ESHIBIT B
CONSENT CONDITIONS

(a) The purposes for which the district may issue bonds are limited to the purposes of
the purchase, construction, acquisition, .repair, extension and improvement of land,
easements, works, improvements, facilitiés, plants, equipment and appliances necessary
to:

(1) provide a water supply for municipal uses, domestic uses and commercial
purposes;

(2) collect, transport, process, dispose of and coutrol al domestic, industrial or
communal wastes whether in fluid, solid or composite state; ‘

(3) gather, conduct, divert and control local storm water or other local harmfut
excesses of water in the district;

(4) exercise road powers and authority pursuant to applicable law and Chapter
54 of the Texas Water Code, as amended;

(5) finsnce, develop and mainfain recreational facilities for the people of the
district if and as allowed by applicable law;

(6) provide such other facilities, systems, plants and enterprises 4s shall be
consonant with the purposes for which the distriet is created and permitted
under stats law; and

(7) the, payment of organizetion expenses, operation expenses during
construction and interest during construction.

(b) The district may, in addition, issue refunding bonds subject to the provisions of
City of Conroe Ordinance No, 1381-97 dated March 3, 1997,

(c) All bonds of the distzict shall be subject to the following requirements:

(1) the terms of the bonds must expressly provide that the district Teserves the
right to redeem the bonds without premium on sny interest payment date
subsequent to the fifieenth (15™) anniversary of the date of issuance;

(2) public bids shall be taken on the sale of all bonds;

(3) no bonds, other thap refunding bonds, may be sold for Jess than 95% of par,

(4) the net effective interest rate on bonds so sold, taking into sccount any
discount or premium as well as the interest rate borne by such bonds, may
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not exceed two percent (2%) above the highest aversge interest rate
reported by the Daily Bond Buyer in its weskly “20 Bond Index during the
one-month period next preceding the date notice of the sale of such bonds is
given and bids for the bonds will be received not more than forty-five (45)
days after notice of sale of the bonds is given; end

{5) the resolution oy order authorizing the issuance of the district’s bonds must
contain a provision that any pledge of the revenues from the operation of
the distriet's utility facilities to the payment of debt service will terminate
when and if the city takes over the assets and assumes all of the oblgations
of the district.

{d) No land may be added or annexed to the district until the City of Conroe hes
given its written consent by resolution of the City Council to such addition or annexation.

(e) Plans and specifications for the construction of any facilities financed in whole or
in part with bond proceeds or any water, sanitary sewer, drainage or related facifities that
are intended to become the property of district must be submitted to the director of
community development of the City of Conzos and approved prior to the commencement
of construction. ANl water wells, water meters, all valves, pipes and appurtenances
installed or used within the district shall conform to the specifications of the City of
Cooroe, All water service lines and Sewer service lines, lift stations, sewage treaiment
facilities, and appurtenances thereto, installed or used within the district shall comply
with the City of Conroe’s standard plans and specifications. Prior-to the construction of
such fasiliies the district, or its engineer, shall give written notice by registered or
certified mail to the City’s director of comnyunity development, stating the date that such
construction will be commenced. The construction of the district’s water, sanitary sewer
and drainage facilities shall be in accordance with the approved plans and specifications
and with applicable standards and specifications of the City of Conroe, and during the
progress of the construction and installation of such facilities, the City of Comyoe, or an
employee thereof, shall be permitted to make periodic on~the-ground ingpections.

() The district may not allow the owner of a fract of Jand to connect to the district’s
water or wastewater system noless such tract is a legally subdivided 1ot which is a pat of
a recorded subdivision plat or is otherwise exempt from the subdivision requirements of
both the City of Conroe end Montgomery County.
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AN ORDER GRANTING THE PETITION FOR CREATION OF

MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
AND APPOINTING TEMPORARY DIRECTORS

A petition by David B. Hendricks and Houston Intercontinental Trade Center, LP. (hereafier
“Petitioners”} was presented to the Bxecutive Director of the Texas Commission on Envirormental
Quality (hereafter “Comrission™) for consideration of approval of the creation of Montgomery
CountyMunicipal Utility District No. 126 (hereafter “District”) pursuant to Article XVI, Section 59
of the TEXA5 CONSTITUTION and TEX. WATER CODE Chapters 49 and 54,

'The Commission, after having considered the petition, application material, and
.memorandum from the Executive Director dated November 4, 2008 (hereafter “Memorandum’),
attached as Exhibit “B,” finds that the petition for creation should be approved.

The Commission finds that the creation of the proposed District as set out in the application
is feasible, practicable, and necessary, and would be a benefit to the land to be included in the

proposed District.

The Commission further finds that the proposed District and its system 2nd subsequent’

development within the proposed District will not have an nnreasonable effect on land clevation,
subsidence, groundwater level within the region, recharge capability of a groundwater sourcé, natural
runoff rates and drainage, water quality, or total tax assessments on all Jand Jocated within the

proposed District.
‘All of the land and property proposed may properly be included within the proposed District.

All statutory and regulatory.requirements for creation of Montgomery County Municipal
Utility District No. 126 have been fulfilled in accordance with TEX. WATER CODE § 54.021 and 30

TeX. ADMIN. CODE §§ 293,11~293.12.

NOW, THEREFORE, BE IT ORDERED BY THE TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY THAT:

1. The petition for the creation of Mantgomery County Municipal Utility District No.
126 is hereby granted.
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2. The District is created under the terms and conditions of Article XVI, Section 59 of
the TEXAS CONSTITUTION and TEX. WATER CobE Chapter 54,

3. The District shiall have, and shall be subject to, all of the rights, duties, powers,
privileges, authority, and functions conferred and imposed by the Commission and the general laws
of the State of Texas relating to municipal utility districts, including road powers under TEX. WATER

ORE§$4.234, subject to the requirements of the Commission and general laws of the State of Texas

relating to the exercige of such powers.

4. The District shall be composed of the area situated wholly within Montgomery
County, Texas, described by metes and bounds in Bxhibit ‘A’ attached hereto and incorporated

herein for all purposes.

5. The Memorandum dated November 4, 2008, aftached as Exhibit ‘B, is hereby
incorporated as part of this Order.

6. The persons listed in Recommendation No. 4 of the Memorandum are hereby named
and appointed as tereporary directors and shall, as soon as practicable after the date of entry of this
Order, execute their official bonds and take their official oaths of office. All such bonds shall be
approved by the Board of Directors of the District, aud each bond and oath shall be filed with the
District and retained in its records.

7. This Order shall in no event be construed as an approval of any proposed agreements
or of amy particular items in any documents provided in support of the petition for creation, norasa
commitment or requirement of the Commission in the future to approve or disapprove any particular
items or agreements in fiture applications submitted by the District for Cornmission consideration.

8. The Order shall not constitute approval or recognition of the validity of any provision
in City of Conroe creation consent Ordinance No. 1848-08, effective May 22, 2008, nor any other
ordinance/resolution incorporated therein by reference to the extent that such provision exceeds the
authority granted to the City of Conroe by the laws of the State of Texas.

5. The Chief Clerk of the Commission, shall forward a copy of this Order to all affected
DPETsons.

10.  Ianyprovision, sentence, clause, or phrase of this Order is for any reason held to be
invelid, the invalidity of any portion shall not affect the validity of the remaining portions of the

M2 Uy

IssueDate:  NOV 2 0 2008
For the Commission
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METES AND BOUNDS DESCRIFTION
291.43 ACRES IN THE
JAMES EDWARDS SURVEY, ABSTRAGT NO. 190 AND THE
ELIJAH COLLARD SURVEY, ABSTRALT NO. 7
MONTGOMERY COLINTY, TEXAS

A 81A9-ACRE TRACT OF LAND SITUATED IN THE JAMES EDVWARDS SLRVEY,
‘ABSTRACT NO. 780, AND THE ELJAH COUARD SURVEY, ARSTRACT NO, 7,
MONTGOMERY COLINTY, TEXAS, BEING A PORTION OF THAT CALLED 71751768
ACRE TRACT CONVRYED TO HOUSTOM INTERNATIONAL TRADE CENTER LP, BY
WARRANTY” DEED) RECORDED UNDER MONTGOMERY COUNTY CLERK'S FILE ND,
2007112579, AL OF THAT CALLED 2343-ACRE' TRACT CONVEYED TO DAVID
HENDRICKS BY GENERAL WARRANTY DEED WITH VENDOR'S UEN RECOHDED
UNDER MONTGOMERY COUNTY CLERK'S FILE NO, 2006101070, ALL OF THAT
CAUED 37.564-ACRE TRACT CONVEYED TO OAVID HENDRICKS BY SPECIAL
WARRANTY DEED WITH VENDOR'S UEN RECORDED UNDER MONTGOMERY
COUNTY QLERK’'S ALE NO, 2006052871, ALL OF THAT CALIED 33.861-ACRE TRACT
CONVEYED TO HOLISTON INTERCOMTINENTAL TRADE CENTER, L.P. BY GENERAL
WARRANTY DEED WITH VENDOR'S LIEN RECORDED UNDER MONTGOMERY
COUNTY CLERK'S FILE NO.-2007009290, AND ALL OF THAT CALLED 23, 419-ACRE
TRALT CONVEYED TD HOUSTON INTERNATIONAL TRADE CENTER LP. BY
WARKANTY DEEQ WITH VENDOR'S LEN RECORDED UNDER MONTGOMERY
YCOUNTY CLERK'S FILE NO. 2007112578 ALL OF THE OFHCIAL PUBLIC RECORDS OF
.REAL PROPERTY, SAID 293.48-ACRE TRACT BEING MORE PARTICLILARLY DESCRIBED
BY METES AND BOUNDS AS FOLLOWS WITH ALL BEARINGS BASED DN THE TEXAS
CODRDINATE SYSTEM OF 1943, CENTRAL ZDNE, AS DETERMINED BY GPS

MEASUREMENTS;

BEGINNING at 2 Bg-inch iron rod found on the portls Bina of Longmine Way {60-fcot

tight-al-wiy) racorded tnder Mastgomery Coucty Clark's Fila No. 5538930 of the Official.
Public Recards of Res] Praperty, being the southmesl comer of Reserve *C of the Replakof
on ke Conroe Secifans 1 and 2, plat of which Is racorded i Cabifret /, Sheels

