 of
the Code and the Regulations and ruiings thereunder, the District shall not, at any time prior to
the earlier of the Stated Maturity or final payment of the Bonds, enter into any transaction that
reduces the amount required to be paid to the United States pursuant to Subsection (h) of this
Section because such transaction results in a smaller profit or a larger loss than would have
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resulted if the transaction had been at arm's length and had the Yield of the Bonds not been
relevant to either party.

)] Elections. The District hereby directs and authorizes the President of the Board
of Directors, General Manager and Finance Manager, individually or jointly, to make elections
permitted or required pursuant to the provisions of the Code or the Regulations, as they deem
necessary or appropriate in connection with the Bonds, in the Certificate as to Tax Exemption or
similar or other appropriate certificate, form or document.

(k) Qualified Tax Exempt Obligations. In accordance with the provisions of
paragraph (3) of subsection (b) of Section 265 of the Code, the District hereby designates the
Bonds to be "qualified tax exempt obligations" in that the Bonds are not "private activity bonds"
as defined in the Code and represents the amount of "tax exempt obligations" (exclusive of
"private activity bonds") to be issued by the District (including all subordinate entities of the
District) for the calendar year in which the Bonds are issued will not exceed $10,000,000.

SECTION 25: Sale of the Bonds. The Bonds are hereby sold, pursuant to the taking of
public bids therefor, on this date, and shall be delivered to Raymond James & Associates, Inc.
(the "Purchaser") at a price of par plus a $4,615.00 cash premium plus accrued interest. The
Board hereby finds and determines that the net effective interest rate on the Bonds, as
calculated pursuant to Texas Government Code, Chapter 1204, as amended is 2.747876%. It
is hereby officially found, determined and declared that the terms of this sale are the most
advantageous reasonably obtainable and the Purchaser's sealed bid produced the lowest net
effective interest rate to the District as required by Section 49.183, Texas Water Code. The
Initial Bond(s) shall be registered in the name of the Purchaser.

SECTION 26; Official Statement. The use of the Preliminary Official Statement by the
Purchaser in connection with the public offering and sale of the Bonds is hereby ratified,
confirmed and approved in all respects. The final Official Statement, being a modification and
amendment of the Preliminary Official Statement to reflect the terms of sale (together with such
changes approved by the President and Secretary of the Board of Directors, the General
Manager and the Finance Manager, any one or more of said officials), shall be and is hereby in
all respects approved and the Purchaser is hereby authorized to use and distribute said final
Official Statement, dated January 20, 2015, in the reoffering, sale and delivery of the Bonds to
the public. The President and Secretary of the Board of Directors are further authorized and
directed to deliver for and on behalf of the District copies of said Preliminary Official Statement
and Official Statement in final form as may be required by the Purchaser,.and such final Official
Statement in the form and content approved by the President or Secretary of the Board, Director
Manager or Finance Manager (one or more of said officials) shall be deemed to be approved by
the Board of Directors and constitute the Official Statement authorized for distribution and use
by the Purchaser.

SECTION 27: Control and Custody of Bonds. The President of the Board of Directors of
the District shall be and is hereby authorized to take and have charge of all necessary orders
and records pending investigation by the Attorney General of the State of Texas, including the
printing and supply of definitive Bonds, and shall take and have charge and control of the Initial
Bond(s) pending the approval thereof by the Attorney General, the registration thereof by the
Comptroller of Public Accounts and the delivery thereof to the Purchasers.

Furthermore, the President and Secretary of the Board of Directors, the General
Manager and Finance Manager of the District, any one or more of said officials, are hereby
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authorized and directed to furnish and execute such documents and certifications relating to the
District and-the issuance of the Bonds, including certifications as to facts, estimates,
circumstances and reasonable expectations pertaining to the use, expenditure and investment
of the proceeds of the Bonds, as may be necessary for the approval of the Attorney General,
the registration by the Comptroller of Public Accounts and the delivery of the Bonds to the
Purchasers and, together with the District's financial advisor, bond counsel and the Paying
Agent/Registrar, make the necessary arrangements for the delivery of the Initial Bond(s) to the
Purchaser and the initial exchange thereof for definitive Bonds.

SECTION 28: Proceeds of Sale. The proceeds of sale of the Bonds, less accrued
interest; amounts to pay costs of issuance and premium in the amount of $4,615.00, shall be
deposited to the credit of a construction account maintained on the books and records of the
District and, if not immediately invested, in.a fund kept at a depository bank of the District.
Pending expenditure for the Project, such-proceeds of sale may be invested in Authorized
Investments, including guaranteed investment contracts permitted in Texas Section 2256.015,
et seq, and any investment earnings realized may be expended for the Project or deposited in
the Interest and Sinking Fund as shall be determined by the Board of Directors. Accrued
interest and premium in the above amount received from the sale of the Bonds and any excess
bond proceeds, including investment earnings, remaining after completion of all authorized
projects or purposes shall be deposited to the credit of the Interest and Sinking Fund.

Pursuant to the Commission Order, the District will not expend $8,054,771.54
($7,004,149.30 for construction plus $1,050,622.24 in contingencies) for the Project until receipt
by the Board of plans and specmcatlons approved by all entities with jurisdiction and
construction documents. )

SECTION 29: Notices to Holders - Waiver. Wherever this Order provides for notice to
Holders of any event, such notice shall be sufficiently given (unless otherwise herein expressly
provided) if in writing and sent by United States Mail, first class postage prepaid, to the address
of each Holder appearing in the Security Register at the close of business on the business day
next preceding the mailing of such notice.

In any case where notice to Holders is given by mail, neither the failure to mail such
notice to any particular Holders, nor any defect in any notice so mailed, shall affect the
sufficiency of such notice with respect to all other Bonds. Where this Order provides for notice
in any manner, such notice may be waived in writing by the Holder entited to receive such
notice, either before or after the event with respect to which such notice is given, and such
waiver shall be the equivalent of such notice. Waivers of notice by Holders shall be filed with
the Paying Agentheglstrar but such fi Img shall not be a condition precedent to the validity of
any action taken in reliance upon such waiver.

SECTION 30: Canceliation.* All Bonds surrendered for payment, redemption, transfer,
exchange, or replacement, if surrendered to the Paying Agent/Registrar, shall be promptly
cancelled by it and, if surrendered to the District, shall be delivered to the- Paying
Agent/Registrar and, if not already cancelled, shall be promptly cancelied by the Paying
Agent/Registrar. The District may at any time deliver to' the Paying Agent/Registrar for
cancellation any Bonds previously certified or registered and delivered which the District may
have acquired in any manner whatsoever, and all Bonds so delivered shall be promptly
cancelled by the Paying Agent/Registrar.  All cancelled Bonds held by the Paying
Agent/Registrar shall be returned to the District.
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SECTION 31: Legal Opinion. The obligation of the Purchaser to accept delivery of the
Bonds is subject to being furnished a final opinion of Fulbright & Jaworski LLP, Attorneys,
Dallas, Texas, approving such Bonds as to their validity, said opinion to be dated and delivered
as of the date of delivery and payment for such Bonds. A true and correct reproduction of said
opinion or an executed counterpart thereof is hereby authorized to be either printed on definitive
printed obligations or deposited with DTC along with the global certificates for the
implementation and use of the Book Entry Only System used in the settlement and transfer of
the Bonds.

SECTION 32: CUSIP Numbers. CUSIP numbers may be printed or typed on the
definitive Bonds. It is expressly provided, however, that the presence or absence of CUSIP
numbers on the definitive Bonds shall be of no significance or effect as regards the legality
thereof and neither the District nor attorneys approving the Bonds as to legality are to be held
responsible for CUSIP numbers incorrectly printed or typed on the definitive Bonds.

SECTION 33: Benefits of Order.  Nothing in this Order, expressed or implied, is
intended or shall be construed to confer upon any person other than the District, the Paying
Agent/Registrar and the Holders, any right, remedy, or claim, legal or equitable, under or by
reason of this Order or any provision hereof, this Order and all its provisions being intended to
be and being for the sole and exclusive benefit of the District, the Paying Agent/Registrar and
the Holders.

SECTION 34: Inconsistent Provisions. All orders or resolutions, or parts thereof, which
are in conflict or inconsistent with any provision of this Order are hereby repealed to the extent
of such conflict, and the provisions of this Order shall be and remain controlling as to the
matters contained herein.

SECTION 35: Governing Law. This Order shall be construed and enforced in
accordance with the laws of the State of Texas and the United States of America.

SECTION 36: Effect of Headings. The Section headings herein are for convenience
only and shall not affect the construction hereof.

SECTION 37: Construction of Terms. |If appropriate in the context of this Order, words
of the singular number shall be considered to include the plural, words of the plural number shall
be considered to include the singular, and words of the masculine, feminine or neuter gender
shall be considered to include the other genders.

SECTION 38: Severability. If any provision of this Order or the application thereof to
any circumstance shall be held to be invalid, the remainder of this Order and the application
thereof to other circumstances shall nevertheless be valid, and the Board of Directors hereby
declares that this Order would have been enacted without such invalid provision.

SECTION 39: Continuing Disclosure Undertaking.

(a) Definitions. As used in this Section, the following terms have the meanings
ascribed to such terms below:

"MSRB" means the Municipal Securities Rulemaking Board.
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"Rule" means SEC Rule 15¢2-12, as amended from time to time or officially interpreted
by the SEC.

"SEC" means the United States Securities and Exchange Commtss;on

(b) Annual Reports. The District shall provide annually to the MSRB (1) within six
months after the end of each fiscal year ending in or after 2015, -financial information and
operating data with respect to the District of the general type included in the final Official
Statement authorized by Section 26 of this Order, being the information described in Exhibit B
hereto, and (2) if not provided as part such financial information and operating data, audited
financial statements of the District, when and if available. Any financial statements so to be
provided shall be prepared in accordance with the accounting principles described in Exhibit B
hereto, or such other accounting principles as the District may be required to employ from time
to time pursuant to state law or regulation, and audited, if the District commissions an audit of
such statements and the audit is completed within the period during which they must be ,
provided. If audited financial statements are not available by the required time, the District will
provide unaudited financial statements of the general type included in the Official Statement as
Appendix D by the required time and audited financial statements when and if such audited
financial statements become available.

If the District changes its fiscal year, it will notify the MSRB of the change (and of the
date of the new fiscal year end) prior to the next date by which the District otherwise would be
required to provide financial information and operating data pursuant to this Section.

The financial information and operating data to be provided pursuant to this Section may
be set forth in full in one or'more documents or may be included by specific reference to any
document available to the public on the MSRB's Internet Web site or filed with the SEC.

(©) Notice of Certain Events. The District shall provide notice of any of the following
events with respect to the Bonds to the MSRB in a timely manner and not more than 10
business days after occurrence of the event:

(i) Principal and interest payment delinquencies;
(i) Non-payment related defaults, if material;

(ii) Unscheduled draws on debt service reserves reflecting financial
difficulties;

(iv)  Unscheduled draws on credit enhancements reflecting financial
difficulties;

v) Substitution of credit or liquidity providers, or their failure to
perform; :

(vi)  Adverse tax opinions, the issuance by the Internal Revenue
Service of proposed or final-determinations of-taxability, Notices of Proposed
Issue (IRS Form 5701-TEB), or other material notices or determinations with

respect to the tax status of the Bonds, or other material events affecting the tax
status of the Bonds;

40663201.4/11411680 30

5 TCMUD005985
837



(vii)  Modifications to rights of holders of the Bonds, if material
{(vii) Bond calls, if material, and tender offers;
(ix) Defeasances;

(x) Release, substitution, or sale of property securing repayment of
the Bonds, if material;

(xiy  Rating changes;

(xii)  Bankruptcy, insolvency, receivership, or similar event of the
District, which shall occur as described below;

(xiii) The consummation of a merger, consolidation, or acquisition
involving the District or the sale of all or substantially all of its assets, other than
in the ordinary course of business, the entry into of a definitive agreement to
undertake such an action or the termination of a definitive agreement relating to
any such actions, other than pursuant to its terms, if material; and

(xiv)  Appointment of a successor or additional trustee or the change of
name of a trustee, if material.

For these purposes, any event described in the immediately preceding paragraph (12) is
considered to occur when any of the following occur: the appointment of a receiver, fiscal
agent, or similar officer for the District in a proceeding under the United States Bankruptcy Code
or in any other proceeding under state or federal law in which a court or governmental authority
“has assumed jurisdiction over substantially all of the assets or business of the District, or if such
jurisdiction has been assumed by leaving the existing governing body and officials or officers in
possession but subject to the supervision and orders of a court or governmental authority, or the
entry of an order confirming a plan of reorganization, arrangement, or liquidation by a court or
governmental authority having supervision or jurisdiction over substantially all of the assets or
business of the District.

The District shall notify the MSRB, in a timely manner, of any failure by the District to
provide financial information or operating data in accordance with this Section by the time
required by this Section.

(d) Filings with the MSRB. All financial information, operating data, financial
statements, notices, and other documents provided to the MSRB in accordance with this
Section shall be provided in an electronic format prescribed by the MSRB and shall be
accompanied by identifying information as prescribed by the MSRB.

(e) Limitations, Disclaimers and Amendments. The District shall be obligated to
observe and perform the covenants specified in this Section with respect to the District and the
Bonds while, but only while, the District remains an "obligated person" with respect to the Bonds
within the meaning of the Rule, except that the District in any event will give the notice required
by subsection (c) hereof of any Bond calls and/or defeasances that cause the District to no
longer be such an "obligated person".
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The provisions of this-Section are for the sole bengfit of the Holders and beneficial
owners of the Bonds, and nothing in this Section, express or implied, shall give any benefit or
any legal or equitable right, remedy, or claim hereunder to any other person. The District
undertakes to provide only the financial information, operating data, financial statements, and
notices which it has expressly agreed to provide pursuant to this Section and does not hereby
undertake to provide any other information that may be relevant or material to a complete
presentation of the financial results, condition, or prospects of the District or the State of Texas
or hereby undertake to update any information provided in accordance with this Section or
otherwise, except as expressly provided herein. The District does not make any representation
or warranty concerning such information or its usefulness to a decision to invest in or sell Bonds
at any future date.

UNDER NO CIRCUMSTANCES SHALL THE DISTRICT BE LIABLE TO THE HOLDER
OR BENEFICIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN CONTRACT OR
TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART FROM ANY BREACH BY THE
DISTRICT, WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS PART, OF ANY
COVENANT SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND REMEDY OF ANY
SUCH PERSON, IN CONTRACT OR TORT, FOR OR ON ACCOUNT OF ANY-SUCH BREACH
SHALL BE LIMITED TO AN ACTION FOR MANDAMUS OR SPECIFIC PERFORMANCE.

No default by the District in observing or performing its obligations under this Section
shall constitute a breach of or defau!t under this Order for purposes of any other provision of this
Order. : .

Nothing in this Section is intended or shall act to disclaim, waive, or otherwnse limit the
duties of the District under federal and state securities laws.

Notwithstanding anything herein to the contrary, the provisions of this Section may be
amended by the District from time to time to adapt to changed circumstances resulting from a
change in legal requirements, a change in law, or a change in the identity, nature, status, or
type of operations of the District, but only if (1) the provisions of this Section, as so amended,
would have permitted an underwriter to purchase or sell Bonds in the primary offering of the
Bonds in compliance with the Rule, taking into account any amendments or interpretations of
the Rule to the date of such amendment, as well as such changed circumstances, and (2) either
(a) the Holders of a majority in aggregate principal amount (or any greater amount required by
any other provision of this Order that authorize$ such an amendment) of the Outstanding Bonds
consent to such amendment or (b) a Person that is unaffiliated with the District (such as
nationally recognized bond counsel) determines that such amendment will not materially impair
the interests of the Holders and beneficial owners of the Bonds. The provisions of this Section
may also be amended from time to time or repealed by the District if the SEC amends or
repeals the applicable provisions of the Rule or a court of final jurisdiction determines that such
provisions are invalid, but ‘only if and to the extent that reservation of the District's right to do so
would not prevent underwriters of the initial public offering of the Bonds from lawfully purchasing
or selling Bonds in such offering. If the District so amends the provisions of this Section, it shall
include with any amended financiai information or operating data next provided in accordance
with subsection (b) an explanation, in narrative form, of the reasons for the amendment and of
the impact of any change in the type of financial information or operating data so provided.

SECTION 40: Further Procedures. Any one or more of the President, Vice President

and Secretary of the Board of Directors, the General Manager and Finance Manager of the
District are hereby expressly authorized, empowered and directed from time to time .and at any
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time to do and perform all such acts and things and to execute, acknowledge and deliver in the
name and on behalf of the District all agreements, instruments, certificates or other documents,
whether mentioned herein or not, as may be necessary or desirable in order to carry out the
terms and provisions of this Order and the issuance of the Bonds. In addition, prior to the initial
delivery of the Bonds, the President and Vice President of the Board of Directors, the General
Manager, Finance Manager or Bond Counsel to the District are each hereby authorized and
directed to approve any changes or corrections to this Order or to any of the documents
authorized and approved by this Order. (i) in order to cure any ambiguity, formal defect, or
omission in the Order or such other document; or (ii) as requested by the Attorney General of
the State of Texas or his representative to obtain the approval of the Bonds by the Aftorney
General. In the event that any officer of the District whose signature shall appear on any
document shall cease to be such officer before the delivery of such document, such signature
nevertheless shall be valid and sufficient for all purposes the same as if such officer had
remained in office until such delivery.

SECTION 41: [ncorporation of Findings and Determinations. The findings and
determinations of the Board of Directors of the District contained in the preamble hereof are
hereby incorporated by reference and made a part of this Order for all purposes as if the same
were restated in full in this Section.

SECTION 42: No Recourse Against District Officials. No recourse shall be had for the
payment of principal of, premium, if any, or interest on any Bond or for any claim based thereon
or on this Order against any official of the District or any person executing any Bond.

SECTION 43: Public Meeting. It is officially found, determined, and declared that the
meeting at which this Order is adopted was open to the public and public notice of the time,
place, and subject matter of the public business to be considered at such meeting, including this
Order, was given, all as required by Texas Government Code, Chapter 551, as amended, and
Texas Water Code, Sections 49.063 and 49.064, as amended.

SECTION 44: Effective Date. This Order shall be in force and effect from and after its
passage on the date shown below.

[Remainder of page left blank intentionally]
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PASSED AND ADOPTED, this January 20, 2015.

’ TROPHY CLUB MUNICIPAL UTILITY
DISTRICT NO. 1

(S

President, &Zard of Directors

ATTEST:

e

Secretary, Board of Directors
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EXHIBIT A
PAYING AGENT/REGISTRAR AGREEMENT
See Tab 7
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EXHIBIT B
'DESCRIPTION OF ANNUAL FINANCIAL INFORMATION AND OPERATING DATA

Information and Data

The following; information and data with respect to the District referred to in Section 39 of
this Order are the quantitative financial information and operating data specified and included in
the Appendix or under the headings of the Official Statement referred to below:

1. The financial statements of the District appended to the Official
Statement as Appendix'D for the most recently concluded fiscal year.

2. The information in Tables 1, 2, 3, 4, 5, 8, 9 and 10 of Appéndix A
to the Official Statement.

Accounting Principles

-

The accounting principles referred to in such Section with respect to the District are the
accounting principles described in the Bonds to the financial statements referred to in
paragraph 1 above.
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PAYING AGENT/REGISTRAR AGREEMENT

THIS AGREEMENT is entered into as of January 20, 2015 (this "Agreement”), by and
between BOKF, NA dba Bank of Texas, a banking association duly organized and existing
under the laws of the United States of America, or its successors (the "Bank") and the Trophy
Club Municipal Utility District No. 1 (the "Issuer"),

RECITALS

WHEREAS, the Issuer has duly authorized and provided for the issuance of its "Trophy
Club Municipal Utility District No. 1 Water and Sewer System Revenue Bonds, Series 2015" (the
"Securities"), dated February 1, 2015, which Securities scheduled to be delivered to the initial
purchasers on or about February 17, 2015; and

WHEREAS, the Issuer has selected the Bank to serve as Paying Agent/Registrar in
connection with the payment of the principal of, premium, if any, and interest on said Securities
and with respect to the registration, transfer and exchange thereof by the registered owners
thereof; and

WHEREAS, the Bank has agreed to serve in such capacities for and on behalf of the
Issuer and has full power and authority to perform and serve as Paying Agent/Registrar for the
Securities;

NOW, THEREFORE, it is mutually agreed as follows:

ARTICLE ONE
APPOINTMENT OF BANK AS PAYING AGENT AND REGISTRAR

Section 1.01: Appointment. The Issuer hereby appoints the Bank to serve as Paying
Agent with respect to the Securities, and, as Paying Agent for the Securities, the Bank shall be
responsible for paying on behalf of the Issuer the principal, premium (if any), and interest on the
Securities as the same become due and payable to the registered owners thereof; all in
accordance with this Agreement and the "Bond Resolution" (hereinafter defined). The Issuer
hereby appoints the Bank as Registrar with respect to the Securities and, as Registrar for the
Securities, the Bank shall keep and maintain for and on behalf of the Issuer books and records
as to the ownership of said Securities and with respect to the transfer and exchange thereof as
provided herein and in the Bond Resolution.

The Bank hereby accepts its appointment, and agrees to serve as the Paying Agent and
Registrar for the Securities.

Section 1.02: Compensation. As compensation for the Bank’s services as Paying
Agent/Registrar, the Issuer hereby agrees to pay the Bank the fees and amounts set forth in
Annex A attached.

In addition, the Issuer agrees to reimburse the Bank upon its request for all reasonable
expenses, disbursements and advances incurred or made by the Bank in accordance with any
of the provisions hereof (including the reasonable compensation and the expenses and
disbursements of its agents and counsel).
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ARTICLE TWO
DEFINITIONS

Section 2.01: Definitions. For all purposes of this Agreement except as otherwise
expressly provided or unless the context otherwise requires:

"Acceleration Date" on any Security means the date on and after which
the principal or any or all installments of interest, or both, are due and payable on
any Security which has become accelerated pursuant to the terms of the
Security.

"Bank Office" means the designated office of the Bank at the address
shown in Section 3.01,

. "Bond Resolution” means the resolution, order, or ordinance of the
governing body of the Issuer pursuant to which the.Securities are issued, as the
same may be amended or modified, including any pricing certificate related
thereto, certified by the secretary or any other officer of the Issuer and delivered
to the Bank.

"Holder" and "Security Holder" each means the Person in whose name a ‘
Security is registered in the Security Register.

"Person” means any individual, corporation, partnership, joint venture,
association, joint stock company, trust, unincorporated organization or
dovernment or any agency or political subdivision of a government.

"Predecessor Securities" of any particular Security means every previous
Security evidencing all or a portion of the same obligation as that evidenced by
such particular Security (and, for the purposes of this definition, any mutilated,
lost, destroyed, or stolen Security for which a replacement Security has been
registered and delivered in lieu thereof pursuant to Section 4.06 hereof and the
Bond Resolution).

"Redemption’ Date", ‘when used with respect to any Security to be
redeemed, means the date fixed for such redemption pursuant to the terms of the
. Bond Resolution,

"Responsible Officer”, when used with respect to the Bank, means the

Chairman or Vice-Chairman of the Board of Directors, the Chairman or

Vice-Chairman of the Executive Committee of the Board of Directors, the

¥ President, any Vice President; the Sécretary, any Assistant Secretary, the

Treasurer, any Assistant Treasurer, the Cashier, any Assistant Cashier, any

Trust Officer or Assistant Trust Officer, or any other officer of the Bank

customarily performing functions similar to those performed by any of the above

designated officers and also means, with respect to a particular corporate trust

matter, any other officer to whom such matter:is referred because of his
knowledge of and familiarity with the particular subject.

"Security Register” means a register maintained by the Bank on behalf of
the Issuér providing for the registration and transfers of Securities. .
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"Stated Maturity" means the date specified in the Bond Resolution the
principal of a Security is scheduled to be due and payable.

Section 2.02: Other Definitions. The terms "Bank," “Issuer," and "Securities
(Security)" have the meanings assigned to them in the recital paragraphs of this Agreement.

The term "Paying Agent/Registrar" refers to the Bank in the performance of the duties
and functions of this Agreement.

