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February 12, 2015

-

THIS IS TO CERTIFY that Trophy Club Municipal Utility District No. 1 (the
"Issuer") has submitted the Trophy Club Municipal Utility District No. 1 Water and
Sewer System Revenue Bond, Series 2015 (the "Bond"), in the principal amount of
$9,230,000, for approval. The Bond is dated February 1, 2015, numbered T-1, and
was authorized by Order No. 2015-0120 of the Issuer passed on January 20, 2015
(the “Order™).

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

As to questions of fact material to our opinion, we have relied upon representations of the
Issuer contained in the certified proceedings and other certifications of public officials furnished to
us without undertaking to verify the same by independent investigation,

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

On October 30,2014, the Bond was judicially validated in cause number D-1-GN-14-001983
by the 201* Judicial District Court in Travis County, Texas.

Based on our examination, we are of the opinion, as of the date hereof and under existing
law, as follows (capitalized terms, except as herein defined, have the meanings given to them in the
Order):

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

(2) TheBondis payable and secured by a lien on and pledge of the Net Revenues of
the Issuer’s System. i

(3)  The owner of the Bond shall never have the right to demand payment of the Bond
from any funds raised or to be raised by taxation.

POST OFFICE BOX 12548, AUSTIN, TEXAS 78711-2548 TEL: (512)463-2100 WwwW.TEXASATTORNEYGENERAL.GOV
An Equal Employment Oppariunity Employer +

TCMUD006249
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Trophy Club Municipal Utility District No. 1 Water and Sewer System Revenue Bond, Series

2015 - $9,230,000

-Page 2-

Therefore, the Bond is approved.

No. 58243
Book No. 2015-A
JCH

* See attached Signature Authorization

L it

Attorney General of the State of Texas

TCMUD006250
1102



OFFICE OF THE ATTORNEY GENERAL

OF THE STATE OF TEXAS

I, KEN PAXTON, Attorney General for the State of Texas, do hereby authorize the
employees of the Public Finance Division of the Office of the Attorney General to affix a
digital image of my signature, in my capacity as Attorney General, to the opinions issued
by this office approving the i;sumce of public securities by the various public agencies,
non-profit corporations, district, entities, bodies politic or corporate, or political
subdivisions of this State as required by law, the opinions approving those contracts
designated by the Legislature as requiring the approval of the Attome): General, :md‘the
obligations, proceedings and credit agreements required by law to be approved by the
Attorney General. The authorized digital image of my signature is attached as Exhibit A
and is hereby adf)p'ted as my own for the purposes set forth herein. This supersedes any
prior signature authorizations for the same purpose.

The authority granted hérein is t(; be exercised on'those occasions when | am
unavailable to personally sign said opinions, and upon the condition that the opinions to
which the digital image signature is affixed have been approved by an authorized Assistant
Attorney General following the completion of the Public Finance Division’s review of the
transcripts of proceedings to which the opinions relate.

Given under my hand and seal of oftice at Austin, Texas, this the ST day of
January, 2015.

L@M@\

KEN PAXTON /
Attorney General of the State of Texas

TCMUD006251
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OFFICE OF COMPTROLLER
OF THE STATE OF TEXAS
I, GLENN HEGAR, Comptroller of Public Accounts of the State of Texas,

do hereby certify that the attachment is a true and correct copy of the opinion of
the Attorney General approving the:

Trobhv Club Municipal Utility District No. 1 Water and Sewer System Revenue
Bond, Series 2015

numbered T-1, of the denomination of $ 9,230,000, dated February 1, 2015, as
authorized by issuer, interest various percent, under and by authority of which
said bonds/certificates were registered electronically in the office of the
Comptroller, on the 12th day of February 2015, under Registration Number
84626.

Given under my hand and seal of office, at Austin, Texas, the 12th day of

February 2015.

GLENN HEGAR
Comptroller of Public Accounts
of the State of Texas

TCMUD006252
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OFFICE OF COMPTROLLER
OF THE STATE OF TEXAS

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

of Texas, do hereby certify that, acting under the direction and authority of the Comptroller on the
12th day of February 2015, | signed the name of the Comptroller to the certificate 6f regist}ation
endorsed upon the:

Trophy Club Municipal Utility District No. 1 Water and Sewer System Revenue Bond, Series 2015,

4

numbered E_l dated February 1, 2015, and that in signing the certifica{é of registration | used the *

following signature: /446%\ / z
7 ! Y
’ | have executed Lhis certi§cate this the 12th day of Februa:rv 2015.

IN WITNESS WHEREOQ

-/

I, Glenn Hegar, Comptroller of Public Accounts of the State of Texas, certify that the person
who has signed the .above certificate was duly designated and appointed by me under authority
vested in me by Chapter 403, Subchapter H, Government Code, with authority to sign my name to
all certificates of registration, and/or cancellation of bonds required by law to be registered and/or
cancelled by me, and was acting as such on the date first mentioned in this certificate, and that the
bonds/certificates described in this certificate have béen duly regiétered in the qffice of the
Comptroller, under Registration Number 84626.

GIVEN under my hand and seal of office at Austin, Texas, this the 12th day othebruérv

GLENN HEGAR
Comptrolier of Public Accounts
of the State of Texas

2015.

TCMUD006253
1105



A
NORTON ROSE FULBRIGHT

Norton Rose Fulbright US LLP
2200 Ross Avenue, Suite 2800
Dallas, Texas 75201-2784
United States

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

February 17, 2015

IN REGARD to the authorization and issuance of the "Trophy Club Municipal Utility District
No. 1 Water and Sewer System Revenue Bonds, Series 2015," dated February 1, 2015, in the
principal amount of $9,230,000 (the "Bonds"), we have examined into their issuance by the
Trophy Club Municipal Utility District No. 1 (the "District"), solely to express Iegal opinions as to
the validity of the Bonds and the exclusion of the interest on the Bonds from gross income for
federal income tax purposes, and for no other purpose. We have not been requested to
investigate or verify, and we neither expressly nor by implication render herein any opinion
concerning, the financial condition or capabilities of the District, the disclosure of any financial or
statistical information or data pertaining to the District and used in the sale of the Bonds, or the
sufficiency of the security for or the value or marketability of the Bonds.

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

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

BASED ON OUR EXAMINATIONS, IT IS OUR OPINION that, under the applicable laws of the
United States of America and the State of Texas in force and effect on the date hereof;

1. The Bonds have been duly authorized by the District and, when issued in compliance
with the provisions of the Order, are valid, legally binding and enforceable obligations of the
District and, together with the outstanding and unpaid "Parity Revenue Obligations" (identified
and defined in the Order), are payable solely from and equally and ratably secured by a first lien
on and pledge of the Net Revenues of the System (as defined in the Order), except to the extent

Norton Rose Fulbright US LLP 1s a limited liability partnership registered under the laws of Texas. 41328773.2
Norton Rose Fulbright US LLP, Norton Rose Fulbright LLP, Norton Rose Fulbnght Australia, Norton Rose Fulbright Canada LL.P and Norton Rose
Fulbnght South Afnca inc are separate legal entities and all of them are members of Norton Rose Fulbnght Verem, a Swiss veremn. Norton Rose

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

TCMUDO006254
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NORTON ROSE FULBRIGHT

Page 2 of Legal Opinion of Norton Rose Fulbright US LLP
Re: Trophy Club Municipal Utility District Water and Sewer Revenue Bonds, Series 2015, dated
February 1, 2015

¥ ~
*

that the enforceability thereof may be affected by bankruptcy, insolvency, ,reorganization,
moratorium, or other similar laws affecting creditors’ rights or the exercise of judicial discretion in _
accordance with the general principles of equity.

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

WE EXPRESS NO OPINION with respect to any other federal, state, or local tax consequences
under present law or any proposed legislation resulting from the receipt or accrual of interest on,
or the acquisition or disposition of, the Bonds. Ownership of tax-exempt obligations such as the
Bonds may result in collateral federal tax conseguences 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, owners of an interest in a FASIT, individual recipients of Social Security or Railroad
Retirement benefits, individuals otherwise qualifying for the earned income tax credit, and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase or
carry, or who have paid or incurred certain expenses allocable to, tax-exempt obligations.

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

N””M Low bdd Us Lt

41328773.2

TCMUD006255
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SOUTHVWVEST
SECURITIES.

A Hilitop Holdings Company

CLOSING MEMORANDUM

$9,230,000
Trophy Club Municipal Utility District ("MUD") No.1
Water and Sewer System Revenue Bonds, Series 2015 (the “Bonds”)

Date: February 9, 2015
To: Attached Distribution List
From: Dan A. Almon
Southwest Securities
(214) 859-8452
1. The closing time and date for the above-referenced issue is Tuesday,

February 17, 2015, at 10:00 A.M., Central Daylight Time. A final debt service schedule
is attached as Exhibit “A”. This transaction will close through DTC’s “Fast” Book Entry
Only System.

2. Raymond James & Associates, as the authorized representative of a group of
purchasers (the “Purchasers”), shall wire $9,245,052.22 to BOKF, NA dba Bank of
Texas (the “Paying Agent/Registrar”) ABA #103900036, Account #600024642, Wealth
Management Account; Re: Trophy Club Municipal Utility District No.1, Water and Sewer
System Revenue Bonds, Series 2015, Atin: Jose Gaytan (512-813-2002) calculated as

follows:
Par Amount of the Bonds $9,230,000.00
Plus: Accrued Interest (02/01/15 - 02/17/15) 10,437.22
Plus: Bidder's Premium 4,615.00
Total Amount to be Wired by Raymond James & Associates $9.245.052.22

TCMUD006256
1108



Closing Memorandum,

Trophy Club Municipal Utility District No.1
February 9, 2015

Page 2 '

4.

5.

6.

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

The Paying Agent/Registrar shall wire $189,869.00 from,the proceeds of the Bonds, to

JPMorgan Chase Bank, Houston, Texas, ABA #021000021, for credit to Southwest
Securities Inc., Account #08805076955, for further credit to Trophy Club Municipat Utility
District No.1 Water and Sewer System Revenue Bonds, Series 2015 (#94-9030-119042),
Attn: Ms. Amanda Almanza, (214) 859-6353. Such amount is for the fees and expenses
associated with the legal authorization and issuance of the Bonds. (See Cost of Issuance
Breakdown, herein.) . '

The Paying Agent/Registrar shall wire $9,054,783.22, from the proceeds of the Bonds, to

TexPool per wiring instruction shown below: .

State Street Bank and Trust Company, Boston, MA,
ABA (3400) 011 000 028

BNF (4200) - TexPool Account # 67573774

RFB (4320) — Location ID # 77384

Participant Name — Trophy Club MUD 1 :

For final credit by TexPool as follows: . . .
a) 2014 WW Treatment Plant Construction Fund (OBI (6000) 449-0613300012)
in the amount (2000) of $9,039,731.00

Construction Fund Deposit includes $23,017.46 for the TCEQ
Bond Application Processing Fee (for $9,230,000 only) to be
paid by the District;

b) Revenue Interest & Sinking Fund (OBI (6000) 449-0613300013) in
the amount (2000) of $15,052.22

‘(Revenue 1&S Fund Deposit includes accrued interest of $10,437.22
and Bid Premium of $4,615.00)

Upon receipt of funds from the Purchasers, the good faith check in the amount of
$184,600.00 shall be returned uncashed (by a trackable method) to:

Luke Mattson

Raymond James & Associates
5956 Sherry Lane, 19" floor
Dalias, TX 75225

TCMUDO006257
1109



Closing Memorandum
Trophy Club Municipal Utility District No.1
February 9, 2015

Page 2
8. The Reconciliation of Receipts and Disbursements is as follows:
Receipts:

Par Amount of the Bonds

Plus: Accrued Interest (02/01/15 - 02/17/15)
Plus Bidder's Premium

Totai Receipts

Disbursements:
Trophy Club MUD Wastewater Treatment Plant Construction Fund

Trophy Club MUD Interest and Sinking (Revenue Debt Service
Fund)

First Year's Paying Agent/Registrar Fee
Costs of Issuance to be paid by Southwest Securities

$9,230,000.00
10,437.22
4,615.00
$9.245,052.22

$9,039,731.00

15,052.22
400.00
189.869.00

$0,245.052.22

NOTE: Upon receipt of funds at delivery, the District will send a check in the amount of
$23,017.46 to the Texas Commission on Environmental Quality (“TCEQ”) for payment
of the TCEQ Bond Application Processing Fee. Check should be sent to the address

below:

Texas Commission on Environmental Quality
Attention: Andrew Paynter

12100 Park 35 Circle

Bldg. F - Mail Code 152

Austin, Texas 78753

TCMUDOO

6258
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SOUTHWEST
SECURITIES.

A Hilitop Holdings Company

February 9, 2015

Ms. Jennifer McKnight

General Manager

Trophy Club Municipal Utility District No.1
100 Municipal Drive

Trophy Club, Texas 76262

STATEMENT

1

¥

For services rendered and expenses incurred in connection with the legal

authorization and issuance of $9,230,000 Trophy Club Municipal Utility

District No.1 Water and Sewer System Revenue Bonds, Series 2015 v
(See Cost of Issuance Breakdown on next page.) $189,869.00

.

TCMUD006259
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TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO.1
$9,230,000 WATER AND SEWER SYSTEM REVENUE BONDS, SERIES 2015

COST OF ISSUANCE BREAKDOWN

UL Tax Bonds
Expense ltem: $9,230,000
Financial Advisory Fee / Expenses- Southwest Securities, Inc. $ 86,150.00
Bond Counsel Fee /Expenses- Norton Rose Fulbright 73,650.00
Attorney General Fee (Reimbursed to Norton Rose Fulbright) 9,230.00
Ratings:
S&pP 15,839.00

Paying Agent Registrar - Bank of Texas.