167 thry 163 of the Montgomary Courty Map Records:

THENCE North 1245'59* East, along the east fine of sald Replat of Longmire on Lake
Canron Sectione 3 wnd 2, at 912.54 et pastng tha northesst comner of sald Replat of
Lergmire on Lake Confos Sections T and 2 and the sautheast comer of ra on Laka
Comroe Saction 3, plst of which Is racorded fo Cablhet | Sheats 58 £5 of tha

Recnrds, and confipulng in all 1255.98 [esl 1o a 5/8-inch kron

Mantgomery Cou
rod found for e m comerof sald hrqmlm on Laka Conroe Saction 37

THENCE Nocth 777121 8° Wast, 1616.63 fest, along tha north line af si Longmim on
1gks Conroe Section 3, 1o & &/8-nch lron rod with cap stamped "EHR.BA, 713-784-
4500 sat for an Interjor carner of satd Longmice on Laka Conros Sastian 37

THENCE North 1175628" Exst, 565,74 feed, along an Inlerior Jine of sald Longmire on Leke
THENCE sfong the 201-faat contour e, the following ity (S0} couraes and disances

South #47°23'59" East, 33,75 feet ta 2 polnt;

Nesth 60722'00° Eazt, 14,05 feed ta 3 polnk;

South B8%53'57" East, 14,40 feat to a palnt;

Sauth 4441'08" Exst, 1472 fest 0 a polnl;

Sauth 25°42°16* East, 21.53 feetto a point;

South 21*31"26" Exst, 48.80 Jeet o a poing

Soulh 24" 5'S5* East, J6.85 fext 1o @ poln; .

19349 Acns
Javas Rivssts Supvay, A-180
Blfah Colard Swrvays A-7
Ppele’s
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an
o2
13
4
a3
f18)
(7
(18
09

{21}

23}
24
5]
{26}

(o
(81
32
{331
84
@5l

k)
(8
(38)
o)
@y
(42

South 23°02'23" East, 43,26 feet tn & polng
South 37%41'37% Easi, 4156 feel to 3 polil}
South 39*04'34* Eas\, 23.02 fest 1o 2 polnk;
South 43705'47* Eadt, 23,55 fest Io 2 poing
South 8957'44" East, 2250 Jest n 3 polnt;
North 52°41°04" East; 21.03 feet ta a polnty
Noth 32°08'28” Exst, 44.33 fect ta # poing
Naith 10°10"5" West, 36.41 kst tn z palnt;
North 09°26'25" Wes!, 45.54 feat fo « poirt;
Marth 15%23127* East, 43.59 feet fo ¥ polnt
North 11°34'01* Exst, 43.40 feet ko & poi;
Mosth 13*00'46" Easl, 21.26 feat tox poink
Nacth 10°4335" Eax}, 30.78 feattoa polnt
Narth 32°13'05" East, 12.24 Feet o a polng
Narth 58°33'18" East; 11.79 feattoa polng
South 80°41'18" East, 26,94 featts 8 polt
South 63713/35% East, 31,75 fiest 1 3 pinly
South 55"59'28" East, 57.54 feet 10 2 pointy
South 53°37°32" East, 54.26 Feel lo s paitt;
South 5°Z410Y" East, 33,57 feet to a pointy
South 57°44'53" East, 37,89 fect Io a polny;
South 58*14'18" Enxt; 3557 feetto a point;
South 59°55'00" East, 46.09 leet o a polat;
South 50739'40" East, 31.93 fyetio s palniy
South 81°19'12" East, 21.88 fest 1o 2 poin;
North 34°51'06* East, 20,55 fieat (a2 & poird;
North 1593943* Eact, 23,19 fieet lo 2 poingy
North 27%35'55* Wast, 25.09 feal lo & polnty
North 45°59°51" Wesl, 31.29 Feek b u patnij
North 38%24'53° West, 41.42 feetio a palnt
North 48*11'04" Weit, 42.03 fzet i » polny
North 52°44'02" West, 37.78 faet to a polnit;

29049 Aoras
farmas Edwards Survey, A-T90
Hlilh

Collard Survey, A7

Pagpt 2ol¥

i
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43
{44
{45)
{46}
(471
(48}
{49)

E18]
{52)
{53)

Narth 47737'18* Wesl, 36.54 feet tn 2 pola

North 51°00"12* Wel, 68.45 feel to a poink;

North 54%27'30" West, 53.57 fest Io a palimy
Novth 50°14'59 West, 43.08 leet lo & point;
North 50°5D'S5" West, £3.18 Jeet to 2 point
Notth 45%44'33" Wesl, 53.52 fest to & poinl;
North 17°44'30" West, 55.81 leat tu = poirg;
Nortk 04°D0'03* West, 43.57 fext to a polnt;
North 16*15°40" Wasi, 51,84 foet tn a poin}
Noith 15427723 Wast, £5.20 feet to a palnl;

North 09°53'Z2* East, 3880 fest to a point on the south tne of Pebble Glen on tha
Lake, plat of which Is recordad In Cablnet N, Shests 125 thny 128;

{54)  THENCE South 81~25'22" East, at 10.00 fect passing u 5/8-Inch icont rod with cap stamped
*EH.REA, 713-784-4500" szl for reference, and contlnuing [ all 845.81 feet (o & 5/8-
Inch iron rod foend for the snutheast corner of xaid Pebble Glen on the Lake;

{55) THENCE Noxth T1743'44" East, alorg the east Une of sujd Pebble Glan on the Loke, at
001,57 jeet passing a 5/8-inch fron 1od found for the nostheiust comnsr of satd Pebble Glen
on Lhe Uake, 2id continuing i all 1072.69 [ee! ko a polnt on the 201-fact contaur fine;

THENCE aang the 201-fct contour Hina, ‘the following twenly-cn= (21} courses xnd

distances”
(56  SouthA7%14371" ast, 443 feelt a polnt
(57 Norh 85"18'35" Est, 103,76 festto a poinly
(7)) South 87°41%71" Enat, 41,82 featto a polol;
{59) South 89°57'21" Exst, 5234 feetlo A paing;
{50)  SoulhB3°58'25% Emt; 51,15 feetin g polnt
{6%) South B7*20'06* East, 50.00 fast to & polak
{52} Nosth B5*40'28" East, 43.08 feetto a poing;
(63} North 89°02'07* East, 48.48 featto 2 poing
(EH  Souh 8559'17" Easl, 1557 feetio & polnt
65 Norh6732'98% Ent, 22,65 featin a poing
{68) North 02°79'35" East, 28.08 feel o 2 painty
{s7) North D0™13'32" Easl, 29.04 feet to a polnt
{58)  North 67°39%0" Wesi, J0.47 fael to a polng;
(63)  North74°43'23" West, 55.56 feet io & palnt;
(70} North 75°25'23* West, 45.28 feel to 2 polnt;

1)

South 8643737 West, 7443 feet Io a gmolnl;

TR A

Edvrarls Survay, A150

Jama
Etoh Collerd Sutvey, A7
Fapal oS
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2}
(73)
{74)
{75)
78
i77)
78

79
{60}

(81)

{82}

{03;

{84)

(85§

North 63*28'00 West, 40,10 feet to & poinl;
Nosth BIE33" Wesl, 45,82 feetto » palnt;
Morth B6°08°0¢* West, 59,74 fext to = point;

Nortl 73737'S7* Wes!, 49.92 faat1o a polnt;

Spulh £3*35'23" Wesl, 53,48 Jest to & point on the st fine of Calfee Road (504oot
tight-of-way) racnedad In Volume 632, Pagn 291 and Volume 640, Page 139, both of
the Mantgomery Counly Dasd Rucordi;

THENCE North 111122 East, 229.43 [zet ajong the east line of satd Calfee Road ta 1 1/2-
inch lran cod faumd, belng the southwest corper of the sforementloned 23,41 Saca tract;

THENCE Ju 4 nontherly direction along the cormon line of said Calfee Road and sald
23,419-acra lract, the foliowlng three {3} coures and distances:

MNarth 2141057 Eazt, 89,92 fuet ko a PK Mall found;
Muosth 51727'01* East, 105,82 feat to » §/8-Inch fron rad found;

North 1244705° Easi, 328,16 leet ta a point on the sotthwsit camér of & Line Road
{60-Font-Hight-of-way] moordedd in Volumte 525, Page 102 and Volume 1049, Page 571,
bath of the Monigomery Courly Dred Recards fmm which & 1/2-Inch fren rod with cap
stampedt “Jeff Moon RPLS 45387 fiund for ha most weserly nordhwest comer of sald
23,930-2c7m tract necorded under Monfgomeary Coundy Clerk’s Flle No, 2005084450 of tha
Oflictal Publlc Recocds of Real Propesty bears North 12°47°09” Exst, 123.02 (eek;

THENCE South 76°33'07" Exgt, at 98,85 fmst passing a PX Nail found for the camer of sald
23,335-acrm tract, 3nd continulng In all 108279 feel, along the south Hine of s2id Leagie
Une Road sams as aald 23.4192cre ract, ko & 5/8-Inch Jron rod found;

THENCE Soutly 77*1532” Fast, 98027 feet, conltnuing along the north [lne of said 23.419.
Ao brect same 25 suuth (s of League Lins Road, to a 5/84nch ken rod found, baing the
nartheast comer of sald 23419-acr8 iact and an tha west line of the remaindar of 2 called
90,033-acva gt (Trect 3) recordad under Montgamery County Clerk’s Fils Mo, 8508572
of the Offictal Pubilie Recordy of Reul Propestyy

THENCE South 12405'43" Wet, jlong the common line of safd remainder fact and sald
21.419-acee tract; &t 484.50 [t pasalng & 5/8-inch ion rod Iound, and continuing In ali
Ag5.16 fett to 2 5/8-nch Iron rod with cap stampedd *EHR.BA, 713-7B4-4500" net un the
xouth line of sald remalnder tract, &iso bafng on e north line of & called (21,8382
tract raconfad {n Valume 458, Pige 131 of the Monigomery Caunly Deed Records and e
noth Bne of aloremeniloped 23.43-acre trac; )

THENCE South 77°0220° East, 214945 lexl aloog tha commeon line of sald remalnder
tract, suld 12783830 bract and seld 23.43-acra tract, b sn Yon strap bind on the eest
lie of Longmire Road, being the northesst rorner of std 121.838-acre tact and said
23,43-acre tract and the porthwest comar of 3 calfsd §9,75-xcre tract recorded under
Montgomery County Clerk's Flls No, 3891584 of the Oficial Public Records of Rea)

’

THENCE South 12772'48" Wesl, along the comunan ling of sald 121,838-cre vact, sl
23.43-scrm ad, sald Longmie Hoad, end Longmis Way, sald 9975-ace tracf,
alorementisped 33.861-acre vact, and sforementlonzd 37.564 acre tacs, at 428,83 feel
passing 3 1/2-inch fron faund for the common east tomer @id 23.43-a0m tract, and said
33.861-acre tradk, at 1074.23 feer paniing a 1/2-Inch fron rod found for the comman east
cocner of sald 33,561-acre Fact and satd 37.584-acre tract, and contnulng In all 179125
feat o 2 PK Naif found for the southeast corner of sxid 37.58%-aern tract and the notheast
comer of a called 26.5516-8ere ract recorded under Menigomery County Clerids File No.