ARTICLE THREE
PAYING AGENT

Section 3.01. Duties of Paying Agent. As Paying Agent, the Bank shall pay, provided
adequate collected funds have been provided to it for such purpose by or on behaif of the
Issuer, on behalf of the Issuer the principal of each Security at its Stated Maturity, Redemption
Date or Acceleration Date, to the Holder upon surrender of the Security to the Bank at the
following address:

Bank of Texas Corporate Trust Services
111 Fillmore Avenue East
St. Paul, MN 55107-1402

As Paying Agent, the Bank shall, provided adequate collected funds have been provided
to it for such purpose by or on behalf of the Issuer, pay on behalf of the issuer the interest on
each Security when due, by computing the amount of interest to be paid each Holder and
making payment thereof to the Holders of the Securities (or their Predecessor Securities) on the
Record Date (as defined in the Bond Resolution). All payments of principal and/or interest on
the Securities to the registered owners shall be accomplished (1) by the issuance of checks,
payable to the registered owners, drawn on the fiduciary -account provided in Section 5.05
hereof, sent by United. States mail, first class postage prepaid, to the address appearing on the
Security Register or (2) by such other method, acceptable to the Bank, requested in writing by
the Holder at the Holder’s risk and expense.

Section 3.02: Payment Dates. The Issuer hereby instructs the Bank to pay the
principal of and interest on the Securities on the dates specified in the Bond Resolution.

ARTICLE FOUR
REGISTRAR

Section 4.01: Security Register - Transfers and Exchanges. The Bank agrees to
keep and maintain for and on behalf of the Issuer at the Bank Office books and records (herein
sometimes referred to as the "Security Register") for recording the names and addresses of the
Holders of the Securities, the transfer, exchange and replacement of the Securities and the
payment of the principal of and interest on the Securities to the Holders and containing such
other information as may be reasonably required by the Issuer and subject to such reasonable
regulations as the Issuer and Bank may prescribe. All transfers, exchanges and replacement of
Securities shall be noted in the Security Register.

Every Security surrendered for transfer or exchange shall be duly endorsed or be
accompanied by a written instrument of transfer, the signature on which has been. guaranteed’
by an officer of a federal or state bank or a member of the National Association of Securities
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Dealers, in a form satisfactory to the Bank and duly executed by the Holder thereof or his agent
duly authorized in writing.

The Bank may requést any supporting documentation it feels necessary to effect a
re-registration, transfer or exchange of the Securities.-

To the extent possible and urider reasonable circumstances, the Bank agrees that, in
relation to an exchange or transfer of Securities, the exchange or transfer by the Holders thereof
will be completed and new Securities delivered to the Holder or the assignee of the Holder in
not more than three (3) business days after the receipt of the Securities to be cancelled in an .
exchange or transfer and the written instrument of transfer or request for exchange duly
executed by the Holder, or his duly authorized agent, in form and manner satisfactory to the
Paying Agent/Registrar.-

Section 4.02: Securities. The Issuer shall provide an adequate inventory of printed
Securities when needed to facilitate transfers or exchanges thereof. The Bank covenants that
the inventory of printed Securities will be kept in safekeeping pending their use and reasonable
care will be exercised by the Bank in maintaining such Securities in safekeeping, which shall be
not less than the care maintained by the Bank for debt securities of other governments or
corporations for which it serves as registrar, or that is maintained for its own securities.

Section 4.03: Form of Security Register. The Bank, as Registrar, will maintain the
Security Register relating to the registration, payment, transfer and exchange of the Securities
in accordance with the Bank’s general practices and procedures in effect from time to time. The
Bank shall not be obligated to maintain such Security Register in any form other than those
which the Bank has currently available and currently utilizes at the time. i '

The Security Register may be maintained in written fofm or in any other form capable of
being converted into written form within a reasonable time.

Section 4.04: List of Security Holders. The Bank will provide the Issuer at any time
requested by the Issuer, upon payment of the required fee, a copy of the information contained
in the Security Register. The Issuer may also inspect the information contained in the Security
Reqgister at any time the Bank is customarily open for business, provided that reasonable time is
allowed the Bank to providé an up-to-date Iisting or to convert the information inté written form.

The Bank will fot release or disclose the contents of the Security Register to any person
other than to, or at the written request of, an authorized officer or employee of the Issuer, except
upon receipt of a court order or as otherwise required by law. Upon receipt of a court order and
prior to the release or disclosure of the contents of the Security Register, the Bank will notify the
Issuer so that the lssuer may contest the’ court order or such release-or dlsclosure of the
contents of the Security Register.

. Section 4.05: Return of Cancelled Securities. The Bank will, at such reasonable
intervals as it determines, surrender to the Issuer, all Securities in lieu of which or in exchange
for which other Securities have been tssued or which have been paid.

Section 4.06: Mutilated, Destroyed, Lost or Stolen Securities. The Issuer hereby
instructs the Bank, subject to the provisions of the Bond ‘Resolution, to deliver and issue
Securities in exchange for or in lieu of mutilated, destroyed, lost, or stolen Securities as long as
the same does not result in an overissuance.

41431671,1/11411680 4
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In case any Security shall be mutilated, destroyed, lost or stolen, the Bank may execute
and deliver a replacement Security of like form and tenor, and in the same denomination and
bearing a number not contemporaneously outstanding, in exchange and substitution for such
mutilated Security, or in lieu of and in substitution for such mutilated, destroyed, lost or stolen
Security, only upon the approval of the Issuer and after (i} the filing by the Holder thereof with
the Bank of evidence satisfactory to the Bank of the destruction, loss or theft of such Security,
and of the authenticity of the ownership thereof and (i) the furnishing to the Bank of
indemnification in an amount satisfactory to hold the Issuer and the Bank harmless. All
expenses and charges associated with such indemnity and with the preparation, execution and
delivery of a replacement Security shall be bome by the Holder of the Security mutilated,
destroyed, lost or stolen.

Section 4.07: Transaction Information to Issuer. The Bank will, within a reasonable
time after receipt of written request from the Issuer, furnish the Issuer information as to the
Securities it has paid pursuant to Section 3.01, Securities it has delivered upon the transfer or
exchange of any Securities pursuant to Section 4.01, and Securities it has delivered in
exchange for or in lieu of mutilated, destroyed, lost, or stolen Securities pursuant to
Section 4.06. ’

ARTICLE FIVE
THE BANK

Section 5.01: Duties of Bank. The Bank undertakes to perform the duties set forth
herein and agrees to use reasonable care in the performance thereof.

Section 5.02: Reliance on Documents, Etc.

(a) The Bank may conclusively rely, as to the truth of the statements and
correctness of the opinions expressed therein, on certificates or opinions furnished to the Bank,

(b) | The Bank shall not be liable for any error of judgment made in good faith by a
Responsible Officer, unless it shall be proved that the Bank was negligent in ascertaining the
pertinent facts.

(c) No provisions of this Agreement shall require the Bank to expend or risk its own
funds or otherwise incur any financial liability for performance of any of its duties hereunder, or
in the exercise of any of its rights or powers, if it shall have reasonable grounds for believing
that repayment of such funds or adequate indemnity satisfactory to it against such risks or
liability is not assured to it.

(d) The Bank may rely and shall be protected in acting or refraining from acting upon
any resolution, certificate, statement, instrument, opinion, report, notice, request, direction,
consent, order, bond, note, security or other paper or document believed by it to be genuine and
to have been signed or presented by the proper party or parties. Without limiting the generality
of the foregoing statement, the Bank need not examine the ownership of any Securities, but is
protected in acting upon receipt of Securities containing an endorsement or instruction of
transfer or power of transfer which appears on its face to be signed by the Holder or an agent
of the Holder. The Bank shall not be bound to make any investigation into the facts or matters
stated in a resolution, certificate, statement, instrument, opinion, report, notice, request,
direction, consent, order, bond, note, security or other paper or document supplied by the
Issuer.

41431671.1/11411680 5
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) The Bank may consult with counsel, and the written advice of such counsel or
any opinion of counsel shall be full and complete authorization and protection with respect to
any action taken, suffered, or omitted by it hereunder in good faith and in reliance thereon.

)] The Bank may exercise any of the powers hereunder and perform any duties
hereunder either directly or by or through agents or attorneys of thé Bank. -

Section 5.03: Recitals of Issuer. The recitals contained herein with respect to the
Issuer and in the Securities shall be taken as the statements of the Issuer, and the Bank
assumes no responsibility for their correctness.

The Bank shall in no event be liable to the'issuer, any Holder or Holders of any Security,
or any other Person for any amount due on any Security from its own funds.

Section 5.04: May Hold Securities. *The Bank, in its individual or any other capacity,
may become the owner or pledgee of Securities and may otherwise deal with the Issuer with the
same rights it would have if it were not the Paying Agent/Registrar, or any other agent.

Section 5.05: Moneys Held by Bank - Fiduciary account/Collateralization. A
fiduciary account shall at all times be kept and maintained by the Bank for the receipt,
safekeeping, and disbursement of moneys received from the Issuer hereunder for the payment
of the Securities, and money deposited to the credit of such account until paid to the Holders of
the Securities shall-be continuously collateralized by securities or obligations which qualify and
are eligible under both the laws of.the State of Texas and the laws of the United States of
America to secure and be pledged as collateral for fiduciary accounts to the extent such money
is not insured by the Federal Deposit Insurance Corporation. Payments made from such
fiduciary account.shall be-made by check drawn on such account unless the owner of the
Securities shall, at its own expense and risk; request such other medium payment.

The Bank is not obligated to pay mterest on any money received by it under this
Agreement. . "

Subject to the applicable unclaimed property laws of the State of Texas, any money
deposited with the Bank for the payment of the principal, premium (if any), or interest on any
Security and remaining unclaimed for three years after final maturity of the Security has become
due and payable will be paid by the Bank to the Issuer, and the Holder of such Security shall
thereafter look only to the Issuer for payment thereof, and all liability. of the Bank with respect to
such moneys shall thereafter cease. -

Section 5.06: Indemnification. To the extent permitted by law, the Issuer agrees to
indemnify the Bank, its directors, officers and employees, for, and hold it harmiess against, any
loss, liability, or expense incurred without negligence or bad faith on its part, arising out of or in
connection with its acceptance or administration of its duties hereunder, including the cost and
expense against any claim or liability in connection with the exercise or performance of any of
its powers or duties under this Agreement.

Section 5.07: lntergleade The Issuer and the Bank agree that the Bank may seek
adjudlcaﬂon of any adverse claim, demand, or controversy over its person as well as funds on
deposit, in either a Federal or State District Court located in the State and County where the
administrative offices of the Issuer is located, and agree that service of process by certified or
registered mail, refurn receipt requested, to the address referred to in Section 6.03 of this

41431671.1/11411680 5]
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Agreement shall constitute adequate service. The Issuer and the Bénk further agree that the
Bank has the right to file a Bill of Interpleader in any court of competent jurisdiction in the State
of Texas to determine the rights of any Person claiming any interest herein.

Section 5.08: DTC Services. It is hereby represented and warranted that, in the event
the Securities are otherwise qualified and accepted for "Depository Trust Company" services or
equivalent depository trust services by other organizations, the Bank has the capability and, to
the extent within its control, will comply with the "Operational Arrangements”, which establishes
requirements for securities to be eligible for such type depository trust services, including, but
not limited to, requirements for the timeliness of payments and funds availability, transfer
turnaround time, and notification of redemptions and calls.

ARTICLE SIX
MISCELLANEOUS PROVISIONS

Section 6.01: Amendment. This Agreement may be amended only by an agreement in
writing signed by both of the parties hereto.

Section 6.02: Assignment. This Agreement may not be assigned by either party
without the prior written consent of the other.

Section 6.03: Notices. Any request, demand, authorization, direction, notice, consent,
waiver, or other document provided or permitted hereby to be given or furnished to the Issuer or
the Bank shall be mailed or delivered to the Issuer or the Bank, respectively, at the addresses
shown on the signature page hereof.

Section 6.04. Effect of Headings. The Article and Section headings herein are for
convenience of reference only and shall not affect the construction hereof.

Section 6.05. Successors and Assigns. All covenants and agreements herein by the
Issuer shall bind its successors and assigns, whether so expressed or not.

Section 6.06: Severability. In case any provision herein shall be invalid, illegal, or
unenforceable, the validity, legality, and enforceability of the remaining provisions shall not in
any way be affected or impaired thereby.

Section 6.07: Benefits of Agreement. Nothing herein, express or implied, shall give to
any Person, other than the parties hereto and their successors hereunder, any benefit or any
legal or equitable right, remedy, or claim hereunder.

Section 6.08: Entire Agreement. This Agreement and the Bond Resolution constitute
the entire agreement between the parties hereto relative to the Bank acting as Paying
Agent/Registrar and if any conflict exists between this Agreement and the Bond Resolution, the
Bond Resolution shall govern.

Section 6.09: Counterparts. This Agreement may be executed in any number of
counterparts, each of which shall be deemed an original and all of which shall constitute one
and the same Agreement.

Section 6.10: Termination. This Agreement will terminate (i) on the date of final
payment of the principal of and interest on the Securities to the Holders thereof or (i) may be
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earlier terminated by either party upon sixty (60) days written notice; provided, however, an
early termination of this Agreement by either party shall not be effective until (a) a successor
Paying Agent/Registrar has been appointed by the Issuer and such appointment accepted and
(b) notice given to the Holders of the Securities of the appointment of a successor Paying
Agent/Registrar. Furthermore, the Bank and Issuer mutually agree that the effective date of an
early termination of this Agreement shall not occur at any time which would disrupt, delay or
otherwise adversely affect the payment of the Securities.

The resigning Paying Agent/Registrar may petition any court of competent jurisdiction for
the appointment of a successor Paying Agent/Registrar if an instrument of acceptance by a
successor Paying Agent/Registrar has not been delivered to the resigning Paying
Agent/Registrar within sixty (80) days after the giving of such notice of resignation.

Upon an early terrination of this Agreement, the Bank agrees to promptly transfer and
deliver the Security Register (or a copy thereof), together with other pertinent books and records
relating to the Securities, to the successor Paying Agent/Registrar designated and appointed by
the Issuer. .

Section 6.11: Governing Law. This Agreement shall be construed in accordance with
and governed by the laws of the State of Texas.

[remainder of page left blank intentionally]
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IN WITNESS WHEREQF, the parties hereto have executed this Agreement as of the
day and year first above written.

BOKF, NA, dba Bank of Texas

By:é ; é o

. JOSEA R.
Title: cgpnpssnmf

Address; 100 Congress Avenue, Suite 250
Austin, Texas 78701

Attest:
Title: Trust Officer

TROPHY CLUB MUNICIPAL UTILITY

DISTRICT NOZ\

President/Board of Directors
Address: 100 Municipal Drive
Trophy Club, Texas 76262

Attest:

E S

Secretary, Board of Directors

41431671.1/11411680 Signature page to Paying Agent/Registrar Agreement
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ANNEX A

& BANK OF TEXAS

$9,230,000
TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
WATER AND SEWER SYSTEM REVENUE BONDS, SERIES 2015

PAYING AGENT/REGISTRAR

Schedule of Fees
Acceptance Fee: $0
Annual Administration Fee: $400.00

(Billed Semi-Annually @ $200.00 w/ Debt Service)

For ordinary administration services by Paying Agent /Registrar — includes daily.
routine account management ; investment transactions; cash transaction processing
in accordance with the agreement ; and mailing of trust account statements to
all applicable parties. Float credit received by the bank for receiving funds
that remain uninvested are deemed part of the Paying Agent’s compensation.

Call or Redemption of Bonds At Cost
Cost includes distribution to holders of record, redemptlon processing and notification
through EMMA. Any and all publication expenses including Bond Buyer, Regional and
Financial Periodicals for the call notice will be billed to the Issuer at cost.

Charges for performing extraordinary or other services not contemplated.at the
time of the execution of the transaction or not specifically covered elsewhere in
this schedule will be determined by appraisal in the amounts commensurate with
the service provided. Counsel fees, if ever retained as a result of a default, or other
extraordinary occurrences on behalf of the bondholders or Bank of Texas, will be
billed at cost.

Services not included in this Fee Schedule, but deemed necessary or desirable by
you, may be subject to additional charges. Our proposal is subject in all
aspects to review and acceptance of the final financing documents which sets
forth our duties and responsibilities.

Jose Gaytan

Vice President

Tel: 512.813.2002

Fax: 512.813.2020
JGaytan@bankofiexas.com

Bank of Texas

Corporate Trust Services
100 Congress Avenue
Suite 250,

Austm, X 78701

TCMUD006001
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OFFICIAL BID FORM

President and Board of Directors January 20, 2015

Trophy Club Municipal Utility District No. 1
100 Municipal Drive
Trophy Club, Texas 76262

Gentlemen:
Reference is made to your Official Notice of Sale and Preliminary Official Statement dated January 12, 2015 of $8,230,000*
Trophy Club Municipal Utility District No. 1 Water and Sewer System Revenue Bonds, Series 2015, both of which constitute

a part hereof.
For your legally issued Bonds, as described in said Official Notice of Sale and Preliminary Official Statement, we will pay you

a price $9,230,000 (100% of the par value) plus accrued interest from their Dated Date to the date of delivery to us, plus a
cash premium of § {not to exceed $5,000) for Bonds maturing September 1 and bearing interest as follows.

Stated Stated Stated
Maturity  Principal  Interest Maturity  Principal Interest Maturity Principal Interest
Due 9-1 Amount Rate Due 9-1 Amount Rate Due 9-1 Amount Rate

2016 $210,000 Q.00 % 2023 $420,000 .02 % 2030* $525,000 3.0 %
2017 365000 _Jd.pp %] 2024 435000 _31.29 % 2031* 545000 3.0 %
2018 375000 .08 % 2025 450,000 _2 XS % 2032* 565,000 09 Y
2019 380,000 _R.00 % 2026 * 460.000 .82 % 2033* 585.000 1.92 %
2020 390,000 .00 % 2027 * 475000 250 % 2034* 810,000 3,128 %

2021 400000 _2.60 % 2028* 490000 2.5 % 2035" 630,000 LNSB%
2022 410,000 _m.2o %) 2029 510000 _2.75"% |

*  Maturities available for term bonds.

Of the principal maturities set forth in the table above, we have created term bonds as indicated in the following table (which
may include multiple term bonds, one term bond, or no term bond if none s indicated). For those years which have been
combined into a term bond, the principal amount shown in the table above will be the mandatory sinking fund redemption
amounts in such years except that the amount shown in the year of the term bond maturity date will mature in such year.

The term bonds created are as follows:

Term Bond Maturity Year of First Principal Amount Interest
Date September 1 Mandato edemption of Term Bond Rate

Our caiculation (which is not part of this bid) of the net interest cost in accordance with the above bid is:
%

NET INTEREST COST

ADJUSTMENT OF INITIAL PRINCIPAL AMOUNTS: The District reserves the right to increase or decrease the principal
(maturity} amount of any maturity of the Bonds, including the elimination of a maturity or matunties, provided, however, that
the aggregate principal (denominational) amount of the Bonds shall not exceed $9,230,000. Notice of any such changes

shall be given to the successful bidder as soon as practicable foliowing the notification of award, as described below, and this
Notice of Sale may be amended at the sole discretion of the District to reflect such increase or decrease. The District will

atternpt to maintain total underwriter spread when adjusting maturities _No such adjustment will have_the effect of aitering

the basis upon which the best bid is determined, The successful bidder may not withdraw its bids or change the rates bid or

any initial reoffering prices as a result of any changes made to the principal (denominational} amounts.

being insured by

The bid of the undersigned is submitted on the basis of the folilowing maturities
at a premium of $ to be paid by the Purchaser. (See "MUNICIPAL

BOND INSURANCE " page vi of the Official Notice of Sale.)

By accepting this bid, we understand the District will provide the copies of the Final Official Statement and of any
amendments or supplements thereto in accordance with the Official Notice of Sale, and will cooperate to pemnit the
undersigned to comply with Ruie 15¢2-12 of the Securities and Exchange Commission.

* Preliminary, subject to change.

TCMUD006002
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The [nitial Bond(s) shall be registered in the name of {Syndicate Manager), which
will upon payment for the Bonds, be canceled by the Paying Agent/Registrar. The Bonds will then be registered in the name
of Cede & Co. (DTC's partnership nominee), under the Book-Entry-Only System. We will advise the DTC of registration
instructions at least five business days prior to the date set for Initial Delivery.

Cashier's Check of the 3 Bank, , in the amount of $184,600 which
represents our Good Faith Deposit (is attached hereto) or (has been made available to you prior to the opening of this bid),
and s submitted in accordance with the terms as set forth in the Official Notice of Sale. Upon delivery of the Bonds, said
check shalf be returned to the Purchaser of the Bonds. - .

We agree to accept delivery of the Initial Bond(s) through DTC and make payment for the Initial Bond(s) in immediately
available funds at BOKF, NA dba Bank of Texas, Austin, Texas, no later than 10:00 A.M., Central Standard Time, on
February 17, 2015, or thereafter on the date the (nitial Bond(s) are téndered for defivery, pursuant to the terms set forth in the
Official Notice of Sale. ' :

The undersigned agrees to oomplete: 'execute and deliver to the District by the date of detivery of the Bonds, a certificate
relating to the "issue price” of the Bonds in the form and to the effect attached to or accompanying the Official Notice of Sale,
with such changes thereto as may be acceptable to the Bond Counsel for the Issuer.

¥

(Syndicate Member?% Respectfully submitted,
Y e .
B Loz o Faen
~ 74
NONE * By /’_’lé/”/__:t)

- Autharized Representative
EPTAN LAUSE
THE ABOVE AND FOREGOING BID IS IN ALL THINGS HEREBY ACCEPTED this 20th day of January, 2015 by the Board

of Directors of the Trophy Club Municipal Utility District No. 1. /\
- J A
Board Presﬁ(
ATTEST: Trophy Club Municipai Utility Di_stn‘ct No. 1
+ L}
Board Secretary
Trophy Club Municipal Utllity District No. 1
y q TCMUD006003
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PARITY Bid Form Page 1 of 2

| Upcoming Calendar || Overview || Resuit || Excel |

Raymond James & Associates, Inc. - Dallas, TX - Dallas , TX's B@‘R’T’?

Bid ST -
Trophy Club MUD #1
$9,230,000 Water and Sewer System Revenue Bonds,
Series 2015

For the aggregate principal amount of $9,230,000.00, we will pay you $9,234,615.00, plus accrued interest from
the date of issue to the date of delivery. The Bonds are to bear interest at the following rate(s):

Maturity Date]Amount $|Coupon %|Yield %|Dollar Price|Bond Insurancel
09/01/2016 | 210M | 2.0000 [0.5000{ 102.296
09/01/2017 | 365M | 2.0000 |0.7500] 103.437
09/01/2018 | 375M | 2.0000 |1.0000] 103.468
09/01/2018 | 380M { 2.0000 {1.1500{ 103.748
09/01/2020 | 390M | 2.0000 }{1.3500{ 103.457
09/01/2021 | 400M | 2.0000 |1.5000} 103.102
09/01/2022 | 410M | 2.0000 |1.7000] 102.114
09/01/2023 | 420M | 2.0000 }1.8000} 101.576
09/01/2024 | 435M | 2.0000 }1.9000| 100.868
09/01/2025 | 450M | 2.2500 }2.0500] 101.805
09/01/2026 | 460M | 2.5000 |{2.3750] 101.110
09/01/2027 | 475M | 2.5000 }2.4500] 100.442
09/01/2028 | 490M | 2.7500 12.5500| 101.760
09/01/2029 { 510M | 2.7500 }2.6500} 100.875
09/01/2030 | 525M | 3.0000 |2.8000} 101.739
09/01/2031 | 545M [ 3.0000 [2.9000( 100.864
09/01/2032 | 565M | 3.0000 }3.0000| 100.000
09/01/2033 | 585M | 3.0000 |3.1500] 97.904
09/01/2034 | 610M | 3.1250 }3.2500} 98.201
09/01/2035 | 630M | 3.2500 ]3.3500| 98.522

Total Interest Cost: $3,113,951.04
Premium: $4,615.00
Net Interest Cost; $3,109,336.04
NIC: 2.747876
Total insurance Premium; $0.00

Time Last Bid Received On:01/20/2015 10:58:28 CST

This proposal is made subject to all of the terms and conditions of the Official Bid Form, the Official Notice of Sale,
and the Preliminary Official Statement, all of which are made a part hereof.

Bidder:  Raymond James & Associates, Inc,, Dallas , TX

Contact: Randall Hawkins
Title:

https://www.newissuchome.i-deal.com/Parity/asp/main.asp?frame=content&page=parityBi... 1/20/2015
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PARITY Bid Form Page 2 of 2

Telephone:214-365-5546

Fax:
Issuer - Trophy Club Municipat Utility District No.  Company
Name: 1 Name:
g;:cepted M%’M Accepted By: K Z C———
Date: %AM 20 20| - Date:

© 1981-2002 i-Deal LLC, Al rights resetved, Trademarks

«

" -

https://www.newissuehome.i-deal.com/Parity/asp/main.asp?frame=content&page=parityBi... 1/20/2015
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OFFICIAL NOTICE OF SALE, BID FORM
and
PRELIMINARY OFFICIAL STATEMENT

$9,230,000

TROPHY CLUB
MUNICIPAL UTILITY DISTRICT NO. 1

(A Political Subdivision of the State of Texas
Located in Denton and Tarrant Counties)

Water and Sewer System Revenue Bonds
Series 2015

The District will designate the Bonds as
“QUALIFIED TAX EXEMPT OBLIGATIONS”.