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

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

(Based on TCEQ Application par amount of $9,230,000) 23,017.46
Total Estimated Cost of Issuance $ 213,286.46

COST OF ISSUANCE BREAKDOWN BY SOURCE OF PAYMENT

Cost of Issuance Expenses Paid from Wire to Southwest Securities

Financial Advisory Fee / Expenses- Southwest Securities, Inc. $ 86,150.00
Bond Counsel Fee /Expenses- Norton Rose Fulbright 73,650.00
Attorney General Fee (Reimbursed to Norton Rose Fulbright) 9,230.00
S&P Rating Fee 15,839.00
Official Statement Preparation/Printing/Internet Posting/Electronic Distribution 5,000.00

§_180,860.00

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

TCEQ Fee for Processing Application (0.25% of par amount)
(Based on par amount of $9,230,000 only) 23,017.48

23,017.46

Cost of Issuance Expenses Retained by Paying Agent Registrar $ 400.00

Total Cost of Issuance

21212015

$ 189,869.00
23,017.46
$ 400.00

$ 213.286.46

TCMUD006260
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$9,230,000

Trophy Club Municipal Utility District No,1
Water and Sewer System Revenue Bonds, Series 2015

Issuer

Ms. Jennifer McKnight

Ms. Renae Gonzales

Ms. Terri Sisk

100 Municipal Drive
Trophy Club, Texas 76262

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

Facsimile: 817-491-9312

imcknight@tcmud.org

rgonzales@tcmud.org

tsisk@tcmud.org

Underwriter
Raymond James
5956 Sherry Lane
19" Floor

Dalias, TX 75225

Luke Mattson
214-692-9866
luke.mattson@raymondjames.com

Randall Hawkins
214-365-5546
randall.hawkins@raymondjames.com

Paying Agent/Registrar
Mr. Jose Gaytan

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

100 Congress Ave., Suite 250

Phone: 512-813-2002 (Jose)

512-813-2001 (Anne-Marie)

Facsimile 512-813-2020
JGaytan@bankoftexas.com
AHansen@bankoftexas.com

Distribution List

Financial Advisor

Mr. Dan Aimon

Southwest Securities

1201 Elm Street, Suite 3500
Dallas, Texas 75270

Phone: 214-859-9452 (Dan)
Facsimile: 214-859-9475
DAImon@swst.com

Bond Counsel

Mr. Bob Dransfield

Ms. Kristen Savant

Ms. Diane Callahan

Norton Rose Fulbright

2200 Ross Ave., Suite 2800
Dallas, Texas 75201

Phone 214-855-8068 (Bob)
214-855-8072 (Kristen)
214-855-8024 (Diane)

Facsimile 214-855-8200

Robert.Dransfield@nortonrosefulbright.com

Kristen.Savant@nortonrosefulbright.com
Diane.Callahan@nortonrosefulbright.com

TCMUD006261
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SOUTHWEST EXHIBIT A
SECURITIES.

A Hilitop Holtings Company.

BOND DEBT SERVICE

$9,230,000
TROFHY CLUB MUD NO. 1
(Denton & Tarrant Counties, Texas)
Water & Sewer System Revenue Bonds, Series 2015
Final Numbers: As of January 20, 2015

Dated Date 02/01/2015
Delivery Date 02/17/2015

Period Annual

Ending Principal Coupon Interest Debt Service Debt Service
09/01/2015 136,988.54 136,988.54
09/30/2015 136,988,54
03/01/2016 117,418 75 117,418.75
09/0172016 210,000 2 000% 117,418 75 32741875
09/30/2016 444,837.50
03/01/2017 115,318.75 115,318.75
09/01/2017 365,000 2.000% 115,318.75 480,318 75
09/30/2017 595,637.50
03/01/2018 111,668.75 111,668 75
09/01/2018 375,000 2.000% 111,668 75 486,668 75
09/30/2018 598,337.50
03/01/2019 107,918.75 107,918.75
09/01/2019 380,000 2 000% 107,918.75 487,918.75
09/30/2019 595,837.50
03/01/2020 104,118 75 104,118 75
09/01/2020 390,000 2 000% 104,118.75 494,118 75
09/30/2020 598,237.50
03/01/2021 100,218.75 100,218.75
09/01/2021 400,000 2 000% 100,218.75 500.218.75
09/30/2021 600,437.50
03/01/2022 96,218 75 96,218 75
09/01/2022 410,000 2.000% 96,218.75 506,218 75
09/30/2022 602,437 50
03/01/2023 92,118.75 92,118.75
09/01/2023 420,000 2.000% 92,118.75 512,11875
09/30/2023 604,237.50
03/01/2024 8791875 87,918 75
09/01/2024 435,000 2.000% 87,918.75 52291875
09/30/2024 610,837.50
03/01/2025 83,568 75 83,568.75
09/01/2025 450,000 2.250% 83,568 75 533,568 75
09/30/2025 617,137 50
03/01/2026 78,506 25 78,506 25
09/01/2026 460,000 2 500% 78,506 25 538,506 25
09/30/2026 617,012 50
03/01/2027 72,756.25 72,756 25
09/01/2027 475,000 2500% 72,756.25 547,756.25
09/30/2027 620,512.50
03/01/2028 66,818.75 66,818.75
09/01/2028 490,000 2.750% 66,818.75 556,818 75
09/30/2028 623,637.50
03/01/2029 60,081 25 60,081 25
09/01/202% 510,000 2.750% 60,081.25 570,081.25
09/30/2029 630,162.50
03/01/2030 53,068 75 53,068.75
05/01/2030 525,000 3.000% 53,068 75 578,068 75
09/30/2030 631,137 50
03/01/2031 45,193.75 45,193 75
09/01/2031 545,000 3 000% 45,193 75 590,193 75
09/30/2031 635,387.50
03/01/2032 37,018.75 37,01875
09/01/2032 565,000 3 000% 37,018.75 602,018 75
09/30/2032 639,037.50
03/01/2033 28,543.75 28,543.75
09/01/2033 585,000 3.000% 28,543.75 613,543.75
09/30/2033 642,087 50

Jan 20, 2015 12:02 pm Prepared by Southwest Securities (AK) (Finance 7.010 Trophy Club MUD #1: WWSS-2015REV) Page 6
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SOUTHWEST
SECURITIES.

A Hilitop Haldttins Company

BOND DEBT SERVICE -

$9,230,000
TROPHY CLUB MUD NO. |
(Denton & Tarrant Counties, Texas)
Water & Sewer System Revenue Bonds, Series 2015
Final Numbers: As of January 20, 2015

N Period . . Annual
Ending Principat Coupon Interest Debt Service Debt Service
03/01/2034 19,768 75 19,768.75
09/01/2034 610,000 3125% 19,768.75 629,768.75 s
09/30/2034 649,537.50
03/01/2035 - 10,237 50 10,237.50
09/01/2035 630,000 3250% 10,237.50 640,237 50
09/30/2035 . 650,475.00
R 9,230,000 ' 3,113,951 04 12,343,951.04 12,343,951.04
'
Jan 20, 2015 12:02 pm Prepared by Southwest Securities (AK) (Finance 7.010 Trophy Club MUD #1:WWSS-2015REV) Page 7
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RECEIPT AND DISBURSEMENT OF FUNDS
BOKF, NA dba BANK OF TEXAS, AUSTIN, TEXAS

Re:  $9,230,000 "Trophy Club Municipal Utility District No. 1 Water and Sewer System
Revenue Bonds, Series 2015", dated February 1, 2015 (the “Bonds”)

BOKF, NA dba Bank of Texas, Austin, Texas (the “Bank”) hereby acknowledges receipt
this day of the total sum of $9,245,052.22 for the account of the Trophy Club Municipal Utility
District No. 1 (the “District”) from Raymond James & Associates, Inc., as underwriters of the
Bonds, in payment of the purchase price for the Bonds as follows:

Principal Amount $9,230,000.00
Accrued Interest 10,437.22
Premium 4.615.00
TOTAL AMOUNT RECEIVED $9,245.052.22

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

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

(2) Transmitted to State Street Bank and Trust Company, Boston,
MA representing the (i) deposit to the credit of the District's Texpool
construction fund for the Bonds, (ii) ratings fee partial reimbursement,
(i) TCEQ fees, and (iv) deposits to the Interest and Sinking Fund, the sum
of $9,054,783.22

(3) Transmitted to Southwest Securities, Inc. for the payment of
costs of issuance, the sum of $189,869.00

DATED, this February 17, 2015.

BOKF, NA dbg BANK OF TEXAS,
Austin, T

//
- JOSEACRITANAR:
Title:~——7r rosrineat
41504804.1/11411680
TCMUD006264
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m% STANDARD & POOR’S N
i RATINGS SERVICES i PIaza?Suite"ezeZtOD
llas, TX
McGRAW HILL FINANGIAL . ?e? (;:4) 87?l§122;0
reference no.. 1375972

t

January 9, 2015

Trophy Club Municipal Utility District #1

100 Municipal Drive

Trophy Club, TX 76262

Attention: Ms. Jennifer McKnight, District Manager

‘Re: US$9,230, 000 T: rophy Club Mﬂnicip&l Utility District No. 1, Texas, Water and Sewer System
Revenue Bonds, Series 2015, dated: February 1, 2015, due: September 1, 2035

Dear Ms. M(fanght:

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

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

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

¥

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

E)
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New York, NY 10041-0003

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

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

Sincerely yours,

Standard & Poor's Ratings Services

dg

enclosures

cc: Mr. Dan A. Almon
Ms. Mary Jane Dietz
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. Standard & Poor's Ratings §ervices
- Terms and Conditions Applicable To Public Finance Credit Ratings

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

All Credit Rating Actions in Ratings Services’ Sole Discretion. Ratings Services may assign, raise, lower, suspend, place
on CreditWatch, or withdraw a credit rating, and assign or revise an Outlock,. at any time, in Ratings Services’ sole
discretion. Ratings Services may take any of the foregoing actions notwithstanding any request for a confidential or
private credit rating or a withdrawal of a credit rating, or termination of a credit rating engagement. Ratings Services will
not convert a public credit rating to a confidential or private credit rating, or a private credit rating to a confidential credit
rating. \ . . .

1

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

Reliance on Information. Ratings Services relies on issuers and their agents and advisors for the accuracy and
completeness of the information submitted in connection with credit ratings and the surveillance of credit ratings
including, without limitation, information on material changes to information previously provided by issuers, their
agents or advisors. Credit ratiﬁgs, and the maintenance of credit ratings, may be affected by Ratings Services’ opinion
of the information received from issuers, their agents or advisors. ,
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Confidential Information. Ratings Services has established policies and procedures to maintain the confidentiality of
certain non-public information received from issuers, their agents or advisors. For these purposes, “Confidential
Information” shall mean verbal or written information that the issuer or its agents or advisors have provided to Ratings
Services and, in a specific and particularized manner, have marked or otherwise indicated in writing (either prior to or
promptly following such disclosure) that such information is “Confidential.”

Ratings Services Not an Expert, Underwriter or Seller under Securities Laws. Ratings Services has not consented to
and will not consent to being named an “expert” or any similar designation under any applicable securities laws or

other regulatory guidance, rules or recommendations, including without limitation, Section 7 of the U.S. Securities
Act of 1933. Rating Services has not performed and will not perform the role or tasks associated with an "underwriter"
or "seller" under the United States federal securities laws or other regulatory guidance, rules or recommendations in
connection with a credit rating engagement.

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

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

Trophy Club Municipal Utility District No. 1,
Texas; Water/Sewer

Credit Profile

US$9.23 mil Water and Swr Sys Rev Bnds ser 2015 dtd 02/01/2015 due 09/01/2035
Long Term Rating AA-/Stable New

Rationale

Standard & Poor's Ratings Services has assigned its "AA-' rating to Trophy Club Municipal Utility District (MUD) No. 1,
Texas' series 2015 water and sewer system revenue bonds. The bonds are secured by net revenues of the water and

sewer system.
The rating reflects our assessment of the district's:

» Relatively small, but stable, customer base, with very high income levels;

Stable and adequate water supply;

o High projected debt service coverage, coupled with good system liquidity and affordable rates; and
¢ Limited capital needs following the expansion of the wastewater treatment facility.

Partially offsetting these strengths is the recent volatility of pledged net revenues.
The MUD will use bond proceeds to make improvements to its wastewater treatment facilities.

The district spans approximately 2,280 acres in southern Denton County and northern Tarrant County and includes
portions of the towns of Trophy Club and Westlake. The population is estimated at 7,800 and residents have good
access to employment opportunities throughout the Dallas-Fort Worth metropolitan statistical area. The MUD also
serves the Solana Business Complex. Income levels in Trophy Club and Westlake are very high at more than double
the national levels. The district, which was created in 2009 through the consolidation of two existing utility districts,
obtains water from four wells and via a pipeline connected to Fort Worth's water system. The majority of treated water
is supplied from Fort Worth under a long-term contract. The contract is set to expire in 2031 and has no limits on the
amount of water purchased. Wastewater is treated at a city-owned facility capable of treating 1.75 million gallons per
day. Bond proceeds, used in conjunction with unlimited tax bonds that the district will also issue, will be used to
expand this facility. In 2014, there were about 4,340 active water accounts with an average monthly usage of 17,000
gallons. The average monthly bill was about $66.00 in 2014 and has ranged from $61.00 to $76.00 in recent years. The
MUD last raised rates July 1, 2014.