‘2004020900 of the Ofidfal Feblic Records of Real Propety;

214D Acras
James Ecdwardy Survey, A-130
Caliard o

Pedsts !
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{e7)

(s8]

{89)

o)

(a2}

&3}

@4)

“THENCE North 77°53'49" West, 2280.38 [eest, along the commun line of sald 37,564-acre
lract and sald 26,551 §-acre bract, to a 1/2-4nch iron rad found far the common wast comer
of sald 37564qcrm tact and gald 265%)5acre bact, bajng on the 2ast fine of

afaremantioned 321.470-ac1e bacty

THENCE South 11°58'56* Weat, 50748 feat along the pamimon, fine of safd 26.5516-acre
trcl and sald 321,470-ac12 racl, to a 3/a-inch Yron plpe faund for the southwast comer of

sajd 26.5516.acce fract.and b n
Canfoa, plat of which Is recorded In Cabifnat H, Shests 82H, 834, 538, and 94A of the
Mantgomary County Map Records;

THENCE South 11*12'47* Wesl, 141670 feel, along the common fina of said 321470
aere bact and ald The Estates of Langrmlre on Lake Conroe, 1o 2 fence comer on tae noth
fine of the aforamentinned Langmiva Way, baing an the arc of 3 non-tangeat cirve to te

dght;
THEMCE In a westerly dimectian, alang the north live of said Longmire Way, the following
shx (6) courses and distances:

Along the arc of sald cunve ko the right having a cadius of 1990.56 feft & central angle of
D5°37'51" an arc length of 195.63 fet, and a chord besring North 74"33's8" West,
195.55 fest Ioa 5/8-Inch ron mod found xt & polnt of revesse curvaturg

Along the arc of kald curve to the L=k having 2 radius of 824,29 fait, 2 cenical dngls of
14921906% an arc langth of 20647 &ai, and a chard besrlng Nodh 78°55'35" Wasg
205.93 feet o 1 5/6-inch lon eod found ata point of revarse curvatucs;

Along the arc ol safd curve (o the right having & radius of 1499,51 feel, 2 cental angle of
th of 185.80 feet, and & chord bearing North 82°21'44* West,

D772BU4EY, am arc le::i
195,66 = (0 a 5/8-Inch iran rod found;

North 7873721 Wesi, 386,86 feat to a 12-Inch fren rod found xt the beginning of a curve
1o the ol

Along the arc of id v o the Jef fasing 2 radius of 271489 fas, a central sngle of
MME15%, 3n e | of 202.14 feet, and & chord bearing North BOM45'2H* West,
202.0 fast 10 3 1/2-inch kon rod found sty pofrt of reverse cuvature;

Along the xc of 52td curve o the Hght having « rdlus of 1997.52 (ext, & central anghs of
05°38'44", an arc langth of 19685 feet, and u chord bearing Neyth 80°04°13" West,
186,77 fext 1o the POINT OF BECINNING, conlalning a gross acreags of 29349 acras of

EDMINSTER, H

fiokr A, Debskl, RP.LS,
Taxas Reglstration No, 5802
10555 Wesioffice Drive
Houslon, Texas 77042
713-784-4500

Dale (27,2000

od Nex” o71-010-02
FilaNoe Re\2007\071-012.00 \docs\ achnicat\deten293.43ucdoc

19349 herus .

atne Edwards Supvey, A130
EfYfah Cellod Survey, &7
Pagasols

orthwest. comer of. The Estates, of Longmite an Luke,
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Texas Commission on Environmental Quality

TECHNICAL MEMORANDUM

To: Todd Chenoweth, Director Date: November 4, 2008
Water Supply Division

ke
Thru: R Doug Holcomb, P.E. Manager, Utilities and Districts Section
m&él\ex A. (Skip) Perxis, P.E.. Leader, Districts Review Team

from: Districts Review Team

Subject:  Petition by David B. Hendricks, individual, and Houston Intercontinental Trade
Center, L.P., fot Creation of Montgomery County Municipal Utility District No. 126;
Pursuant to Texas Water Code Chapters 4% and 54.
-TCEQ Internal Control No, 07082008-D02 (TC)
CN: 603385923 RN: 105577530

A. GENERAIL INFORMATION

The Commission received a petition' within the application requesting. approval for the creation of
Montgomery County Municipal Utility District No. 126 {District). The petition was signed by David B.
Hendricks, individual, and by Michael P. Barsi, president of Revista, Inc, general partner. of Houston
Intercontinental Trade Center, L.P. (Petitioners)., Accordingto the petition, the Petitioners are the owners of a
majority fn value of the land in the proposed District, and that there are two lien holders; Sterling Bank, and
Benchmark Bank, on the property to bé included in the proposed District. By joinder to the petition, the lien
holders consent to the creation of the proposed District,

The District is proposed to be created and organized according to the terms and provisions of Article X VI,
Section'59 of the Texas Constitution, and Chapiers 49 and 54 of the Texas Water Code.

cati Acces:

The proposed District is located in central Montgomery County, three miles west of Interstate Highway 45 on
the east side of Lake Conroe, and approximately six miles northwest of the downtown portion of the City of
Conroe (City). Access to the proposed District is provided from IH-45 to League Line Road. The petition
states that all of the proposed District is Iocated within the extraterritorial jurisdiction (ETT) of the City, and is
in the process of being annexed into the corporate limits of the City.

Metes and Bounds Description

The proposed District contains one tract of 1and totaling 293.49 acres. The metes and bounds description of
the proposed District has been checked by the Commission’s staff and has been found to form an acceptable

closure.

Exhibit ‘B
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City Consent

By Ordinance No. 1848-08, effective May 22, 2008, the City of Conroe gave its consent to the petition for-
creation of the proposed District. Accordingly, the requirements of Texas Water Code Section 54.016 and
Texas Local Government Code Section 42.042 have been satisfied. The City consent recognizes the proposed
District providing water, wastewater, drainage, recreationa), and road facilities.

tatements of Filing Pstition

Evidence of filing the petition with the Montgomery County clerk’s office and the Commission’s Houstosi’

regional office has been provided.

Type of Project *

The proposed District will be considered a “developer project” as defined by 30 TAC Section 293.44(=).
Therefore, developer cost participation in accordance with 30 TAC Section 293.47 will be required.

Developer i 6aﬁons
Application material indicates that the Petitioners have completed commercial, mixed nse, and single-family

residential communities in the greater Houston arca for over 30 years. The material also indicates that the
Petifioners are currently involved in several projects at various stages of development.

Appraisal Digtrict Certificate

By certificate dated March 6, 2008, the Montgomery Central Appraisal District has certified that the tax rolls
indicate that David Hendricks and Houston Intercontinental Trade Center L.P. are the owners of the property
in the propased District. Documents provided support that the Petitioners own a majority in valne of the land

in the proposed District.

Temporary Director Affidavits

The Commission has reccived affidavits for Commission consideration of the appointment of temporary
directors for the following:

Irving A. Wolf Gary Calfee Robert L. Tompkins
Adam H. Soffar Donald E. Robinowitz

Each of the above persons named is qualified, as required by 30 TAC Section 293.32(a), to serve as a
temporary director-of the proposed District as each (1) is at least 18 years old,; (2) is 2 resident of the state of
Texas; and (3) either owns land subject to taxation within the proposed District, or is & qualified voter within

the proposed District.
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Notice Requirements

Propernotice of the application was published on August 25 and September 1, 2008, in the Conroe Conrier, a
newspaper regularly published or circulated in Montgomery County, the county in which the district is
proposed tobe located. Propernotice of the application was posted on August 25, 2008, on the bulletin hoard
used for posting legal notices in Montgomery County. Accordingly, the notice requirements of 30 TAC
Section 293.12(b) have been satisfied.

B. ENGINEERING ANALYSIS

The creation engineering report indicates the following:

vajlability of Corgparable Service

The proposed District will be anmexed by the City. Pursuant to the terms of the Utility Services and
Development Agreement (Agreement), the City will provide water supply and wastewater treatment services,
and trunk lines-to the propased District, at no cost to the proposed District. The proposed District will
construct, own, and operate ifs own internal water, wastewater, end drainage systems.

‘Water Sgggly'

Pursuant to the Agreement, the City will provide the proposed District with its water supply at no cost to the
proposed Disfrict.

Water Distribution

The water distribution system for full development will consist of 54,210 lincar feet (If) of 4 to 12-inch
diameter lines that will connect to an existing City line. Isolation valves and flushing valves will be provided

at required intervals,

Wi fil t

The wastewater generated by the development of the proposed District will be conveyed to a wastewater
treatment facilify constructed, maintained, and operated by the City at no cost to the proposed District,
pursuant to the Agreement.