Bids Due
Tuesday, January 20, 2015
at
11:00 A.M., Central Standard Time

TCMUD006006
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This Official Notice of Sale does not alone constitute an invitation for bids but is merely notice of sale of the Bonds described
herein. The invitation for bids on such Bonds is being made by means of this Official Notice of Sale, the Official Bid Form and the
Preliminary Official Statement.

OFFICIAL NOTICE OF SALE
Dated: January 12, 2015

$9,230,000*
TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
WATER AND SEWER SYSTEM REVENUE BONDS
SERIES 2015

BONDS OFFERED FOR SALE AT COMPETITIVE BID: The Board of Directors (the “Board”) of the Trophy Club Municipal
Utility District No. 1 (the “District” or "Issuer") is offering for sale at competitive bid $9,230,000* Water and Sewer System
Revenue Bonds, Series 2015 (the "Bonds").

BIDS BY DELIVERY: Sealed bids, which must be submitted in duplicate on the Official Bid Form and plainly marked "Bid for
Bonds," are to be addressed to "The Board of Directors, Trophy Club Municipal Utility District No. 1,” and delivered prior to
11:00 A.M., Central Standard Time (“CST”) on Tuesday, January 20, 2015 to the District's Financial Advisor, Southwest
Securities, Inc. (“Southwest Securities”) at 1201 Elm Street, Suite 3500, Dallas, Texas 75270, Attention: Dan Almon. Bids
received after such specified time for their receipt will not be accepted and will be returned unopened.

BIDS BY INTERNET: Interested bidders should mail or email a Bid Form with original signatures to Dan Almon, Southwest
Securities, 1201 Elm Street, Suite 3500, Dallas, Texas 75270, prior to the date bids are to be received, and submit their bid
by electronic media, as described below, by 11: 00 A M., CST, on Tuesday, January 20, 2015.

Any prospective bidder that intends to submit an electronic bid must submit its electronic bid via the facilities of the Ipreo
Holdings LLC, PARITY System (“PARITY"). In the event of a malfunction in the electronic bidding process, bidders may submit

their bids by facsimile to 214-859-9475. Bids received after the scheduled time for their receipt will not be accepted.

The official time for the receipt of bids shall be the time maintained by PARITY. All electronic bids shall be deemed to
incorporate the provisions of the Official Notice of Sale, Official Bid Form and the Preliminary Official Statement. To the extent
that any instructions or directions set forth in PARITY conflict with this Official Notice of Sale, the terms of this Official Notice of
Sale shall control. For further information about the PARITY System, potential bidders may contact PARITY, c/o Ipreo Holdings
LLC, 1359 Broadway, New York, New York 10018, 212-849-5021.

An electronic bid made through the facilities of PARITY shall be deemed an irrevocable offer to purchase the Bonds on the
terms provided in the Official Notice of Sale, and shall be binding upon the bidder as if made by a signed sealed bid delivered to
the District. The District shall not be responsible for any malfunction or mistake made by, or as a result of the use of PARITY,
the use of such facilities being at the sole risk of the prospective bidder.

BIDS BY FACSIMILE: BIDS BY FACSIMILE WILL NOT BE ACCEPTED (except in the event of a malfunction in the electronic
bidding process, as described above).

BIDS BY TELEPHONE: BIDS BY TELEPHONE WILL NOT BE ACCEPTED.

PLACE AND TIME OF BID OPENING: The bids for the Bonds will be publicly reviewed at the office of the District's Financial
Advisor at 11:00 A.M., CST, on Tuesday, January 20, 2015.

AWARD AND SALE OF THE BONDS: The Board will meet at 6:00 P.M., CST, on Tuesday, January 20, 2015, and will take
action to reject all bids or award the sale of the Bonds pursuant to a bond order authorizing the sale of the Bonds (the “Order”).
The Issuer reserves the right to reject any or all bids and to waive any irregularities, except time of filing.

THE BONDS

DESCRIPTION OF CERTAIN TERMS OF THE BONDS: The Bonds will be dated February 1, 2015 (the ‘Dated Date”) with
interest payable initially on September 1, 2015 and semiannually on March 1 and September 1 thereafter until stated maturity or
prior redemption. The Bonds will be issued as fully-registered obligations in book-entry form only and when issued will be
registered in the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), New York, New York. DTC will
act as securities depository (the “Securities Depository”). Book-entry interests in the Bonds will be made available for purchase
in the principal amount of $5,000 or any integral multiple thereof. Purchasers of the Bonds (“Beneficial Owners”) will not receive
physical delivery of certificates representing their interest in the Bonds purchased. So long as DTC or its nominee is

* Preliminary, subject to change. See “CONDITIONS OF SALE - ADJUSTMENT OF INITIAL PRINCIPAL AMOUNTS” herein.
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the registered owner of the Bonds, the principal of and interest on the Bonds will be payable by BOKF, NA dba Bank of Texas,
Austin, Texas, to the Securities Depository, which will in turn remit such principal and interest to its Participants, which will in turn
remit such principal-and interest to the Beneficial Owners of the Bonds. (See “BOOK-ENTRY-ONLY SYSTEM’ in- the
Preliminary Official Statement.)

MATURITY SCHEDULE

The Bonds will be stated to mature on September 1 in each of the following years in the following amounts:

Stated Stated . Stated

‘Maturity  Principal Maturity Principal Maturity Principal

Due 9-1 Amount* Due 9-1 Amount* Due 9-1 Amount*
2016 $210,000 2023 $420,000 2030 $525,000
2017 365,000 2024 435,000 2031 545,000
2018 375,000 2025 450,000 2032 565,000
2019 380,000 2026 460,000 2033 585,000
2020 390,000 2027 475,000 2034 610,000
2021 400,000 2028 490,000 2035 630,000
2022 410,000 |° 2029 510,000

OPTIONAL REDEMPTION: The Issuer reserves the right to redeem the Bonds maturing on and after September 1, 2025, on
March 1, 2025, or any date thereafter, in whole or.in part, in principal amounts of $5,000 or any integral multiple thereof, at the |
redemption price of par plus accrued interest as further described herein. (See “THE BONDS - Redemption” in the Preliminary
Official Statement.)

l %

SERIAL BONDS AND/OR TERM BONDS: Bidders may provide that all of the Bonds be issued as serial maturities or may
provide that any two or more consecutive annual principal amounts for maturities 2025 through 2035 be combined into one or
more term bonds. X
MANDATORY SINKING FUND: I[f the successful bidder designates principal amounts to be combined into one or more term .
bonds, each such term bond will be subject to mandatory sinking fund redemption commencing September 1 of the first year
which has been combined to form such term bond and continuing on September 1 in each year thereafter until the stated
maturity date of that term bond. The amount redeemed in any year will be equal to the principal amount for such year set forth in
the table under the caption “MATURITY SCHEDULE” above. Bonds to be redeemed in any year by mandatory sinking fund
redemption will be redeemed at par and will be selected by lot from among the Term Bonds then subject to redemption. ~

The principal amount of the Term Bonds for a Stated Maturity required to be redeemed pursuant to the operation of such
mandatory redemption provisions may be reduced, at the option of the District, by the principal amount of Term Bonds of like
Stated Maturity which, at least 50 days prior to a mandatory redemption date, (1) shall have been acquired by the District and
delivered to the Paying Agent/Registrar for cancellation or (2) shall have been redeemed pursuant to the optional redemption
provisions set forth above and not theretofore credited against a mandatory redemption requirement.

A Final Official Statement will incorporate the appropriate mandatory redemption provisions applicable to any Term Bonds.

AUTHORITY FOR ISSUANCE AND SECURITY FOR PAYMENT: The Bonds are issued pursuant to Article XVI, Section 59 of
the Texas Constitution and Texas Water Code, Chapters 49 and 54, as amended, an order of the TCEQ approved on
February 6, 2014, and the Order. (See “THE BONDS - Authority for Igsyan'ce" in the Preliminary Official Statement.)

The Bonds, when issued, will constitute valid and legally binding obligations of. the District and will be payable, both as to
principal and interest, solely from and secured by a first lien on and pledge of the Net Revenues of the District’s water and sewer
system (the “System”). (See “THE BONDS —Security for Payment” in the Preliminary Official Statement.)

RISK FACTORS: The Bonds involve certain investment risks as set forth in the Preliminary Official Statement. Prospective
purchasers should carefully review the entire Preliminary Official Statement before making their investment decision. Particular
attention should be given to the information set forth therein under the caption “INVESTMENT CONSIDERATIONS".

PAYING AGENT/REGISTRAR: The initial Paying Agent/Registrar is BOKF, NA dba Bank of Texas, Austin, Texas. In the
Order, the District covenants to provide a Paying Agent/Registrar at all times while the Bonds are outstanding, and any Paying
Agent/Registrar selected by the District shall be a bank, trust company, financial institution or other entity qualified and
authorized to serve in such capacity and perform the duties and services of Paying Agent/Registrar. The Paying Agent/Registrar
will maintain the Security Register containing the names and addresses of the registered owners of the Bonds.

* Preliminary, subject to change. See “CONDITIONS OF SALE - ADJUSTMENT OF INITIAL PRINCIPAL AMOUNTS" herein.
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In the Order the District retains the right to replace the Paying Agent/Registrar. If the Paying Agent/Registrar is replaced by the
Issuer, such Paying Agent/Registrar, promptly upon the appointment of a successor, is required to deliver the Security Register
to the successor Paying Agent/Registrar.

In the event there is a change in the Paying Agent/Registrar, the District has agreed to notify each registered owner of the Bonds
then outstanding by United States mail, first-class postage prepaid, at the address in the Security Register, stating the effective
date of the change and the mailing address of the successor Paying Agent/Registrar.

BOOK-ENTRY-ONLY SYSTEM: The District intends to utilize the Book-Entry-Only System of The Depository Trust Company,
New York, New York (“DTC"), with respect to the issuance of the Bonds. (See “BOOK-ENTRY-ONLY SYSTEM” in the
Preliminary Official Statement.)

PRELIMINARY OFFICIAL STATEMENT AND OTHER TERMS AND COVENANTS IN THE ORDER: Further details regarding
the Bonds and certain covenants of the District contained in the Order are set forth in the Preliminary Official Statement to which
reference is made for all purposes.

CONDITIONS OF SALE

TYPES OF BIDS AND INTEREST RATES: The Bonds will be sold in one block on an "All or None" basis, and at a price of not
less than their par value plus accrued interest from the Dated Date to the date of initial delivery of the Bonds. Bidders are invited
to name the rate(s) of interest to be borne by the Bonds, provided that each rate bid must be in a multiple of 1/8 of 1% or 1/20 of
1% and the net effective interest rate for the Bonds (calculated in the manner required by Texas Government Code, Chapter
1204, as amended) must not exceed 15%. The highest rate bid may not exceed the lowest rate bid by more than 2% in
rate. No limitation is imposed upon bidders as to the number of rates or changes which may be used. All Bonds of one
stated maturity must bear one and the same rate. No bids involving supplemental interest rates will be considered. Any cash
premium included in a bid (to be paid to the Issuer) may not exceed $5,000.

BASIS OF AWARD: For the purpose of awarding the sale of the Bonds, the interest cost of each bid will be computed by
determining, at the rate or rates specified, the total dollar value of all interest on the Bonds from the date thereof to their
respective maturities, using the table of Bond Years herein, and deducting therefrom the premium bid, if any. Subject to the
District's right to reject any or all bids and to waive any irregularities except time of filing, the Bonds will be awarded to the bidder
(the “Initial Purchaser” or “Purchaser”) whose bid, based on the above computation, produces the_lowest net interest cost to
the District. In the event of mathematical discrepancies between the interest rates and the interest cost determined therefrom,
as both appear on the “Official Bid Form”, the bid will be determined solely from the interest rates and premium, if any, shown on
the “Official Bid Form”.

In order to provide the Issuer with information required to enable it to comply with certain conditions of the Internal Revenue
Code of 1986 (the "Code"), as amended to the date of initial delivery of the Bonds, relating to the exclusion of interest on the
Bonds from the gross income of their owners, the Purchaser will be required to complete, execute, and deliver to the District (on
or before the date of delivery of the Bonds) a certification as to their initial offering prices (‘issue price”) of the Bonds
substantially in the form and to the effect attached hereto or accompanying this Notice of Sale. In the event the successful
bidder is unable to sell a substantial amount of the Bonds of any stated maturity to the public, such certificate may be modified in
a manner approved by Bond Counsel to the Issuer. Each bidder, by submitting its bid, agrees to complete, execute, and deliver
such a certificate by the date of initial delivery of the Bonds, if its bid is accepted by the Issuer. Delivery of the Bonds is
conditioned upon receipt by the Issuer from the Purchaser of such certificate. It will be the responsibility of the Purchaser to
institute such syndicate reporting requirements, to make such investigation, or otherwise to ascertain the facts necessary to
enable it to make such certification with reasonable certainty. Any questions concerning such certification should be directed to
Bond Counsel.

QUALIFIED TAX-EXEMPT OBLIGATIONS: The Issuer will designate the Bonds as "qualified tax-exempt obligations.”
Accordingly, it is anticipated that financial institutions that purchase the Bonds will not be subject to the 100 percent disallowance
of interest expense aliocable to interest on the Bonds under section 265(b) of the Code.

However, the deduction for interest expense incurred by a financial institution which is allocable to the interest on the Bonds will
be reduced by 20% pursuant to Section 291 of the Code. See discussion under the caption "TAX MATTERS - Qualified Tax-
Exempt Obligations for Financial Institutions" contained in the Preliminary Official Statement.

ADJUSTMENT OF INITIAL PRINCIPAL AMOUNTS: The District reserves the right to increase or decrease the principal
(maturity) amount of any maturity of the Bonds, including the elimination of a maturity or maturities; provided, however, that the
aggregate principal (denominational) amount of the Bonds shall not exceed $9,230,000. Notice of any such changes shall be
given to the successful bidder as soon as practicable following the notification of award, as described below, and this Notice of
Sale may be amended at the sole discretion of the District to reflect such increase or decrease. The District will attempt to
maintain total underwriter spread when adjusting maturities. No such adjustment will have the effect of altering the basis upon
which the best bid is determined. The successful bidder may not withdraw its bids or change the rates bid or any initial reoffering
prices as a result of any changes made to the principal (denominational) amounts.
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GOOD FAITH DEPOSIT: A bank cashier's check payable to the order of "Trophy Club Municipal Utility District No. 1” in the
amount of $184,600.00 which is 2% of the par value of the Bonds (the "Good'Faith Deposit")’is required. The good faith
check of the Purchaser will be retained uncashed by the Issuer until the Bonds are delivered, and at that time it will be returned
to the Purchaser of the Bonds. The above mentioned Cashier's Check may accompany the bid, or it may be submitted -
separately; however, if submitted separately, it shall be made available to the Issuer prior to the opening of the bids and shall be
accompanied by instructions from the bank on which it is drawn which will authorize its use as a Good Faith Deposit by the
Purchaser who shall be named in such instructions. No interest will be paid or allowed on any Good Faith Deposit. The checks?®
accompanying all other bids will be returned immediately after the bids are opened and the award of the sale of the Bonds has
been made.

1

: OFFICIAL STATEMENT

To assist the Initial Purchaser in complying with Rule 15¢2-12 of the Securities and Exchange Commission ("SEC"), the Issuer
and the Initial Purchaser contract and agree, by the submission and acceptance of the winning bid, as follows:

COMPLIANCE WITH RULE 15c2-12 OF THE SECURITIES AND EXCHANGE COMMISSION: The Issuer will approve and
authorize distribution of the accompanying Preliminary Official Statement for dissemination to potential purchasers of the Bonds,
but doe$ not presently intend to prepare any other document or.version thereof for such purpose, except as descFibed below.
Accordingly, the Issuer deems the accompanying Preliminary Official Statement to be final.as of its date, within the meaning of
Rule 15¢c2-12 of the SEC (the “Rule”), except for information relating to the offering prices, interest rates; final debt service
schedule, selling compensation, identity of the Initial Purchaser and other similar information, terms and provisions to be
specified in the competitive bidding process. The Initial Purchaser shall be responsible for promptly informing the Issuer of the
initial offering yields of the Bonds. . ;

Thereafter, the Issuer will complete and authorize distribution of the Final Official Statement identifying the Initial Purchaser and
containing such omitted information. The Issuer does not intend to amend or supplement the Preliminary Official Statement
otherwise, except to take into account certain subsequent events, if any, as described below. By delivering the Final Official
Statement or any amendment or supplement thereto in the requested quantity to the Initial Purchaser on or after the sale date,
the Issuer intends the same to be final as of such date, within the meaning of the Rule. Notwithstanding the foregoing, the
Issuer makes no representation concerning the absence of material misstatements or omissions from the Preliminary Official
Statement, except only as and to the extent under "CERTIFICATION OF THE OFFICIAL STATEMENT" as described below. To
" the best knowledge and belief of the Issuer, the Preliminary Official Statement contains information, including financial
information or operating data, concerning every entity, enterprise, fund, account, or person that is material to an evaluation of the
offering of the Bonds. )
CONTINUING DISCLOSURE AGREEMENT: The District will agree in the Order to provide certain periodic information and
notices of material events in accordance with the Rule, as described in the Preliminary Official Statement under “CONTINUING
DISCLOSURE OF INFORMATION.” The Initial Purchaser’s obligation to accept and pay for the Bonds is conditioned upon
delivery to the Initial Purchaser or its agent of a certified" copy of the Order containing the agreement described under such
heading.

COMPLIANCE WITH PRIOR UNDERTAKINGS: For the last five years, the District has complied in all material respects with its
previous continuing disclosure agreements made in accordance with the Rule.

FINAL OFFICIAL STATEMENT: The Issuer will furnish to the Purchaser, within seven (7) business days after the sale date, an
aggregate maximum of fifty (50) copies of the Final Official Statement (and 50 copies of any addenda, supplement or
amendment thereto), together with information regarding interest rates and other terms relating to the reoffering of the Bonds, in
accordance with the Rule. The Issuer agrees to provide, or cause to be provided, to the Purchaser the Preliminary Official
Statement and the Official Statement and any amendments or supplements thereto in such printed or electronic format may be
required for the Purchaser to comply with the Rule and the rules of the Municipal Securities Rulemaking Board (the "MSRB").
The Issuer consents to the distribution of such documents in electronic format. The Purchaser may arrange at its own expense
to have the Final Official Statement reproduced and printed if it requires more than 100 copies and may also arrange, at its own
expense and responsibility, for completion and perfection of the first or cover page of the Final Official Statement so as to reflect
interest rates and other terms and information related to the reoffering of the Bonds. The Purchaser will be responsible for
providing information concerning the Issuer and the Bonds to subsequent purchasers of thé Bonds, and the Issuer will undertake
no responsibility for providing such information other than to make the Final Official Statement available to the Purchaser as
provided herein. The Issuer's obligation to supplement the Final Official Statement to correct representations determined to be
materially misleading, after the date of the Final Official Statement, shall terminate upon the earlier of (i) 90 days from the "end of
the underwriting period" (as defined in the Rule) and (ji) the time when the Official Statement is available to any person from the
MSRB, but in no case less than 25 days after the "end of the underwriting period" for the Bonds. The Purchaser by submitting a
bid for the Bonds ‘agrees to promptly file the Official Statement with the MSRB. Unless otherwise notified in writing by the
Purchaser, the Issuer can assume that the "end of the underwriting period” for purposes of the Rule is the date of the initial
delivery of the Bonds to the Purchaser.

CHANGES TO OFFICIAL STATEMENT: If, subsequent to the date of the Final Official Statement, the Issuer learns, through
the ordinary course of business and without undertaking any investigation or examination for such purposes, or is notified by the
Initial Purchaser of any adverse event which causes the Final Official Statement to be materially misleading, and unless the
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Initial Purchaser elects to terminate its obligation to purchase the Bonds, as described below under "DELIVERY AND
ACCOMPANYING DOCUMENTS - CONDITIONS TO DELIVERY,” the Issuer will promptly prepare and supply to the Initial
Purchaser an appropriate amendment or supplement to the Final Official Statement satisfactory to the Initial Purchaser;
provided, however, that the obligation of the Issuer to do so will terminate on the date specified under “FINAL OFFICIAL
STATEMENT" above.

CERTIFICATION OF THE OFFICIAL STATEMENT: At the time of payment for and delivery of the Initial Bonds, the Initial
Purchaser will be furnished a certificate, executed by proper officials of the Issuer, acting in their official capacity, in the form
specified in the Official Statement under the heading "OTHER PERTINENT INFORMATION — Certification of the Official
Statement." The Preliminary Official Statement and Official Notice of Sale will be approved as to form and content and the use
thereof in the offering of the Bonds will be authorized, ratified and approved by the Board on the date of sale, and the Initial
Purchaser will be furnished, upon request, at the time of payment for and the delivery of the Bonds, a certified copy of such
approval, duly executed by the proper officials of the Issuer.

DELIVERY AND ACCOMPANYING DOCUMENTS

INITIAL DELIVERY OF INITIAL BOND: The delivery of the Bonds (the "Initial Delivery™) will be accomplished by the issuance
of either (i) a single fully registered Bond in the total principal amount of $9,230,000* payable in stated installments to the Initial
Purchaser and numbered T-1, or (i) one (1) fully registered Bond for each year of stated maturity in the applicable principal
amount and denomination, to be numbered consecutively from R-1 and upward (the "Initial Bond(s)"), signed by the President
and Board Secretary of the Issuer, approved by the Attorney General of Texas, and registered and manually signed by an
authorized representative of the Comptroller of Public Accounts of the State of Texas. Initial Delivery will be at the designated
office of the Paying Agent/Registrar. The Initial Bonds shall be immediately canceled following delivery and one global certificate
for each maturity of the Bonds payable to Cede & Co. will be exchanged therefor and deposited with DTC in connection with
DTC's Book-Entry-Only System. Payment for the Bonds must be made in immediately available funds for unconditional credit to
the District, or as otherwise directed by the District. The Purchaser will be given six business days' notice of the time fixed for
delivery of the Bonds. It is anticipated that the delivery of the Initial Bond(s) can be made on or about February 17, 2015, but if
for any reason the District is unable to make delivery by March 17, 2015, then the District shall immediately contact the
Purchaser and offer to allow the Purchaser to extend his obligation to take up and pay for the Bonds an additional 30 days. If the
Purchaser does not elect to extend its offer within six days thereafter, then its Good Faith Deposit will be returned, and both the
District and the Purchaser shall be relieved of any further obligation. In no event shall the District be liable for any damages by
reason of its failure to deliver the Bonds, provided that such failure is due to circumstances beyond the District’s reasonable
control.

DTC DEFINITIVE BONDS: The Bonds will be issued in book-entry-only form. Cede & Co. is the nominee for DTC. All
reference herein and in the Official Statement to the bond holders or registered owners of the Bonds shall mean Cede & Co. and
not the beneficial owners of the Bonds. Purchases of beneficial interests in the Bonds will be made in book-entry form in the
denomination of $5,000 principal amounts or any integral multiple thereof. Under certain limited circumstances, the District may
determine to forego immobilization of the Bonds at DTC, or another securities depository, in which case, such beneficial interests
would become exchangeable for definitive printed obligations of like principal amount.

CUSIP NUMBERS: It is anticipated that CUSIP identification numbers will be printed on the Bonds, but neither the failure to
print such number on any Bond nor any error with respect thereto shall constitute cause for a failure or refusal by the Initial
Purchaser to accept delivery of and pay for the Bonds in accordance with the terms of the Official Bid Form and this Official
Notice of Sale. All expenses in relation to the printing of CUSIP numbers on the Bonds shall be paid by the Issuer; however, the
CUSIP Service Bureau's charge for the assignment of the numbers shall be paid by the Initial Purchaser.

CONDITIONS TO DELIVERY: The obligation to take up and pay for the Bonds is subject to the following conditions: the
issuance of an approving opinion of the Attorney General of Texas, the Initial Purchaser's receipt of the legal opinion of Bond
Counsel and the no-litigation certificate, and the non-occurrence of the events described below under the caption "NO
MATERIAL ADVERSE CHANGE,” all as described below. In addition, if the Issuer fails to comply with its agreement described
in the section "OFFICIAL STATEMENT" above, the initial Purchaser may terminate its contract to purchase the Bonds by
delivering written notice to the Issuer within five (5) days thereafter.