Like most municipal utility districts in the state, the district charges for water and wastewater service, but also levies a
property tax. Property tax revenues, however, are not pledged to the repayment of these bonds. Pledged water and
wastewater charges have grown steadily from $3.9 million in fiscal 2010 to $5.7 million in 2014 (unaudited). After
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1378727 | 302307398

TCMUD006270
1122



Summary: Trophy Club Municipal Utility District No. 1, Texas; Water/Sewer

accounting for operating expenses, net revenues available for debt service have fluctuated, ranging from a low of
$151,830 in 2010 to a high of $1.26 million in 2011. In 2014, net revenues totaled $1.1 million. Once these bonds are
issued, there will be about $9.53 million of system obligations outstanding, including a $302,000 balance on a revenue
note issued in 2013. The note is scheduled to be retired in 2016, and the projected annual debt service on the series
2015 bonds will hover near $655,000 through 2035. Based on unaudited fiscal 2014 results, coverage of future
maximum annual debt service would be about 1.7x. When including fiscal 2014 connectic;n fee revenue of $331,200,
coverage would be stronger; however, build-out is projected to occur in 2017, so'the collection of these fees will
diminish significantly. From a liquidity standpoint, at the end of fiscal 2014, there was approximately $2.13 million of
funds available for water and sewer operations. This equals about 160 days of operations.

Outlook *

The outlook is stable, reflecting our expectation for net revenues to result in strong debt service coverage and
maintenance of good liquidity. The MUD's mature status of development will likely limit any significant
debt-supported capital needs beyond the wastewater plant expansion. The rating not likely to change within the
two-year outlook horizon, as revenues, expenditures, and debt service requirements should rerhain relatively stable.

Related Criteria And Research

Related Criteria ‘

e USPF Criteria: Key Water And Sewer Utility Credit Ratio Ranges, Sept. 15, 2008

» USPF Criteria: Standard & Poor's Revisés Criteria For Rating Watet, Sewer,’And Drainage Utility Revenue Bonds,
Sept. 15, 2008 . L

-

¥ -
Complete ratings information is available to subScribers of RatingsDirect at www.globalcreditportal.com. All ratings

affected by this rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use

-

the Ratings search box located in the left column.
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No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part
thereof (Content) may be modified, reverse engineered, reproduced or distributed m any form by any means, or stored in a database or retrieval
system, without the prior written permission of Standard & Poor's Financial Services LLC or its affiliates (collectively, S&P). The Content shall not be
used for any unlawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or
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responsible for any errors or omissions {negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for
the security or maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assumes no obligation to
update the Content following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment
and experience of the user, its management, employees, advisors and/or clients when making investment and other business decisions. S&P does
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any lability for any
damage alleged to have been suffered on account thereof,

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business umits. S&P has established
policies and procedures to maintain the confidentiality of certain nenpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P
reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal com (subscription} and www.spcapitalig.com
(subscription) and may be distributed through other means, including via S&P publications and third-party redistributors. Additional information
about our ratings fees is available at www.standardandpoors.com/usratingsfees.
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The Depository Trust Company

A subsidiary of the Depository Trust & Clsaring Covpomﬁon

BLANKET ISSUER LETTER OF REPRESENTATIONS

(To be complated by lssuer and Co-lssust(s), if applicable)

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

March 16, 2010 ]
(Date)

-Attention: Underwriting Department v
The Depositary Trust Company
55 Water Street, 1SL

> New York, NY 10041-0099

Ladies and Gentlemen:

This letter sets forth our understanding with respect to all issues (the “Securities™) that
Issuer shall request to be made eligible for deposit by The Depository Trust Company (“DTC”).
Issuer is: ; lgsu }) represent one and cross gut the other) |,

{incorperated-in} [formed under the laws of] _the State of Texas . . '

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

M

Very truly yours,
Note: .
Sched!ﬂc A coptrins mtc.m:nts that DTC
belicves accurately describe DTC, the method Trophy Club Municipel Utility District No.l
of effecting book-entry transfers of securities . T
distributed through DTC, and certain related |
matters, By M—m_—
(Authorized Officer’s Slgnatare) R
Received and Accepted Robert Scott N
THE DEPOSITORY TRUST COMPANY (Prini Name)
S 100 Municipal Drive .
: - (Street Addross)
’ Trophty Club Texas USA 16262
y : Ci) Stat) Contry)’ T2 Codo)
&9 oree. .. -
et Tt . (Phene Numbes)
Clonriog Corperniion rscott@ei.trophyclub. tx.us
(E-mai] Addrees) $

BLOR 0325108

"TCMUD006273
~ 1125



SCHEDULE A

(To Blanket Issucr Letter of Representations)
SAMPLE OFFERING DOCUMENT LANGUAGE
DESCRIBING BOOK-ENTRY-ONLY ISSUANCE

(Fropared by DTC--bracketed material may be applicable only to certain issues)

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

2. DTC, the world's largest securities depository, is a 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 securities certificates. 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 has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its
Participants are on file with the Securities and Exchange Commission. More information about DTC can be
found at www.dtcc.com and www .dtc.org.

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

4,  To facilitate subsequent transfers, all Securities 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 Securities with DTC and their registration in the
name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has
no knowledge of the actual Beneficial Owners of the Securities; DTC’s records reflect only the identity of the
Direct Participants to whose accounts such Securities are credited, which may or may not be the Beneficial
Owners. The Direct and Indirect Participants will remain responsible for keeping account of their holdings on
behalf of their customers.

BLOR 03/25/08
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- SCHEDULE A
(To Blanket Issuer Lettor of Representations)

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

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

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

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

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

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

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

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

b
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6/23/2014 11:45:07 AM
Amalia Rodriguez-Mendoza
District Clerk

AN Travis County
NO. D-1-GN-14-001983 D-1-GN-14-001983

IN THE DISTRICT COURT OF
EX PARTE
TRAVIS COUNTY, TEXAS
TROPHY CLUB MUNICIPAL UTILITY
DISTRICT NO. 1,

L0 LN LN WO WO

201ST  yUDICIAL DISTRICT

ORIGINAL PETITION FOR EXPEDITED DECLARATORY JUDGMENT AND
MOTION FOR CONSOLIDATION

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

sewer system (the “Necessary Improvements”).’

! The Necessary Improvements include items identified in the Engineering Report (defined below). The Engineering
Report is available to the pubhc as follows — Part 1at J/iwww temud.org/wp-
- 1.pdf (last visited Jupe 19,

ORIGINAL PETITION FOR EXPEDITED DECLARATORY JUDGMENT — Page |
AND MOTION FOR CONSOLIDATION

TCMUD006276
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The District desires to proceed with confidence and certainty, assured by order of this
Court that jts actions, including the issuance of the Proposed Bonds.and the execution of
agreementsassociated with the construction and financing of the Necessary Improvements, are
incontestable and are valid and enforceable under the laws of the State of Texas, specifically
including Sections 49.152 and 54.501 of the Texas Water Code. .

1
! ' L
INTRODUCTION/NATURE OF THE ACTION

‘ 1. Chapter 1205 (i) entitles issuers of public securities to obtain a declaratory
judgment confirming the validity of proposed public securities, public securities authorizations,
expenditures of money related to public securities, and contracts related to projects funded
through the issuance of public. securities,” (ii) provides a statutory framework for accelerated
resolution, in a single forum, of all issues that have been or could be raised that affect the validity
of the public securities, authorization;, or contracts described in this Original Petition,” and (iii)
requires the Court, upon receipt of this Original Petition, to “immediately issue an order”

setting the matter for trial “at 10:00 a.m. on the first Monday after the 20th day after the date
Y - )

of the order. A

Py

2014); and Part 2 at hitp.//www.tcmud.org/wp-content/uploads/2013/04/Preliminary-Engineering-Report-The-
Wallace-Group-Part-2.pdf (last visited June 19, 2014).

2 Tex. Gov't Code Ann, § 1205.021.

® Id §§ 1205.025, 1205.061.

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

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

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

0)] appear for a trial at 10 a.m. on the first Monday after the 20th day after the ordet; and
@) show cause why the petition should not be granted and the public securities or the public
security authorization validated and confirmed.
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2. The completion of the Necessary Improvements is essential for the District to be
able to maintain regulatory compliance and service its increasing population. Accordingly, on
September 24, 2013, pursuant to the authority of the Resolution (defined below) and Sections
5.122 and 49.181 of the Texas Water Code, the District filed an application with the TCEQ for
expedited approval of a proposed engineering project and the issuance of up to $15,000,000 in
bonds. Specifically, the application requested authorization to issue up to $5,769.217 in
unlimited tax and/or combination unlimited tax and revenue bonds, and up to $9,230,783 in
revenue bonds, for the purpose of financing the Necessary Improvements. On February 6, 2014,
the TCEQ entered an order approving the issuance of the Proposed Bonds for the Necessary
Improvements.S

3. For reasons discussed more fully below, on March 7, 2014, Maguire Partners -
Solana, L.P. (“Maguire Partners”) and the Town of Westlake (“Westlake™) each moved to
overturn the TCEQ’s order, both of which motions were overruled by operation of law on May
2, 2014. Additionally, citing Section 5.351° of the Texas Water Code as the basis for the court’s
jurisdiction, Maguire Partners filed two lawsuits seeking to overturn the TCEQ’s order: (i) on
March 7, 2014, a lawsuit in the 126th Judicial District Court of Travis County, Texas (Cause No.
D-1-GN-14-000716), and (ii) on May 30, 2014, a lawsuit in the 53rd Judicial District Court of

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

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

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

IL »
DISCOVERY LEVEL

5. Due to the expedited m;ture of this action, the District does not intend to conduct
discovery under the levels outiined in Rule 190 of the Texas Rules of Civil Procedure. Rather,
as prc;vided by Chapter 1205.064, the records of the District that relate to the public securities +
will be mdde open to inspection at reasonable times® to any person or ent'ity tiuat becomes a party
to this action.” T;le Court may also take judicial noticer of those public recor&s not attached to
this Original Petition, and the ]5istrict hereby requests that the Court take such judicial notice.

oL
PARTIES, JURISDICTION, AND VENUE

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

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

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

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

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

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

9. The District is located entirely within Tarrant County, Texas and Denton County,
Texas, and has its principal office in Denton County, Texas. However, pursuant to Texas
Government Code § 1205.022, venue is proper in Travis County, Texas.

10.  This action is, by statute, an in rem proceeding and also a class action.” All
persons who reside within the territory of the issuer; who own property located within the
boundaries of the issuer; who are taxpayers of the issuer; or who have or claim a right, title, or

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

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

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

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

. 11, Jurisdiction over the Interested Parties may be had through publication of notice
as provided by Sections 1205.041 and 1205.043-.044 of Chapter 1205. Specifically,
Section 1205.041 of Chapter 1205 requires that,uupon receipt of this Original Petition, the clerk
of the court where this Original Petition is filed issue an order, in the form of a né)tice, advising
the Interested Parties of their right to appear for trial at 10:00 a.m. on the first Monday after the
20th day'after the date of the order and show cause why this Original Petition should not be
granted and why the undertaking of the Necessary Improvements and ther issuance of the
Proposed Bonds, together with the associated agreements, contracts, and transactions herein

described, should not be adjudged to be valid, enforceable, and incontestable. Section 1205.043

of*Chapter 1205 further directs that the clerk shall give notice by publishing a substantial copy of

the Order in a newspaper of general circulation in Travis County, Texas, in a newspaper of

general circulation in the County where the issuer has its principal 'office, and, if the issuer has
defined boundaries, in a newspaper of general circulation in each county in which the issuer has
territory. The notice shall be published once a week for two (2) cgnsecutive calendar weeks, with
the first publication not less than fourteen (14) days prior to the date set for trial. In such
manner, all parties to this lawsuit, with the exception of the Attorney General, shall thereby be

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

" Id §1205.062.

ORIGINAL PETITION FOR EXPEDITED DECLARATORY JUDGMENT - Page 6
AND MOTION FOR CONSOLIDATION

TCMUD006281

H

1133



extent as if individually named as defendants in this Original Petition and personally served with
process in this cause.”?

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

Box 12548, Capitol Station, Austin, Texas 78711-2548.

IV.
AUTHORITY OF DISTRICT TO BRING ACTION

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

(B]ring an action under this chapter to obtain a declaratory judgment as to:

(1)  the authority of the issuer to issue the public securities;

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

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

(B)  the organization or boundaries of the issuer;

5 1d, § 1205.044,

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

iE) the imposition of a rate, fee, charge, or toll or the enforcement of a
remedy relating to the imposition of that rate, fee, charge, or toll;
' and i

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

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

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

?

14.  The Supreme Court of Texas recognizes that the Legislature intended for courts to
quickly resolve any proceedings brought under Chapter 1205. See Buckholts Indep. Sch. Dist. v.
Giaser, 632.8.W.2d 146, 150-51 (Tex. 1982); Rio Grande Valley Sugar Growgrs, Inc. v.
Aftorney General, 670 S.W.2d 399, 401 (Tex. App.-Austin 1984, it ref’d n.r.e.) (“The total thrust
of .[arti;le 717m-1, predecessor statute to Chapter 1205] is to dispose of public securities
validation litigation with dispatch.”).

Vi
FACTUAL BACKGROUND
] . o
A. Formation of the District i
15.  Created as a municipal utility district pursuant to Chapter 54 of the Texas Water

3

Code, the District is a political subdivision of the State of Texas; .and is a conservation and

reclamation district in accordance with Article XVI, Section 59 of the Texas Constitution. The

District operates pursuant to authority set forth in Chapters 49 and 54 of the Texas Water Code.
16.  On March 4, 1975, pursuant to the 1975 Order discussed in paragraph 6 above,

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

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

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

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

20.  On January 26, 2009, TC MUD 1 and TC MUD 2 entered into an agreement
relating to the consolidation of the districts, and the Board of Directors of each district passed an
Order Calling a Consolidation Election, which scheduled an election for May 9, 2009. On
March 4, 2009, the Board of Directors of each district further passed an Amended and Restated
Order Calling Consolidation Election, effective retroactively to January 26, 2009, which left the
scheduled May 9, 2009 election date unchanged.'® As evidenced by the canvassing papers, the
election was held as scheduled and, by a vote of 446 for and 303 against in TC MUD 1 and 605

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

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

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

»

authorizing the same, and to provide for the payment of the principal of and interest on such

14

bonds by the levy and collection§ of a sufficient tax upon all taxable property within the District.
B. The District’s Services

21., The District ‘encompasses approximatély 2,688 acres of real property located in
. 5
Denton and Tarrant Counties, Texas. It provides retail water and wastewater services to all lands

within its corporate boundaries, including lands located within the Town 6f Trophy Club
(“Trophy Club”) and Westlake. The District current!y provides retail water services to
app;oximately 3,026 retail connections within the District.