Wastewater Collection

The internal wastewater collection system for full development of the proposed District will consist of 43,380
(1f) of 8 to 12-inch diameter pravity lines, five lift stations, and approximately 9,200 If of 4 to 10-inch
diameter force main that discharge into an existing 24-inch City wastewater line,
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Storm Water Drainage

The storm water runoff within the proposed District will be directed through curb inlets to 31,570 1f of 24 to
66-inch diameter reinforced concrete storm sewers, For the 78-acte eastern portion of the proposed District,
collected storm water will drain into detention facilities and ultimately through an existing development. The
remaining acreage will drain into Lake Conroe through a series of drainage channels end reinforced concrete

pipe.
ograph’

The proposed District has elevations ranging from 202 to 330 feet above mean sea level. The tractis heavily
wooded with rolling terrain, and generally drains westerly toward Lake Conroe.

Floodplain

Federal Emergency Management A gency Flood Insuranice Rate Map Panel No, 48339C0359F dated December
19, 1996, indicates that no acreage of the proposed District is inside the 100 year flood plain.

i
Impact on Natural Resources

The ¢reation of the proposed -District is expected to have no unreasonsble effect on land elevation,
groundwater Jevels, recharge capability, subsidence, natural runoff rates and drainage, or water quality.,

C. SUMMARY OF COSTS

~WATER, WASTEWATER, AND DRAINAGE

"Construction Costs District’s Share™
A. Developer Contribution Items
1. Water distribution system $ 1,745,680
2, Wastewater collection, 3,390,930
3. Lift stations (4) - intemnal 650,000
4. Drainage collection facilities 3,319,830
5. Drainage aod detention 1,064,040
6. Pollution Prevention Plan 660,000
7. Clearing & grubbing 574,700
8. Contingencies (10% of Item nos. 1-7) 1,140,518
9. Bngineering (16% of Item nos, 1-8) 2,007,312
Total Developér Contribution Items $ 14,553,010
B. District Items
1. Lift station - main $ 375,000
2. Contingencies (10% of Item no.1) 37,500
3. Enpgimesring (16% of Items nos.1 & 2) 66,000
4, Land costs
a. Lift station site (0.3 acres x $30,000/acre) 9,000
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b. Detention site (46.8 acres x $30,000/acre)
Total District Items _
TOTAL CONSTRUCTION COSTS (67.46% of BIR)
Non-Copstruction Costs
A, Legal Fees (3%)
B. Fiscal Agent Fees (2%)
C. Interest
1. Capitalized Interest (24 months @ 6%)
2. Developer Interest (24 months @ 6%)
D. Bond Discount (3%)
E. Creation Costs
F. Operating Expenses
G. Bond Issuance Expenses
H. Bond Application Report Costs
1. Attomey General Fee (0.1% of BIR)
1. TCEQ Bohd Issuance Fee (0.25%)
TOTAL NONCONSTRUCTION COSTS
TOTAL BOND ISSUE REQUIREMENT

Note: (1) Assumes 100% finding of anticipated developer contribution jtems.

1,404.000

1,891,500
$ 16,444,510

5 731,250
487,500

2,925,000
1,973,341
731,250
75,000
300,000
301,836
320,000
24,375

_ 60,938
$__7.930.490
$ 24,375,000

Rligibility of costs for District funding and 30% developer confribution requirements may be determined in
accordance with Commission rules in effect at the time bond applications are reviewed.

—ROADWAYS

Coustruction Costs
A_ Developer Contribution Items
1, Major Roadways
2. Landscaping thoroughfares and collector strests
3, Contingencies (10% of ltem nos. 1 & 2)
4, Engineering (16% of Item nos. 1 - 3)
Total Developer Contribution Items
B. District Items
None
TOTAL CONSTRUCTION COSTS (71.95% of BIR)
Non-Construction Costs
A. Legat Fees (3%)
B.Figcal Agent Fees (2%)
C. Interest
1. Capitalized Interest (24 months @ 6%)
2. Developer Interest (24 months @ 6%)
D. Operating cost

District’s Share'!

$ 1,663,377
220,000
188,338
331474

$ 2,403,189

3 2,403,189

$ 100200
66,800

400,800
288,383
50,000
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E. Miscellaneous Expenses 30,628

TOTAL NONCONSTRUCTION COSTS $ 936811

TOTAL BOND ISSUE REQUIREMENT $ 3,340,000

Note: (I) Assumes 100% fiunding of anticipated developer cantribution items. ) '
Etigibility of costs for District funding and 30% developer contribution regnirements may be determined in
accordance with Commission rules in effect at the time bond applications are reviewed.

— RECREATION
Construction Costs District’s Share™
A. Developer Contribution Iterns '
1. Amenity park plan 3 725,000
2. Contingencies (10% of Ttem no. 1) 72,500
3. Bngineering (15% of Items 1 & 2) 119.625
Total Developer Contribution Items $ 917,125
B. District Items
None
TOTAL CONSTRUCTION COSTS (70.0% of BIR) 5 917,125
Non-Construction Costs
A. Legal Fees (3%) $ 39,300
B. Fiscal Agent Fees (2%) 26,200
C. Interest
Capitalized Interest (24 months @ 6%} 157,200
D. Bond Discount (3%) 39,300
E. Bond Issuance Expenses 36,290
F. Operating costs 50,000
G. Bond Application Report Costs 40,000
H. Attorney General Fee (0.10% of BIR) 1,310
1. TCBQ Bond Issuance Fee (0.25%) 3.275
TOTAL NONCONSTRUCTION COSTS 3392875
TOTAL BOND ISSUE REQUIREMENT $ 1,310,000

Note: (1) Assumes 100% fimding of anticipated developer contribution items.

Eligibility of costs for District finding will be determined in accordance with Commission rules in effect at
the time bond applications are reviewed.
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D. ECONOMIC ANALYSIS
Land Use

The land use for the proposed District is projected in the following table:

Development Acres ESFCs
Single-Family Residential 219.40 771
Recreation Center 1.80 6
Park, Recreation & Open Space 25.19 0
Lift station 0.30 0
Lake and Water Quality Detention 46.80 [}

Totat 293.49, 117

rket

A market study, prepared by MetroStudy, has been submitted in support of the creation of the proposed
District, and shows there is a matket demand for the District. The market study indicates that the proposed
District will contain 771 single-family homes with prices averaging from $225,000 to $360,000 on 60 to 80-
- foot lots, and expected to be absorbed at a rate of 85 to 160 units per year. The proposed District will also

‘contain a recreation center.

Project Financing

The estimated total assessed valnation of the proposed District at corapletion is as follows:

Single-Farmily Lot Width # of Units Average Unit_ Value Total Value at Build-out

60~ 80 foot 771 homes $ 304,338 $ 235,030,000
Total $ 235,030,000

Considering an estimated bond issue requirement of $24,375,000 (assurding 100% financing) for utilities,
$3,340,000 (assuming 100% financing) for roads, and $1,310,000 (assuming 100% financing) for recreational
facilities, a conpon bond inferest rate of 6.0%, and a 25-year bond life, the average annual debt service
requiretnent for utilities, roads, and recreational facilities would be approximately $1,906,776, $261,277 and
$102,477, respectively. Asspming a 95% collection rate and an ultimate taxable assessed valuation of
$235,030,000, a tax rate of about $0.85 per $100 AV for utilities, $0.12 per $100 AV forroads, and $0.05 per
$100 AV for recreation facilities, respectively, would be pecessary to meet the anmual debt service

requirements.
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The total year 2007 overlapping tax rates on land within the proposed District are shown in the following
table:

Taxing Jurisdiction Tax per $100 valuation
Montgomery County ©§ 0.4888
Montgomery County Hospital District 0.0777
North Harris Montgomery Cotnty Collsge District 0.1144
Willis ISD ' 1.3060 -
City of Conroe 0.4250
Proposed Montgomery County MUD No. 126 1.0200 @
Tqtal tax per $100 valuation § 3.4289

Notes: (1) Includes debt service tax tates of 30.85 for utilities, $0.12 for roads, and $0.05 for recreational facilities, No
maintenance tax was indicated. The total (proposed District tax; and the City tax for water, wastewnter and drainage,
road, and recreational facilities - if the City annexes the land) would need to be Iess than the $1.50 limit indicaied in

30 TAC rues.

Based on the proposed District tax rate and the year 2007 overlapping tax rates on land within the proposed
District, the project is considered economically feasible.

ater and Wastewater Rates

According to information provided projected City rates are as follows:

Water:
Base charge (up to 3,000 gallons) $8.71
Each 1,000 gallons over 3,000 gallons $2.16
Wastewater:
Base charge (up to 3,000 gallons) $15.73

Bach 1,000 gallons over 3,000 gallons $ 192

Based on the City rates, the estimated monthly fee for 10,000 gallons of water and wastewater would be
approximately $53.00.

Comparative Water District Tax Rates

A debt tax rate of about §1.02 for the proposed District is comparable to other districts in the area. Based on
the requirements of 30 TAC Section 293.59, this project is economically feasible.
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E. SPECIAL CONSIDERATIONS
1. Annexation

As stated above, the proposed District is in the ETJ of the City. The engineering report indicates that the
proposed District is in the process of being annexed by the City.

2. Raquest for Road Powers

The Petitionets request approval for road powers, at the same time as the creation of the proposed District.

' Pursuant to Texas Water Code Section 54,234, approval ofroad utility district powers may be requested at the
same fime as creation. The proposed District has submitted a summary of the estimated cost in the
engineering report that was submitted with the application, The proposed toads appear to benefit the proposed
District, and financing appears feasible.

3. Request for Recreation Plan Approval

The Petitioners request approval of a recreation plar at the same time as the creation of the proposed District.
Pursuant to Texas Water Code Section 49.351(g) and 30 TAC Section 293.11(a)(10), apptoval of arecreation
plan may be requested at the same time as creation. The application material includes a detajled summary of
the proposed recreatjonal facility projects, projects’ estimated costs, and proposed financing methods for the
projects. The proposed District plan to construct recreational facility appears reasonable and feasible.

F. CONCLUSIONS

1. Based on Commission policy, compliance with Cornmission rules, and review of the engineering report
and supporting documents, the proposed District is considered feasible, practicable, would be a benefitto
the land within the proposed District, and would be necessary as a means to finance utilities and to provide
utility service to future customers,

2. Based on a review of the application and supporting documents, the District’s acquisition of Road Powers
is considered feasible.