NO MATERIAL ADVERSE CHANGE: The obligations of the Initial Purchaser to take up and pay for the Bonds, and of the
Issuer to deliver the Initial Bonds, are subject to the condition that, up to the time of delivery of and receipt of payment for the
Initial Bonds, there shall have been no material adverse change in the affairs of the Issuer subsequent to the date of sale from
that set forth in the Final Official Statement, as it may have been finalized, supplemented or amended through the date of
delivery.

LEGAL OPINIONS: The Bonds are offered when, as and if issued, subject to the approval of certain legal matters by the
Attorney General of the State of Texas and Bond Counsel (see discussion "LEGAL MATTERS" in the Preliminary Official
Statement).

CHANGE IN TAX-EXEMPT STATUS: At any time before the Bonds are tendered for initial delivery to the Initial Purchaser, the

initial Purchaser may withdraw its bid if the interest on obligations such as the Bonds shall be declared to be includable in the

gross income, as defined in section 61 of the Code, of the owners thereof for federal income tax purposes, either by Treasury
v
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regulations, by ruling or administrative guidance of the Internal Revenue Service, by a decision of any federal court, or by the
terms of any federal income tax legislation enacted subsequent to the date of this Official Notice of Sale.

GENERAL CONSIDERATIONS

MUNICIPAL BOND INSURANCE: In the event the Bonds are qualified for municipal bond insurance, and the Initial Purchaser
desires to purchase such insurance, the cost therefor will be paid by the Initial Purchaser. Any fees to be paid to Moody's
Investors Service, Inc. (“Moody’s”) or Fitch Ratings (“Fitch”) as a result of said insurance will be paid by the Initial Purchaser.
None of the District's outstanding debt is currently rated by Moody’s or Fitch. The fee of Standard & Poor’s Rating Services, a
Standard & Poor’s Financial Services LLC business (“S&P”) will be paid by the Issuer. It will be the duty of the Initial Purchaser
to disclose the existence of insurance, its terms and the effect thereof with respect to the reoffering of the Bonds and any other
information or certifications which may be required to determine the effect of such insurance on the yield or the Bonds for federal
income tax purposes.

RATINGS: Standard & Poor’s Rating Services, a Standard & Poor’'s Financial Services LLC business (“S&P”) has assigned a
rating of "AA-" to the Bonds. An explanation of the significance of such rating, when received, may be obtained from the rating
agency. A rating reflects only the view of such company at the time the rating is given; and the Issuer makes no representations
as to the appropriateness of the rating. There is no assurance that such a rating will continue for any given period of time, or
that it will not be revised downward or “withdrawn entirely by the company assigning such rating if, in the judgment of such
company, circumstances so warrant. Any such downward revision or withdrawal of the rating may have an adverse effect on the
market price of the Bonds. *

SALE OF ADDITIONAL GENERAL OBLIGATION DEBT: The District currently has no plans to issue additional debt within the
next twelve months. . .

REGISTRATION AND QUALIFICATION OF BONDS FOR SALE: No registration statement relating to the Bonds has been filed
with the SEC under the Securities Act of 1933, as amended, in reliance upon exemptions provided in such Act. The Bonds have
not been approved or disapproved by the SEC, nor has the SEC passed upon the accuracy or adequacy of the Official
Statement. Any representation to the contrary is a criminal offense. The Bonds have not been registered or qualified under the
Securities Act of Texas in reliance upon exemptions contained therein, nor have the Bonds been registered or qualified under
the securities acts of any other jurisdiction. The Issuer assumes no responsibility for registration or qualification of the Bonds
under the securities laws of any jurisdiction in which the Bonds may be sold, assigned, pledged, hypothecated or otherwise
transferred. This disclaimer of responsibility for registration or qualification for sale or other disposition of the Bonds shall not be
construed as an interpretation of any kind with regard to the availability of any exemption from securities registration or
qualification provisions.

It is the obligation of the Purchaser to register or qualify sale of the Bonds under the securities laws of any jurisdiction which so
requires. The Issuer agrees to cooperate, at the Purchaser's written request and expense and within reasonable limits, in
registering or qualifying the Bonds, or in obtaining an exemption from registration or qualification in any state where such action
is necessary, but will in no instance execute a general consent to service of process in any state that the Bonds are offered for
sale.

ADDITIONAL COPIES: Subject to the limitations described under "OFFICIAL STATEMENT" herein, additional copies of this
Official Notice of Sale, the Official Bid Form, and the Preliminary Official Statement may be obtained from Southwest Securities,
1201 Elm Street, Suite 3500, Dallas, Texas 75270, and Attention: Mary Jane Dietz (214-859-6803).

On the date of the sale, the Board of Directors will, in the Order awarding the sale of the Bonds, approve the form and content of
the Final Official Statement, and any addenda, supplement or amendment thereto, and authorize its further use in the reoffering
of the Bonds by the Purchaser.

‘ /s/ James Moss .
ATTEST:. President, Board of Directors
Trophy Club Municipal Utility District No. 1
/s/* Kevin Carr .
Secretary, Board of Directors : .

Trophy Club Municipal Utility District No. 1
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OFFICIAL BID FORM
President and Board of Directors January 20, 2015
Trophy Club Municipal Utility District No. 1
100 Municipal Drive
Trophy Club, Texas 76262
Gentlemen:
Reference is made to your Official Notice of Sale and Preliminary Official Statement dated January 12, 2015 of $9,230,000*
Trophy Club Municipal Utility District No. 1 Water and Sewer System Revenue Bonds, Series 2015, both of which constitute
a part hereof.

For your legally issued Bonds, as described in said Official Notice of Sale and Preliminary Official Statement, we will pay you
a price $9,230,000 (100% of the par value) pius accrued interest from their Dated Date to the date of delivery to us, plus a

cash premium of $ {not to exceed $5,000) for Bonds maturing September 1 and bearing interest as follows:

Stated Stated Stated

Maturity Principal Interest Maturity Principal Interest Maturity Principal Interest

Due 9-1 Amount Rate Due 9-1 Amount Rate Due 9-1 Amount Rate
2016 $210,000 % 2023 $420,000 % 2030* $525,000 %
2017 365,000 % 2024 435,000 % 2031* 545,000 %.
2018 375,000 % 2025 * 450,000 ____ % | 2032* 565,000 ___ %
2019 380,000 % 2026 * 460,000 % 2033* 585,000 %
2020 390.000 % 2027 * 475,000 % 2034~ 610,000 %
2021 400,000 % 2028 * 490,000 % 2035* 630,000 %
2022 410,000 % 2029* 510,000 %

*  Maturities available for term bonds.

Of the principal maturities set forth in the table above, we have created term bonds as indicated in the following table {(which
may include multiple term bonds, one term bond, or no term bond if none is indicated). For those years which have been
combined into a term bond, the principal amount shown in the table above will be the mandatory sinking fund redemption
amounts in such years except that the amount shown in the year of the term bond maturity date will mature in such year.
The term bonds created are as follows:

Term Bond Maturity Year of First Principal Amount Interest
Date September 1 Mandatory Redemption of Term Bond Rate

Our calculation (which is not part of this bid) of the net interest cost in accordance with the above bid is:

NET INTEREST COST %

ADJUSTMENT OF INITIAL PRINCIPAL AMOUNTS: The District reserves the right to increase or decrease the principal
{maturity) amount of any maturity of the Bonds, including the elimination of a maturity or maturities; provided, however, that
the aggregate principal (denominational) amount of the Bonds shall not exceed $9,230,000. Notice of any such changes
shall be given to the successful bidder as soon as practicable following the notification of award, as described below, and this
Notice of Sale may be amended at the sole discretion of the District to reflect such increase or decrease. The District will
attempt to maintain total underwriter spread when adjusting maturities, No such adjustment will have the effect of altering
the basis upon which the best bid is determined. The successful bidder may not withdraw its bids or change the rates bid or
any initial reoffering prices as a result of any changes made to the principal (denominational) amounts.

The bid of the undersigned is submitted on the basis of the following maturities being insured by
at a premium of $ to be paid by the Purchaser. (See “MUNICIPAL

BOND INSURANCE,” page vi of the Official Notice of Sale.)
By accepting this bid, we understand the District will provide the copies of the Final Official Statement and of any

amendments or supplements thereto in accordance with the Official Notice of Sale, and will cooperate to permit the
undersigned to comply with Rule 15¢2-12 of the Securities and Exchange Commission.

* Preliminary, subject to change.
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The Initial Bond(s) shall be registered in the name of (Syndicate Manager), which
will upon payment for the Bonds, be canceled by the Paying Agent/Registrar. The Bonds will then be registered in the name
of Cede & Co. (DTC’s partnership nominee), under the Book-Entry-Only System. We will advise the DTC of registration
instructions at least five business days prior to the date set for Initial Delivery.

Cashier's Check of the Bank, , in the amount of $184,600 which
represents our Good Faith Deposit (is attached hereto) or (has been made available to you prior to the opening of this bid),
and is submitted in accordance with the terms as set forth in the Official Notice of Sale. Upon delivery of the Bonds, said
check shall be returned to the Purchaser of the Bonds.

We agree to accept delivery of the Initial Bond(s) through DTC and make payment for the Initial Bond(s) in immediately
available' funds at BOKF, NA dba Bank of Texas, Austin, Texas, no later than 10:00 A.M., Central Standard Time, on
February 17, 2015, or thereafter on the date the Initial Bond(s) are tendered for delivery, pursuant to the terms set forth in the
Official Notice of Sale.

The undersigned agrees to compleie, execute and deliver to the District by the date of delivery of the Bonds, a certificate
relating to the "issue price” of the Bonds in the form and to the effect attached to or accompanying the Official Notice of Sale,
with such changes thereto as may be acceptable to the Bond Counsel for the Issuer.

(Syndicate Members) Respecitfully submitted,

By:

Authorized Representative

ACCEPTANCE CLAUSE

THE ABOVE AND FOREGOING BID IS IN ALL THINGS HEREBY ACCEPTED this 20th day of January, 2015 by the Board
of Directors of the Trophy Club Municipal Utility District No. 1. ’

Board President
ATTEST: Trophy Club Municipal Utility District No. 1°

Board Secretary
Trophy Club Municipal Utility District No. 1

TCMUDO006015
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BOND YEARS

$9,230,000*
TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
WATER AND SEWER SYSTEM REVENUE BONDS, SERIES 2015

Dated: February 1, 2015
Due: September 1

Dated Date 2/1/2015

Delivery Date 2/17/2015
Maturity Maturity Average Bond Years Cumulative

Date Principal Life Per Maturity Bond Years
9/1/2016 $ 210,000 1.58 332.50 332.50
9/1/2017 365,000 2.58 942.92 1,275.42
9/1/2018 375,000 3.58 1,343.75 2,619.17
9/1/2019 380,000 4.58 1,741.67 4,360.83
9/1/2020 390,000 5.58 2,177.50 6,538.33
9/1/2021 400,000 6.58 2,633.33 9,171.67
9/1/2022 410,000 7.58 3,109.17 12,280.83
9/1/2023 420,000 8.58 3,605.00 15,885.83
9/1/2024 435,000 9.58 4,168.75 20,054.58
9/1/2025 450,000 10.58 4,762.50 24,817.08
9/1/2026 460,000 11.58 5,328.33 30,145.42
9/1/2027 475,000 12.58 5,977.08 36,122.50
9/1/2028 490,000 13.58 6,655.83 42,778.33
9/1/2029 510,000 14.58 7,437.50 50,215.83
9/1/2030 525,000 15.58 8,181.25 58,397.08
9/1/2031 545,000 16.58 9,037.92 67,435.00
9/1/2032 565,000 17.58 9,934.58 77,369.58
9/1/2033 585,000 18.58 10,871.25 88,240.83
9/1/2034 610,000 19.58 11,945.83 100,186.67
9/1/2035 630,000 20.58 12,967.50 113,154.17
$ 9,230,000 113,154.17
Total Bond Years 113,154.17
Average Life 12.25938967 Years
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CERTIFICATE OF MANAGING UNDERWRITER

The undersigned hereby certifies as follows with respect to the sale of the "Trophy Club Municipal Utility District No. 1 Water and
Sewer System Revenue Bonds, Series 2015 (the "Bonds"), issued in the aggregate principal amount of $9,230,000*, as follows:

1.

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

2. The undersigned and/or one or more other members of the underwriting syndicate, if any, have made a bona fide
offering to the public of all of the Bonds of each stated maturity at the respective prices set forth below.

3. The initial offering price (expressed as a percentage of principal amount or yield and exclusive of accrued interest)
for the Bonds of each maturity at which a substantial amount (at least 10%) of the Bonds of such maturity was sold
to the public is as set forth below:

Maturity Principal Maturity Principal

Due 9-1 Amount Yield Due 9-1 Amount Yield
2016 $210,000 % 2026 $460,000 %
2017 365,000 % 2027 475,000 %
2018 375,000 % 2028 490,000 %
2019 380,000 % 2029 510,000 %
2020 390,000 % 2030 525,000 %
2021 400,000 % 2031 545,000 %
2022 410,000 % 2032 565,000 %
2023 420,000 % 2033 585,000 %
2024 435,000 % 2034 610,000 %
2025 450,000 % 2035 630,000 %

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

5. The offering prices described above reflect current market prices at the time of such sale.

6. The undersigned and/or one or more other members of the underwriting syndicate, as the case may be, (have)
(have not) purchased bond insurance for the Bonds. The bond insurance, if any, has been purchased from

(the “Insurer”) for a premium cost of $ (net of any nongurarantee
costs, e.g. rating agency fees). The amount of such costs is set forth in the Insurer's commitment and is separately
stated from all other fees or charges payable to the Insurer. The premium does not exceed a reasonable charge for
the transfer of credit risk taking into account payments charged by guarantors in comparable transactions (including
transactions in which a guarantor has no involvement other than as a guarantor). The present value of the debt
service savings expected to be realized as a result of such insurance, discounted at a rate equal to the yield on the
Bonds which results after recovery of the insurance premium, exceeds the present value of the bond insurance
premium.

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, as amended, and by Bond Counsel in
rendering their legal opinion concerning the excludability of interest on the Bonds from the gross income of their
owners.

EXECUTED and DELIVERED this day of , 2015.

(Name of Underwriter or Manager)

By:

Title:

TCMUD006018
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NEW ISSUE - BOOK-ENTRY-ONLY Ratings: S&P: * ”  (Insured)
S&P: “AA- (Underlying)

(See “RATING”, “BOND INSURANCE”

and “BOND INSURANCE RISK FACTORS” herein)

PRELIMINARY OFFICIAL STATEMENT
Dated January 12, 2015

In the opinion of Bond Counsel, interest on the Bonds will be excludable from gross income for federal income tax purposes under
statutes, regulations, published rulings and court decisions existing on the date hereof, subject to the matters described under “TAX
MATTERS?” herein including the alternative minimum tax on corporations.

The District will designate the Bonds as “Qualified Tax-Exempt Obligations”
See “TAX MATTERS - Qualified Tax-Exempt Obligations for Financial Institutions” herein.

$9,230,000*
TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
(A Political Subdivision of the State of Texas Located in Denton and Tarrant Counties)
WATER AND SEWER SYSTEM REVENUE BONDS, SERIES 2015

Dated Date: February 1, 2015 Due: September 1, as shown on Page ii

The Trophy Club Municipal Utility District No. 1 (the “District” or “Issuer”) $9,230,000* Water and Sewer System Revenue Bonds, Series
2015 (the “Bonds”) are being issued pursuant to the terms and provisions of an order (the “Order”) of the Board of Directors of the
District (the “Board”) and in accordance with the Constitution and general laws of the State of Texas (the “State”), including particularly
Article XVI, Section 59 of the Texas Constitution and Texas Water Code, Chapters 49 and 54, as amended, and an approving order of
the Texas Commission on Environmental Quality issued on February 6, 2014, (See “THE BONDS - Authority for Issuance” herein.)

The Bonds, when issued, will constitute special obligations of the District, payable, both as to principal and interest, solely from and
secured by a first lien on and pledge of the Net Revenues of the District’'s water and sewer system (the “System”). The Net Revenues
consist of the gross revenues of the System, less maintenance and operation expenses of the System. Depreciation and payments into
and out of funds for the Bonds, and Additional Bonds shall never be considered expenses of maintenance and operation. Additionally,
the District has established a reserve fund (the “Reserve Fund”) pledged to the payment of the Bonds and any Additional Parity
Obligations and is required to maintain an amount in the Reserve Fund equal to average annual debt service requirements on the
Bonds Similarly Secured (see “SELECTED PROVISIONS OF THE ORDER”).The Bonds do not constitute a general obligation of
the District, and the holders of the Bonds shall not have the right to demand payment thereof from any funds raised or to be
raised by taxation. None of the State of Texas, Denton or Tarrant Counties, Texas nor any political subdivision or
municipality, other than the District shall be obligated to pay the principal of or interest on the Bonds. (See “THE BONDS -
Security for Payment” herein.) THE BONDS ARE SUBJECT TO SPECIAL INVESTMENT CONSIDERATIONS DESCRIBED HEREIN.
(See "INVESTMENT CONSIDERATIONS" herein.) Bond purchasers are encouraged to read this entire Official Statement prior fo
making an investment decision.

interest on the Bonds will accrue from February 1, 2015 (the “Dated Date”) and is payable September 1, 2015, and each March 1 and
September 1 thereafter until the earlier of maturity or redemption, and will be calculated on the basis of a 360-day year of twelve 30-day
months. The Bonds will be issued in fully registered form only, without coupons, in denominations of $5,000 or any integral multiple
thereof, and when issued, will be registered in the name of Cede & Co., as registered owner and nominee for The Depository Trust
Company (“DTC”), New York, New York, acting as securities depository for the Bonds until DTC resigns or is discharged. The Bonds
initially will be available to purchasers in book-entry form only. Purchasers of the Bonds (“Beneficial Owners”) will not receive physical
delivery of certificates representing their interest in the Bonds purchased. So long as Cede & Co., as the paying agent to DTC, is the
registered owner of the Bonds, principal of and interest on the Bonds will be payable by the paying agent to DTC, which will be solely
responsible for making such payment to the Beneficial Owners of the Bonds. The initial paying agent/registrar for the Bonds shall be
BOKF, NA dba Bank of Texas, Austin, Texas (the “Paying Agent”).

Proceeds from the sale of the Bonds are being used for (i) acquiring, constructing and equipping improvements to the District's
wastewater treatment facilities and (ii) pay the costs related to the issuance of the Bonds. (See “THE BONDS — Use of Bond Proceeds”
herein.)

The District reserves the right to redeem, prior to maturity, in integral multiples of $5,000, those Bonds maturing on and after
September 1, 2025, in whole or from time to time in part, on March 1, 2025, and on any date thereafter at a price of par plus accrued
interest from the most recent interest payment date to the date fixed for redemption. (See “THE BONDS — Optional Redemption”
herein.)

After requesting competitive bids for purchase of the Bonds, the District has accepted the lowest bid to purchase the Bonds, bearing
interest rates as shown on page ii herein, at a price of 100% of par plus a cash premium of $ plus accrued interest to the date
of delivery, resulting in a net interest cost rate to the District of %.

STATED MATURITY SCHEDULE
(See Page ii)

The Bonds are offered for delivery, when, as and if issued and received by the initial purchaser (the “Purchaser”} and subject to the approving
opinion of the Attorney General of the State of Texas and the approval of certain legal matters by Fulbright & Jaworski LLP, Dallas, Texas, a
member of Norton Rose Fulbright, Bond Counsel. Delivery of the Bonds through DTC in Dallas, Texas is expected on or about
February 17, 2015.

BIDS DUE ON JANUARY 20, 2015 AT 11:00 A.M. CENTRAL STANDARD TIME.

* Preliminary, subject to change.
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STATED MATURITY SCHEDULE
(Due September 1)
Base CUSIP - to be assigned

Stated Principal Rate Yield CUSIP
Maturity Amount* (%) (%) Suffix®
2016 $210,000
2017 365,000
5018 375,000
2019 380,000
2020 390,000
2021 400,000
2022 410,000
2023 420,000
2024 435,000
2025 450,000
2026 460,000
2027 475,000
2028 490,000
2029 510,000
2030 525,000
2031 545,000
2032 565,000
2033 585,000
2034 610,000
2035 630,000

The District reserves the right to redeem, prior to maturity, in integral multiples of $5,000, those Bonds maturing on and after
September 1, 2025, in whole or from time to time in part, on March 1, 2025, and on any date thereafter at a price of par plus
accrued interest from the most recent interest payment date to the date fixed for redemption. (See “THE BONDS - Optional
Redemption” herein.)

£l

® CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is provided by Standard and Poor’s
CUSIP Service Bureau, a division of The McGraw-Hill Companies, Inc. This data is not infended to create a database and does
not serve in any way as a substitute for the CUSIP Services. Neither the District nor the Financial Advisor is responsible for the
selection or the correctness of the CUSIP numbers set forth herein.

Preliminary, subject to change.
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1

BOARD OF DIRECTORS
Two-Year
Term Expires

Name Position May Occupation
James Moss President 2016 Retired

Jim Hase Vice President 2018 Retired

Kevin Carr Secretary / Treasurer 2018 Self-Employed
James C. Thomas Director 2016 Retired

Neil Twomey Director 2018 Retired

DISTRICT PERSONNEL AND ADVISORS

GENEral MANAGET ....c.cccoci. et e e eeeeeenee s Jennifer McKnight
................................................................................................................................................... Trophy Club, Texas

Finance Manager.......ccccoceeeeeeee e Renae Gonzales
............................................................... Trophy Club, Texas

Administration Manager........... . Terri Sisk
..................................................................................................... Trophy Club, Texas

Attorneys forthe DIStriCt ............. Bob West
............ Whitaker Chalk Swindle & Schwartz, PLLC
.................................................... Fort Worth, Texas

Pamela Harrell Liston
..................................................... The Liston Law Firm, P.C.
....................................................................... Rowlett, Texas
Financial Advisor ............. Southwest Securities, Inc.
........................................................................ Dallas, Texas
Bond Counsel ....ccoovvvveveceeeee. Fulbright & Jaworski LLP
.................................................................................... Dallas, Texas
Independent Auditors .......c.ooc.... Lafollett and Company PLLC
................................................................................. Tom Bean, Texas
Tax Assessor-Collector ............ e Denton County, Texas
............. Tarrant County, Texas

Chief Appraiser......... Denton County, Texas
............. Tarrant County, Texas

For Additional Information Please Contact:

Ms. Jennifer McKnight Mr. Dan A. Almon Mr. Andrew Friedman
General Manager Senior Vice President Vice President
Trophy Club Municipal Utility District Southwest Securities, Inc. Southwest Securities, Inc.
100 Municipal Drive 1201 EIm Street, Suite 3500 1201 Eim Street, Suite 3500
Trophy Club, Texas 76262 Dallas, Texas 75270 Dallas, Texas 75270
(682) 831-4610 (214) 859-9452 210-226-8677
iii
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USE OF INFORMATION IN THE OFFICIAL STATEMENT

For purposed of compliance with Rule 15c2-12 of the Securities Exchange Commission (the “Rule”), this document constitutes a
preliminary official statement of the Issuer with respect to the Bonds that has been deemed “final” by the Issuer as of its date except for
the omission of no more than the information permitted by the Rule.

No dealer, broker, salesman or other person has been authorized to give any information or to make any representations other than
those contained in this Official Statement, and if given or made, such other information or representations must not be relied upon as
having been authorized by the District.

This Official Statement does not alone constitute, and is not authorized by the District for use in connection with, an offer to sell or the
solicitation of any offer to buy in any state in which such offer or solicitation is not authorized or in which the person making such offer or
solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation.

All of the summaries of the statutes, orders, resolutions, contracts, records, and engineering and other related reports set forth in the
Official Statement are made subject to all of the provisions of such documents. These summaries do not purport to be complete
statements of such provisions, and reference is made to such documents, copies of which are available from the Financial Advisor,
upon the payment of reasonable duplication costs.

This Official Statement contains, in part, estimates, assumptions and matters of opinion which are not intended as statements of fact,
and no representation is made as to the correctness of such estimates, assumptions, or matters of opinion, or as to the likelihood that
they will be realized. Any information and expressions of opinion herein contained are subject to change without notice, and neither the
delivery of this "Official Statement" nor any sale made hereunder shall, under any circumstances, create any implication that there has
been no change in the affairs of the District or the other matters described herein since the date hereof. However, the District has
agreed to keep this "Official Statement" current by amendment or sticker to reflect material changes in the affairs of the District, and to
the extent that information actually comes to its attention, other matters described in the "Official Statement" until delivery of the Bonds
to the Initial Purchaser and thereafter only as specified in "OFFICIAL STATEMENT -Updating the Official Statement During
Underwriting Period" and “CONTINUING DISCLOSURE OF INFORMATION.”