22.  The District also provides wholesale water and‘ sewer services to Trophy Club for

approximately 1,123 customers located in that portion of the Trophy Club that is located outside

the corporate boundaries of the District, but within the area located in a public improvement

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

+

1° A true and correct copy of the Trophy Club Municipal Utility Disttict No. 1 Order 2009 — 0512 Order Canvassing
Consolidation Election Returns is attached hereto as Exhibit G, and'a true and correct copy of the Trophy Club
Municipal Utility District No. 2 Ordér 2009 — 0512 Order Canvassing Consolidation Election Returns is attached
hereto as Exhibit H.
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developer for costs related to infrastructure improvements located within the Trophy Club PID.
By contract, the District provides all water and wastewater system management, operation, and
administrative services on behalf of Trophy Club to the area within the Trophy Club PID.
C. Necessity of Repairs to the District’s Wastewater Plant

23.  As set forth below, the Necessary Improvements to the Wastewater Plant are
essential for the District to maintain regulatory compliance, to meet its customers’ service
demands as the District’s population increases, to continue to support the health, safety, and
welfare of the District’s population, and to ensure necessary operational redundancy needed to
provide continuous water and wastewater services.

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

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

continue to comply with the more stringent Permit limitations.

% For example, at the time of the Wastewater Plant’s initial construction and expansions, the Permit limitations
governing the discharge of treated wastewater effluent under the District’s Permit were, in relevant part, 10 mg/L for
carbonaceous oxygen demand (“CBOD™); 15 mg/L total suspended solids (“TSS™); and 3 mg/L for ammonia
nitrogen (“NH3-N”). However, the District’s existing Permit limits are 5 mg/L CBOD; 12 mg/L TSS,; and between
1-3 mg/L NH3-N.
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25.  Recognizing the foregoing, the* District’s Board of Directors "engaged The
Wallace Group, Inc., a professional engineering consultant, to prepare an engineering report to
identify improvements to the Wastewater Plant that are necessary for the District to maintain
regulatory compliance and to meet the demands of its increasing pc;pulation. The engineering
report was completed in .';pril 2013 and is available to the public as follows:

Part 1; hitp://www.tcmud.org/wp-content/uploads/2013/04/Preliminary-Engineering-

i

Report-The-Wallace-Group-Part-1.pdf and

Part 2: http:// www.tcmud.org/wp-contenﬂup}oads/ZO 13/04/Preliminary-Engineering-

Report-The-Wallace-Group-Part-2.pdf

(collectively, the “Engineering Report”). The discussion herein of the required improvements to
the Wastewater l;lant is not meant to be exhaustive and, therefore, the District incorporates by
reference the Engineering Report as if fully s’et) forth herein'and requests that the Court take
judicial‘noutice of zhe same.

26.  As indicated in the Engineering Report, the Wastewater Plant has already
exceeded current Permit limitat;ons on multiple occasions. Since the Engineering Report was
prepared, the number of events in which the District has exceeded the maximum daily limitations
set forth in the Permit'have continued to increase. The :District previously submitted a
compliance schedule to the TCEQ for purposes of achieving compliance with the Permit, and
that schedule provides for construction of the Necessary Improvements. As the District’s service
population continues to increase and/or hydraulic flows to the plant increase, the ability of the
District to maintain compliance with its Permit will be further jeopardized. In sum, unless the

Necessary Improvements are completed promptly, the District may be forced to impose a

b
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moratorium on new service connections or face significant TCEQ enforcement actions for Permit
violations.

(i) The Necessary Improvements Are Required for the District to Service Its
Increasing Population.

27.  The Necessary Improvements are critical for the District to continue to support
the health, safety, and welfare of its increasing population by providing it adequate services.
Indeed, the TCEQ’s more stringent Permit limitations have significantly reduced the Wastewater
Plant’s average daily flow capacity. This, together with the District’s increasing population, as
forecasted in the Engineering Report, has resulted in the plant approaching 100% of its
wastewater treatment capacity. The wastewater effluent has in fact recently exceeded the
maximum daily Permit limitations set forth in the Permit on multiple occasions. For example,
the District reported a violation for ammonia (NH3-N) on its Discharge Monitoring Report for
May 2014; the Permit limit for the monthly average was 1.0 mg/L, but the Wastewater Plant’s
monthly average was 1.78 mg/L.

(iii) The Necessary Improvements Are Required for the District to Allow
Necessary Operational Redundancy.

28.  The Necessary Improvements would also provide operational redundancy of the
Wastewater Plant as and when needed. For example, if one of the facility’s aeration basins needs
to be taken down for necessary maintenance or repairs, the hydraulic and organic capacities of
the existing treatment plant are effectively cut in half. In other words, to the extent the District
temporarily takes offline a basin for required maintenance, any increase in flow would likely
result in the District exceeding its Permit limitations.

29.  Additionally, there are hydraulic issues within the existing Wastewater Plant that

cause surcharging and short circuiting with the treatment basin. These are not easily corrected
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with the existing plant proéesses and configuration. The end result of these problems is a further
reduction in the treatment time and effective plant capacity.

30.  In sum, although the District has implemented interim improvements to achieve
interim compliance with its Permit limitations, the existing Wastewater Plant is reaching its
capacity and the District will not be able to maintain coml;liance with its Permit as wastewater
flows increase. The District’s professional engineering consultants have evaluated the existing
facility in detail, have reviewed and considered alternative solutions, and have identified the
most cost effective project to maintain regulatory compliance and to serve future demands.
Notably, TCEQ staff members have participated in the evaluations and concur with the District’s
conclusion.

t

D. The TCEQ’s Approval of the Necessary Improvements !

31.  In furtherance of its desire to finance the Necessary Improvements through the
Proposed Bonds, the District passed Resolution No. 2013-0827A (the “Resolution™).* On
September 24, 2013, pursuant to Sections 5.122 and 49.181 of the Texas Water Code and the
Resolution,?* the District filed an application with the TCEQ for expedited approval of a
proposed engineering project and the issuance of up to $15,000,000 in bonds (the “District’s
TCEQ Application”). The District’s TCEQ Application requested authorization to issue up to

$5,769,217 in unlimited tax and/or.combination unlimited tax and revenue bonds, and up to

$9,230,783 in revenue bonds, for the purposes of financing the Necessary Improvements.? -

2 A true and correct copy of the Resolution is attached hereto as Exhibit L.

22 The Resolution provides that a certified copy of the Resolution “shall constitute an application aiid request on
behalf of the District to the [TCEQ] pursuant to Section 49.181, Texas Water Code, for approval of the Pro_lect
described [therein] and the bonds described [therein].”

B A true and correct copy of the District’s TCEQ Application is attached hereto as Exhibit J, except Exhibit J does
not include the voluminous Engineering Report that was part of the application because the report is readily
available to the public (as described above in footnote 1).
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32. On January 31, 2014, the TCEQ issued a Technical Memorandum (“TCEQ
Memorandum™) regarding the District’s TCEQ Application stating that (i) the District’s TCEQ
Application supported the issuance of $5,765,000 in unlimited tax bonds and $9,230,000 in
revenue bonds, (ii) a Water Supply Division financial analyst reviewed the financial information
submitted in the District’s TCEQ Application and concluded that operating revenues appeared to
be sufficient for operating expenses and the District’s current and proposed revenue debt, and
(iii) based on the review of the Engineering Report and supporting documents, the bond issuance
is considered feasible and meets the economic feasibility criteria established by 30 Tex. Admin.
Code § 293.59.

33.  On February 6, 2014, the TCEQ entered AN ORDER APPROVING (1) AN
ENGINEERING PROJECT, (2) THE ISSUANCE OF §$5,765,000 IN UNLIMITED TAX
BONDS, AND (3) THE ISSUANCE OF $9,230,000 IN REVENUE BONDS FOR [THE
DISTRICT] (the “TCEQ Order”). Among other things, the TCEQ Order (i) attaches and adopts
the TCEQ Memorandum as written, (ii) pursuant to Section 49.181 of the Texas Water Code,
approves the Necessary Improvements together with the issuance of $14,995,000 in bonds to
finance the same ($5,765,000 in unlimited tax bonds and $9,230,000 in revenue bonds) at a
maximum net effective interest rate of 6.23%, and (jii) states that the sale of the bonds in the
TCEQ Order shall be valid for one year from the date of the TCEQ Order, unless extended by
written authorization of the TCEQ staff.2
E. Opposition to the TCEQ’s Approval of the Necessary Improvements

34.  As referenced above in paragraph 18, in 1982, the property owner of the area of

Westlake now known as Solana petitioned to annex the area into the District’s corporate

2% A true and correct copy of the TCEQ Order is attached hereto as Exhibit C.
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boundaries in order to obtain water, sewer, and fire protection services that Westlake did not
offer at that time. Westlake consented.to the annexation and agreed that the District would
provide such services to the Solana lands. In responsé, the District annexed the land and entered
into one or tnore contracts for the provision of water and wastewater services to the annexed
area. To this day, the contracts are still in full force and effect and the District owns and operates
water and sewer infrastructure in the Solana area and provides active waterand wastewater
services to customers living in or having property in Solana.

35.  Long after the District’s annexation of. Solana, Maguire Partners acquired an
interest in certain of the annexed land. Recently, Westlake and Maguire Partners have engaged
_ in a campaign to convince the District to release the annexed land from the District. bn August

19, 2013, Westlake sent the Distfict an unsolicited letter offering to pay $1.8 million over a five
year period in exchange for the District (i) releasing from its corporate boundaries all lands that
are located within the Solana area of Westlake, including the lands owned by Maguire Partners,
(ii) transferring all District assets and infrastructure in Solana to Westlake, and (iii) foregoing all
future taxes and revenues that would otherwise be collected from the area (the “Offer”). On
August 29, 2013, the District responded via a letter informing Westlake that the District had
provided the Offer to' its financial advisors.

36.  On September 24, 2013, the District filed the District’s TCEQ App}ication. The
.next day, Westlake sent the District a letter. expressing its concern regarding the Distxrict’s

approvaj of the issuance of debt to fund the Necessary Improvements. Specifically, the letter
stated that Westlake was “extremely. concerned about the impact of additional debt” on the Offer

and that the Offer was “based on the [District’s] current debt obligations[.]”

ORIGINAL PETITION FOR EXPEDITED DECLARATORY JUDGMENT — Page 16
AND MOTION FOR CONSOLIDATION :

E

: TCMUD006291

1143



37.  On October 28, 2013, Maguire Partners filed a Petition for Exclusion of Lands
from the District (the “Petition for Exclusion™). Notably, the land identified therein was the same
as certain of the land identified in the Offer. On October 31, 2013, the District denied the Petition
for Exclusion explaining that (i) because the District has outstanding bonds payable from taxes,
Chapter 49 of the Texas Water Code does not authorize the exclusion of the land from the
District’s corporate (taxing) boundaries, and (ii) the Texas Constitution does not permit the
District to exempt any individual property from taxation.

38.  After the District’s rejection of the Petition for Exclusion, multiple letters were
exchanged between Westlake and the District, whereby it became clear that the parties were not
going to reach an agreement.25

39, On March 7, 2014, in response to the TCEQ Order, Maguire Partners and
Westlake each filed with the TCEQ a Motion to Overturn the TCEQ Order (collectively, the
“Motions to Overturn™). After considering the Motions to Overturn and subsequent Replies that
Maguire Partners and Westlake each filed, the TCEQ elected to take no action with respect to its
prior order approving the Proposed Bonds and the Necessary Improvements. As a result, the
Motions to Overturn were overruled by operation of law on May 2, 2014.%

40. On March 7, 2014, Maguire Partners also filed a lawsuit seeking to overturn the
TCEQ’s Order; styled 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, which is currently pending in the 126th Judicial District Court of Travis

County, Texas (the “First State Court Action”). On May 30, 2014, Maguire Partners filed another

2 The correspondence between the District, Westlake, and Maguire Partners discussed herein is available to the
gublic at http://www tcmud.org/public-informatio/news/ (Jast visited June 19, 2014).

% A true and correct copy of the May 5, 2014 letter from the TCEQ confirming that the Motions to Overturn were
denied by operation of law is attached hereto as Exhibit K.
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lawsuit challenging the denial of its Motion to Overturn and seeking to overturn the TCEQ’s
Order; styled Maguire Partmers — 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, which is curre‘ntly pending in the 53rd Judicial District of Travis County, Texas (the
“Second State Court Action™).

41.  As explained in the District’s Response to the Motions to Overturn, the TCEQ
Executive D}recto'rfs Response to the Motions to Overturn, and the Office of Public Interest
Counsel’s Response to the Motions to Overturn, Maguire Partners’ and Westlaké’s challenges to
the Proposed Bonds and Necessary Improvements are without merit.”’ Upon information and
belief, Maguire Partners and Westlake have oppo:sed the Proposed Bonds and Necessary
Improvements for the sole purpose of furthering their desire to have the District release Solana
from its corporate boundaries — ar act that the District is prohibited from doing under
applicable law, and is unwilling to do to the detriment of its other taxpayers and bondholders.