3. Based on a review of the preliminary engineering report; the market study; the proposed District’s water,
wastewater, drainage, road, and recreational facilities; 2 combined projected tax rate of $1.02; the
proposed District obtaining a 6.0% bond coupon intercst rate; and other supporting data, the proposed
District is considered feasible under the feasibility limits prescribed by 30 TAC Section 293.59.

4, The recommendations are made under authority delegated by the Executive Director of the Texas
Commission on Environmental Quality.
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G. RECOMMENDATIONS

I. Grant the petition for creation of Montgomery County Municipal Utility District No. 126.

2. Grant the District’s request to acquire Road Powers in accordance with Texas Water Code Section 54.234
and 30 TAC §§ 293.201 and 293,202, subject to the requirements imposed by the Commission and the
general laws of the State of Texas relating to the exercise of such powers.

3. The order granting the petition should include the following statements:

“This Order shall in no event be construed as an approval of any proposed agreements or of any particular
items in any documents provided in support of the petition for creation, nor as a commitment or
requirement of the Commission in the firture to approve or disapprove any particular items or agreements
in future applications submitted by the District for Commission consideration.

“This Order shall not constitute approval or recognition of the validity of any provision in the City of
Conroe creation consent Ordinance No. 1848-08, effective May 22, 2008, and aty other

ordinance/resolution incorporated therein by reference to the extent that such provisions exceed the
anthority granted to the City of Conroe by the laws of the State of Texas,

4. Appoint the following to serve as temporary directors until permanent directors are elected arid qualified:

Trving A. Wolf Gary Calfee Robert L, Tompkins
Adam H. Soffar Donald E. Robinowitz

H. ADDITIONAL INFORMATION

The petitioners’ professional representatives are:
Attomey: Mr. Abraham I Rubinsky — Schwartz, Page, & Harding LLP

Engineer: Mr. Hasan Syed, P.E. ~ Edminster, Hinshaw, Russ & Assoc.
Market Analyst: Mr. Toby Ware — Metrostudy

Cuag Wp Lo,

Greg Charles
Districts Review Team
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Exhibit G

CERTIFICATE FOR
ORD. ASSIN S AND DE G

RESULTS OF CO i ' N
AND BOND AND MAINTENANCE TAX ELECTION

I, the undersigned Secretary of the Board of Directors (the
vBoard") of Montgomery County Municipal Utility District No. 126
{the ®Districtt), hereby certify as follows

1. The Board convened i1in sgpecial 'session, copen %o the
public, on May 14, 2005, at 1300 Post Oak Boulevard, Suié’é’ @04
Houston, Harris County Texas and the roll was called %of ~the

members of the Board, to-wit E ﬁ
w & g D
Gary Calfee, President S m .’.’.‘_:'_’
Donald E. Robinowitz, Vice-Presideat 3 2P
Adam H. Soffar, Secretary ~ ©
Irving A, Wolf, Assistant Secretary = %

Robert L. Tompkins, Assigtant Secretazy-_g

All of the members of the Board were preseit, thus comstituting a
guoxum, Whereupon, among other business, the following was

transacted at guch meeting: A written

ORDER CANVASSING RETURNS AND DECLARING
RESULTS OF CONFIRMATION AND DIRECTOR ELECTION
AND BOND AND MAINTENANCE TAX ELECTION

wag duly introduced for the consideration of the Roard. It wag
then duly moved and seconded that guch Order be adopted, amd, after
due discussion, such motion, carrying with it the adoption of such
Rules, prevailed and carried by the following vote:

AYES: 5 NOES O

2 A true, full and correct copy of the aforesaid Order
adopted at the meeting described in the above and foregoing
paragraph 1s attached to and follows this certificate; such Order
has been duly recorded in the Board's mimutes of such meeting; the
persons npamed in the above and foregoing paragraph are the duly
chosen, gualified and acting officers and members of the Board as
indicated therein; each of the officers and members of the Board
was duly and sufficiently notified officially and personally. in
advance, of the time, place and purpose ‘of such meeting. and that
such Order would be introduced and considered for adoption at such
meeting; and such meeting was open to the public, and public notice
of the time, place and purpose of such meeting was given, all as
required by Chapter 551, Texas Government Code and Section 49 063,

Texas Water Code, as amended.
Return To Kw

Schwartz, Page & Harding, L.L.F.
1300 Post Oak Bivd, Ste. 1400
Haugvon, Texas 77056

- -
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SIGNED AND SEALED this 14th day of May. 2009

L4l

Secretary
Board of Directors
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126

ORDER CANVASSING RETURNS AND DECLARING
RESULTS OF CONFIRMATION AND DIRECTOR ELECTION
AND ROND AND MAINTENANCE TAX ELECTION

WHEREAS, there was held in Montgomery County Municipal Utility
District No. 126, (the "District’) on the Sth day of May, 2009, an
election for the purpose of electing five (5} permanent directors

for the District and for the further purposes of voting on the

following propositions

PROPOSITION I

SHALL THE CREATION OF MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT
NO. 126 BE CONFIRMED?

PROPOSITION IIX

SHALL THE BOARD OF DIRECTORS OF MONTGOMERY COUNTY MUNICIPAL
UTILITY DISTRICT NO 126 BE AUTHORIZED TO ISSUE THE BONDS OF BAID
DISTRICT IN ONE OR MORE ISSUES OR SERIES IN THE MAXIMUM AGGREGATE
ORIGINAL PRINCIPAL. AMOUNT OF FORTY-ONE MILLION THREE HUNDRED TWENTY
THOUSAND DOLLARS (441,320,000) MATURING SERIALLY OR OTHERWISE IN
SUCH INSTALIMENTS AS ARE FIXED BY SAID BOARD OVER (A PERIOD OR
PERIODS NOT EXCEEDING FORTY (40) YEARS FROM THEIR DATE OR DATES,
BEARING INTEREST AT ANY RATE OR RATES, AND TO BSELL SAID BONDS AT
ANY PRICE OR PRICES, PROVIDED TEAT THE NET EFFECTIVE INTEREST RATE
ON ANY ISSUE OR SERIES OF SAID BONDS SHALL NOT EXCEED THE MAXIMUM
LEGAL LIMIT IN EFFECT AT THE TIME OF ISSUANCE OF BACH ISSUE OR
SERIES OF SAID BONDS, ALL AS MAY BE DETERMINED BY THE BOARD OF
DIRECTORS OF SAID DISTRICT. ¥FOR THE PURPOSE OR PURPOSES OF
PURCHASING, CONSTRUCTING, ACQUIRING, OWNING, OPERATING, REPAIRING,
IMPROVING, OR EXTENDING A WATERWORKS SYSTEM, A SANITARY SEWER
SYSTEM AND A DRAINAGE AND STORM SEWER SYSTEM, INCLUDING, BUT NOT
LIMITED TO, ALL 'ADDITIONS TO SUCH SYSTEMS AND ALL LAND,
IMPROVEMENTS, FACILITIES, PLANTS, EQUIPMENT, APPLIANCES, IRTERESTS
IN PROPERTY AND REGIONAL, REGULATORY OR JOINT USE PARTICIPATICON
RIGHTS OR CONTRACT RIGHTS NEEDED THEREFOR, AND ADMINISTRATIVE
FACILITIES NEEDED IN CONNECTION THEREWITH, AND TO PROVIDE FOR THE
PAYMENT OF THE PRINCIPAL OF AND INTEREST ON SUCH BONDS BY THE LEVY
AND' COLLECTION ANNUALLY OF A SUFFICIENT TAX UPON ALL TAXABLE
PROPERTY WITHIN BAID DISTRICT. ALL AS AUTHORIZED BY THE
CONSTITUTION AND LAWS OF THE STATE OF TEXAS?
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PROPOSITION III

SHALI, THE BOARD OF DIRECTORS OF MONTGOMERY COUNTY MUNICIPAL UTILITY
DISTRICT NO. 126 BE AUTHORIZED TO ISSUE THE BONDS OF SAID DISTRICT
IN ONE OR MORE ISSUES OR SERIES IN THE MAXIMUM AGGREGATE ORIGINAL
PRINCIPAL AMOUNT OF FOUR MILLION ONE HEUNDRED THOUSAND DOLLARS
($4, 100, 000) MATURING SERIALLY OR OTHERWISE IN SUCH INSTALLMENTS AS
ARE PIXED BY SAID BOARD OVER A PERIOD OR RERIODS NOT EXCEEDING
FORTY {40) YEARRS FROM TREIR DATE OR DATES, BEARING INTEREST AT ANY
RATE OR RATES, AND TO SELL SATD BONDS AT ANY PRICE OR PRICES,
PROVIDED THAT THE NET EFFECTIVE INTEREST RATE ON ANY ISSUE OR
ISSUES OF SAID BONDS SHALL NOT EXCEED THE MAXIMUM LEGAL LIMIT IN
EFFECT AT THE TIME OF ISSUANCE OF EACH ISSUE OF SAID RBONDS, ALL A8
MAY BE DETERMINED BY THE BOARD OF DIRECTORSE OF SAID DISTRICT. FOR
THE PURPOSE OR PURPOSES OF PURCBASING, CONSTRUCTING, ACQUIRING,
OWNING, OPERATING, REPAIRING, IMPROVING, OR EXTENDING RECREATIONAL
FACILITIES, INCLUDING, BUT NOT LIMITED TO, ALL ADDITIONS TO SUCH
FACILITIES RAND ALL IAND, IMPROVEMENTS, FACILITIES, EQUIBMENT.
APPLIANCES, INTERESTS IN PROPERTY AND CONTRACT RIGHTS NEEDED
THEREFOR, AND ADMINISTRATIVE FACILITIES NEEDED IN CONNECTION
TREREWITH, AND TO PROVIDE FOR THE PAYMENT OF THE PRINCIPAL OF AND
INTEREST ON SUCH BONDS BY THE LEVY AND COLLECTION ANNUALLY OF A
SUFFICIENT TAX UPON ALL TAXABLE PROPERTY WITHIN SAID DISTRICT. ALL
AS AUTHORIZED BY THE CONSTITUTION AND LAWS OF THE STATE OF TEXAS?