NEITHER THE DISTRICT NOR THE FINANCIAL ADVISOR MAKES ANY REPRESENTATION OR WARRANTY WITH RESPECT TO
THE INFORMATION CONTAINED IN THIS OFFICIAL STATEMENT REGARDING THE DEPOSITORY TRUST COMPANY (“DTC”")
OR ITS BOOK-ENTRY-ONLY SYSTEM, AS SUCH INFORMATION WAS PROVIDED BY DTC.

THE BONDS ARE EXEMPT FROM REGISTRATION WITH THE SECURITIES AND EXCHANGE COMMISSION AND
CONSEQUENTLY HAVE NOT BEEN REGISTERED THEREWITH. THE REGISTRATION, QUALIFICATION, OR EXEMPTION OF
THE BONDS IN ACCORDANCE WITH APPLICABLE SECURITIES LAW PROVISIONS OF THE JURISDICTION IN WHICH THESE
SECURITIES HAVE BEEN REGISTERED, OR EXEMPTED SHOULD NOT BE REGARDED AS A RECOMMENDATION THEREOF.

THIS OFFICIAL STATEMENT CONTAINS "FORWARD-LOOKING" STATEMENTS WITHIN THE MEANING OF SECTION 21E
OF THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED. SUCH STATEMENTS MAY INVOLVE KNOWN AND
UNKNOWN RISKS, UNCERTAINTIES, AND OTHER FACTORS WHICH MAY CAUSE THE ACTUAL RESULTS,
PERFORMANCE, AND ACHIEVEMENTS TO BE DIFFERENT FROM FUTURE RESULTS, PERFORMANCE, AND
ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING STATEMENTS. INVESTORS ARE
CAUTIONED THAT THE ACTUAL RESULTS COULD DIFFER MATERIALLY FROM THOSE SET FORTH IN THE FORWARD-
LOOKING STATEMENTS.

SALE AND DISTRIBUTION OF THE BONDS
Award of the Bonds

After requesting competitive bids for the Bonds, the District accepted the bid resulting in the lowest net interest cost, which bid was
tendered by (the “Initial Purchaser”) bearing the interest rates shown on page ii hereof, at a price of 100% of
the par value thereof plus a premium of $ , plus accrued interest to the date of delivery which resulted in a net interest cost of

% as calculated pursuant to Texas Government Code Chapter 1204, as amended. The initial reoffering yields were supplied
to the District by the Purchasers. The initial reoffering yields shown on the cover page will produce compensation to the Initial
Purchasers of approximately $ .

Issue Prices and Marketability

The delivery of the Bonds is conditioned upon the receipt by the District of a certificate executed and delivered by the Initial Purchaser
on or before the date of delivery of the Bonds stating the prices at which a substantial amount of the Bonds of each maturity has been
sold to the public. For this purpose, the term "public” shall not include any person who is a bond house, broker or similar person acting
in the capacity of underwriter or wholesaler. Otherwise, the District has no understanding with the Initial Purchaser regarding the
reoffering yields or prices of the Bonds. Information concerning reoffering yields or prices is the responsibility of the Initial Purchaser.

The prices and other terms with respect to the offering and sale of the Bonds may be changed from time-to time by the Initial Purchaser
after the Bonds are released for sale, and the Bonds may be offered and sold at prices other than the initial offering prices, including
sales to dealers who may sell the Bonds into investment accounts. In connection with the offering of the Bonds, the Initial Purchaser
may over - allot or effect transactions which stabilize or maintain the market prices or the Bonds at levels above those which might
otherwise prevail in the open market. Such stabilizing, if commenced, may be discontinued at any time.

The District has no control over trading of the Bonds in the secondary market. Moreover, there is no guarantee that a secondary market
will be made in the Bonds. In such a secondary market, the difference between the bid and asked price of utility district bonds may be
greater than the difference between the bid and asked price of bonds of comparable maturity and quality issued by more traditional
municipal entities, as bonds of such entities are more generally bought, sold or traded in the secondary market.

INVESTMENT CONSIDERATIONS

The purchase and ownership of the Bonds involve certain investment considerations and all prospective purchasers are urged to
examine carefully the Official Statement, including particularly the section captioned “INVESTMENT CONSIDERATIONS”, with respect
to the investment security of the Bonds.

\
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SELECTED DATA FROM THE OFFICIAL STATEMENT

The following material is qualified in its entirety by the more detailed information and financial statements appearing elsewhere in
this Official Statement. The offering of the Bonds to potential investors is made only by means of this entire Official Statement.
No person is authorized to detach this summary from this Official Statement or to otherwise use it without the entire Official
Statement.

The Issuer The Trophy Club Municipal Utility District No. 1 (the "District" or “Issuer”) is a political subdivision of
the State of Texas located in Denton and Tarrant Counties, Texas. The District was created as a
municipal utility district pursuant to Chapters 49 and 54 of the Texas Water Code and is a
conservation and reclamation district in accordance with Article XVI, Section 59 of the Texas
Constitution. The District has also adopted a fire protection plan under Section 50.055 of the
Texas Water Code, now codified as Subchapter L of Chapter 49 of the Texas Water Code,
pursuant to the Order of the Texas Water Commission of August 22, 1983. In July of 2009,
documentation was submitted to the Texas Commission on Environmental Quality (“TCEQ")
regarding the consolidation of Trophy Club Municipal Utlllty District Nos. 1 and 2 as of a May 9,
2009 election. (See “THE DISTRICT" herein.)

The Bonds The Bonds are being issued pursuant to the terms and provisions of an order (the “Order”) of the
Board of Directors of the District (the-“Board”) and in accordance with the Constitution and
general laws of the State of Texas (the “State”), including particularly Article XVI, Section 59 of
the Texas Constitution and Texas Water Code, Chapters 49 and 54, as amended, and an
approving order of the Texas Commission on Environmental Quality issued on February 6,
2014. (See “THE BONDS - Authority for Issuance” herein.)

Security for Payment The Bonds, when issued, will constitute special obligations of the District, payable, both as to
principal and interest, solely from and secured by a first lien on and pledge of the Net Revenues
of the District's water and sewer system (the “System”). The Net Revenues consist of the gross
revenues of the System, less maintenance and operation expenses of the System.
Depreciation and payments into and out of funds for the Bonds and Additional Bonds shall
never be considered expenses of maintenance and operation. Additionally, the District has
established a reserve fund (the “Reserve Fund”) pledged to the payment of the Bonds and
Additional Parity Obligations and is required to maintain an amount in the Reserve Fund equal
to average annual debt service requirements on the Bonds Similarly Secured (see “SELECTED
PROVISIONS OF THE ORDER”). The Bonds do not constitute a general obligation of the
District, and the holders of the Bonds shall not have the right to demand payment
thereof from any funds raised or to be raised by taxation. None of the State of Texas,
Denton or Tarrant Counties, Texas nor any political subdivision or municipality, other
than the District shall be obligated to pay the principal of or interest on the Bonds. (See
“THE BONDS —Security for Payment” herein.)

Paying Agent/Registrar The initial Paying Agent/Registrar for the Bonds is BOKF, NA dba Bank of Texas, Austln
' Texas.
Description The Bonds in the aggregate principal amount of $9,230,000* mature on September 1 of each year

in the amounts as set forth on page ii of this Official Statement.  Interest accrues from
February 1, 2015 (the "Dated Date”) at the rates per annum set forth page ii hereof and is payable
September 1, 2015 and each March 1 and September 1 thereafter until maturity or earlier
redemption. The Bonds are offered in fully registered form in integral multiples of $5,000 for any
one maturity. {See “THE BONDS - General Description” herein.)

Optional Redemption Bonds maturing on and after September 1, 2025 are subject to redemption in whole or from
time to time in part at the option of the District on March 1, 2025, and on any date thereafter, at
par plus accrued interest from the most recent interest payment date to the date of redemption.
(See “THE BONDS - Optional Redemption” herein.)

Tax Matters In the opinion of Bond Counsel, the interest on the Bonds will be excludable from gross income of
the owners thereof for purposes of federal income taxation under existing law subject to matters
discussed herein under “TAX MATTERS” including the alternative minimum tax on corporations.
(See “TAX MATTERS"” and Appendix C - “Form of Legal Opinion of Bond Counsel” herein.)

Use of Proceeds Proceeds from the sale of the Bonds will be used to (i) make improvements to the District's

wastewater treatment facilities and (ii) pay the costs related to the issuance of the Bonds. (See
“THE BONDS - Use of Bond Proceeds” herein.)
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Bond Insurance

Ratings

Qualified Tax Exempt
Obligations

Book-Entry-Only System

Future Bond Issues

Payment Record

Delivery

Legality

The District is considering qualifying the Bonds for municipal bond insurance and has made
application to municipal bond insurance companies in connection with such consideration. The
purchase of such insurance, if available, and the payment of all associated costs will be
at the option and expense of the Purchaser. (See “BOND INSURANCE” and “BOND
INSURANCE RISK FACTORS” herein.).

Standard & Poor's Ratings Services, a Standard & Poor’'s Financial Services LLC business
(“S&P”) has assigned a rating of "AA-" to the Bonds. An explanation of the significance of a
rating may be obtained from S&P. (See “RATINGS” herein.)

The Issuer will designate the Bonds as “Qualified Tax-Exempt Obligations” for financial
institutions. (See “TAX MATTERS - Qualified Tax-Exempt Obligations for Financial Institutions”
herein.)

The Issuer intends to utilize the Book-Entry-Only System of The Depository Trust Company,
New York, New York relating to the method and timing of payment and the method and transfer
relating to the Bonds. (See “BOOK-ENTRY-ONLY SYSTEM” herein.)

Currently the District has no plans to issue additional debt within the next twelve months.

The Issuer has never defaulted in the timely payment of principal of or interest on its revenue
indebtedness.

When issued, anticipated on or about February 17, 2015.
Delivery of the Bonds is subject to the approval by the Attorney General of the State of Texas and

the rendering of an opinion as to legality by Fulbright & Jaworski LLP, Bond Counsel, Dallas,
Texas, a member of Norton Rose Fulbright.

[The remainder of this page has intentionally been left blank.]
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PRELIMINARY OFFICIAL STATEMENT
relating to

$9,230,000*
TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
(A Political Subdivision of the State of Texas Located in Denton and Tarrant Counties, Texas)

WATER AND SEWER SYSTEM REVENUE BONDS, SERIES 2015
INTRODUCTION

This Preliminary Official Statement provides certain information in connection with the issuance by the Trophy Club Municipal
Utility District No. 1 (the “District” or “Issuer”) of its $9,230,000* Water and Sewer System Revenue Bonds, Series 2015 (the
“Bonds”).

The Bonds are being issued pursuant to the terms and provisions of an order (the “Order”) of the Board of Directors of the
District (the “Board”) and in accordance with the Constitution and general laws of the State of Texas (the “State”), including
particularly Article XVI, Section 59 of the Texas Constitution and Texas Water Code, Chapters 49 and 54, as amended, and an
approving order of the Texas Commission on Environmental Quality issued on February 6, 2014, and will constitute special
obligations of the District, payable, both as to principal and interest, solely from and secured by a first lien on and pledge of the
Net Revenues of the District's water and sewer system (the “System”).

Unless otherwise indicated, capitalized terms used in this Preliminary Official Statement have the same meaning assigned to
such terms in the Order.

Included in this Preliminary Official Statement are descriptions of the Bonds, the Order, and certain information about the District
and its finances. ALL DESCRIPTIONS OF DOCUMENTS CONTAINED HEREIN ARE SUMMARIES ONLY AND ARE
QUALIFIED IN THEIR ENTIRETY BY REFERENCE TO EACH SUCH DOCUMENT. Copies of such documents may be
obtained from the District or Financial Advisor.

THE BONDS
General

The Order authorizes the issuance and sale of the Bonds and prescribes the terms, conditions and provisions for payment of the
principal of and interest on the Bonds by the District. Set forth below is a description of the Bonds and a summary of certain
provisions of the Order. Capitalized terms in such summary are used as defined in the Order. Such summary is not a complete
description of the entire Order and is qualified by reference to the Order, copies of which are available from the District or the
Financial Advisor. (See “APPENDIX B - SELECTED PROVISIONS OF THE ORDER" herein.)

Description of the Bonds

The $9,230,000* Trophy Club Municipal Utility District No. 1 Water and Sewer System Revenue Bonds, Series 2015 will bear
interest from February 1, 2015 (the “Dated Date”) and will mature on September 1 of the years and in the principal amounts set
forth on page ii hereof.

Interest on the Bonds is payable September 1, 2015, and each March 1 and September 1 thereafter until the earlier of maturity
or redemption, and will be calculated on the basis of a 360-day year of twelve 30-day months. The Bonds will be issued in fully
registered form only, without coupons, in denominations of $5,000 or any integral multiple thereof. The initial paying agent for the
Bonds shall be BOKF, NA dba Bank of Texas, Austin, Texas ("Paying Agent"). The principal of and interest on the Bonds shall
be payable without exchange or collection charges, in any coin or currency of the United States of America which, on the date of
payment, is legal tender for the payment of debt due the United States of America.

If the specified date for any payment of principal (or Redemption Price) of or interest on the Bonds is a Saturday, Sunday, or
legal holiday or equivalent for banking institutions generally in the city in which Designated Payment / Transfer Office of the
Paying Agent is located, such payment may be made on the next succeeding day which is not one of the foregoing days without
additional interest and with the same force and effect as if made on the specified date for such payment.

Initially, the Bonds will be registered and delivered only to Cede & Co., the nominee of The Depository Trust Company (“DTC")
pursuant to the Book-Entry-Only System described herein. No physical delivery of the Bonds will be made to the beneficial
owners. Principal of and interest on the Bonds will be payable by the Paying Agent to Cede & Co., which will distribute the

amounts paid to the participating members of DTC for subsequent payment to the beneficial owners of the Bonds. (See
“*BOOK-ENTRY-ONLY SYSTEM” HEREIN.)

* Preliminary, subject to change.
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Use of Bond Proceeds

Proceeds from the sale of thé Bonds are beir;g used to (i) make improvements to the District's wastewater treatment facilities
and (ii) pay the costs related to the issuance of the Bonds. (See “THE PROJECT" herein.)

Authority for Issuance

The Bonds are issued pursuant to the terms and provisions of an order (the “Order”) of the Board of Directors of the District (the

“Board”) and in accordance with the Constitution and general laws of the State of Texas (the “State”), including particularly
Article XVI, Section 59 of the Texas Constitution and Texas Water Code, Chapters 49 and 54, as amended, and an approvmg
order of the Texas Commission on Environmental Quality issued on February 6, 2014, .

Texas Commission on Environmental Quality Approval

On February 6, 2014, the Texas Commission on Environmental Quality (“TCEQ”) issued a Commission Order (“TCEQ Order”)
approving the project and the issuance of the Bonds. The approval order included the following information:

“....Pursuant to TEX. WATER CODE Section 49.181, the engineering project for Trophy Club Municipal Utility District

No. 1 of Denton and Tarrant Counties is hereby approved together with the issuance of $14,995,000 ($9,230,000 in
water and sewer system revenue bonds and $5,765,000 in unlimited tax bonds) in bonds at a. maximum net effective
interest rate of 6.23%.... The District is directed not to expend $12,991,567 ($11,297,015 for construction plus
$1,694,552 in contlngenCIes) of the bond issue proceeds approved herein for the wastewater treatment plant .
improvements pending District Board's receipt of plans and specifications approved by all entities with jurisdiction, as
necessary.... The approval of the sale of these bonds herein shall be valid for one year from the date of this Order
unless extended by written authorization of the Commission staff.”

The TCEQ further orderedffto enable the TCEQ to carry out the responsibilities imposed by Texas Water Code Sections 49.181-
182, that the District shall: (1) furnish the TCEQ copies of all bond issue project construction documentation outlined under Title
30 of the Texas Administrative Code, Section 293.62, including detailed progress reports and as-built plans required by Texas
Water code Section 49.277(b), which have not already been submitted; (2) notify the Utilities and Districts Section of the TCEQ
and obtain approval of the TCEQ for any substantial alterations in the engineering project approved herein before making such
alterations; and (3) ensure, as required by Texas Water Code Section 49.277(b), that all construction financed with the proceeds
from the sale of bonds is completed by the construction contractor according to the plans and specifications contracted.

Payment Record .
The District has never defaulted on the timely payment of principal of and interest on its revenue indebtedness.
Redemption Provisions

The Bonds maturing on or after September 1, 2025, are subject to redemption prior to maturity at the option of the District, in
whole or from time to time in part, on March 1, 2025, and on any date thereafter, at a redemption price equal to the principal
amount thereof plus accrued interest from the most recent interest payment date to the date fixed for redemption.

Notice of Redemption: Not less than thirty (30) days prior to a redemption date for the Bonds, the District shall cause a notice of
such redemption to be sent by United States mail, first-class postage prepaid, to the registered owners of each Bond or a portion
thereof to be redeemed at its address as it appeared on the registration books of the Paying Agent/Registrar ‘at the close of
business on the business day next preceding the date of mailing of such notice. With respect to any optional redemption of the
Bonds, unless certain prerequisites to such rédemption required by the Order have been met and money sufficient to pay the
principal of and premium, if any, and interest on the Bonds to be redeemed will have been received by the Paying
Agent/Registrar prior to the giving of such notice of redemption, such notice will state that said redemption may, at the option of
the Issuer, be conditional upon the satisfaction of such prerequisites and receipt of such money by the Paying Agent/Registrar
on or prior to the date fixed for such redemption or upon any prerequisite set forth in such notice of redemption. If a conditional
notice of redemption is given and such prerequisites to the redemption are not fulfilled, such notice will be of no force and effect,
the Issuer will not redeem such Bonds, and the Paying Agent/Registrar will give notice in the manner in which the notice of
redemption was given, to the effect that such Bonds have not been redeemed. ANY NOTICE OF REDEMPTION SO MAILED
TO THE REGISTERED OWNERS WILL BE DEEMED TO HAVE BEEN DULY GIVEN IRRESPECTIVE OF WHETHER
RECEIVED BY ANY HOLDER OF THE BONDS, AND, SUBJECT TO PROVISION FOR PAYMENT OF THE REDEMPTION
PRICE HAVING BEEN MADE, AND ANY PRECONDITIONS STATED IN THE NOTICE OF REDEMPTION HAVING BEEN
SATISFIED INTEREST ON THE REDEEMED BONDS SHALL CEASE TO ACCRUE FROM AND AFTER SUCH REDEMPTION
DATE'NOTWITHSTANDING THAT A BOND HAS NOT BEEN PRESENTED FOR PAYMENT. By the date fixed for any such
redemption, due provision shall be made with the Paying Agent/Registrar for the payment of the required, redemption price for
the Bonds or portions thereof which are to be so redeemed. If such notice of redemption is given and if due provision for such
payment is made, all as provided above, the Bonds or portion thereof which are to be redeemed thereby automatically shall be
treated as redeemed prior to their scheduled maturities, and they shall not bear interest after the date fixed for redemption, and
they shall not be regarded as being outstanding except for the right of the registered owner to receive the redemption price from
the Paying Agent/Registrar out of the funds provided for such payment.

2
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The Paying Agent/Registrar and the Issuer, so long as a Book-Entry-Only System is used for the Bonds, will send any notice of
redemption, notice of proposed amendment to the Bonds or other notices with respect to the Bonds only to DTC. Any failure by
DTC to advise any DTC participant, or of any DTC participant or indirect participant to notify the Beneficial Owner, will not affect
the validity of the redemption of the Bonds called for redemption or any other action premised on any such notice. Redemption of
portions of the Bonds by the Issuer will reduce the outstanding principal amount of such Bonds held by DTC. In such event,
DTC may implement, through its Book-Entry-Only System, a redemption of such Bonds held for the account of DTC participants
in accordance with its rules or other agreements with DTC participants and then DTC participants and indirect participants may
implement a redemption of such Bonds from the Beneficial Owners. Any such selection of Bonds to be redeemed will not be
governed by the Order and will not be conducted by the Issuer or the Paying Agent/Registrar. Neither the Issuer nor the Paying
Agent/Registrar will have any responsibility to DTC participants, indirect participants or the persons for whom DTC participants
act as nominees, with respect to the payments on the Bonds or the providing of notice to DTC participants, indirect participants,
or Beneficial Owners of the selection of portions of the Bonds for redemption. (See "BOOK-ENTRY-ONLY SYSTEM" herein.)

Termination of Book-Entry-Only System

The District is initially utilizing the book-entry-only system of the DTC. (See “BOOK-ENTRY-ONLY SYSTEM” herein.) In the event
that the Book-Entry-Only System is discontinued by DTC or the District, the following provisions will be applicable to the Bonds.

Payment; Principal of the Bonds will be payable at maturity or redemption to the registered owners as shown by the registration
books maintained by the Paying Agent upon presentation and surrender of the Bonds to the Paying Agent at the designated office
for payment of the Paying Agent/Registrar in St. Paul, Minnesota (the “Designated Payment/Transfer Office”). Interest on the Bonds
will be payable by check or draft, dated as of the applicable interest payment date, sent by the Paying Agent by United States mail,
first class, postage prepaid, to the registered owners at their respective addresses shown on such records, or by such other method
acceptable to the Paying Agent requested by registered owner at the risk and expense of the registered owner. If the date for the
payment of the principal of or interest on the Bonds shall be a Saturday, Sunday, legal holiday or day on which banking institutions in
the city where the Designated Payment/Transfer Office of the Paying Agent is located are required or authorized by law or executive
order to close, then the date for such payment shall be the next succeeding day which is not a Saturday, Sunday, legal holiday or
day on which banking institutions are required or authorized to close, and payment on such date shall for all purposes be deemed to
have been made on the original date payment was due. Initially, the only registered owner of the Bonds will be CEDE & CO. as
nominee of DTC. (See “BOOK-ENTRY-ONLY SYSTEM" herein.)

Registration: The Bonds may be transferred and re-registered on the registration books of the Paying Agent only upon presentation
and surrender thereof to the Paying Agent/Registrar at the Designated Payment/Transfer Office. A Bond also may be exchanged for
a Bond or Bonds of like maturity and interest and having a like aggregate principal amount, upon presentation and surrender at the
Designated Payment/Transfer Office. All Bonds surrendered for transfer or exchange must be endorsed for assignment by the
execution by the registered owner or his duly authorized agent of an assignment form on the Bonds or other instruction of transfer
acceptable to the Paying Agent. Transfer and exchange of Bonds will be without expense or service charge to the registered owner,
except for any tax or other governmental charges required to be paid with respect to such transfer or exchange. A new Bond or
Bonds, in lieu of the Bond being transferred or exchanged, will be delivered by the Paying Agent/Registrar to the registered owner, at
the Designated Payment/Transfer Office of the Paying Agent/Registrar or by United States mail, first-class, postage prepaid. To the
extent possible, new Bonds issued in an exchange or transfer of Bonds will be delivered to the registered owner not more than three
(3) business days after the receipt of the Bonds to be canceled in the exchange or transfer and the denominations of $5,000 or any
integral multiple thereof. (See “BOOK-ENTRY-ONLY SYSTEM” herein for a description of the system to be initially utilized in
regard to ownership and transferability of the Bonds.)

Limitations on Transfer of Bonds: Neither the District nor the Paying Agent shall be required to make any transfer, conversion or
exchange to an assignee of the registered owner of the Bonds with respect to any Bond called for redemption, in whole or in part,
within forty-five (45) days of the date fixed for redemption; provided, however, such limitation of transfer shall not be applicabie to an
exchange by the registered owner of the uncalled balance of a Bond.

Replacement Bonds: If a Bond is mutilated, the Paying Agent will provide a replacement Bond in exchange for the mutilated bond.
If a Bond is destroyed, lost or stolen, the Paying Agent will provide a replacement Bond upon (i) the filing by the registered owner
with the Paying Agent of evidence satisfactory to the Paying Agent of the destruction, loss or theft of the Bond and the authenticity of
he registered owner’s ownership and (ii) the furnishing to the Paying Agent of indemnification in an amount satisfactory to hold the
District and the Paying Agent harmless. All expenses and charges associated with such indemnity and with the preparation,
execution and delivery of a replacement Bond must be borne by the registered owner. The provisions of the Order relating to the
replacement Bonds are exclusive and the extent lawful, preclude all other rights and remedies with respect to the replacement and
payment of mutilated, destroyed, lost or stolen Bonds.