VL e
AUTHORITY OF THE DISTRICT TO ENTER INTO CONTRACTS, ISSUE THE

PROPOSED BONDS, AND CONSTRUCT THE NECESSARY IMPROVEMENTS

A. The District is Authorized to Contract for the Necessary Improvements

N +*

42. . Section 54.201 of the Texas Water Code authorizes the District to own, operate,
maintain, repair, and/or improve the Wastewater Plant. It provides, in pertinent part:

(a A district shall have the functions, powers, authority, rights, and duties which will

. permit accomplishment of the purposes for which it was created.
(b) A-district is authorized to purchase, construct, acquire, own, operate, maintain,
repair, improve, or extend inside and outside its boundaries any and all works,
improvements, facilities, plants, equipment, and appliances necessary to

27 The responses to the Motions to Overturn are available to the public by going to
bttp://www]14 tceq.texas gov/epic/eFiling/index. cfm?fuseaction=search.home (last visited June 19, 2014), and
inserting the following “TCEQ Docket Number” where indicated: 2014-0347-DIS.
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accomplish the purposes of the district authorized by the constitution, this code, or
other law, including all works, improvements, facilities, plants, equipment, and
appliances incident, helpful, or necessary to: . . .

(1)  supply water for municipal uses, domestic uses, power, and commercial
purposes and all other beneficial uses or controls; [and]

(2)  collect, transport, process, dispose of, and control all domestic, industrial,
or communal wastes whether in fluid, solid, or composite state; . . .

Tex. Water Code Ann. § 54.201; see also id. § 54.012.

43.  Section 49.213 of the Texas Water Code authorizes the District to enter into a
contract with a public or private entity to construct improvements to the Wastewater Plant, i.e.,
the Necessary Improvements. It provides, in pertinent part:

(@) A district may contract with a person or any public or private entity for the joint
construction, financing, ownership, and operation of any works, improvements,
facilities, plants, equipment, and appliances necessary to accomplish any purpose
or function permitted by a district, or a district may purchase an interest in any
project used for any purpose or function permitted by a district.

(b) A district may enter into contracts with any person or any public or private entity
in the performance of any purpose or function permitted by a district.

{¢) A district may enter into contracts, which may be of unlimited duration, with
persons or any public or private entities on the terms and conditions the board
may consider desirable, fair, and advantageous for: . . .

(2)  the collection, transportation, treatment; and disposal of its domestic,
industrial, and communal wastes or the collection, transportation,
treatment, and disposal of domestic, industrial, and communal wastes of
other persons; ...

(4)  the continuing and orderly development of the land and property within
the district through the purchase, construction, or installation of works,
improvements, facilities, plants, equipment, and appliances that the district
may otherwise be empowered and authorized to do or perform so that, to
the greatest extent reasonably possible, considering sound engineering and
economic practices, all of the land and property may be placed in a
position to ultimately receive the services of the works, improvements,
plants, facilities, equipment, and appliances;
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(5)  the maintenance and operation of any ‘works, improvements, facilities,
plants, equipment, and appliances of the district or of another person or
public or private entity;

+ (6)  the collection, treatment, and disposal of municipal solid‘wastes; and

(7)  the exercise of any other rights, imwers, and duties granted to a district.

Tex. Water Code Ann. § 45.213. |

44. By passing the Resolution, the District elected to exercise its right to complete the
Necesséry Improvements, and to later contract with a third party to complete such
improvements. Moreover, in furtherance of the ‘same, the District filed the District’s TCEQ
Application, resulting in the TCEQ Order that approved the Necessary Improvements and
issuance of the Proposed Bonds.

45.  Additionally, the TCEQ Order discusses certain of thq District’s responsibilities
in executing a contract for the Necessary Improvements imposed by Sections 49.181 (set forth
below), 49.182,% and 49.277(b)*® of the Texas Water Code. Indeed, the TCEQ Order states, in
pertinent part, that the District shall:

(1)  furnish the Utilities and District’s Section copies ‘of all bond issue project

construction documentation outlined .under 30 Tex. Admin. Code §

]

2% Tex. Water.Code Ann. § 49.182 (“(a) During construction of projects and iniprovements approved by the
commission under this subchapter, no substantia] alterations may be made in the plans and specifications without the
approval of the commission in accordance with commission rules. (b) The executive director may inspect the
improvements at any time during construction to determine if the project is being constructed in accordance with the
plans and specifications approved by the commission. (c) If the executive director finds that the project is not being
constructed in accordance with the approved plans and specifications, the executive director shall give written notice
immediately by certified mail to the district's manager and to each board member. (d) If within 10 days after the
notice is mailed the board does not take steps to ensure that the project is being constructed in accordance with the
approved plans and specifications, the executive director shall give written notice of this fact to the attorney general.
(e) After receiving this notice, the attorney general may bring an action for injunctive relief or quo warranto
groceedings against the directors. Venue for either suit is exclusively in a district court in Travis County.”).

® 1d. § 49.277(b) (“During the progress of the construction work, the district engineer or other designated person
shall submit to the board detailed written reports showing whether or not the contractor is complying with the
contract, and when the work is completed the district engineer shall submit to the board a final detailed report
including as-built plans of the facilities showing whether or not the contractor has fully complied with the
contract.”). v
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293.62, including detailed progress reports and as-built plans required by
Tex. Water Code § 49.277(b), which have not already been submitted;

(2)  notify the Utilities and District’s Section 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 Tex. Water Code § 49.277(b), that ali
construction financed with the proceeds from the sale of bonds is
completed by the construction contractor according to the plans and
specifications contracted.

See Exhibit C.>* In sum, the District is authorized to contract with a third party to construct the
Necessary Improvements.
B. The District Has Authority to Issue the Proposed Bonds

46. Sections 49.152°! and 54.501 of the Texas Water Code authorize the District to

issue bonds to finance the Necessary Improvements. Section 54.501 provides:

3 30 Tex. Admin Code § 293.62 provides:
Every district required to obtain commission approval of its projects relating to the issuance and sale of bonds as
indicated in § 293.41 of this title (relating to Approval of Projects and Issuance of Bonds), is required to submit the
following construction related reports and/or documents:
M Within 10 days after construction contract execution, the district shall furnish to the appropriate

agency field office true copies of the following documents:

(A) notice to contractors (advertisement affidavit for bids);

®) addenda to plans and specifications;

©) bid tabulation;

®) engineer's letter recommending award of contract;
E) executed contract and bid proposal documents with bonds; and
43 notice to proceed (submit copy when issued).
2) As the construction progresses, provide to the appropriate agency field office:

(A) engineer’s monthly construction progress reports and monthly pay estimates for contract
partial payments within 10 days after payment;

(B) copies of proposed change orders;

© copies of infiltration/exfiltration tests for wastewater lines and test results of water lines
prior to final construction inspection;

D) notice of date and time of final inspection at least five days prior to the inspection;

E) engineer's certification of completion for each construction contract within 10 days of the
project acceptance; and

(F) letter of acceptance by owner within 10 days after project acceptance.

A3) At the time the district requests approval for funding of the project from the commission or
executive director and subsequently thereafter as appropriate, the district shall provide to the
executive director copies of the items listed in paragraphs (1) and (2) of this section.
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The district may issue its bonds for any purpose authorized by this chapter,
Chapter 49, or other applicable laws, including the purpose of purchasing,
constructing, acquiring, owning, operating, repairing, improving, or extending any
district works, improvements, facilities, plants, equipment, and appliances needed
to accomplish the purposes set forth in Section 54.012 for which a district shall be
created, including works, improvements, facilities, plants, equipment, and
appliances needed to provide a waterworks system, sanitary sewer system, storm

sewer system, and solid waste disposal system.

Tex. Water Code Ann. § 54.501.

47.

Section 49.181 of the Texas Water Code further addresses the District’s authority

to issue bonds in situations requiring TCEQ approval. Section 49.181 provides, in pertinent part:

@

(b)

(©)

(d

©

®

A district may not issue bonds to finance a project for which the commission has
adopted rules requiring review and approval unless the commission determines
that the project is feasible and issues an order approving the issuance of the
bonds. This section does not apply to: . . .

A district may submit to the commission a written application for investigation of
feasibility. An engineer’s report describing the project, including the data,
profiles, maps, plans, and specifications prepared in connection with the report,
must be submitted with the application. . .
The executive director shall examine the application and the report and shall
inspect the project area. The district shall, on request, supply the executive
director with additional data and information necessary for an investigation of the
application, the engineer’s report, and the project.

The executive director shall prepare a written report on the project and include
suggestions, if any, for changes or’improvements in the project. The executive
director shall retain a copy of the report and send a copy of the report to both the
commission and the district.

The commission shall consider the application, the engineer’s report, the
executive director’s report, and any other evidence allowed by commission rule to
be considered in determining the feasibility of the project.

The commission shall determine whether the project to be financed by the bonds
is feasible and issue an order either approving or disapproving, as appropriate, the

&

! Tex. Water Code Ann. § 49.152 (“The district may issue bonds, notes, or other obligations to borrow money for
any corporate purpose or combination of corporate purposes only in compliance with the methods and procedures
provided by this chapter or by other applicable law.”). -
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issuance of the bonds. The commission shall retain a copy of the order and send a
copy of the order to the district.

()  Notwithstanding any provision of this code to the contrary, the commission may
approve the issuance of bonds of a district without the submission of plans and
specifications of the improvements to be financed with the bonds. The
commission may condition the approval on any terms or conditions considered
appropriate by the commission.

48.  The District intends to finance the Necessary Improvements through the issuance
and delivery of the Proposed Bonds. The Proposed Bonds shall be issued in one or more series in
an aggregate principal amount not to exceed $14,995,000, such amount consisting of the sum of
up to $5,765,000 in unlimited tax bonds and up to $9,230,000 in revenue bonds at a maximum
net effective interest rate of 6.23%.>2 The Proposed Bonds shall be issued pursuant to the terms
and conditions specified in the bond orders, substantial copies of which are attached hereto as
Exhibits A and B, respectively, with such changes and completion of blanks as are reasonably
appropriate to accommodate the structure of a particular series of Proposed Bonds as each
particular series of Proposed Bonds is priced and sold and in order to obtain the approval of the
Texas Attorney General pursuant to Section 1202.003 of the Texas Government Code.

49.  Pursuant to Section 49.181 of the Texas Water Code and other applicable law, the
District filed the District’s TCEQ Application requesting the TCEQ’s approval to issue the
Proposed Bonds. The TCEQ Order approved the application and authorized the District to issue
the Proposed Bonds to finance the Necessary Improvements.

50.  Other than the approval of the Texas Attorney General pursuant to Section

1202.003 of the Texas Government Code, no further governmental approvals are required for the

District to issue the Proposed Bonds. Pursuant to Section 54.505 of the Texas Water Code, voter

32 Id § 54.502(d) (“A district may issue its bonds in various series or issues.”).
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approval is not required for the District’s issuance of up to $9,230,000 in revenue bonds for the
Necessary Improvements.®

51.  Moreover, with respect to the District’s issuance of up to $5,765,000 in unlimited
tax bonds for the Necessary Improvements, the voters within the District have approved the
issuance of the previously authorized but uniSsued tax bonds, so no new election is required t6
issue those bonds. 1

52.  Asdiscussed above in paragraph 19, in 1990, DC MUD 2 and DC MUD 3 eﬁteréd
into a consolidation agreement and an election was held whereby voters approved the
cosnso]idation of the districts into the TC MUD 2.

53.  Most recently, as discussed more fully above in paragraph 20, in 2OQ§, an election
was held whereby the voters 'for TC MUD 1 and TC MUD 2 approved the consolidation of the
districts in the District, and t;urther specifically authorized (i) each district to assume the other
district’s outstanding bonds, notes, and obligations and voted but unissued bonds payable in
whole or in part from taxation, (ii) the District to provide for the payment of principal of and
interest on the outstanding bonds, notes and obligations of the former TC MUD 1 and TC MUD
2, through the levy and collecz‘.ion of a sufficient ad valorem tax upon all taxable property within

3

the District, and (iii) the Disjtrict to issue. for and in the name of the District the voted but
i i

unissue‘:l,honds of former TC MUD 1in the amount of $3,229,217 and of the former TC MUD 2
in the amount of $4,540,000, being assumed by the District, as may be appropriate under the

specific authority and terms and conditions of the propositions submitted at the eléctions

3

14 § 54.505 (“Bonds payable solely from revenues may be issued by resolution or order of the board without an
election, but no bonds, except refunding bonds, payable wholly or partially from ad valorem taxes shall be issued
until authorized by a majority vote of the resident electors of the district voting in an election called and held for that
purpose. An election is not required to pledge revenues to the payment of bonds.”); see also Tex. Water Code Ann.
§ 49.181.
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authorizing the same, and to provide for the payment of the principal of and interest on such
bonds by the levy and collection of a sufficient tax upon all taxable property within the District.
54,  The following table provides a summary of the District’s confirmation election

dates, bonds authorized, total bonds issued, and bonds authorized but unissued.

T10/7/1975 | 812, 1 $11,115,000° - | $1,229217

DC MUD 2 4/4/1981 $6,450,000 $6,450,000°" $0
DC MUD 3** 4/4/1981 $5,800,000 $3,760,000” $2,040,000
DC MUD 3 10/29/1988 $2,500,000 $0 $2,500,000
Total Authorized $5,769,217
But Unissued

55.  In sum, the District has satisfied all legal prerequisites, other than the Texas
Attorney General’s approval, to issue the Proposed Bonds.

VIL
MOTION/REQUEST FOR CONSOLIDATION

56.  Asreferenced above, in an effort to prevent the District from issuing the Proposed
Bonds and completing the Necessary Improvements, Maguire Partners filed the First State Court
.Action and Second State Court Action seeking to overturn the TCEQ’s Order and the denial of
its Motion to Overturn. Because the issues in this case and those two (2) actions are substantially

related and, in some instances, identical, the same evidence and arguments will ultimately be

3 On the date of the election, TC MUD 1 was known as the Denton County Municipal Utility District No. 1.

¥ 1gsuances were as follows: (i) $1,530,000 on 1/15/1976, (ii) $2,035,000 on 7/15/1980, (iii) $3,200,000 on
3/29/1983, and (iv) $4,350,000 on 10/17/1990.