PROPOSITION IV

SHALL THE ROARRD OF DIRECTORS OF MONTGOMERY COUNTY MUNICIPAL UTILITY
DISTRICT NO. 126 BE AUTHORIZED TO ISSUE THE BONDS OF BAID DISTRICT
IN ONE OR MORE ISSUES OR SERIES IN THE MAXIMUM AGGREGATE ORIGINAL
PRINCIPAL AMOUNT OF SI%x MILLION DOLLARS ($6 000,6 000} MATURING
SERIALLY OR OTHERWISE IN SUCH INSTALLMENTS AS ARE FIXED BY SAID
BOARD OVER A PERIOD OR PERIODS NOT EXCEEDING FORTY (40) YERRS FROM
THEEIR DATE OR DATES, BEARING INTEREST AT ANY RATE OR RATES, AND TO
SELL SAID BONDS AT ANY PRICE OR PRICES PROVIDED THAT THE NET
EFFECTIVE INTEREST RATE ON ANY ISSUE OR SERIES OF SAID BONDS SHALL
NOT EXCEED THE MAXTMUM LEGAL DLIMIT IN EFFECT AT THE TIME OF
ISSUANCE OF EACH ISSUE OR SERIJES OF SAID BONDS, ALL BAS MAY BE
DETERMINED BY THE BOARD OF DIRECTORS OF BAID DISTRICT, FOR THE
PURPOSE OR PURPOSES OF PURCHASING, CONSTRUCTING, ACQUIRING, OWNING,
OPERATING, REPAIRING, IMPROVING, OR EXTENDING ROAD FACILITIES,
INCLUDING, BUT NOT LIMITED TO, ALL ADDITIONS TO SUCH FACILITIES,
AND ALL LAND;, IMPROVEMENTS, FACILITIES, EQUIPMENT. APPLIBNCES,
INTERESTS TN PROPERTY AND CONTRACT RIGHTS NEEDED THEREFOR, AND
ADMINISTRATIVE FACILITIES NEEDED IN CONNECTION THEREWITH, EXCEPT AS
LIMITED BY APPLICABLE GENERAL, SPECIAL OR. LOCAL LAWS, OR THE RULES,
REGULATIONS OR ORDINANCES OF ANY APPLICABLE CITY COUNTY OR AGENCY
WITH JURISDICTION, .AND TO PROVIDE FOR THE PAYMENT OF THE PRINCIPAL
OF AND INTEREST ON SAID BONDS BY THE LEVY AND COLLECTION ANNUALLY
OF A SUFFICIENT TaX UPON ALL TAXABLE PROPERTY WITHIN SaID DISTRICT,
ALL AS AUTHORIZED BY THE CONSTITUTION AND LAWS OF THE STATE OF

TEXAE?
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PROPOSITION V

SHALL THE BOARD OF DIRECTORS OF MONTGOMERY COUNTY MUNICIPAL UTILITY
DISTRICT NO. 126 BE AUTHORIZED TO ISSUE THE BOWDS OF SAID DISTRICT
IN ONE OR MORE ISSUES OR SERIES IN THE MAXIMOM AGGREGATE ORIGINAL
PRINCIPAL 'AMOUNT OF FIFTY-ONE MILLION FOUR HUNDRED TWENTY THOUSAND
DOLLARS  ($51,420 000) MATURING SERIALLY OR OTHERWISE 1IN, SUCH
INSTALLMENTS AS ARE FIXED BY SAID BOARD OVER A PERIOD OR PERIODS
NOT EXCEEDING FORTY (40) YEARS FROM THEIR DATE OR DATES BEARING
INTEREST AT ANY RATE OR RATES, AND TQ SELL BAID BONDS AT ANY PRICE
OR PRICES, PROVIDED THAT THE NET EFFECTIVE INTEREST RATE ON ANY
ISSUE OR SERIES OF SAID BONDS SEALL 'NOT EXCEED THE MAXIMUM LEGAL
LIMIT IN EFFECT AT THE TIME OF ISSUANCE OF EACH ISSUE OR SERIES OF
SAID BONDS, ALL AS MAY RE DETERMINED BY THE BOARD OF DIRECTORS OF
SAID DISTRICT, FOR THE PURPOSE OF REFUNDING BY ANY MEANS NOW OR
HEREAFTER AUTHORIZED BY LAW, ALL OR ANY PORTION OF ANY BONDS OR
REFUNDING BONDS OF TEE DISTRICT PAYARLE IN WHOLE OR IN PART FROM
TAXES, WHETHER ON EVEN DATE HEREWITH, HEREUNDER, OR HEREAFTER
AUTHORIZED OR ISSUED- BY THE DISTRICT. AND TO PROVIDE FOR THRE
PAYMENT OF TEE PRINCIPAL OF AND THE INTEREST ON SUCH REFUNDING
BEONDS BY THE LEVY AND COLLECTION OF A 'SUFFICIENT TAX UPON ALL
TAXABLE PROPERTY WITHIN SAID DISTRICT, .ALL AS AUTHORIZED BY THE
CONSTITUTION AND LAWS OF THE STATE OF TEXAS?

PROPOSITION VI

SHALL THE BOARD OF DIRECTORS OF MONTGOMERY COUNTY MUNICIPAL UTILITY
DISTRICT NO. 126 BE AUTHORIZED TO ASSESS, LEVY AND COLLECT AN
ANNUAL MAINTENANCE TRX NOT TO EXCEED ONE DOLLAR AND FIFTY CENTS
($1.50) ON EACH $100 VALUATION OF ALL TAXABLE PROPERTY WITHIN SAID
DISTRICT TO SECURE FUNDS FOR MAINTENANCE AND OTHER AUTHORIZED
PURPOSEE, INCLUDING, BUT NOT LIMITED TO, FUNDS FOR PLANNING,
CONSTRUCTING, ACQUIRING, MAINTAINING, REPAIRING AND OPERATING ALI
NECESSARY LAND, PLANTS, FACILITIES, IMPROVEMENTE  APPLIANCES AND
EQUIPMENT OF SUCE DISTRICT AND FOR THE PAYMENT OF PROPER SERVICES,
ENGINEERING AND LEGAL FEEY, AND ORGANIZATION AND ADMINISTRATIVE
EXPENSES IN ACCORDANCE, WITH THE CONSTITUTION AND LAWS OF THE STATE

OF TEXAS?
PROPOSITION VII

SHALL THEE BOARD OF DIRECTORS OF MONTGOMERY COUNTY MUNICIPAL UTILITY
DISTRICT NO. 126 BE AUTHORIZED TO ASSESS, LEVY AND COLLECT AN
ANNUAL MAINTENANCE TAX NOT TO EXCEED TEN CENTS (50 10) ON EACH $100
VALUATION OF ALL TAXABLE PROPERTY WITHIN SAID DISTRICT TO SECURE
FUNDS FOR MAINTENANCE AND OTHER AUTHORIZED PURPOSES RELATED TO
RECREATIONAL FACILITIES, INCLUDING, BUT NOT LIMITED TO, FUNDS FOR
PLANNTING, CONSTRUCTING, ACQUIRING, MAINTAINING, REPAIRING AND,
OPERATING ALL NECESSARY LAND, FACILITIES IMPROVEMENTS, ADPLIANCES
AND EQUIPMENT OF SUCH RECREATIONAL FACILITIES, AND FOR THE PAYMENT

214336-1 -3
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OF PROPER EERVICES, ENGINEERING AND LEGAL FEES, AND ADMINISTRATIVE
EXPENSES 1IN ACCORDANCE WITH THE CONSTITUTION AND LAWS OF THE STATE

OF TEXAS?
WHEREAS, the returps of said elections have been certified to

this Boaxd of Directors by the appropriate election officials, and
WHEREAS, the official election returns show that the duly

qualified voters of the District cast two (2) ballots at said

electione, and the votes cast for each of the propositions were ag

follows
PROPOSITION NO. I
FOR 2 yotes
DIBTRICT
AGAINST 0 votes
PROPOSITION NO, IX
FOR ) 2 votes
THE ISSUANCE OF WATER, SANITARY
SEWER AND DEAINAGE FACILITIES
BONDS AND THE LEVY OF TRXES
IN PAYMENT OF THE BONDS
AQAINST 0 votes
PROPOSITION NC. III
FOR 2 votes
THE ISSUANCE OF RECREATIONAL
FACILITIES BONDS AND THE LEVY OF
OF TAXES IN PAYMENT OF THE BONDS
AGAINBT 0 votes
21433¢€-1 4
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PROPOSITION NO. IV

JFOR 2 votes

THE ISSUANCE OF RQARD FACILITIES
BONDS AND THE LEVY OF TAXES IN
PAYMENT OF THE BONDS

AGAINST 0 votes
PROPOSITION NO. V

FOR 2 votes
THE ISSUANCE OF REFUNDING BONDS
AND TEE LEVY OF TAXES IN PAYMENT
OF THE BONDS '

AGAINST D votes

PROPOSITION HO. VI

FOR v 2 votes
MAINTENANCE TAX
AGAINST 0 votes

PROPOSITION NO, VII

FOR 2 votes
MATNTENANCE TAX FOR RECREATIONAL
FACILITIES
BGAINST 0 votes
and

WHEREAS, sald official election returns further show that the

votes cast Ffor permanent directors at such elections were as

followa,
Gary Calfee 2 votes
Donald E. Robirdowitz 2 votes
Adam H. Soffar 2 votes
Irving'A. Wolf 2 votea
Robert L. Tompkins 2 votes
and

WHEREAS, the above totals are shown in the official election
returns héretofore submitted to thé Board of Directors and filed

with the President and Secretary of the Board of Directors, and

214336-1 -5 -
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WHERFEAS, such elections were called and held in all respects
under and in strict conformity with the Constitution and laws of
the State of Texas and the United States of America and

WHEREAS, a canvass of the returng of said elections at this
meeting of the Board of Directors ie as soon as reakonably
practical after such elections Now, Therefore

BE IT ORDERED BY THE BOARD OF DIRECTORS OF MONTGOMERY COUNTY
MUNICIPAL UTILITY DISTRICT NO. 126

Bection 1. The matters mnd facts recited in the above
preamble of this Order are found to be true and correct

Section 2. The elections held within and for the District onm
the 9th day of May. 2009 which are more fully described in the
preauwble to this Order were called and notice was given thereof
under the hand of the President &nd Secretary of the Board of
Directors of the District in accordance with law; that the
elections were held in all respecte in conformity with law:; and
that returne of the elections have been lawfully made by the proper
officer.