Defeasance of Outstanding Bonds

The Order provides for the defeasance of the Bonds when payment of the principal of and premium, if any, on Bonds, plus
interest thereon to the due date thereof (whether such due date be by reason of maturity, or otherwise), is provided by
irrevocably depositing with the Paying Agent/Registrar, or an authorized escrow agent, in trust (1) money sufficient to make such
payment or (2) Government Securities, certified by an independent public accounting firm of national reputation to mature as to
principal and interest in such amounts and at such times to insure the availability, without reinvestment, of sufficient money to
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make such payment, and all necessary and proper fees, compensation and expenses of the paying agent for the Bonds. The
Order provides that "Government Securities" means (1) direct, noncallable obligations of the United States of America, including
obligations that are unconditionally guaranteed by the United States of America, (2) noncallable obligations of an agency or
instrumentality of the United States of America, including_obligations that are unconditionally guaranteed or insured by the
agency or instrumentality and that are rated as to investment quality by a nationally recognized investment rating firm not less
than AAA or its equivalent, (3) noncallable obligations of a state or an agency or a county, municipality, or other political
subdivision of a state that have been refunded and that are rated as to investment quality by a nationally recognized investment
rating firm not less than AAA or its equivalent and (4) any other then authorized securities or obligations urider applicable Texas
state law that may be used to defease obligations such as the Bonds. There is no assurance that the current law will not be
changed in a manner which would permit investments other than those described above to be made with amounts deposited to
defease the Bonds. Because the Order does not contractually limit such investments, registered owners will be deemed to have
consented to defeasance with such other investments, notwithstanding the fact that such investments may not be of the same
investment quality as those currently permitted under State law. There is no assurance that any particular rating for U.S.
Treasury securities used as Government Securities or the rating for any other Government Security will be maintained at any
particular rating category. The District has additionally reserved the right, subject to satisfying the requirements of (1) and (2)
above, to substitute other Government Securities for the Government Securities originally deposited, to reinvest the uninvested
moneys on deposit for such defeasance and to withdraw for the benefit of the District moneys in excess of the amount required
for such defeasance.

Upon such deposit as described above, such Bonds shall no longer be regarded to be outstanding or unpaid. After firm banking
and financial arrangements for the discharge and final payment of the' Bonds have been made as described above, all rights of
the District to initiate proceedings to take any action amending the terms of the Bonds are extinguished. L.

Paying Agent/Registrar

Principal of and semiannual interest on the Bonds will be paid by BOKF, NA dba Bank of Texas, Austin, Texas, the initial Paying
Agent/Registrar (the "Paying Agent"). The Paying Agent must be a bank, trust company, financial institution or other entity duly
qualified and equally authorized to serve and perform the duties as paying agent and registrar for the Bonds.

Provision is made in the Order for the District to replace the Paying Agent by a Order of the District giving notice to the Paying
Agent of the termination of the appointment, stating the effective date of the termination and appointing a successor Paying
Agent. If the Paying Agent is replaced by the District, the new Paying Agent shall be required to accept the previous Paying
Agent’s records and act in the same capacity as the previous Paymg Agent. Any successor paying agent/fegistrar selected by
the District shall be subject to the same qualification requirements as the Paying Agent. The successor paying agent/registrar, if
any, shall be determined by the Board of Directors and written notice thereof, specifying the name and address of such
successor paying agent/registrar will be sent by the District or the successor paying agent/registrar to each Registered Owner by
first-class mail, postage prepaid.

Record Date ¢
The record date for payment of the interest on Bonds on any regularly scheduled interest payment date is defined as the
fifteenth day of the month preceding such interest payment date.

Tax Covenants :

In the Order the District has covenanted with respect to, among other matters, the use of the proceeds of the Bonds and the
property financed therewith by persons other than state or local governmental units, the manner in which the proceeds of the
Bonds are to be invested, the periodic calculation and payment to the United States of arbitrage profits from the investment of
proceeds, and the reporting of certain information to the United States Treasury. The District may cease to comply with any
such covenant if it has received a written opinion of a nationally recognized bond counsel to the effect that failure to comply with
such covenant will.not adversely affect the exemption from federal income taxation of interest on the Bonds under Section 103 of
the Code.

SOURCES AND USES OF FUNDS
The proceeds from the sale of the Bonds will be applied approximately as follows:

Sources of Funds
Par Amount of Bonds _
Accrued Interest on the Bonds
Net Original Issue Premium (if any)

Total Sources of Funds
Uses of Funds . .
Deposit to the Construction Fund
Costs of Issuance
Accrued Interest Deposit to Interest & Sinking Fund : “
Contingency Amount

Total Uses of Funds -
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SECURITY FOR THE BONDS

The following summary of the provisions of the Order that describe the security for the Bonds is qualified by reference to the
Order, excerpts of which are included herein under the heading “SELECTED PROVISIONS OF THE ORDER.”

Net Revenues

The District has pledged the Net Revenues to secure the payment of the Bonds, the Outstanding Obligations shown below, and
any Additional Bonds (as defined below) and has reserved the right, subject to certain conditions, to pledge the Net Revenues to
secure additional parity obligations (“Additional Parity Obligations”) from time to time in the future (see “SECURITY FOR THE
BONDS - issuance of Additional Bonds”). The Order defines “Net Revenues” as all of the revenues of every kind and nature
received through the operation of the System, less the expenses of operation and maintenance paid thereof, including salaries,
labor, materials, repairs and extensions necessary to render efficient service; provided, however, that only such repairs and
extensions as in the judgment of the Board, reasonably and fairly exercised, are necessary to keep the System in operation and
render adequate service to the District and the inhabitants thereof, or such as might be necessary to meet some physical
accident or condition which would otherwise impair the security of the Bonds or the Additional Parity Obligations shall be
deducted in determining Net Revenues. Depreciation and payments into and out of funds for the Outstanding Obligations, the
Bonds and any Additional Parity Obligations shall never be considered expenses of maintenance and operation. Additionally,
the District has established a reserve fund (the “Reserve Fund”) pledged to pay principal of or interest on the Bonds and
Additional Parity Obligations and covenants to maintain an amount equal to the Required Reserve, as described below (see
“SELECTED PROVISIONS OF THE ORDER”). The District has not covenanted or obligated itself to pay the Bonds from
monies raised or to be raised from taxation.

The District has Outstanding Obligations secured by and payable from Net Revenues on parity with the Bonds as follows:

Dated Date Qutstanding Amount Issue Description

04-01-13 $302,000 Revenue Notes Series 2013

The Series 2013 Notes are referred to hereinafter as the “Outstanding Obligations”. The “Parity Revenue Obligations” means,
collectively, the Bonds, the Outstanding Obligations, and any Additional Bonds.

Reserve Fund

In the Order, the District covenants to accumulate and maintain a reserve for the payment of the Bonds and Additional Parity
Obligations (the Required Reserve) equal to the lesser of (i) the Average Annual Debt Service Requirements (calculated on a
Fiscal Year basis and determined as of the date of issuance of the Bonds or the most recently issued series of Additional Parity
Obligations then QOutstanding, or at the option of the District, at the end of each fiscal year) for the Bonds and Additional Parity
Obligations or (ii) the maximum amount in a reasonably required reserve fund for the Bonds Similarly Secured from time to time
that can be invested without restriction as to yield pursuant to section 148 of the Internal Revenue Code of 1986, as amended
(the Reserve Fund), which Fund or account shall be maintained at an official depository of the District. All funds deposited into
the Reserve Fund (excluding surplus funds which include earnings and income derived or received from deposits or investments
which will be transferred to the Revenue Fund during such period as there is on deposit in the Reserve Fund the Required
Reserve) shall be used solely for the payment of the principal of and interest on the Bonds Similarly Secured, when and to the
extent other funds available for such purposes are insufficient, and, in addition, may be used to retire the last stated maturity or
interest on the Bonds or Additional Parity Obligations.

Upon issuance of the Bonds, the total amount required to be accumulated and maintained in the Reserve Fund is hereby
determined to be $641,245* (the Required Reserve), which is equal to not less than the Average Annual Debt Service for the
Bonds, and on or before the 1st day of the month next following the month the Bonds are delivered to the Purchasers and on or
before the 1st day of each following month, the District shall cause to be deposited to the Reserve Fund from the Pledged
Revenues an amount equal to at least one-sixtieth (1/60th) of the Required Reserve. After the Required Reserve has been fully
accumulated and while the total amount on deposit in the Reserve Fund is in excess of the Required Reserve, no monthly
deposits shall be required to be made to the Reserve Fund.

As and when Additional Parity Bonds are delivered or incurred, the Required Reserve shall be increased, if required, to an
amount calculated in the manner provided in the first paragraph of this Section. Any additional amount required to be
maintained in the Reserve Fund shall be so accumulated by the deposit of the necessary amount of the proceeds of the issue or
other lawfully available funds in the Reserve Fund immediately after the delivery of the then proposed Additional Parity Bonds,
or, at the option of the District, by the deposit of monthly installments, made on or before the 1st day of each month following the
month of delivery of the then proposed Additional Parity Bonds, of not less than 1/60th of the additional amount to be maintained
in the Reserve Fund by reason of the issuance of the Additional Parity Bonds then being issued (or 1/60th of the balance of the
additional amount not deposited immediately in cash), thereby ensuring the accumulation of the appropriate Required Reserve.

* Preliminary, subject to change.
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When and so long as the cash and investments in the Reserve Fund equal the Required Reserve, no deposits need be made to
the credit of the Reserve Fund; but, if and when the Reserve Fund at any time contains less than the Required Reserve (other
than as the result of the issuance of Additional Parity Bonds as provided in the preceding paragraph), the District covenants and
agrees to cure the deficiency in the Required Reserve by resuming the Required Reserve Fund Deposits to said Fund or
account from the Pledged Revenues, or any other lawfully available funds, such monthly deposits to be in amounts equal to not
less than 1/60th of the Required Reserve covenanted by the District to be maintained in the Reserve Fund with any such
deficiency payments being made on or before the 1st day of each month until the Required Reserve has been fully restored.
The District further covenants and agrees that, subject only to the prior payments to be made to the Bond Fund, the Pledged
Revenues shall be applied and appropriated and used to establish and maintain the Required Reserve and to cure any
deficiency in such amounts as required by the terms of the Order and any other order pertaining to the issuance of Additional
Parity Bonds.

During such time as the Reserve Fund-contains the Required Reserve, the District may, at its option, withdraw all surplus funds
in the Reserve Fund in excess of the Required Reserve and deposit such surplus in the Revenue Fund, unless such surplus
funds represent proceeds of the Bonds, then such surpluswill be transferred to the Bond Fund. The District hereby designates
its Depository as the custodian of the Reserve Fund.

The District, at its option and consistent with the provisions of the Order, may, to the extent permitted by then-applicable law,
fund the Reserve Fund at the Required Reserve by purchasing an insurance policy that will unconditionally obligate the
insurance company or other entity to pay all, or any part thereof, of the Required Reserve in the event funds on deposit in the
interest and Sinking Fund are not sufficient to pay the debt service requirements on the Bonds Similarly Secured. All orders
adopted after the date hereof authorizing the issuance of Additional Parity Bonds shall contain a provision to this effect.

In the event an insurance policy issued to satisfy all or part of the District’s obligation with respect to the Reserve Fund causes
the amount then on deposit in the Reserve Fund to exceed the Required Reserve, the District may transfer such excess amount
to any fund or account established for the payment of or security for the Bonds Similarly Secured (including any escrow
established for the final payment of any such obligations pursuant to Chapter 1207, as amended, Texas Government Code) or
use such excess amount for any lawful purpose now or hereafter provided by law.

Rate Covenant .

The District will at all times collect for services rendered by the System such amounts as will be at least sufficient to pay all
expenses of operation and maintenance, and to provide Net Revenues equal to 1.10 times the amount that is sufficient to pay
the scheduled principal of and interest on the Parity Revenue Obligations, plus one times the amount (if any) required to be
deposited in any reserve or contingency fund or account created for the payment and security of the Parity Revenue Obligations.

Issuance of Additional Bonds

The District expressly reserves and shall hereafter have the right to issue in one or more installments such other bonds as
provided below. Such Bonds may be payable from and equally secured by a pledge of and first lien on the Net Revenues, to the
same extent as pledged and in all things on a parity with the lien of these Bonds.

i

. -
.

The District expressly reserves and shall hereafter have the right to issue in.one or more instaliments the following:

(1) Additional Bonds. The District expressly reserves the right to issue Additional Bonds payable solely from the Net Revenues
of the System, for the purpose of completing, repairing, improving, eﬁ(tending, enlarging, or replacing the System, or refund
bonds or other obligations issued in connection with the System, and such bonds may be payable form and equally secured
by a first lien on and pledge of said Net Revenues on a parity with the pledge thereof for these Bonds. Provided, however,
that before the District can issue Additional Bonds payable solely from the Net Revenues of the System, an independent
certified public accountant shall certify that the Net Earnings of the System for the last completed fiscal year or a 12
consecutive calendar month period ending no more than 90 days preceding the adoption of the-order authorizing, the
Additional Bonds shall have been not less than 1.20 times the average annual debt service requirements of the Outstanding
Obligations, the Bonds and any Additional Parity Obligations. Additionally, in connection with the issuance of Additional
Parity Obligations, the President of the Board and the General Manager shall sign a written certificate to the effect that the
District is not in default as to any covenant, condition or obligation in connection with the Outstanding Obligations, the Bonds
and Additional Parity Obligations and the bond orders authorizing the same and the Interest and Sinking Fund and the
Reserve Fund each contain the amount then required to be therein. -

At such time as the Outstanding Bonds are no longer outstanding, the Accountant, in making a determination of the Net
Earnings, may take into consideration a change in the rates and charges for services and facilities afforded by the System
that became effective at least sixty (60) days prior to the last day of the period for which Net Earnings are determined and,
for purposes of satisfying the above Net Earnings test, make a pro forma determination of the Net Earnings of the System
for the period of time covered by his certification or opinion based on such change in rates and charges being in effect for
the entire period covered by the Accountant's certificate or opinion.
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(2) Inferior Lien Bonds. The District also reserves the right to issue inferior lien bonds and to pledge the Net Revenues of the
System, to the payment thereof, such pledge to be subordinate in all respects to the lien of these Bonds and the
Outstanding Bonds and any Additional Bonds.

Bondholders’ Remedies

The Order provides that, in addition to all other rights and remedies of any Registered Owners provided by the laws of the State
of Texas, in the event the District defaults in the observance or performance of any covenant in the Order including payment
when due of the principal of and interest on the Bonds, any Registered Owner may apply for a writ of mandamus from a court of
competent jurisdiction requiring the Board of Directors or other officers of the District to observe or perform such covenants.

The Order provides no additional remedies to a Registered Owner. Specifically, the Order does not provide for the appointment
of a trustee to protect and enforce the interests of the Registered Owners or for the acceleration of maturity of the Bonds upon
the occurrence of a default in the District’s obligations. Consequently, the remedy of mandamus is a remedy which may have to
be enforced from year-to-year by the Registered Owners and may prove time consuming, costly and difficult to enforce.

Statutory language authorizing local governments such as the District to sue and be sued does not waive the local government’s
sovereign immunity from suits for money damages, so that in the absence of other waivers of such immunity by the Texas
Legislature, a default by the District in its covenants in the Order may not be reduced to a judgment for money damages. The
Bonds are not secured by an interest in any improvements or any other property of the District. Under Texas law, no judgment
obtained against the District may be enforced by execution of a levy against the District's public purpose property. The
Registered Owners themselves cannot foreclose on property within the District or sell property within the District in order to pay
principal of or interest on the Bonds. |n addition, the enforceability of the rights and remedies of the Registered Owners may be
delayed, reduced or otherwise affected or limited by federai bankruptcy laws or other similar laws affecting the rights of creditors
of a political subdivision or by a state statute reasonably required to attain an important public purpose. See “INVESTMENT
CONSIDERATIONS — Registered Owners’ Remedies” and “— Bankruptcy Limitation to Registered Owners’ Rights.”

RATING

Standard & Poor's Ratings Services, a Standard & Poor’s Financial Services LLC business (“S&P”) has assigned a rating of
"AA-" to the Bonds. Currently the District has no underlying rating on its revenue debt. An explanation of the significance of a
rating may be obtained from S&P. The rating reflects only the view of such company, and the District makes no representation
as to the appropriateness of the rating. There is no assurance that such rating will continue for any given period of time or that it
will not be revised downward or withdrawn entirely by any such rating company, if, in the judgment of such company
circumstances so warrant. Any such downward revision or withdrawal of such rating may have an adverse effect on the market
price of the Bonds.

BOND INSURANCE

The Issuer is considering qualifying the Bonds for municipal bond insurance and has made application to several bond insurance
companies in connection with such consideration. No representation is hereby made that the Issuer will use municipal bond
insurance in connection with the issuance of the Bonds. If municipal bond insurance is obtainable, its use will be at the
bidder’s option, and any premium to be paid will be at the bidder’s expense.

BOND INSURANCE RISK FACTORS
General

If a commitment from a bond insurance company (the “Insurer”) to provide a municipal bond insurance policy relating to the
Bonds (the “Policy”) is obtained, the final Official Statement shall disclose certain information relating to the Insurer and the
Policy. The purchase of such insurance, if available, and the payment of all associated costs will be at the option and expense
of the Purchaser. If the Purchaser chooses to purchase the Policy, the following risk factors related to municipal bond insurance
policies generally apply.

In the event of default of the scheduled payment of principal of or interest on the Bonds when all or a portion thereof becomes
due, any owner of the Bonds shall have a claim under the Policy for such payments. The payment of principal and interest in
connection with mandatory or optional prepayment of the Bonds by the District which is recovered by the District from the Bond
owner as a voidable preference under applicable bankruptcy law is covered by the Policy; however, such payments will be made
by the Insurer at such time and in such amounts as would have been due absent such prepayment by the District (unless the
Insurer chooses to pay such amounts at an earlier date). Payment of principal of and interest on the Bonds is not subject to
acceleration, but other legal remedies upon the occurrence of non-payment do exist (see “THE BONDS - Bondholders'
Remedies”). The Insurer may reserve the right to direct the pursuit of available remedies, and, in addition, may reserve the right
to consent to any remedies available to and requested by the holders of the Bonds.
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In the event the Insurer is unable to make payment of principal and interest as such payments become due under the Policy, the
Bonds are payable solely from the Net Revenues of the District's System. In the event the Insurer becomes obligated to make
payments with respect to the Bonds, no assurance is given that such event will not adversely affect the market price or the
marketability (liquidity) of the Bonds.
¢

If a Policy is acquired, the long-term ratings on the Bonds will be dependent in part on the financial strength of the Insurer and its-
claims-paying ability. The Insurer's financial strength and claims paying ability are’ predicated upon a number of factors which
could change over time. No assurance can be given that the long-term ratings of the Insurer and of the ratings on the Bonds;*
whether or not subject to a Policy, will not be subject to downgrade and such event could adversely affect the market price or the
marketability (liquidity) for the Bonds. See the disclosure described under the caption "RATING" herein. The obligations of the
Insurer under a Policy are general obligations of the Insurer and in an event of default by the Insurer, the remedies available may
be limited by applicable bankruptcy law. None of the District, the Financial Advisor or the Purchaser has made independent
investigation into the claims-paying ability of any Insurer and no assurance or representation regarding the financial strength or
projected financial strength of any Insurer is given. .

BOOK-ENTRY-ONLY SYSTEM
This section describes how ownership of the Bonds is to be transferred and how the principal of, premium, if any, and interest on
the Bonds are to be paid to and credited by the Depository Trust Company while the Bofids are registered in its nominee’s
name. The information in this section concerning DTC and the Book-Entry-Only System has been provided by DTC for use in
disclosure documents such as this Official Statement. The District and the Purchaser believe the source of such information to‘
be reliable, but take no responsibility for the accuracy or completeness thereof.

The District and the Purchaser cannot and do not give any assurance the (1) DTC will distribute payments of debt service on the
Bonds, or redemption or other notices, to DTC Participant, (2) DTC Participants or others will distribute debt service payments
paid to DTC or its nominee (as the registered owner of the Bonds), or redemption or other notices, to the Beneficial Owners
(hereinafter defined); or that they will do so on a timely basis, or.(3) DTC will serve and act in the manner described in this
Official Statement. The current rules applicable to DTC are on file with the Securities and Exchange Commission, and the
current procedures of DTC to be followed in dealing with DTC Participants are on file with DTC.

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully registered securities reélistered 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 certificate will be issued for each maturity of the Bonds, in the aggregate principa!l amount of each
maturity, and will be deposited with DTC.

DTC, the world's largest depository, is a limited-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 “clearing
corporation®, within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the
provisions 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 eliminates the need for physical movement of certificated
securities. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other 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
companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either
directly or indirectly (“Indirect Participants”). DTC is rated “AA+" by Standard & Poor's. The DTC Rules applicable to its
Participants are on file with the SEC. More information about DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a credit for the
Bonds on DTC's records. The ownership interest of each"actual purchaser of Bonds (“Beneficial Owner”) is in turn 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 t0 receive written confirmations providing details of the transaction,

as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the Bonds 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 Bonds
representing their ownership interests in Bonds, except in the event that use of the book-entry system for the Bonds is -
discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with 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 Bonds 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 Bonds; DTC’s records reflect only
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the identity of the Direct Participants to whose accounts such Bonds 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.

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 governed by arrangements among them, subject
to any statutory or regulatory requirements as may be in effect from time to time. Beneficial Owners of Bonds may wish to take
certain steps to augment the transmission to them of notices of significant events with respect to the Bonds, such as
redemptions, tenders, defaults, and proposed amendments to the Bond documents. For example, Beneficial Owners of Bonds
may wish to ascertain that the nominee holding the Bonds for their benefit has agreed to obtain and transmit notices to Beneficial
Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and request that
copies of the notices be provided directly to them.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Bonds unless authorized by a
Direct Participant in accordance with DTC’s Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the 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 Bonds are credited on the Record Date (identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Bonds 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 the Issuer or the Paying Agent/Registrar, on the 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 nor its nominee, the Paying
Agent/Registrar, or the Issuer, subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of principal and interest to Cede & Co. {or such other nominee as may be requested by an authorized representative of
DTC) is the responsibility of the Issuer or the Paying Agent/Registrar, 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 the Direct
and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Bonds at any time by giving reasonabie
notice to the Issuer or the Paying Agent/Registrar. Under such circumstances, in the event that a successor securities
depository is not obtained, physical Bonds are required to be printed and delivered to DTC Participants or the Beneficial Owners,
as the case may be.

The Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor securities
depository). In that event, physical Bonds will be printed and delivered. (See "THE BONDS — Termination of Book-Entry-Only
System" herein.)

The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources that the Issuer
and Underwriter believe to be reliable, but the Issuer and the Underwriter take no responsibility for the accuracy thereof.

Use of Certain Terms in Other Sections of this Official Statement

In reading this Official Statement it should be understood that while the Bonds are in the Book-Entry-Only System, references in
other sections of this Official Statement to registered owners should be read to include the person for which the Direct or Indirect
Participant acquires an interest in the Bonds, but (i) all rights of ownership must be exercised through DTC and the Book-Entry-
Only System, and (ii) except as described above, notices that are to be given to registered owners under the Order will be given
only to DTC.

INVESTMENT CONSIDERATIONS
General

The Bonds are special limited obligations of the District and are not obligations of the Town of Trophy Club, the Town of
Westlake, the State of Texas, Denton County, Tarrant County, or any other political subdivision except the District. Payment of
the principal of and interest on the Bonds depends upon the ability of the District to collect amounts sufficient to pay all expenses
of operation and maintenance of the System, and to provide Net Revenues which will be adequate to pay promptly all of the
principal of and interest on the Bonds Similarly Secured and to make all deposits required to be made into the Reserve Fund and
any other funds established by the Order or any other order authorizing the issuance of Additional Bonds. The District has not
covenanted or obligated itself to pay the Bonds from monies raised or to be raised from taxation.

Approval of the Bonds
The Attorney General of Texas must approve the legality of the Bonds prior to their delivery. The Attorney General of Texas

does not pass upon or guarantee the quality of the Bonds as an investment, nor does he pass upon the adequacy or accuracy of
the information contained in this Official Statement.
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Consolidation -

A district (such as the District) has the legal authority to consolidate with other municipal utility districts and, in connection
therewith, to provide for the consolidation -of its assets, such as its water and wastewater systems with the assets of the
district(s) with which it is consolidating, as well as its liabilities (which would include the Bonds and other outstanding obligations
of the District). The District is the resulting entity from a consolidation in May 2009 of Prior MUD 1 and Prior MUD 2 (see “THE
DISTRICT"). No representation is made whether the District will consolidate again in the future with any other district.