3 DC MUD 2 was later consolidated with DC MUD 3 into TC MUD 2.

37 1ssuances were as follows: (i) $1,870,000 on 12/1/1988, (ii) $3,510,000 on 6/1/2002, and (iii) $1,070,000 on
6/18/2003.

3 DC MUD 3 was later consolidated with DC MUD 2 into TC MUD 2.

3 Issuances were as follows: (i) $3,630,000 on 12/1/1988, and (ii) $130,000 on 6/18/2003.
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presented in each case. Accordingly, to preserve the Court’s resources and pursvant to the
express authority. granted to the Court in Chapter 1205, including Section 1205.061 thereof, as
well as Sections 41 and 174 of the Texas Rules of Civil Procedure, the District hereby requests'
that the Court consolidate the First State Court Action and Second State Court Action into this
cause and hear the cases jointly.* N

VI
PRAYER FOR ORDERS REQUIRED BY CHAPTER 1205

57. .\The District respectfully prays that the Court follow the procedures set forth in
Chapter 1205 and further prays:
(a)  that the Court, upon presentation of this Original Petition, immediately enter and

»

issue an Order Setting Hearing (the “Order”) in the form™of a notice in accordance with Section
1205.041 of the Texas Government Code directed to all Interested Parties; and that the Order
require the Interested Parties, in general terms and’ without naming thcm, and the Attorney

General of Texas, to appear for hearing and trial at 10:00 o’clock a.m., on the first Monday after

the expiration of 20 days from the date of issuance™of the Order, and to show cause why the

2 Tex. Gov’t Code Ann § 1205.061 provides, in pertinent part:

- (@) On the issuer’s motion, before Or after the trial date set under Section 1205.041; the court may
enjoin the commencement, prosecution or maintenance of any proceeding by any person that
« contests the validity of:

1) any orgamzatxonal proceeding or boundary change of the issuer;

) the public securities that are described in the petition for declaratory judgment action;

3) a public security authorization relating to the public securities;

) an action or expenditure of money relating to the public securities, a proposed action or
expenditure, or both;

5) a tax, assessment, toll, fee, rate, or other charge authorized to be imposed or made for the
payment of the public securities or interest on the public securities; or

6) a pledge of any revenue, receipt, or property, or an encumbrance on a tax, assessment,

toll, fee, rate, or other charge, to secure that payment.
(b) The court may:

1) order a joint trial on all issues pending in any other proceeding in a court in this state and
the consolidation of the proceeding with the action under this chapter; and
2) issue necessary or proper orders to effect the consolidation that will avoid unnecessary
costs or delays or a multiplicity of proceedings.
(©) An interlocutory order issued under this section is final and may not be appealed.
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prayers of this Original Petition should not be granted;

(b)  that the Court require any party opposing this action, or any intervener, other than
the Attorney General of Texas, to post a bond for payment of all damages and costs that may
accrue by reason of the delay that will be occasioned by the continued participation of the
opposing party or intervener in the event that the District finally prevails and obtains
substantjally the judgment prayed for in this Original Petition;"!

(c)  that prior to the date set for hearing and trial, the Clerk of the Court give said
notice by causing a substantial copy of the Order to be published in a newspaper of general
circulation in Denton County, Texas, Tarrant County, Texas, and Travis County, Texas. The
notice shall be published once in each of two consecutive calendar weeks, with the date of the

first publication to be not less than 14 days prior to the date set for hearing and trial; and

(d)  that the Court grant all proceedings, hearings, and trial on this Original Petition,

priority over all other cases, causes or matters pending in the Court.

IX.
PRAYER FOR DECLARATORY JUDGMENT

58.  The District has brought this Chapter 1205 action to provide standing to all
Interested Parties and to put to rest any current or future legal challenges concerning (i) the
District’s authority to issue the Proposed Bonds, (ii) the legality and validity of using funds from
the Proposed Bonds to finance the Necessary Improvements, and (iii) the District’s authority to
award contracts for the construction of the Necessary Improvements. Accordingly, the District
seeks a declaration by this Court that:

(8)  the District is an “issuer” of “public securities” within the meaning of Section

1205.001(1) of the Texas Government Code;

4 Tex. Gov’t Code Ann. § 1205.101.
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' () the TCEQ Order is a valid and final order‘of the TCEQ that_may not be
challenged in this Court or any other court, agency, or forum; ¢

(c)  the District is authorized to enter into contracts for the Necessary Improvements
through any method authorized by Chapters 49 and/or 54 of the Texas Water Code;

(d)  the District is authorized to issue and to deliver up to $5,765,000 in principal
amount of its unlimited tax bonds and up to $9,230,000 in revenue bonds to finance the
Necessary Improvements, in one or more senes pursuant to the terms and conditions Speclﬁed in
the bond orders, substantial copies of which are attached as Exhibits A and B to this Original
Petition, with such changes and completion of blanks as are reasonably appropriate to
accommodate the structure of e; particular series of the Proposed Bonds as each particular series

of Proposed Bonds is priced and sold and in order to obtain the approval of the Attorney General

of Texas pursuant to Tex. Gov. Code §1202.003;

Y

(e)  the actions taken or to be taken by the District, including regarding the issuance

and delivery of the Proposed Bonds pursuant to the provisions of Chapters 49 and 54 of the
Texas Water Code are valid, binding, and incontestable under Texas law;

@ the contracts and agreements executed or proposed to be executed by the District
in connection with completing the Necessary Im}?rovements are valid and legally bindi;lg
contracts and agreements, a;d are incoritestable under Texas law; and

(g)  the Proposed Bonds and each installment thereof, when issued and executed
pursuant to the procedural requirements provided by law, including approval by the Attorney
General of Texas, will constitute lawful and valid obligations and contracts of the District,

enforceable according to their respective terms, and that all provisions for the payment of, and
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pledges, liens and security provided for such debt and the interest thereon will constitute valid
and binding obligations and contracts of the District under the laws of the State of Texas.

59.  The District further requests the Court to proceed expeditiously in accordance
with Chapter 1205 and, upon trial and final hearing, to quickly resolve all matters listed above in
the District’s favor.

X
PRAYER FOR CONSOLIDATION

60.  The District respectfuily prays that the Court exercise its authority set forth in
Chapter 1205, including Section 1205.061 thereof, and Sections 41 and 174 of the Texas Rules
of Civil Procedure, and consolidate the First State Court Action and Second State Court Action
into this cause and that said cases be heard jointly before this Court. The District further prays
that the District Clerk of this Court and the District Clerk of Travis County, Texas take all
necessary steps to consolidate the First State Court Action and Second State Court Action into
this case without delay and, in any case, prior to 10:00 a.m. on Monday, July 14, 2014,

XI.
PRAYER FOR ADDITIONAL RELIEF

61.  The District further respectfully prays that the Court, upon trial and final hearing,
award the following additional relief:

(a)  decree that the declaratory judgment herein prayed shall, as to all matters
adjudicated, be forever binding and conclusive against the District, the Attorney General of
Texas, and all Interested Parties, irrespective of whether such parties filed an answer or
otherwise appeared herein; and

(b)  such other and further relief and orders to which the District may show itself
justly entitled at law or in equity.
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Dated: June 23, 2014 FULBRIGHT & JAWORSKI LLP

/s/ Norlynn B. Price
Norlynn B. Price
State Bar No. 02499050
norlynn.price@nortonrosefulbright.com
Robert D. Dransfield
State Bar No. 06111800
robert.dransfield@nortonrosefulbright.com
M. Scott Incerto
State Bar No. 10388950
scott.interto@nortonrosefulbright.com
Ashley Callahan
State Bar No. 24027545
ashley .callahan@nortonrosefulbright.com
Matt Durfee
State Bar No. 24069654
matt.durfee@nortonrosefulbright.com

2200 Ross Avenue, Suite 2800

. Dallas, TX 75201-2784
Telephone:  (214) 855-8000
Facsimile:  (214) 855-8200

Anthony S. Corbett

Freeman & Corbett

8500 Bluffstone Cove, Suite B-104
Austin, Texas 78759

State Bar No. 04811760
tcorbett@freemanandcorbett.com
Telephone: (512) 451-6689
Facsimile: (512) 453-0865

Pamela H. Liston

The Liston Law Firm, P.C.
P.O. Box 1882

Rowlett, Texas 75030

State Bar No. 00791111
pamela.liston@listonlaw.net
Telephone: (972) 475-2794
Facsimile: (972) 463-4158

Attorneys for Plaintiff Trophy Club
Municipal Utility District No. 1
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AN ORDER authorizing the issuance of "Trophy Club Municipal Utility District
No. 1 Unlimited Tax Bonds, Series 2014"; specifying the terms and
features of said bonds; levying a continuing direct annual ad valorem tax
for the payment of said 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 District is the successor by merger and consolidation of Trophy Ciub
Municipal Utility District No. 1 ("Prior TCMUD 1") and Trophy Club Municipal Utility District No. 2
("Prior TCMUD 2" and with Prior TCMUD 1, the "Prior TCMUDs") pursuant to a consolidation
election held in the District on May 9, 2009 (the "Consolidation Election") by which the District
consolidated the Prior TCMUDs into the District and assumed all outstanding and voted but
unissued bonds and taxes of the Prior TCMUDs; and

WHEREAS, Prior TCMUD 2 was the successaor by merger and consolidation of Denton
County Municipal Utility District No. 2 ("Prior DCMUD 2") and Denton County Municipal Utility
District No. 3 ("Prior DCMUD 3") pursuant to a consolidation election heid on May 5, 1990; and

WHEREAS, the District is authorized by the Act to purchase, construct, acquire, own,
operate, maintain, repair, improve, or extend inside or outside its boundaries any and all works,
improvements, facilities, plants, equipment and appliances necessary to accomplish the
purposes of its creation, all in accordance with the Act; and

WHEREAS, at an election held within and for Prior TCMUD 1 on October 7, 1975 (the
“Prior TCMUD 1 Election"), Prior TCMUD 1 was authorized to issue the bonds of the District in
the maximum aggregate principal amount of $12,344,217 for the purchase, acquisition and
construction of a waterworks and sanitary sewer system and additions, extensions and
improvements thereto for said District including necessary administrative facilities, and for the
further purpose of the purchase, acquisition and construction of works, improvements, facilities,
plants, equipment and appliances necessary for the drainage of lands within said District, and to
provide for the payment of the principal of and interest on such bonds by the levy and coliection
of ad valorem taxes upon all taxable property within the District; and

WHEREAS, at elections held within and for Prior DCMUD 3 on April 4, 1981 (the "Prior
DCMUD 3 1981 Election") and on October 29, 1988 (the "Prior DCMUD 3 1988 Election"), Prior
DCMUD 3 was authorized to issue the bonds of the District in the maximum principal amount of
$5,800,000 and $2,500,000, respectively, for purchasing, constructing, acquiring, owning,
operating, repairing, improving or extending a waterworks system, sanitary sewer system and
drainage and storm sewer system, including, but not limited to, all additions to such systems
and all works, improvements, facilities, plants, equipment, appliances, interests in property, and
contract rights needed therefor and administrative facilities needed in connection therewith, and
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to provide for the payment of principal of and interest on such bonds by the levy and collectlon
of a sufficient tax upon all taxable property within said District; and

WHEREAS, the elections described above were called and held tinder and in strict
conformity with the Constitution and laws of the State of Texas and of the United States of
America, and the respective Boards of Directors of the Prior TCMUD 1 and the Prior DCMUD 3
have heretofore officially declared the results of said elections ‘and declared that the Prior
TCMUD 1 and the Prior DCMUD 3 were legally authorized to issue the bonds as described
above; and

WHEREAS, pursuant to the authority of the Prior TCMUD 1 Election, the District has
heretofore issued $11,115,000 of its unlimited tax bonds for authorized purposes, and pursuant
to the authority of the Prior DCMUD 3 1981 Election, the District has heretofore issued
$3,760,000 of its unlimited tax bonds for authorized purposes; and ¢

WHEREAS, the District has not heretofore issued any bonds pursuant to the authority of
the Prior DCMUD 3 1988 Election; and

WHEREAS, there remains voted and unissued of the District's uniimited tax bonds, a
total of $5,769,217 from the Consolidation Election of May 5, 1990, consisting of $1,229,217
from the voted authorization of Prior TCMUD 1 Election, $2,040,000 from the voted
authorization of Prior DCMUD 3 1981 Election, and $2,500,000 from the voted authorization of
the Prior DCMUD 3 1988 Election; and

WHEREAS, the issuance of $5,765,000 in principal amount of Bonds pursuant to this
Order will be from the original voted bond authorization of Prior TCMUD 1 Election, Prior
DCMUD 3 1981 Election and Prior DCMUD 3 1988 Election, leaving voted and unissued, after
the delivery of these bonds, $4,217 from the Prior TCMUD 1 Election, $0 from the Prior DCMUD
3 1981 Election, and $-0- from the Prior DCMUD 3 1988 Election; and

WHEREAS, the Commission has§approved the issuance by the District of up to
$5,765,000 in unlimited tax bonds pursuant to an order dated February 6, 2014 (the
"Commission Order") upon the terms and conditions stated in the Commission Order; and

WHEREAS, the Board of the District deems it necessary and advisable at this time to
issue $5,765,000 of bonds pursuant to the Act and the Prior TCMUD 1 Election, Prior DCMUD 3
1981 Election and Prior DCMUD 3 1988 Election as described above.

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

SECTION 1: Definitions and Interpretations.

(a) When used in this Order, except in Section 12, and in any resolution or order
amendatory or supplemental hereto, the terms listed below shall have the meanings specified
below, unless it is otherwise expressly provided or unless the context otherwise requires:

"Additional Bonds" shall mean the additional bonds p;yable from ad valorem taxes -

which the Board expressly reserves the right to issue in Section 32 of this Order.
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"Authorized Investments" shall mean authorized investments as set forth in the Public
Funds Investment Act, Chapter 2256, Texas Government Code and the District's Investment
Policy.

"Board” or "Board of Directors" shall mean the governing body of the District.

"Bondholders" or "Registered Owner" shall mean the registered owners of any Bonds.
Any reference to a particular percentage or portion of the Bondholders shall mean the registered
owners at the particular time of the specified percentage or portion in aggregate principal
amount of all Bonds then outstanding exclusive of Bonds held by the District.

"Bonds" shall mean the Bonds initially issued and delivered pursuant to this Order and
all substitute Bonds exchanged therefor, as well as all other substitute bonds and replacement
bonds issued pursuant hereto, and the term "Bond" shall mean any of the Bonds.

"Order" shall mean this Order of the Board of Directors authorizing the issuance of the
Bonds.

"Commission” shall mean the Texas Commission on Environmental Quality or its
successor.

"Commission Order" shall mean the order of the Commission signed February 6, 2014
approving the issuance of the Bonds upon the terms and conditions as outlined in such order.

"Designated Payment/Transfer Office” means (i) with respect to the initial Paying
Agent/Registrar named herein, its designated office in , Texas, and (i) 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.

"District" shall mean Trophy Club Municipal Utility District No. 1 and any other public
agency succeeding fo the powers, rights, privileges, and functions of the District, and shall
mean, when appropriate, the Board of Directors of the District.

"DTC" shall mean The Depository Trust Company of New York.

"Fiscal Year" shall mean the twelve-month accounting period for the District, as may be
changed from time to time by the Board of Directors.

"Interest and Sinking Fund" shall mean the Interest and Sinking Fund created and
established in Section 11 of this Order,

"Interest Payment Date" shall mean a date on which interest on the Bonds is due and
payable. Interest on the Bonds is due and payable on , 201___, and semi-annually
on each and thereafter until the earlier of maturity or redemption.

"Paying  Agent/Registrar" shall mean
, and such other bank or trust company as may hereafter
be appointed in substitution therefor or in addition thereto to perform the duties of Paying
Agent/Registrar in accordance with this Order.
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"Project” shall mean the acquisition, construction and equipment of improvements to the
District's wastewater treatment facilities.

"Record Date" shall mean, with respect to each interest paymentwdate, the
day of the month immediately preceding each Interest Payment Date, whether or not such date
is a business day.

"System” shall mean the works, improvements, facilities, plants, equipment, and
appliances comprising the waterworks, sanitary sewer, and drainage system of the District now
owned or to be hereafter purchased, constructed, or otherwise acquired whether by deed,
contract, or otherwise, together with any additions or extensions thereto or improvements and
replacements thereof.

The titles and headings of the articles and sections of this Order have been inserted for
converiience of reference only and are not to be considered a part hereof and shall not in any
way modify or restrict any of the terms or provisions hereof. This Order and all the terms and
. provisions hereof shall be liberally construed to effectuate the purposes set forth herein and to
sustain the validity of the Bonds and the validity of the lien on and pledge of the taxes pledged
to the payment of the Bonds.

SECTICN 2. Authorization - Series Designation - Principal Amount-Purpose. Unlimited
tax bonds of the District shall be and are hereby authorized to be issued in the aggregate
principal amount of $5,765,000, to be designated and bear the title "TROPHY CLUB
MUNICIPAL UTILITY DISTRICT NO. 1 UNLIMITED TAX BONDS, SERIES 2014" (hereinafter
referred to+as the "Bonds") for (i) the following purposes, to wit: $1,225,000 for the purchase,
acquisition and construction of .a waterworks and sanitary sewer system and additions,
extensions and-improvements thereto for said District including necessary administrative
facilities, and for the further purpose of the purchase, acquisition and construction of works,
improvements, facilities, plants, equipment and appliances necessary for the drainage of lands
within said-District and $4,540,000 for purchasing, constructing, acquiring, owning, operating,
repairing, improving or extending a waterworks system, sanitary sewer system and drainage
and storm sewer system, including, but not limited to, all additions to such systems-and all
works, improvements, facilities, plants, equipment, appliances; interests in property, and
contract rights needed therefor and administrative facilities needed in connéction therewith, 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.

SECTION 3: Fully Reqistered Obligations-- Bond Date - Authorized Denominations-

Stated Maturities - Interest Rates. The Bonds shall be issued as fully registered obligations,
shall be dated , 2014 (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
in each of the years and in principal amounts (the "Stated Maturities")
and bear mterest at the rate(s) per annum in accordance with the following schedule:

-
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YEAR OF PRINCIPAL INTEREST
STATED MATURITY AMOUNT RATE(S)

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 and

in each year, commencing , 201___, 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") 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
1o 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 ail 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 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

40660028.2/11404702 5

TCMUDO006312

1164



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 (ii) 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 o 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.. -

- 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 Hoider appearing on the Security’

Register at the close of business on the last business day next preceding the date of mailing of
such notice. Y [

SECTION 5: Redemption.

(@ Optional Redemption. The Bonds maturing on and after , 20
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), , 20___, or on any date thereafter at
the redemption price of par plus accrued interest to the date of redemption.

At least forty-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. *

(b) Mandatory Redemption. The Bonds maturing on , 20 and
,20___ (the "Term Bonds") shall be subject to mandatory redemption prior
to maturlty at the pnce of par plus accrued interest to the mandatory redemption date on the
respective dates and in principal amounts as follows:

k)

4
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Term Bonds due Term Bonds due
Redemption Date Principal Amount Redemption Date  Principal Amount

Approximately forty-five (45) days prior to each mandatory redemption date for the Term
Bonds, the Paying Agent/Registrar shall select by lot the numbers of the Term Bonds within the
applicable Stated Maturity to be redeemed on the next following from
moneys set aside for that purpose in the Interest and Sinking Fund (as hereinafter defined).
Any Term Bonds not selected for prior redemption shall be paid on the date of their Stated
Maturity.

The principal amount of the Term Bonds for a Stated Maturity required to be redeemed
on a mandatory redemption date 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 the mandatory
redemption date, (1) shall have been acquired by the District at a price not exceeding the
principal amount of such Term Bonds plus accrued interest to the date of purchase thereof, and
delivered to the Paying Agent/Registrar for canceliation or (2) shall have been redeemed
pursuant to the optional redemption provisions set forth in paragraph (a) of this Section and not
theretofore credited against a mandatory redemption requirement.

(c) Selection of Bonds for Redemption. If less than all Outstanding Bonds of the
same Stated Maturity are to be redeemed on a redemption date, the Paying Agent/Registrar
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 lot.

(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, (jii) 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
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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 redemptlon was given, to
the effect that the Bonds have not been redeemed.

SECTION.B: 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 like maturity and amount and in 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.

Upon surrender of any Bond (except for the single Initial Bond hereinafter réferenced) 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 réquesting such transfer or

exchange of any tax or other governmental charges required to be paid with respect to such

fransfer or exchange.
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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 13 hereof and such
new replacement Bond shall be deemed to evidence the same obligation as the mutilated, lost,
destroyed, or stolen Bond.

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/fexchange of the Bonds, the District hereby approves and authorizes the use of "Book
Entry Only” securities clearance, settiement 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 Representations, by and between the District and DTC (the "Depository Agreement"),

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 or Vice 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.
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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 Comptrolier 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 instalilments to become due and payable as provided in Section 3 hereof and
numbered T-1, or (ii) 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 thé 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
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 information
and documentation as the Paying Agent/Registrar may reasonably require.

3

SECTION 107 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 permitted 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 Identification 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, W|th an appropriate
reference thereto on the face of the Bond.

The definitive Bonds and the Initial Bond(s) shall 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. :

"
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(b) Form of Definitive Bonds.

REGISTERED REGISTERED
NO. PRINCIPAL AMOUNT
$
UNITED STATES OF AMERICA
STATE OF TEXAS

TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
UNLIMITED TAX BOND, SERIES 2014

Bond Date; Interest Rate;  Stated Maturity: CUSIP NO: Delivery Date:
, 2014 % , 20, , 2014

Registered Owner:

Principal Amount: DOLLARS

The Trophy Club Municipal 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 indebted to and hereby promises to pay 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 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 and
in each year, commencing , 201 ___. Principal of this
Bond is payable at its Stated Maturity or redemption to the registered owner hereof, upon
presentation and surrender, at the Designated PaymentTransfer 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 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.

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
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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, premium, if any, and interest -

on this Bond shall be without exchange or collection charges to the owner or holder 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 $5,765,000 (herein referred to as the "Bonds”) for (i) the following purposes, to wit:
$1,225,000 for the purchase, acquisition and construction of a waterworks and sanitary sewer
system and additions, extensions and. improvemenis thereto for said District including
necessary administrative facilities, and for the further purpose of the purchase, acquisition and
construction of works, improvements, facilities, plants, equipment and appliances necessary for
the drainage of lands within said District and $4,540,000 for purchasing, constructing, acquiring,
owning, operating, repairing, improving or extending a waterworks system, sanitary sewer
system and drainage and storm sewer system, including, but not limited to, all additions to such
systems and all works, improvements, facilities, plants, equipment, appliances, interests.in
property, and contract rights needed therefor and administrative facilities needed in connection
therewith, and (i) 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, elections held for such purposes, and pursuant to an Order
adopted by the Board of Directors of the District (herein referred to as the "Order”).

The Bonds maturing on the dates identified below (the "Term Bonds") shall be subject to
mandatory redemption prior to maturity with funds on deposit in the Interest and Sinking Fund
established and maintained for the payment thereof in the Order, and shall be redeemed in part
prior to maturity at the price of par plus accrued interest thereon to the mandatory redemption
date on the respective dates and in the principal amounts as follows:

¥ £

Term Bonds due Term Bonds due

Redemption Date Principal Amount Redemption Date  Principal Amount

*

The particular Term Bonds to be redeemed on each redemption date shall be chosen by
lot by the Paying Agent/Registrar; provided, however, that the principal amount of Term Bonds
for:a Stated Maturity required to be redeemed on a mandatory redemption date may be
reduced, at the option of the District, by the principal amount of Term Bonds of like maturity
which, at least 50 days prior to the mandatory redemption date, (1) shall have been acquired by
the District at a price not exceeding the principal amount of such Term Bonds plus accrued
interest to the date of purchase thereof, and delivered to the Paying Agent/Registrar for
cancellation or (2) shall have been redeemed pursuant to the optional redemption provisions
appearing below and not theretofore credited against a mandatory redemption requirement.

- ¥
The Bonds maturing on and after , 20____ 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 selected by lot by the
Paying Agent/Registrar), on ___ ., 20___ or on any date thereafter at the redemption
price of par, together with accrued interest to the date of redemption. "
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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 Mail, 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
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 unredeemed balance of a Bond redeemed in part.

The Bonds are payable (until all the territory within the District is annexed, all properties
and assets of the District are taken over, and all debts, liabilities and obligations of the District,
inciuding this Bond, are assumed by one or more cities and the District is abolished pursuant to
the laws of the State of Texas) from the proceeds of an ad valorem tax levied, without limit as to
rate or amount, upon all taxable property in the District. The District covenants to levy a
continuing direct annual ad valorem tax, without legal limit as to rate or amount, on all taxable
property within the District, for each year while any part of the Bonds are considered
outstanding under the provisions of the Order, in sufficient amount, together with revenues and
receipts available from other sources which are available for such purposes, to pay interest on
the Bonds as it becomes due, to provide a sinking fund for the payment of the principal of the
Bonds when due or the redemption price at any earlier required redemption date with respect to
the Bonds, and to pay the expenses of assessing and collecting such tax, all as more
specifically provided in the Order. 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 owner or holder of this Bond by the acceptance hereof hereby assents,
for definitions of terms; the description of and the nature and extent of the tax levied for the
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payment of the Bonds; 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 upon which this Bond may be discharged at or prior
to its maturity, and deemed to be no longer Outstanding thereunder; and for other terms and
provisions contained therein. Capitalized terms used herein have the meanings assigned in the
Order.

No other entity, including the State of Texas, any political subdivision thereof other than
the District, or any other public or private body, is obligated, directly, indirectly, contingently, or
in any other manner, to pay the principal of or the interest on this Bond from any source
whatsoever. No part of the physical properties of the District, including the properties provided
by the proceeds of the Bonds of the series of which this Bond is a part, is encumbered by any
lien for the benefit of the Registered Owner of this Bond.

This Bond, subject to certain limitations contained in the Order, may be transferred on
the Securiy 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, (i) on the date of surrender of this Bond as the
owner entitled to payment of principal at the Stated Maturity, or it5 redemption, in whole or in
part, and (jii) 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 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 shali 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. ,

ft is hereby certified, recited, represented .and declared that the District is a body
corporate and political subdivision duly organized and legally existing undér 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 the levy of a tax as
aforestated. In case any provision in this Bond shall be invalid, illegal, or unenforceable, the
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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.