Abolition E

Under Texas law, if a municipal utility district is located wholly in two or more municipalities, the district may be abolished by
agreement among the district and all of the municipalities in which the district is located. The abolition agreement must provide
for the distribution among the municipalities of the property and other assets of the district and for the pro rata assumption by the
municipalities of all the debts, liabilities, and obligations of the abolished district. When the pro rata share of any district bonds or
other obligations payable in whole or in part from property taxes has been assumed by the municipality, the governing body of
the municipality is required to levy and ‘collect taxes on"all taxable property in the municipality to pay the principal of and interest
on its share’as the principal and interest become due and payable.

If the abolished municipal utility district has outstanding bonds or other obligations payable in whole or in part from the net
revenue from the operation of the district utility system or property, the affected municipalities are required take over and operate
the system or property through a board of trustees. The municipalities are required to apply the net revenue from the operation
of the system or property to the payment of outstanding revenue bonds or other obligations as if the district had not been
abolished. The system or property is required to be operated in that manner until all the revenue bonds or obligations are retired
in full by payment or by the refunding of the bonds or other obligations into municipal obligations. When all the revenue bonds
and other obligations are retired in full, the property and other assets of the district are distributed among the municipalities as
described above. On the distribution, the board of trustees is dissolved. )

The District is located wholly within the municipalities of the Town of Westlake and the Town of Trophy Club. The Town of
Westlake has recently proposed that it, the Town of Trophy Club and the District enter into an agreement to abolish the District
with the District's assets and liabilities assumed by the two municipalities. The Board of Directors of the District has rejected that
proposal and stated that the District currently intends to continue to operate as a municipal utility district. As described above,
the District would have to separately agree to any abolition of the District. No representation is made concerning the ability of
the Town of Trophy Club and the Town of Westlake to make debt service payments on the Bonds should abolition occur at some
point in the future.

Alteration of Boundaries

In certain circumstances, under Texas law the District may alter its boundaries to: 1) upon satisfying certain conditions, annex
additional territory; and 2) exclude land subject to taxation within the District that is not served by District facilities if the District
simuitaneously annexes land of equal acreage and value that may be practicably served by District facilities. No representation
is made concerning the likelihood that the District would effect any change in its boundaries.

Registered Owners’ Remedies

If the District defaults in the payment of principal, interest or redemption price on the Bonds when due, or if it fails to make
payments into any fund or funds created in the Order, or defaults in the observation or performance of any other covenants,
conditions or obligations set forth in the Order, the registered owners’may seek a writ of mandamus to compel District officials to
carry out their legally imposed duties with respect to the Bonds if there is no other available remedy at law to compel
performance of the covenants contained in the Bonds or in the Order and the District’s obligations are not uncertain or disputed.
The remedy of mandamus is controlled by equitable principles and rests with the discretion of the court. The issuance of a writ
of mandamus is controlled by equitable principles and rests with the discretion of the court, but may not be arbitrarily refused.
There is no acceleration of maturity of the Bonds in the event of default and, consequently, the remedy of mandamus may have
to be relied upon from year to year. The Order does not provide for the appoiniment of a trustee to represent the interest of the
bondholders upon any failure of the District to perform in accordance with the terms of the Order, or upon any other condition
and accordingly all legal actions to enforce such remedies would have to be undertaken at the initiative of, and be financed by,
the registered owners. The Texas Supreme Court has ruled in Tooke v. City of Mexia, 197 S.W.3d 325 (Tex. 2006) that a
waiver of sovereign immunity in a contractual dispute must be provided for by statute in “clear and unambiguous” language.
Therefore, bondholders may not be able to bring such a suit against the District for breach of the Bonds or Order covenants.
Even if a judgment against the District could be obtained, it could not be enforced by direct levy and execution against the
District’s property. Further, the registered owners cannot themselves foreclose on property within the District or sell property
within the District to enforce the tax lien on taxable property to pay the principal of and interest on the Bonds.
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Bankruptcy Limitation to Registered Owners' Rights

The enforceability of the rights and remedies of Bondholders may be limited by laws relating to bankruptcy, reorganization or
other similar laws of general application affecting the rights of creditors of political subdivisions such as the District. Texas law
requires a municipal utility district such as the District to obtain the approval of the TCEQ as a condition to seeking relief under
the Federal Bankruptcy Code.

If a petitioning district were allowed to proceed voluntarily under Chapter 9 of the Federal Bankruptcy Code, it could file a plan for
an adjustment of its debts. If such a plan were confirmed by the bankruptcy court, it could, among other things, affect Registered
Owners by reducing or eliminating the amount of indebtedness, deferring or rearranging the debt service schedule, reducing or
eliminating the interest rate, modifying or abrogating collateral or security arrangements, substituting (in whole or in part) other
securities, and otherwise compromising and modifying the rights and remedies of the Registered Owner's claim against a district.
Although Chapter 9 provides for the recognition of a security interest represented by a specifically pledged source of revenues,
the pledge of ad valorem taxes in support of a general obligation of a bankrupt entity is not specifically recognized as a security
interest under Chapter 9 and such provision is subject to judicial construction. Chapter 9 also includes an automatic stay
provision that would prohibit, without Bankruptcy Court approval, the prosecution of any other legal action by creditors or
Bondholders of an entity which has sought protection under Chapter 9. Therefore, should the District avail itself of Chapter 9
protection from creditors, the ability to enforce would be subject to the approval of the Bankruptcy Court (which could require that
the action be heard in Bankruptcy Court instead of other federal or state court); and the Bankruptcy Code provides for broad
discretionary powers of a Bankruptcy Court in administering any proceeding brought before it. The opinion of Bond Counsel will
note that all opinions relative to the enforceability of the Bonds are qualified with respect to the customary rights of debtors
relative to their creditors.

A district may not be forced into bankruptcy involuntarily.
Continuing Compliance with Certain Covenants

The Order contains covenants by the District intended to preserve the exclusion of interest on the Bonds from the gross income
of the owners thereof for federal income tax purposes. (See "THE BONDS - Specific Tax Covenants “ herein.) Failure by the
District to comply with such covenants on a continuous basis prior to maturity of the Bonds could result in interest on the Bonds
becoming taxable retroactively to the date of original issuance. (See "TAX MATTERS *“ herein.)

Future Debt
Currently the District has no plans to issue additional debt within the next twelve months.
Future and Proposed Legislation

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the federal or state level, may
adversely affect the tax-exempt status of interest on the Bonds under federal or state law and could affect the market price or
marketability of the Bonds. Any such proposal could limit the value of certain deductions and exclusions, including the exclusion
for tax-exempt interest. The likelihood of any such proposal being enacted cannot be predicted. Prospective purchasers of the
Bonds should consult their own tax advisors regarding the foregoing matters.

THE DISTRICT
Creation of the District

The District was created by the consolidation of two prior municipal utility districts, being Trophy Club Municipal Utility District No.
1 (*Prior MUD 17) and Trophy Club Municipal Utility District No. 2 (“Prior MUD 2” and collectively with Prior MUD 1, the “Prior
MUDs"). Prior MUD 1 was created as Denton County Municipal Utility District No. 1 by order of the Texas Water Rights
Commission (the “Commission”) on March 4, 1975 for the purpose of providing water and sewer facilities and other authorized
services to the area within the territory of Prior MUD 1. The name of Prior MUD 1 was changed to Trophy Club Municipal Utility
District No. 1 on April 1, 1983. Prior MUD 2 was created as a result of the consolidation of Denton County Municipal Utility
District No. 2 and Denton County Municipal Utility District No. 3, which were created by the Texas Commission on Environmental
Quality (“TCEQ") for the purpose of providing water, sewer and drainage facilities and other authorized services to the area. The
creation of Prior MUD 2 was confirmed by its electorate at an election held on August 9, 1980.

On January 26, 2009, the Boards of the Prior MUDs entered into an agreement to consolidate the Prior MUDs into a single
Municipal Utility District covering the territory of the Prior MUDs, subject to the approval of the consolidation by the voters at an
election held for that purpose. On May 9, 2009, the voters approved the consolidation and the District became the Trophy Club
Municipal Utility District No. 1. Pursuant to the consolidation agreement, the District assumed the outstanding bonds, notes and
other obligations of the Prior MUDs and the authorized but unissued bonds, taxes and other obligations of the Prior MUDs and
became authorized to levy a uniform tax on all taxable property within the District. The functions performed by the District
include supplying water for municipal purposes; collecting, transporting, processing and disposing of wastes; establishing,
operating and maintaining a fire department; and performing other functions permitted by municipal utility districts under the
Texas Water Code.
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Governance

The District is governed by a board of directors which has control over and management supervision of all affairs of the District.
There are five elected directors that serve four-year staggered terms. Directors receive no remuneration, except a Director's per
diem allowance of $100 per day on which necessary service is performed for the District. The' District and all similar districts are
subject to the continuing supervision -and filing reqwrements of the TCEQ, including the preparation and filing of an annual
independent audit report. All District facility plans are submitted to the TCEQ for review and approval.

Employees

The District has nineteen (19) full-time employees for water and wastewater services. The District is required to pay 50% of the
costs incurred by the Town (hereinafter defined) for salary, benefits and other compensation of employees who provide
firefighting and emergency medical services to both the District and the Town. The District’s liabilities under the Agreement for
Fire Personnel, including pension benefits, do not have a substantial impact on the District’s finances.

General \
The District is comprised of 2,283.5 acres [approximately 449.9 acres in Town of Westlake (Solana)]. Of the developed acrés

within the District, there are approximately 2,800 existing households, 136 apartment units and 42 townhouses. .

Location .
The District is located in southern Denton County and northern Tarrant County partially within the Town of Trophy Club (the
“Town”) and partially within the Town of Westlake. The District is directly adjacent to and accessible from State Highway 114,
north of and approximately mid-way between Dallas and Fort Worth. The District is approximately 27 miles from downtown
Dallas, 25 miles from downtown Fort Worth, 17 miles from Denton, 8 miles from Grapevine and 14 miles from the Dallas-Fort
Worth International Airport.

Major highways connecting these population centers, which will also serve the District, include State Highways 114, 170 and 377
and Interstate Highways 35E and 35W. State H|ghway 170 connects Trophy Club directly to Alliance Airport which is located
seven miles southwest of the District. (See "Vicinity Map" herein.)

Population

According to District officials, the cﬁrrent population of the District is estimated to be approximately 7,843 (2,801 occupied homes
times 2.8 persons per household) and the current population of the entire Town of Trophy Club, the District and the Trophy Club
PID No. 1 (the “Trophy Club Development”) is estimated at 11,127 (3,974 occupied homes times 2.8 persons per household).

¥

Topography and Drainage

The land within the District has a gradual slope from the southeast to the northwest toward Marshall Creek, and from the west to
the east toward Marshall Creek. Runoff water enters Grapevine Reservoir just north of the District through Marshall Creek or
several other small tributaries. The maximum elevation in the area being developed is approximately 690 feet mean sea level
and the minimum elevation in the area being developed is approximately 576 feet mean sea level. The soil is sandy loam and
clay loam, and existing vegetation consists of native grasses and small oak trees. Areas which are subject to flooding by a 100-
year frequency fiood are located in the flood plan of Marshall Creek and have been delineated by the Water Resources Branch
of the U.S. Geological Survey. Additional flood studies were made by the engineers to determine what areas may be subject to
flooding. It was determined that the area subject to flooding within the District is approximately 58.5 acres based on 100-year
flood frequency; however, 57.6 acres of this area is within the golf course area and is not intended to be developed for
residential land use.

Shopping and Commercial Facilities

A shopping center within the District has a major grocery store chain, a bank, a major chain drug store, several service
businesses, fast food outlets, and a beauty shop and a dry cleaners. Additionally there are several more businesses and
professional offices located in the District, at the primary entrance to the Town of Trophy Club. There are additional shopping
facilities in Roanoke, about two (2) miles west of the District and numerous shopping facilities in Southlake about five (5) miles
east of the District and in Grapevine about eleven (11) miles east of the District. Full metropolitan shopping facilities are
available in Dallas and Fort Worth, Texas which have their central business districts approximately 27 miles and 25 miles,
respectively from the District.

Fire Protection
The District operates its Fire Department (the “Department”) with an engine, a,Quint, a brush truck and two support vehicles.

Currently the Department is staffed with fourteen (15) full-time firefighter / paramedics and one full-time Fire Chief. Operations
under the Department include fire suppression, fire prevention, emergency management, investigation/enforcement and
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emergency medical response. The new $3.1 million fire station was completed and equipped in August 2011 with proceeds from
the sale of the District's Series 2010 Bonds, replacing the previously existing facility. This Department serves the Town of
Trophy Club and area in the District that is not in the Town limits, and is currently financed by a combination of a $0.07727
maintenance tax assessment in the District, as well as a $0.07727 Public Improvement District (“PID”) assessment in Trophy
Ciub PID No. 1. The 2014-2015 annual operating budget is $1,383,940 with October 1, 2014 reserves of $528,633 (subject to
change).

Police Protection
Twenty-four hour security is provided by the Town of Trophy Club Police Department.
Schools

The Town is served by the Northwest Independent School District (the “School District” or “Northwest ISD”). Northwest I1SD
covers approximately 234.71 square miles in Denton, Wise and Tarrant Counties. In addition to serving the Town, the School
District also serves the communities of Aurora, Fairview, Haslet, Justin, Newark, Northlake, Rhome, Roanoke and portions of
Flower Mound, Fort Worth, Keller, Southlake and Westlake. Northwest ISD is comprised of 17 elementary schools for grades
pre-kindergarten through fifth, 5 middle schools for grades sixth through eighth, 2 comprehensive high schools and one
accelerated high school for grades ninth through twelfth, and 2 alternative education campuses for grades seventh through
twelfth. One of the high schools, Byron Nelson High School, is located in the Town of Trophy Club. All campuses offer enriched
curricula with special programs for gifted/talented students as well as students achieving below grade level, and all are equipped
with computers and full cafeteria service. The School District serves a 2014-2015 estimated enroliment of 19,831 students (as
of October 27, 2014).

Recreational Opportunities

Recreational opportunities in Trophy Club are afforded by Lake Grapevine and its surrounding parks, which lie two miles north
and east of the District. The Town has several community parks, including facilities for soccer, baseball, softball, basketball,
tennis, a competitive swimming pool and playground amenities. The Town also operates an 877 acre Corps of Engineers park,
which features 100 acres of motorized trails, as well as many passive recreational opportunities such as fishing, hiking and
picnicking.

Status of Development of the District

The area in the District is locally known as “Trophy Club.” It is a residential and mixed-use development consisting of
approximately 2,283.5 acres. The District is a mature district with approximately 146 acres undeveloped, of which approximately
96 acres are zoned residential and approximately 50 acres are available for commercial development. The maijority of the acres
zoned residential are located in the Canterbury Hills addition. Home construction has begun in the Canterbury Hills addition.
There is substantial land left for commercial development in the Solana complex, which is located within the Town of Westlake.

Lot and custom home sales officially began in the District in mid-year 1975. Homes are currently being offered at prices ranging
from $200,000 to $1,000,000 and lots range in price from $35,000 to $200,000. The status of single-family home development
as of September 30, 2014 is shown below:

Status of Single-Family Home Development™

Houses Additional Total Multi-Family
Under Houses Total Developed Houses Units
Construction Occupied Houses Lots and Lots Completed ®
24 2,801 2,825 156 2,981 178

@ |n addition to the single-family development, there are approximately 136 apartments and 42 completed townhouses, which
are occupied.

®) Figures exclude development within the Public Improvement District, which is totally located within the Town of Trophy Club
and is not in the District.

Status of Business / Commercial Development

Solana business complex (“Solana”), a 900 acre tract located in the District and the Town of Westlake, has approximately 230
acres available for additional development. The existing 14 building campus style office development was originally owned by
Los Angeles based Maguire Thomas Partners and IBM Corporation. In September 2014, the Maguire Thomas Partners
properties in Solana were sold to BRE Solana LLC (Tarrant Appraisal District lists this taxpayer as 5 Village Circie Holding, LP.

Two other developers have bought undeveloped property in Solana and plan commercial and residential projects, which were
approved by the Town of Westlake in 2013.
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The District has additional commercial property available for development in the Town of Trophy Club, which is approximately 52

acres of land along Highway 114. Current development includes a medical complex, hotels, restaurants and a short-stay

hospital facility. Additionally, the District currently has a small strip center along Highway 114 containing several food

establishments and professional offices. ”
" -

Solana remains current in the payment of their property taxes, including the'amount due for Tax Year 2013. The District cannot

predict the impact that any future events may have on the District’s financial condition.

Public Improvement District Description

Trophy Club PID No. 1 (the “PID") consists of approximately 609.683 acres of land generally to the north of Oakmont Drive, Oak *
Hill Drive and the Quorum Condominiums, east of the Lakes Subdivision and Parkview Drive, south of the Corps’of Engineer’s
property, and west of the Town's eastern limit. The PID is located entirely within the Town limits but outside the District. A
master-planned residential community (the “Property”) is under construction in the PID and at build-out will be comprised of
approximately 1,407 residential units located within the Property, which Property is zoned to permit such use pursuant to the PID
Zoning. As of September 30, 2014, 1,173 homes have been completed and are occupied and an additional 63 homes have
been permitted and are currently under construction. The PID is projected to build out as early as 2017. The District provides
emergency and fire protection services to the PID, and the PID pays the District an assessment for such services at the current
fire tax rate of $0.07727. The District also provides water and sewer service for theé PID. The total billed for PID water-and
sewer for fiscal year 2013-2014 was $1,408,037. .

THE DISTRICT’S SYSTEM
The following information describes generally the water arld wgastew'ater systems for the District.

Description of the Water System -
Sources_of Water Supply: The present water supply is provided from two sources: (i) four ground wells which provide
approximately 1,000,000 gallons per day, and (ii) a 21-inch water line which is capable of delivering 10,000,000 gallons per day
of treated water from the City of Fort Worth facilities. Currently the District has a contract with the City of Fort Worth, which
expires September 30, 2031, for unlimited water services. Current maximum usage is approximately 5,500,000 galions per day
(of which 4,500,000 is Fort Worth water). These sources, when combined, provide water which complies with the quality
requirements of the TCEQ and needs only chlorination at the District’s water plant facility.

Water_Plant Facility: The present facility provides 900,000 gallons elevated and 6,000,000 gallons ground storage with
pumping/chiorination capacity of 10,000,000 gallons per day

Description of the Wastewater System

Wastewater Treatment Plant Facility: The wastewater tre'atment plant system has a permitted treatment/discharge capacity of
1,750,000 gallons per day from the TCEQ under TPDES Permit No. 11593-001. Although the permit authorizes the discharge of
wastewater to the adjacent tributary leading to Lake Grapevine, the plant effluent is currently pumped to various holding ponds
within the community of Trophy Club and is re-used for irrigating the golf course. The District's application to the Texas
Commission on Environmental Quality (“TCEQ”) to issue up to $5,765,000 in Unlimited Tax Bonds and up to $9,230,000 in water
and sewer system revenue bonds for expansion of the wastewater treatment plant facility has been approved. Construction is
expected to begin as soon as possible. ' '

INVESTMENT AUTHORITY ANI?-INVESTMENT PRACTICES OF THE DISTRICT

Available District funds are invested as authorized by Texas law and in accordance with investment policies approved by the
Board of Directors. Both State law and the District's investment policies are subject to change. Under Texas law, the District is
authorized to invest in (1) obligations of the United States or its agencies and instrumentalities, including letters of credit; (2)
direct obligations of the State of Texas or its agencies and instrumentalities; (3) collateralized mortgage’ obligations directly
issued by a federal agency or instrumentality of the United States, the underlying security for which is guaranteed by an agency
or instrumentality of the United States; (4) other obligations, the principal and interest of which is guaranteed or insured by or
backed by the full faith and credit of, the State of Texas or the United States or their respective agencies and instrumentalities,
including obligations that are fully guaranteed or insured by the Federal Deposit Insurance Corporation or by the explicit full faith
and credit of the United States; (5) obligations of states, agencies, counties, cities, and other political subdivisions of any state
rated as to investment quality by a nationally recognlzed investment rating firm not less than “A” or its equivalent; (6) bonds
issued, assumed or guaranteed by the State of Israel; (7) certificates of deposit and share certificates meeting the requirements
of the Texas Public Funds Investment Act (Chapter 2256, Texas Government Code, as amended) (i) that are issued by or
through an institution that has its main office or a branch office in Texas and are guaranteed or insured by the Federal Deposit
Insurance Corporation or the National Credit Union Share Insurance Fund, or are secured as to principal by obligations
described in clauses (1) through (6) or in any other manner and amount provided by law for District deposits; or (i) where (a) the
funds are invested by the District through (I) a broker that has its main office or a branch office in the State of Texas and is
selected from a list adopted by the District as required by law or (ll) a depository institution that has its main office or a branch
office in the State of Texas that is selected by the District; (b) the broker or the depository institution selected by the District
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arranges for the deposit of the funds in certificates of deposit in one or more federally insured depository institutions, wherever
located, for the account of the District; (c) the full amount of the principal and accrued interest of each of the certificates of
deposit is insured by the United States or an instrumentality of the United States, and (d) the District appoints the depository
institution selected under (a) above, a custodian as described by Section 2257.041(d) of the Texas Government Code, or a
clearing broker-dealer registered with the Securities and Exchange Commission and operating pursuant to Securities and
Exchange Commission Rule 15¢3-3 (17 C.F.R. Section 240.15¢3-3) as custodian for the District with respect to the certificates
of deposit; (8) fully collateralized repurchase agreements that have a defined termination date, are fully secured by a
combination of cash and obligations described in clause (1) which are pledged to the District, held in the District’s name, and
deposited at the time the investment is made with the District or with a third party selected and approved by the District and are
placed through a primary government securities dealer, as defined by the Federal Reserve, or a financial institution doing
business in the State; (9) securities lending programs if (i) the securities loaned under the program are 100% collateralized, a
loan made under the program allows for termination at any time and a loan made under the program is either secured by (a)
obligations that are described in clauses (1) through (6) above, (b) irrevocable letters of credit issued by a state or national bank
that is continuously rated by a nationally recognized investment rating firm at not less than “A” or its equivalent or (c) cash
invested in obligations described in clauses (1) through (6) above, clauses (11) through (13) below, or an authorized investment
pool; (ii) securities held as collateral under a loan are pledged to the District, held in the District's name and deposited at the time
the investment is made with the District or a third party designated by the District; (iii) a loan made under the program is placed
through either a primary government securities dealer or a financial institution doing business in the State of Texas; and (iv) the
agreement to lend securities has a term of one year or less; (10) certain bankers’ acceptances with the remaining term of 270
days or less, if the short-term obligations of the accepting bank or its parent are rated at least “A-1" or “P-1" or the equivaient by
at least one nationally recognized credit rating agency; (11) commercial paper with a stated maturity of 270 days or less that is
rated at least “A-1” or “P-1" or the equivalent by either (a) two nationally recognized credit rating agencies or (b) one nationally
recognized credit rating agency if the paper is fully secured by an irrevocable letter of credit issued by a U.S. or state bank; (12)
no-load money market mutual funds registered with and regulated by the United States Securities and Exchange Commission
that have a dollar weighted average stated maturity of 90 days or less and include in their investment objectives the
maintenance of a stable net asset value of $1 for each share; and, (13) no-load mutual funds registered with the United States
Securities and Exchange Commission that have an average weighted maturity of less than two years, invest exclusively in
obligations described in this paragraph, and are continuously rated as to investment quality by at least one nationally recognized
investment rating firm of not less than “AAA” or its equivalent. In addition, bond proceeds may be invested in guaranteed
investment contracts that have a defined termination date and are secured by obligations, including letters of credit, of the United
States or its agencies and instrumentalities in an amount at least equal to the amount of bond proceeds invested under such
contract, other than the prohibited obligations described in the next succeeding paragraph.

The District may invest in such obligations directly or through government investment pools that invest solely in such obligations
provided that the pools are rated no lower than “AAA” or “AAAmM” or an equivalent by at least one nationally recognized rating
service. The District may also contract with an investment management firm registered under the Investment Advisers Act of
1940 (15 U.S.C. Section 80b-1 et seq.) or with the State Securities Board to provide for the investment and management of its
public funds or other funds under its control for a term up to two years, but the District retains ultimate responsibility as fiduciary
of its assets. In order to renew or extend such a contract, the District must do so by order, ordinance, or resolution, The District
is specifically prohibited from investing in: (1) obligations whose payment represents the coupon payments on the outstanding
principal balance of the underlying mortgage-backed security collateral and pays no principal; (2) obligations whose payment
represents the principal stream of cash flow from the underlying mortgage-backed security and bears no interest; (3)
collateralized mortgage obligations that have a stated final maturity of greater than 10 years; and (4) collateralized mortgage
obligations the interest rate of which is determined by an index that adjusts opposite to the changes in a market index.