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

B

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 ,is
the Designated Payment/Transfer Office for this Bond.

as Paying Agent/Registrar

Registration date:
By

Authorized Signature

(e) , Form of Assighment.
ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby selis, 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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® 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 reqistered Initial Bond shall be modified as follows:

REGISTERED REGISTERED
NO. T-1 PRINCIPAL AMOUNT
$5,765,000
UNITED STATES OF AMERICA
STATE OF TEXAS

TROPHY CLUB MUNICIPAL UTILITY DISTRICT NO. 1
UNLIMITED TAX BOND, SERIES 2014

Bond Date:
, 2014

Registered Owner:
Principal Amount: FIVE MILLION SEVEN HUNDRED SIXTY-FIVE 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 to the
Registered Owner named above, or the registered assigns thereof, the Principal Amount
hereinabove stated on 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 been prepaid prior to maturity) and to pay
interest on the unpaid principal instaliments 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 and in each year,
commencing , 201___. Principal instaliments of this Bond are payable in the year of
maturity or on a redemption date to the registered owner hereof by
(the "Paying Agent/Registrar), upon
presentation and sumender, at its designated offices in (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 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; Levy of Taxes. To provide for the payment of Bonds, there is hereby
levied, and there shall be annually assessed and collected in due time, form, and manner, a tax
on all taxable property in the District, without limit as to rate or amount, sufficient to pay the
principal of and interest on the Bonds as the same becomes due and payable; and such tax
hereby levied on each one hundred dollats' valuation of taxable property in the District for the
payment of the Bonds-shall be at a rate from year.to year as will be ample and sufficient to
provide funds,each year to pay the principal of and interest on said Bonds while OQutstanding;
full allowance being made for delinquencies and costs of collection. The taxes levied,
assessed, and collected for and on account of the Bonds shall be accounted for separate and
apart from all other funds of the District and the taxes assessed and collected for the Bonds

shall be deposited in the "Special Series 2014 Unlimited Tax Bond Fund" (hereinafter called the -

“Interest and Sinking Fund") to be maintained at an official depository of the District's funds; and
such taxes hereby levied, and to be assessed and collected annually, for the Bonds are hereby
pledged to the payment of the Bonds. In determining the rate of tax to be levied, assessed and
coliected, the District may take into account the amount in the Interest and Sinking Fund from
the deposit of Bond proceeds on deposit in said fund for the payment of interest and whether
the District- freasonably expects to havé revenue or receipts available from other sources which
are legally available to pay debt service on the Bonds.

, The President, Vice President and Secretary of the Board of Directors, the District
Manager and the Director of Finance of the District, individually or jointly, are hereby authorized
and directed to cause to be transferred to the Paying Agent/Registrar for the Bonds, from funds
on deposit in the Interest and Sinking Fund, amounts sufficient to fully pay and discharge
promptly each installment of interest and principal of the Bonds as the same shall become
payable or matures; such transfers to be made in such manner as will cause collected funds to
be deposited with the Paying Agent/Registrar on or before each principal and interest payment
date for the Bonds.

7

SECTION 12: Consolidation and- Dissolution_of District” To the extent provided by law,
the pledge of taxes set forth in Section 11 hereof will terminate if one or more cities takes over
all properties and assets, assumes all debts, liabilities, and obligations, and performs all
functions ang services of the District, and the District is abolished pursuant to law.

The laws of the State of Texas permit the District to be consolidated with one or more
conservation and-reclamation "districts. In the event the District is-consolidated with another
district or districts, the District reserves the right to:

(a) Consolidét_e the System with a similar system of one or more districts with which
the District is consolidating and operate and maintain the systems as one consolidated system
(heréin for purposes of this section the "Consolidated System"). .

(b) Apply the net revenues from the operation of the. Consolidated System to the
payment of principal, interest, redemption price and bank charges on the revenue bonds or the
combination tax and revenue bonds (herein for purposes of this section the "Revenue Bonds")
of the District and of the district or districts with which the District is consolidating (herein
collectively the "Consolidating Districts”) without preference to any series of bonds (except
subordinate lien revenue bonds which shall continué to be subordinate to the first lien Revenue
Bonds of the Consolidating Districts).

(c) Pledge the net revenues of the Consolidated System to the payment of principal, |

interest, redemption price and bank charges on Revenue Bonds which may be.issued by the
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Consolidating Districts on a parity with the outstanding first lien Revenue Bonds of the
Consolidating Districts.

SECTION 13: 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 shall 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 14: 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
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 (i) Government
Securities shall have been irrevocably deposited in trust with the Paying Agent/Registrar, or an
autharized 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 amouni(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 thereof. 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,
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or an authorized escrow agent, pursuant to this Section which is not required for the payment of
the Bonds, or any principal amount(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 fo the District shall be subject to any
applicable unclaimed property laws of the State of Texas.

The term "Government Securities”, as used herein, shall mean (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, (i) 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 acqws;tnon 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 obhgatlons under applicable law that
may be used to defease obhgatlons such as the Bonds.

SECTION 15: 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 31 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 Qutstanding 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 therefor, 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 Hoiders for
consent to any such amendment, addition, or rescission.

The term "Outstanding" when used in this Order with respect to Bonds means, as of the
date of determination, all Bonds theretofore issued and delivered under this Order, except:

(1) those Bonds cancelled by the Paying Agent/Registrar or delivered to
the Paying Agent/Registrar for cancellation;

2) those Bonds deemed to be duly paid by the Dustnct in accordance
with the provisions of Section 14 hereof; and
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3) those mutilated, destroyed, lost, or stolen Bonds which have been
replaced with Bonds registered and delivered in lieu thereof as provided in
Section 13 hereof.

SECTION 16: Covenants to Maintain Tax-Exempt Status.

(@) 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.

"Computation 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
Reguiations.

"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 Regulations and (2) the Bonds has the meaning 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
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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.

(c) No Private Use or Private Payments. Except as permitted by section 141 of the
Code and the Regulatlons 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 ,

) 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

5 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 L oan. 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 govemment. For
purposes of the foregoing covenant, such Gross Proceeds are considered to be "loaned" to a
person or entity if: (1) propeny acqurred 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 fo be federally guaranteed within the meaning of
section 149(b) of the Code and the Regulations and rulings thereunder.-
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(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.

{h) Rebate of Arbitrage Profits. Except to the extent otherwise provided in section
148(f) of the Code and the Regulations and rulings thereunder:

)] The District shall account for all Gross Proceeds (inciuding 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 Outstanding 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 arder 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 (30%) of the Rebate Amount on
such date. In all cases, the rebate payments shall be made at the times, in the
instaliments, 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.
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() ° Not to Divert Arbitrage Profits. 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 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
resulted if the transaction had been at arm's length and had the Yield of the Bonds not been
relev’a“nt to either party.

b

) Electioris. The District hereby directs and authorizes thé President of the Board
of Directors, District Manager and Director of Finance, 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 Exemptlon or
similar or other appropnate certificate, form or document.

SECTION 17: 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 | ] (the "Purchaser”)
at a price of par plus a §] ] 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 | 1%. 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 requnred by Section 49.183, Texas Water Code. The Initial Bond(s) shall
be registered in the name of the Purchaser. :

SECTION 18: 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 District
Manager and the Director of Finance, 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 - , 2014, 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 Director of Finance (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 19: Control and Custody of Bongs. . The President of the Board of Directors of
the District shail 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.

B

Furthermore, the President and Secretary of the Board of Directors, the District Manager
and Director of Finance of the District, any one or more of said officials, are hereby authorized
and directed to furnish and execute such documents and certifications relating to the District
and the issuance of the Bonds, including certificatioris as to facts, estimates, circumstances and
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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
Comptrolier 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 Purchasers and the initial
exchange thereof for definitive Bonds.

SECTION 20: Proceeds of Sale. The proceeds of sale of the Bonds, less amounts to
pay costs of issuance and premium in the amount of $ 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 $4,936,795.46
($4,292,865.70 for construction plus $643,929.76 in contingencies) for the Project until receipt
by the Board of plans and specifications approved by all entities with jurisdiction and
construction documents.

SECTION 21: 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 entitied 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 Agent/Regisfrar, but such filing shall not be a condition precedent to the validity of
any action taken in reliance upon such waiver.

SECTION 22: Cancellation. 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 cancelled 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.

SECTION 23: Legal Opinion. The obligation of the Purchasers to accept delivery of the
Bonds is subject to being furnished a final opinion of Fulbright & Jaworski LLP, Aftorneys,
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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 the 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 24: 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 shali 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 inéorrectly printed or typed on the definitive Bonds. .

SECTION 25: 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 26: 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 controliing as to the
matters contained herein.

§ECTION 27: 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. -
. A
SECTION 28: Effect of Headings. The Section headings herein are for convenience
only and shall not affect the construction hereof. o ¢

SECTION 29: 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. v

SECTION 30: 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 31: Continuing Disclosure Undertaking.

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

"MSRB" means the Municipal Securities Rulemaking Board.

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

40660928.2/11404702 26

w

TCMUD006333

1185



"SEC" means the United States Securities and Exchange Commission.

(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 2014, financial information and
operating data with respect to the District of the general type included in the final Official
Statement authorized by Section 18 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 wiil
provide unaudited financial information and operating data of the general type included in the
Official Statement as Appendix ___ 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.

(c) Noftice of Certain Events. The District shall provide notice of any of the foliowing
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;

(i)  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;

(vii)  Modifications to rights of holders of the Bonds, if material;

(viil)  Bond calls, if material, and tender offers;

(ix) Defeasances;
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(% Release, substitution, or sale of property securing repayment of the
Bonds, if material, .

(xi)  Rating changes; 2

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

t «

(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 tlme
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. .

® 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”.

The provisions of this Section are for the sole benefit 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
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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 default 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 otherwise 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 Ruie, taking into account any amendments or interpretations of
the Ruie 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 authorizes 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. [f the District so amends the provisions of this Section, it shall
include with any amended financial 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 32: Additional Bonds and Refunded Bonds.

(a) The District expressly reserves the right to issue, in one or more installments, for
the purpose of purchasing, constructing, acquiring, owning, operating, maintaining, repairing,
improving, or extending the System, or for any other lawful purpose:

(1) the unissued unlimited tax bonds which remain authorized but
unissued; and
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(2 such other unlimited tax bonds as may hereafter be authorized at
subsequent elections. 4

b) The District further reserves the right to issue combination unlimited tax and
revenue bonds, if authorized by election, and such other bonds ‘or other obligations as may be
lawfully issued by the District including any obligations issued for special projects or defined
areas. - R

(©) The District further reserves the right to issue refunding bonds in any manner
permitted by law to refund the Bonds, any Additional Bonds or any other bonds issued by the
District, at or prior to their respective dates of maturity or redemption.

SECTION 33: Further Procedures. Any one or more of the President, Vice President
and Secretary of the Board of Directors, the District Manager.and Director of Finance of the
District are hereby expressly authorized, empowered and directed from time to time and at any
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 District
Manager, Director of Finance or Bond Counsel to the District are each hereby authorized and
directed to approve any changes or corrections to this Order or fo 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 Attorney
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 34: |Incorporation 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 35: 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 36: Authorization of Escrow Agreement; Payment of TCEQ Fee. The Board
hereby finds and determines that it is in the best interest of the District to authorize the
execution”of an Escrow Agreement to comply with the TCEQ's rules and regulations and other
applicable faw. A copy of the Escrow Agreement is attached hereto, in substantially final form,
as Exhibit C and is incorporated by reference to the provisions of this Order. The President,
Vice President and Secretary of the Board, Director Manager or Director of Finance (one or
more of said officials), or the designee thereof, are authorized to execute the Escrow Agreement
as the act and deed of the District.

H
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SECTION 37: 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 48.063 and 49.064, as amended.

SECTION 38: 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 P , 2014,

TROPHY CLUB MUNICIPAL UTILITY
DISTRICT NO. 1

President, Board of Directors

ATTEST:

Secretary, Board of Directors

(District Seal
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EXHIBIT A
PAYING AGENT/REGISTRAR AGREEMENT
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EXHIBIT B
DESCRIPTION OF ANNUAL FINANCIAL INBFORMATION AND OPERATING DATA

Information and Data

The following information and data with respect to the District referred to in Section 31 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 ____for the most recently concluded fiscal year.

2. The information in Tables 1 through ___in 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 notes to the financial statements referred to in
paragraph 1 above.
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AN ORDER authorizing the issuance of "Trophy Club Municipal Utility District
No. 1 Revenue Bonds, Series 2014"; 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 District 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 orders or resolutions authorizing the issuance
of the Existing Obligations, (ii) the District Manager of the District and the President of the Board
of Directors will execute a certificate to the effect that the interest and sinking funds for the
Existing Obligations contain 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] [the
twelve month period ending _] 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,;

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

SECTION 1: Definitions and Interpretations.

(a) 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.
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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 accried interest on the Parity Revenue Obligations be
excluded in making the aforementioned computation. ‘ .

"Closing Date" means the date of the initial delivery of and payment for
the Bonds.

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

"Construction Fund" means the cdnstruction 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 Iits 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
Texas, and (i) with respect to any successor Paying Agent/Registrar, the offi ce
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.
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"Existing Obligations” means the outstanding Trophy Club Municipal
Utility District No. 1 Revenue Note, Series 2012 and Trophy Club Municipal Utility
District No. 1 Revenue Note, Series 2013.

"Fiscal Year" means the twelve-month accounting period used by the
District currently ending on 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, (i) 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, (i) noncaliable 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 and of each year commencing

“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 o 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 entited "Trophy Club
Municipal Utility District No. 1 Revenue Bonds, Series 2014" authorized to be
issued by this Order.

"Order” means this Order.

"Outsténding" - 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:
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(1) . those Bonds or: Parity Revenue Obligations
* cancelled by the Paying Agent/Registrar or delivered to the Paying
Agent/Registrar for cancellation;

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 Obllgatlons, 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
, 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 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.

(c) 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—PurQose Revenue’

bonds of the District shall be and are hereby authorized to bé issued in the aggregate principal
amount of $9,230,000, to be designated and bear the title "TROPHY CLUB MUNICIPAL
UTILITY DISTRICT NO. 1 REVENUE BONDS, SERIES 2014" (hereinafter referred to as the
"Bonds") for (i) acquiring, constructing and equipping improvements to the District's wastewater
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