Under Texas law, the District is required to invest its funds under written investment policies that primarily emphasize safety of
principal and liquidity; that address investment diversification, yield, maturity, and the quality and capability of investment
management; and that include a list of authorized investments for District funds, the maximum allowable stated maturity of any
individual investment and the maximum average dollar-weighted maturity allowed for pooled fund groups, methods to monitor
the market price of investments acquired with public funds, a requirement for settlement of all transactions, except investment
pool funds and mutual funds, on a delivery versus payment basis, and procedures to monitor rating changes in investments
acquired with public funds and the liquidation of such investments consistent with the Public Funds Investment Act. All District
funds must be invested consistent with a formally adopted “Investment Strategy Statement” that specifically addresses each
fund's investment. Each Investment Strategy Statement will describe its objectives concerning: (1) suitability of investment type,
(2) preservation and safety of principal, (3) liquidity, (4) marketability of each investment, (5) diversification of the portfolio, and
(6) yield.

Under Texas law, the District’s investments must be made “with judgment and care, under prevailing circumstances, that a
person of prudence, discretion, and intelligence would exercise in the management of the person’s own affairs, not for
speculation, but for investment considering the probable safety of capital and the probable income to be derived.” At least
quarterly the District's investment officers must submit an investment report to the Board of Directors detailing: (1) the
investment position of the District, (2) that all investment officers jointly prepared and signed the report, (3) the beginning market
value, the ending market value and the fully accrued interest for the reporting period of each pooled fund group, (4) the book
value and market value of each separately listed asset at the end of the reporting period, (5) the maturity date of each separately
invested asset, (6) the account or fund or pooled fund group for which each individual investment was acquired, and (7) the
compliance of the investment portfolio as it relates to: (a) adopted investment strategies and (b) Texas law. No person may
invest District funds without express written authority from the Board of Directors.
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Under State law, the District is additionally required to: (1) annually review its adopted policies and strategies; (2) adopt by
written instrument a rule, order, ordinance or resolution stating that it has reviewed its investment policy and investment
strategies and records any changes made to either its investment policy or investment strategy in the respective rule, order,
ordinance or resolution; (3) require any investment officers with personal business relationships or relatives with firms seeking to
sell securities to the entity to disclose the relationship and file a statement with the Texas Ethics Commission and the Board of
Directors; (4) require the qualified representative of firms offering to engage in an investment transaction with the District to: (a)
receive and review the District's investment policy, (b) acknowledge that reasonable controls and procedure$ have been
implemented to preclude investment transactions conducted between the District and the business organization that are not
authorized by the District’s investment policy (except to the extent that this authorization is dependent on an analysis of the
makeup of the District’s entire portfolio or requires an interpretation of subjective investment standards), and (c) deliver a written
statement in a form acceptable to the District and the business organization attesting to these requirements; (5) perform an
annual audit of the management controls on investments and adherence to the District’s investment policy; (6) provide specific
investment training for the Treasurer, chief financial officer and investment officers; (7) restrict reverse repurchase agreements
to not more than 90 days and restrict the investment of reverse repurchase agreement funds to no greater than the term of the
reverse purchase agreement; (8) restrict the investment in no-load mutual funds in the aggregate to no more than 15% of the
District’s monthly average fund balance, excluding bond proceeds and reserves and other funds held for debt service; (9) require
local government investment pools to conform to the new disclosure, rating, net asset value, yield calculation, and advisory
board requirements; and (10) at least annually review, revise and adopt a list of qualified brokers that are authorized to.engage
in investment transactions with the District. X

Current Investments
As of September 30, 2014 (unaudited) the District’s funds were invested in the District's bank accounts and TexPool as shown in

the table that follows. The District does not currently own, nor does it anticipate the inclusion of long-term securities or derivative
products in its portfolio.

Fund and Investment Type ’ - Amount

Bank of the West Money Market Account - General Fund . $1,504,702
First Financial Bank Accounts 587,297
First Financial - Debt Service 4,846
TexPool — General Fund 1,171,507

(Includes Operating Fund / Fire Dept. / Reserves for Future Asset Replacement )

TexPool - Debt Service 10,406
TexPool - Capital Projects Fund . 152,090

Total Investments $3,430,848

The Texas State Comptroller of Public Accounts exercises oversight responsibility over the Texas Local Government Investment
Pool ("TexPool"). 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 both of
participants in TexPool and of the other persons who do not have a business relationship with TexPool. The advisory Board
members review the investment policy and management fee structure. Finally, TexPool is rated AAA by S&P. TexPool operates
in a manner consistent with the SEC’s Rule 2a-7 of the Investment Company Act of 1940. As such; TexPool uses amortized cost
to report net assets and share prices since that amount approximates fair value.

LEGAL MATTERS
Legal Opinions *

Issuance of the Bonds is subject to the approving legal opinion of the Attorney General of Texas to the effect that the initial
Bonds are valid and binding obligations of the District and based upon examination of a transcript of the proceedings incident to
authorization and issuance of the Bonds, the approving legal opinion of Fulbright & Jaworski LLP, a member of Norton Rose
Fulbright ("Bond Counsel”) to the effect that the Bonds are valid and binding obligations of the District payable from the sources
and enforceable in accordance with the terms and conditions described therein, except to the extent that the énforceability
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. Bond Counsel's legal opinion will also address
the matters described below under "TAX MATTERS - Tax Exemption.” Such opinions will express no opinion with respect to the -
sufficiency of the security for or the marketability of the Bonds. In its capacity as Bond Counsel, Fulbright & Jaworski LLP has
reviewed the information describing the Bonds in the Official Statement to venfy that such description conforms to the provisions
of the Order. -

The legal fees to be paid Bond Counsel for services rendered in connection with the issuance of the Bonds are based upon a
percentage of Bonds actually issued, sold and delivered, and therefore, such fees are contingent upon the sale and delivery of
the Bonds. The legal opinion to be delivered concurrently with the delivery of the Bonds expresses the professional judgment of
the attorney rendering the opinion as to the legal issue explicitly addressed therein. In.rendering a legal opinion, the attorney
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does not become an insurer or guarantor of that expression of professional judgment, of the transaction opined upon, or of the
future performance of the parties to the transaction. Nor does the rendering of an opinion guarantee the outcome of any legal
dispute that may arise out of the transaction. Though it represents the financial Advisor and certain entities that may bid on the
Bonds from time to time in matters unrelated to the issuance of the Bonds, Bond Counsel has been engaged by and only
represents the District in connection with the issuance of the Bonds.

Litigation

On September 24, 2013, the District filed an application with TCEQ for expedited approval of a proposed engineering project and
the issuance of bonds to finance improvements to the District's wastewater treatment plant. On February 6, 2014, TCEQ issued
an order approving the application and bond issuance. Seeking to overturn the order, Maguire Partners — Solana Land, L.P.
(“Maguire”) filed a Motion to Overturn with TCEQ, which was overruled by operation of law on May 2, 2014, and the following two
lawsuits:

(i) Maguire Partners — Solana Land, L.P. v. Texas Commission on Environmental Quality and Richard Hyde, in
his official capacity as Executive Director, Cause No. D-1-GN-14-000716, filed on March 7, 2014, in the 126th
Judicial District Court of Travis County, Texas (the “First State Court Action”); and

(i) Maguire Partners — Solana Land, L.P. v. Texas Commission on Environmental Quality and Richard Hyde, in
his official capacity as Executive Director, Cause No. D-1-GN-14-001623, filed on May 30, 2014, in the 53rd
Judicial District of Travis County, Texas (the “Second State Court Action”; collectively with the First State
Court Action, the “Administrative Appeals”).

On June 23, 2014, the District filed a lawsuit under Chapter 1205 of the Texas Government Code to obtain judicial validation of
the TCEQ approved bonds. The lawsuit was styled Ex Parte Trophy Club Municipal Utility District No. 1, Cause No. D-1-GN-14-
001983, and was filed in the 201st Judicial District Court of Travis County, Texas (the “Chapter 1205 Suit”). Specifically, the
Chapter 1205 Suit sought an expedited declaratory judgment to conclusively establish that the District is authorized to issue and
to deliver the Bonds and up to $9,230,000 in revenue bonds to finance improvements to its wastewater treatment plant. On July
14, 2014, the Honorable Judge Lora Livingston entered an order that consolidated the Administrative Appeals with the Chapter
1205 Suit (the “Consolidated Action”).

On July 14, 2014, before Judge Livingston, and October 27, 2014, before the Honorable Judge Scott Jenkins of the 53rd Judicial
District Court of Travis County, Texas, a trial was conducted in the Consolidated Action. As a result, on October 29, 2014,
Judge Jenkins entered an order requiring Maguire to post a $2,300,000 before the 11th day after the entry of that order,
otherwise Maguire would be dismissed from the action. Moreover, on October 30, 2014, Judge Jenkins further entered a final
judgment dismissing all of Maguire’s claims in the Consolidated Action with prejudice, and granting the District the relief it
requested in the Chapter 1205 Suit, including a declaration that the District is authorized to issue and deliver the Bonds and up
to $9,230,000 in revenue bonds to finance improvements to its wastewater treatment plant.

On November 12, 2014, because Maguire failed to post the required bond, Judge Jenkins entered an order dismissing Maguire
with prejudice from the Consolidated Action.

The District can make no representations or predictions concerning any appeals that may be filed or any other action that could
be taken which could affect the District’s ability to deliver the Bonds on or about February 17, 2015 as anticipated.

No-Litigation Certificate

The District will furnish to the Initial Purchaser a certificate, dated as of the date of delivery of the Bonds, executed by both the
President and Secretary of the Board, to the effect that no litigation of any nature, except as disclosed in this Official Statement,
has been filed or is then pending or threatened, either in state or federal courts, contesting or attacking the Bonds; restraining or
enjoining the issuance, execution or delivery of the Bonds; affecting the provisions made for the payment of or security for the
Bonds; in any manner questioning the authority or proceedings for the issuance, execution, or delivery of the Bonds; or affecting
the validity of the Bonds.

No Material Adverse Change
The obligations of the Initial Purchaser to take and pay for the Bonds, and of the District to deliver the Bonds, are subject to the
condition that, up to the time of delivery of and receipt of payment for the Bonds, there shall have been no material adverse

change in the condition (financial or otherwise) of the District from that set forth or contemplated in the Official Statement.

TAX MATTERS
Tax Exemption

The delivery of the Bonds is subject to the opinion of Bond Counsel to the effect that interest on the Bonds for federal income tax

purposes (1) will be excludable from gross income, as defined in section 61 of the Internal Revenue Code of 1986, as amended
to the date of such opinion (the “Code”), pursuant to section 103 of the Code and existing regulations, published rulings, and

17
TCMUD006044

896



court decisions, and (2) will not be included in computing the alternative minimum taxable income of the'owners thereof who are
individuals or, except as hereinafter described, corporations. A form of Bond Counsel's opinion is reproduced as Appendix C.
The statutes, fregulations, rulings, and court decisions on which such opinion is based are subject to change.

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 corporation, other than an S corporation, a qualified mutual fund, a
real estate'investment trust, a real estate mortgage investment conduit, 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. . Y

In rendering the foregoing opinions, Bond Counsel will rely uﬁon representations and certifications of the District made in a
certificate dated the date of delivery of the Bonds pertaining to the use, expenditure, and investment of the proceeds of the
Bonds and will assume continuing compliance by the District with the provisions of the Order subsequent to the issuance of the
Bonds. The Order contains covenants by the District with respect to, among other matters, the use of the proceeds of the Bonds
and the facilities financed therewith by persons other than state or local governmental units, the manner in which the proceeds of
the Bonds are to be invested, the periodic calculation and payment to the United States Treasury of arbitrage “profits” from the
investment of proceeds, and the reporting of certain information to the United States Treasury. Failure to comply with any of
these covenants may cause interest on the Bonds to be includable in the gross income of the owners thereof from the date of
the issuance of the Bonds.

Bond Counsel's opinion is not a guarantee of a result, but represents its-legal judgment based upon its review of existing
statutes, regulations, published rulings and court decisions and the representations and covenants of the District described
above. No ruling has been sought from the Internal Revenue Service (the “IRS”) with respect to the matters addressed in the
opinion of Bond Counsel, and Bond Counsel’s opinion is not binding on the IRS. The IRS has an ongoing program of auditing
the tax-exempt status of the interest on tax-exempt obligations. if an audit of the Bonds is commenced, under current
procedures the IRS is likely to treat the District as the “taxpayer,” and the owners of the Bonds would have no right to participate
in the audit process. In responding to or defending an audit of the tax-exempt status of the interest on the Bonds, the District
may have different or conflicting interests from the owners of the Bonds. Public awareness of any future audit of the Bonds could
adversely affect the value and liquidity of the Bonds during the pendency of the audit, regardiess of its ultimate outcome.

Except as described above, Bond Counsel expresses no other opinion with respect to any other federal, state or local tax
consequences under present law, or proposed legislation, resulting from the receipt or accrual of interest on, or the acquisition or
disposition of, the Bonds. Prospective purchasers of the Bonds should be aware that the ownership of tax-exempt obligations
such as the Bonds may result in collateral federal tax consequences to, among others, financial institutions, life insurance
companies, property and casualty insurance companies, certain foreign corporations doing business in the United States, S
corporations with subchapter C earnings and profits, individual recipients of Social Security or Railroad Retirement benefits,
individuals otherwise qualifying for the earned income tax credit, owners of an interest in a FASIT, 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. Prospective purchasers should consult their own tax advisors as to the applicability of these
consequences to their particular circumstances.

Existing law may change to reduce or eliminate the benefit to bondholders of the exclusion of interest on the Bonds from gross
income for federal income tax purposes. Any proposed legislation or administrative action, whether or not taken, could also
affect the value and marketability of the Bonds. Prospective purchasers of the Bonds should consult with their own tax advisors
with respect to any proposed or future changes in tax law.

Tax Accounting Treatment of Discount and Premium on Certain Bonds

The initial public offering price of certain Bonds (the "Discount Bonds") may be less than the amount payable on such Bonds at
maturity. An amount equal to the difference between the initial public offering price of a Discount Bond (assuming that a
substantial amount of the Discount Bonds of that maturity are sold to the public at such price) and the amount payable at
maturity constitutes original issue discount to the initial purchaser of such Discount Bond. A portion of such original issue
discount allocable to the holding period of such Discount Bond by the initial purchaser will, upon the disposition of such Discount
Bond (including by reason of its payment at maturity), be treated as interest excludable from gross income, rather than as
taxable gain, for federal income tax purposes, on the same terms and conditions as those for other interest on the Bonds
described above under "Tax Exemption." Such interest is considered to be accrued actuarially in accordance with the constant
interest method over the life of a Discount Bond, taking into account the semiannual compounding of accrued interest, at the
yield to maturity on such Discount Bond and generally will be allocated to an initial purchaser in a different amount from the
amount of the payment denominated as interest actually received by the initial purchaser during the tax year.

However, such interest may be required to be taken into account in determining the alternative minimum taxable income of a
corporation, for purposes of calculating a corporation's alternative minimum tax imposed by Section 55 of the Code, and the
amount of the branch profits tax applicable to certain foreign corporations doing business in the United States, even though thére
will not be a corresponding cash payment. iIn addition, the accrual of such interest may result in certain other collateral federal
income tax consequences to, among others, financial institutions, life insurance companies, property and casualty insurance
companies, S corporations with subchapter C earnings and profits, individual recipients of Social Security or Railroad Retirement
benefits, individuals otherwise qualifying for the earned income tax credit, owners of an interest in a FASIT, and taxpayers who
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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. Moreover, in the event of the redemption, sale or other taxable disposition of a Discount
Bond by the initial owner prior to maturity, the amount realized by such owner in excess of the basis of such Discount Bond in
the hands of such owner (adjusted upward by the portion of the original issue discount allocable to the period for which such
Discount Bond was held) is includable in gross income.

Owners of Discount Bonds should consult with their own tax advisors with respect to the determination of accrued original issue
discount on Discount Bonds for federal income tax purposes and with respect to the state and local tax consequences of owning
and disposing of Discount Bonds. It is possible that, under applicable provisions governing determination of state and local
income taxes, accrued interest on Discount Bonds may be deemed to be received in the year of accrual even though there will
not be a corresponding cash payment.

The initial public offering price of certain Bonds (the "Premium Bonds") may be greater than the amount payable on such Bonds
at maturity. An amount equal to the difference between the initial public offering price of a Premium Bond (assuming that a
substantial amount of the Premium Bonds of that maturity are sold to the public at such price) and the amount payable at
maturity constitutes premium to the initial purchaser of such Premium Bonds. The basis for federal income tax purposes of a
Premium Bond in the hands of such initial purchaser must be reduced each year by the amortizable bond premium, although no
federal income tax deduction is allowed as a result of such reduction in basis for amortizable bond premium. Such reduction in
basis will increase the amount of any gain (or decrease the amount of any loss) to be recognized for federal income tax
purposes upon a sale or other taxable disposition of a Premium Bond. The amount of premium which is amortizable each year
by an initial purchaser is determined by using such purchaser's yield to maturity.

Purchasers of the Premium Bonds should consult with their own tax advisors with respect to the determination of amortizable
bond premium on Premium Bonds for federal income tax purposes and with respect to the state and local tax conseguences of
owning and disposing of Premium Bonds.

Qualified Tax-Exempt Obligations for Financial Institutions

Section 265 of the Code provides, in general, that interest expense to acquire or carry tax-exempt obligations is not deductible
from the gross income of the owner of such obligations. In addition, section 265 of the Code generally disallows 100% of any
deduction for interest expense which is incurred by “financial institutions” described in such section and is allocable, as
computed in such section, to tax-exempt interest on obligations acquired after August 7, 1986. Section 265(b) of the Code
provides an exception to this interest disallowance rule for interest expense allocable to tax-exempt obligations (other than
private activity bonds that are not qualified 501(c)(3) bonds) which are designated by an issuer as “qualified tax-exempt
obligations.” An issuer may designate obligations as “qualified tax-exempt obligations” only if the amount of the issue of which
they are a part, when added to the amount of all other tax-exempt obligations (other than private activity bonds that are not
qualified 501(c)(3) obligations and other than certain refunding bonds) issued or reasonably anticipated to be issued by the
issuer during the same calendar year, does not exceed $10,000,000.

The District will designate the Bonds as “qualified tax-exempt obligations” and will certify its expectation that the above-described
$10,000,000 ceiling will not be exceeded. Accordingly, it is anticipated that financial institutions which purchase the Bonds will
not be subject to the 100% disallowance of interest expense allocable to interest on the Bonds under section 265(b) of the Code.
However, the deduction for interest expense incurred by a financial institution which is allocable to the interest on the Bonds will
be reduced by 20% pursuant to section 291 of the Code.

CONTINUING DISCLOSURE OF INFORMATION

In the Order, the Issuer has made the following agreement for the benefit of the holders and beneficial owners of each of the
Bonds. The Issuer is required to observe the agreement for so long as it remains obligated to advance funds to pay the Bonds.
Under the agreement, the issuer will be obligated to provide certain updated financial information and operating data annually,
and timely notice of certain specified events, to the Municipal Securities Rulemaking Board (the “MSRB”).

Annual Reports

The Issuer will provide certain updated financial information and operating data to the MSRB. The District will provide all
quantitative financial information and operating data with respect to the District of the general type included in this Official Statement.
The information to be updated includes Tables 1, 2, 3, 4, 5, 8, 9 and 10 of Appendix A, and the annual audited financial statements of
the District.  The Issuer will update and provide this information within six months after the end of each fiscal year ending in and
after 2015.

The financial information to be provided may be set forth in full in one or more documents or may be included by specific
reference to any document available to the public on the MSRB’s Internet Website or filed with the SEC, as permitted by SEC
Rule 15¢2-12 (the “Rule”). The updated information will include audited financial statements for the Issuer, if the Issuer
commissions an audit and it is completed by the required time. If audited financial statements are not available by the required
time, the Issuer will provide unaudited financial statements by the required time and audited financial statements when and if
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such audited financial statements become available. Any such financial statements will be prepared in accordance with the
accounting principles described in Appendix D or such other accounting principles as the Issuer may be required to employ from
time to time pursuant to State law or regulation. B

The Issuer's current fiscal year end is September 30. Accordingly, it must provide updated information by the last day in March
in each year, unless the Issuer changes its fiscal year. If the Issuer changes its fiscal year, it will notify the MSRB of the change.

Notice of Certain Events . NN

The Issuer will also provide timely notices of certain events to the MSRB. The Issuer will provide notice of any of the following
events with respect to the Bonds to the MSRB in a timely manner (but not in excess of ten business days after the occurrence of
the event): (1) principal and interest payment delinquencies; (2) non-payment related defaults, if material; (3) unscheduled draws
on debt service reserves reflecting financial difficulties; (4) unscheduled draws on credit enhancements reflecting financial
difficulties; (5) substitution of credit or liquidity providers, or their failure to perform; (6) adverse tax opinions, the issuance by the
Internal Revenue Service of proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB), or
other material notices or determinations with respect to the tax status of the Bonds, or other material events affecting the tax
status of the Bonds; (7) modifications to rights of holders of the Bonds, if material; (8) Bond calls, if material, and tender offers;
(9) defeasances; (10) release, substitution, ‘or sale of property securing repayment of the Bonds, if material; (11) rating changes;
(12) bankruptcy, insolvency, receivership, or similar event of the Issuer, which shall occur as described below; (13) the
consummation of a merger, consolidation, or acquisition involving the Issuer or the sale of all or substantially all of its assets,
other than in the ordinary course of business, the entry into a definitive agreement to undertake such an action or the termination
of a definitive agreement relating to any such actions, other than pursuant to its terms, if material; and (14) appointment of a
successor or additional trustee or the change of name of a trustee, if material. In addition, the Issuer will provide timely notice of
any failure by the Issuer to provide annual financial information or operating data in accordance with their agreement described-
above under “Annual Reports”. Neither the Order nor the Bonds make any provision for debt service reserves, redemption
provisions, credit enhancement, or liquidity enhancement. -

For these purposes, any event described in clause (12) of the immediately preceding paragraph is considered to occur when any
of the following occur: the appointment of a receiver, fiscal agent, or similar officer for the Issuer in a proceeding under the
United States Bankruptcy Code or in any other proceeding under state or federal law in which a’court or governmental authority
has assumed jurisdiction over substantially ali of the assets or business of the Issuer, or if such jurisdiction has been assumed
by leaving the existing governing body and officials or officers in possession but subject to the supervision and orders of a court
or governmental authority, or the entry of an order confirming a plan of reorganization, arrangement, or liquidation by a court or
governmental authority having supervision or jurisdiction over substantially all of the assets or business of the Issuer.

Availability of Information from MSRB

The tssuer has agreed to provide the foregoing financial information and operating data only as described above. Investors will
be able to access continuing disclosure information filed with the MSRB free of charge at www.emma.msrb.org.

Limitations and Amendments 1

The Issuer has agreed to update information and to provide notices of certain specified events only as described above. The
Issuer has not agreed to provide other information that may be relevant or material to a complete presentation of its financial
results of operations, condition, or prospects or agreed to update any information that is provided, except as described above.
The Issuer makes no representation or warranty concerning such information or concerning its usefulness to a decision to invest
in or sell Bonds at any future date. The Issuer disclaims any contractual or tort liability for damages resulting in whole or in part
from any breach-of its continuing disclosure agreement or from any statement made pursuant to its agreement,-although holders
or beneficial owners of Bonds may seek a writ of mandamus to compel the Issuer to comply with its agreement.

The Issuer may amend its continuing disclosure agreement to adapt to changed circumstances that arise from a change in legal
requirements, a change in law, or a change in the identity, nature, status, or type of operations of the Issuer, if the agreement, as
amended, would have permitted an underwriter to purchase or sell Bonds in the offering described herein in compliance with the
Rule, taking into account any amendments or interpretations of the Rule to the date of such amendment, as well as such
changed circumstances, and either the holders of a majority in aggregate principal amount of the outstanding Bonds consent or
any person unaffiliated with the Issuer (such as nationally recognized bond counsel) determines that the amendment will not
materially impair the interests of the beneficial owners of the Bonds. The Issuer may also repeal or amend these provisions if
the SEC amends or repeals the applicable provisions of the Rule or any court of final jurisdiction enters judgment that such
provisions of the Rule are invalid, but in either case only if and to the extent that the provisions of this sentence would not
prevent an underwriter from lawfully purchasing or selling Bonds in the primary offering of the Bonds giving effect to (a) such
provisions as so amended and (b) any amendments or interpretations of the Rule. If the Issuer amends its agreement, it must
include with the next financial information and operating data provided in accordance with its agreement described above under
“Annual Reports” an explanation, in narrative form, of the reasons for the amendment and of the impact of any change in the
type of information and data provided.

b
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