Section 3. The elections have resulted in a majority wvote
for the District, and it is hereby found, determimed and declared
that Montgomery County Municipal Utility District No. 126 is duly
and lawfully created in Montgomery County. Texas, with boundaries
as described by wetes and bounds in Exhibit ¥Ar hereto, which is
hereby incorporated herein for all purpoges

Bection 4. In addition, =said ¢lections have resulted in the
election of five (5) permanent directors for the District
Pursuant to Section 4% 102 of the Texas Water Code the directors

214336-1 -6 -
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who were elected have agreed that they shall designate thelr
respective initial terms of office as follows: Irving A. Wolf and
Robert L. Tompkins, shall sexve for a term ending after the annual
directors election to be held on the first Saturday in May. 2010,
and Gary Calfee, Donald 'E. Robinowitz and 2Adam H. Soffar. shall
serve for a term ending after the annnal directors election to be
held the first Saturday in May. 2012

SBection 5. The elections have further resulted favorably
toward the issuance of the bonds described: in Proposition II
submitted at the électioms, and, pursuant to applicable law, such
bonds may be issued in various series or isgsues, with or without
interest coupons, in any denomination, payable at guch time or
times, in such amount or amounts or installments, at such place or
places, in such form, under such terms, conditions, and details, in
such mannser. redeemable prior to maturity at any time or tihes,
bearing no interest, .or bearing interest at any rate or rates
(either Eixed, wvariable, floating, adjustable, or otherwise) all
ag determined by the Board of Directors. The Board of Directors is
now authorized to issue $41,320, 000 in water. sanitary sewer and
‘drainage facilities bonds of the District, as described in said
Proposition II, 'upon the terms and conditions described therein ‘and
herein and to do any and all things necessary and convenient in
connection therewith and, to ensure the continuing and orderly
development of the District on terms and conditions which are
feasible and practical, the District anticipates that said bonds

will be isgued in miltiple series or issues over an extended period

2143361 -7 -
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of time all as determined by the Board of Directors to be feasible
and practical and in the best intexests of the District

Bection 6. The elections have further resulted £avorably
toward the issuance of the bonds described in Proposition IIX
pubmitted at the electioms, and, pursuant to applicable law, such
bonds may be issued in variocus meries or issues with or without
interest coupons, in any denomimation, payable at such time orx
times, in such amount or amdunts or imstallments, at such place orx
places, in such form, under such terms, conditions, and details in
such manner. redeemable prior to maturity at any time or times
bearing no interest, or bearing interest at any rate or rates
{either fixed, variable, floating. adjustable, or otherwise), all
ag determined by the Board of Directors, The Board of Directors is
now authorized to issue §4,100 000 in recreational facilities bonds
of the District, as deacribed in paid Proposition IIIZ., upon the
terms and conditions described therein and herein and to do any and
all things necessary and convenient in connection therewith and, to
ensure the continuing and orderly development of the District omn
terms and conditions which are feasible and practical, the District
anticipates that said bonds will pbe issued in multiple series or
issues over an extended period of time all as determined by the
Board of Directors to he feasible and practical and in the best
interests of the District,

Section 7. The elections have further resulted <favorably
toward the issuance of the bonds described in Proposition IV
submitted at the elections, and, pursuant to applicable law, such

bonds way be issued in various series or issues, with or without
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interest coupons, in any denomination, payable at such time or
times, in such amount or amounts or installments, at such place or
places, in auchiform, under such terms, conditions, and details, in
such mannper. redeemable prior to maturity .at any time or times,
bearing no interest, or bearing interest .at any rate or rates
(either fixed, variable, floating. adjustable, or otherwise) all
ag determined by the Board of Directors. .The Board of Dirvectors is
now authorized to issue §$6 000,000 in road facilities bonds of the
Digtrict, as described in said Proposition IV, upon the terms and
conditions described therein and herein and to do any and all
Ehinga necessary and convenient in connection therewith and, to
ensure the continuing and orderly development of the District om
terms and conditions which are feasible and practical, the District
anticipates that said bends will be issued in multiple series or
igpues over an extended period of time all as determined by the
Board of Directors to be feasible and practical and in the best
interests of the District,

Section B. The elections have also resulted favorably toward
the issuance of the refunding honds deacribed dn Proposition V
submitted at the elections, and the Board of Directors is now
authorized to issue $51,420,000 in refunding bonds of the Distriet,
aB described in said Proposition V., upon the terms and .conditions
described therein and to do anmy and all things necessary and
‘convenient in connection therewith and the District anticipates
that paid bonds will be issued in multiple series or issues over an

extended period of time all as determined by the Board of Directors
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to be feasible and practical and in the best intereats of the
District

Section 9. The electione have also resulted favorably toward
the levy and collection of & maintenance tax, as described in
Proposition VI submitted at the elections, and the Board of
Directors is now authorized to levy and collect an annual
maintenance tax not to exceed One Dollar and Fifty Cente (§1.50) of
each $100 valuation of all taxable property within said District
upon the terms and conditions and for the purposes stated in said
Proposition VI

Bection 10. The elections have also resulted favorably toward
the levy and collection of a maintenance tax specifically for
recreational facilities, a2s described in Proposition VII submitted
at the elections, and the Board of Directors is now authorized to
levy and collect an annual malntenance tax specifically for
regreational facilities not to exceed Ten Cents (50 .10) of each
§100 valuation of all taxable property within saild District, upon
the terms and conditions and for the purposes stated in said
Proposition VII

Section 11. It is hereby found, determined and declared
that the meeting at which this Order is adopted is open to the
public as reguired by law, and that public notice of the time,
date, place and subject matter of this meeting and of the proposad
adoption of this Order was given, furpished and posted as regquired

by law,

214336-1 10
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Section 12. A certified copy of this oOrder shall be
promptly filéd with the Texas Commission on Environmental Quality

and in the Official Records of Real Property of Montgomery County.

Texas.

PASSED AND APPROVED this 14th day of May, 20089

/8/ Gaiy Calfee
President, Board of Directore

ATTEST:

/s/ Adam H. Boffar
Secretary Board of Directors

(SEAL}
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Exhibit A

METES AND BOUNDS DESCRIFTION
20345 ACHES IN THE
JANES EDWAKDS SURVEY, ANSTRALT NO, 198 AND THE
ELIJAH COLLARD SURVEY, ANSTRACT NO. ¥
MONTGOMERY COUNTY, TEXAS

A 283.43ACRE TRACT OF LAND SITUATED IN THE JAMES EDWARDS SURVEY,
ABSTRACT NO. 135, AND THE BUAH COLLARD SURVEY, ABSTRALT NG, 7,
MONTGOMERY COUNTY, TEXAS, BEING A PORTION OF THAT CALLED 1781762

L

LNDER MONTCOMERY COUNTY CLERKS FILE O, 2006191070, ALL OF THAT
CALLED 37S5G64-ACRE TRALT CONVEVED TO DAVID HENDRICKS &Y SPECIAL
WARRANTY OEELY WITH VINDORS UBN RECORDED UNDER MONTGOMERY
COUNTY CLERK'S FILE NO. 200862871, ALL DF THAT CALLFD 31.851-ALRE TRACT
CONVEYED TO HOUSTON INTERCONTINENTAL TRADE CENTER, LP. §Y GENERAL
WARKANTY DEED WITH VENDOR'S LIEN REOCORDED UNDER MONTGOMERY
COUNTY CLERK'S FILE NO.. 2007008230, AND ALL OF THAT CALLED 23.419-ACRE
TRACT CONVEYED TO HOUSION INTERNATIONAL TRADE CENTER LP. BY
WARRANTY DEED WITH VENDDR'S LEN RECORDED UNOER MONTGOMERY
COUNTY CLEEKS ALE NQ, 2007112578 ALL OF THE OFFICIAL PL/BLIC RECORDS OF
REAL PROPERTY, SAID 293.43-ACRE TRACT BEING MORE PARTICULARLY DESCRIZED
BY METES ANTY BOUNDS AS FOUOWS WITH ALL BEARINGE BASED ON THE TEXAS
COOROINATE SYSTEM OF 1883, CENTRAL ZONE AS DETERMINED 8Y GPS
MEASUREMENTE;

BEGINNING st x 5/84nch ¥on rod found an the puith line of Longmim Way {60-fook
Clark's Fila No, S536530 of the Oficl

Mmﬂﬂw&rbhﬁnaycwq
ﬁmmamm Ing tha scuifeast cormer of Keyerve: 4" of the Replat of
o0 b Lajes Conon Sectfors 1 and 2, plat of which i meovdad Lo Celdped 1 Sheoiz

161 thru 183 of ths Mentgoswery County Map Recordsy

THEMCE Nanh 12°45°58° East, slang the aast fine of cald Renfat of Lomgmice on Lake
Comme Suctions 1 mdz,nﬂ:::‘wpwghmwmd-ﬁmnd
Longmiow ey Lk Covwdie Sactions T sned 2 and shw acutheast camex of Lotgmise any Lakes
Conrae Section 3, plat of which b mearded in Cabinet |, Sherls 53 tyu &5 of the
Montgomery County e Racondy, and continulngg & alf 255,38 ket to # 5/8-nch Iron
rod found for the rovheast comer of said Longmim an Lake Conme Section 3

THENCE Nath 77*12'16° West, 181653 frsl, alany the morth $ine of suld Lopgmims on
bh&m!dun!,hlmmmnmdmupm#ﬂm 713784
A50D" gat for an Interior coener of Fald Longinir oy Lake Conros Sactian 3
THENCE North 11°55/28° £ast, 365,74 Jeet, alang a1 Interfor ltie of suld Longmire on Lake
mmsum;u.mnﬁmum%ﬁ-mmdmvar
s Lomgmire on Leke Couras Seclfon 3, Seing on the 201-fot cantour Iing
THENCE slang the 291-fot contoty line, the kflawing Aty S0} ourses and distances:

Scuth S7v2ST Bt 53.25 fee i 1 polnt

North 60°22!00" East, 14.08 feet o a point:

Sonsh $8°53°51" Eaxt, 1440 faet o 8 polnt

South 44"41'08" Exct, 14.73 fect bo u polni;

Snqth 25°42'16* Ease, 21,8 fest In & pafnl

South 213126 tast, €5.00 (s b u galny

South 24" S5 Bsat, 36.88 feet to 3 paint

Toant Gl Sorray ATD
Bk Ctert bavery 47
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(19)
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en
L]
f9)
(40}
"
(42

South 23°02'23" Easi, 4348 fent I8  pei;
South 32%41'37" Eaxi, 4156 feal (o poiny
South 39°04'34" East, 23,02 fext 1o s poink
Sputh 43°05*41% Eaet, 23.55 feet i 1 poinG
South 83'57'44" Eash, 2250 Tunt b & poln
North 62°41'04* Eaxt, 21.03 faet to a poinl
North 3209/20” East, 4439 fext 10 a potny
North 15~10'15" Wst, 35.43 fest to » polnf;
North DI*26°25* West, 45.54 feet to a poin;
Norh 15°23'27% Fasl, 0,58 feet {02 polng
North 1E7T 4! East, 4440 fedl o1 poliny
Narth 13°0046* East, 21.26 fem taa point;
North 10°49'35" East, 50.79 fest 102 point
North 32+15°05* East, 12.24 feet to 3 poiny
North 58°33'10" Esst, 11,7 featto 2 polny
Sooth MrE1SY Esst, 16.94 fest to x poink
Saulh E3*13'35% East, 3175 feet io ¢ pointy
Soulh S6°59°25 Ease, 57,54 feal a » polal;
South S9*37°32" Exst, S426 fset to a poing
South 58'24'03" East, 33,57 faet o a point
South 57°44'53" Exst, 37.85 fectin § polns;
Soqutly 5871471 8° Eaxl, 335 feet bo a polot
South S9°S5'0R Ext, 4E.0% Gext to & polnl;
South 50739'40P Exst, X193 femi o3 poing
South 21" 972" East, 21,88 festi 2 poing
Horth 345706 Exst, 20.55 feet to 2 poknt;

“Nocth 15739'43¢ Exxt, 23.19 lnet o 3 poiag;

Noxih 27735'55" Weest, 25.09 fexl to 1 palnt;
North 458%59°57° West, 3129 faat 1o & palnt;
Worth 38724'53° West, $1.42 feet |o 3 pnts
Noyth 4871 1104" Wadl, £2.03 [=et o & polng;
North 52°44'02* Wes, 37,76 [eet to » polot;
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North 47731°18" Wexl, 35.54 fat (o a polnt;
Nordh §1°D0'12* Wag, §8.46 faet bo 2 polny
Noth S4"2730" Wes, 53.37 feal fo 3 poink;
North 50%14'59° Wes!, 43.08 leet ¥  polnt;
North 50°50'55* Wet, 63,18 feet i 2 poing
Nonth 4544'33° Wat, 53.82 {eet 10 ¢ polng;
Morth 37°44'10" Wist, 5597 fest o 2 potal;
Morth D4°00'G3* Wast, €1.57 leat to 2 poln
North 16154 D" W, 5184 sty w peing
North 1572723 West, §9.20 foet by a polnt;

North 09"53'22* East, 34,80 feet o 2 point on the south Hinx of Pebble Glen on the
Ladez, plat of which Is sezordad tn Cabinat N, Shests 125 they 128;

THENCR fouth B1~38122" East, at 10.04 fest passing w 5/B-inch Jron rod with map stamped
*EHLR.&A. T13-784-4500" &t Fer refesance, and cootli fo all 849,61 feet lo » SiB-
Inch ko rod foutd far the southexst comer of sald Pebble on e Lake;

THENCE Narth 1745'44* Easl, along tha sast liaz of sald Pabble Glen on the Lake, at
100157 let passing m 5/8-nch bran rod kound for the yorthaast corer of satd Febble Glen
on the Lake, and coninving I s} 1012 59 fazl in a polnt on U 207-fool contaor fine

THENCE afong the 201dbat contour fine, the following twenty-omm {21} cousss and
disancas:

South 87*34'31Y Exal, 44.81 Feet o & paln;
North 8575 8735° Baxt, 105,75 fiut to'» polit;
South R7°4171* But, 41.52 Reetio  point;
South 83¥57'21" East, 52,24 feat 10 3 poin;
Sooth 33°50'25* Bart, 5116 faatta 2 poiok
South 87°26'08* East, S0.00 feat 1o'a polnl;
Notth B5*40'28" Exgt, 42.06 Faet 10 3 prink;
Nosth ¥9"02'0™ Eaxt, 40.44 fzt 10 3 palny
Soulh NgUSTT* East, 1557 feadto s polnl;
‘Nodh 67°32'38" Easl, 22,66 Tael 0 2 pola
North D2"29'35" Ea, 22,04 feel o ¥ poing
North D*13'32* East, 25.04 el tp & poinl;
North 67739°40" West, 3047 faet 10 3 paleg
Narth 74°43'23° West, 56.55 feel to & poin}
North 75725'3" Weet, 45.28 feel io & prinG
Savth $5737131* Whsh, 74,43 feet io a potri;
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Worth 65°28'00" Wetl, 40.10 fest o x poliy;
North B€38'33" W), 45.92 fsat o a polot;
Noith B5-8'04" Wext, 50.74 fatt 1o 2 palny;

North 79733'57" West, 49.52 fast 10 2 poing
South §5%16'23° West, 5348 izt I5 a polnt on the east fine of Caliee Road {60-fust

maconded In Veluoe §32, Prge 291 and Volume 640, Fage Y39, bath of
Zs2 Monigomery Counly Daed Racordg

THENCE Narth 117 122" Ext, 226,43 lect ilong tha axx{ Jna of sald Calfes Rasd 1o x U2~
Ynch fran rod fotnd, balng tha sauthwast corner of the sforementioned 23.419-ara vact;

THENCE In & norshardy dinection skong the eammon Jine of sald Cafes ®nad and satd
23.415-acre brart, the fotlowing three (3) coumes and distsncer

Nocth 21410'57" East, 8.9 feek to & P Nall fatin
North 51°27°0)" Eact, 105.82 feet bo a §/8-tnsh fron rod fundy

North 12%47:07" Eag; 3216 fest o & polnt on the southwast comer of Leagee Une Road

Fomy) mtorded iy Voluma 825, Paye 10 and Voluma 1049, Page 571,
u Dadkea:dsk;nlswhdnm-lndnmnmdﬁap

stampad “Jelf Moon RPLS 4535% found dor the most westerly northwest comner of suid
23,8353-acve iract racorded under Mosigomery County Clrk's File No, 2005084850 of te

* Dificial Public Reicoeds of Keal Préganty buars North 12°4705° East, 131,02 fazt

THENCE South 78750°07° Exst, a2 9.5 fmct passing & PK Nall found for the comar of sald
23.838-ucee iard, and cantinuing in al TOBZ.Y9 fext, slong the south fine of sild League
Line Road same ay said 23.419-3cre bracd, $a & 5/8-nch rom rad found;

THENCE South 77415'32" Eust, 82027 foe?, continulng slong the nosth Fne of xald 23415
aers ek seine o aith fine of Line.Read, to » 5/8-inch kon cod ound, haloy the
torihezat comer of sald 22.415-aere et And o the west ling of the remalnder of 8 called

Vact 3} recarded inder Momigamery County Clerk’s Fle No, 4503572

0033-scre act (st
of thw ONfctal Puldfic Rmcords of Rest P

THENCE Sty $202°42% West, along the commnn Jine of satd mainder wract snd said
23.475acre tract, st 484,50 feel prcsing & %/B-Ench Iror rod kaund, and contfrulng i ali
485,78 feet to & 54-nch Yran rod with cap stampad "EHLR A, T13-784-4500" 5ot o e
sauth line of mid rewsainder tract, sleo brdny on the nodh ling of » Giifad 1218385012
trait recordad In Volimne 458, Plgu;;! of e Mocigomery Courdy Desd Rozords and the
narth lne of alorementianed 3.4 b

THENCE South 77°02'20" Buit, 214946 Feet alony the mommon line of sld ramximder

oac, il 133.838-acre tact and &ald 23.43-acra bac, b an ko strap found o the et
{ime of Longmire Road, bﬁmmm of sid 1214353 tact and tld
wast eomar of 1 call=d §3.75-were iad rerortied under

23,03-ucre bract and the a

:ﬁnmxm_w Counly Clwrk's File No 9891554 of the Dichal Public kazords of Real
reypety; :

THENCE Soufh 12432'48" West, along tha common Hns of Rid 12153830 tret, xifd

D.CGage sy nid Loognis Roeed, and Longmine Way, siid §3.75-#0w bact,
afcremantionad 33,361-pcrs imct, and afoemantioned 37.55&’&: tract, ad 4203 fesl

. pmn, a Wadnth lron found for the comivon exst eomer sald 23.43-acrs tract, and 1ad

296 mmuiﬂﬂ!ﬂpﬂgglm&d\lmﬂwfm&:hmu
rortheast
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THENCE Nerth 7775349 Wast, 275038 fael, xiong the Eomamen Bne of sald 37.564-acre
tmct and sald 26.5575-acve tuel, 1o 2 12dnch drma rod found for the cosmon wasl comer
of Rid 17564acre tact wnd pld 20587facne tact, befng on the wect line of

aforemersioned 321.470-yere bacy
THENCE South 1175K'58* Wist, 507.45 (eat along the conan Moz of sid 26.551 6-agre
tract and g214 321.470-3cre tast, 0 2 SA4eiock fran plise faend for tha southwest cocner of

tald 26251 h-ucne dact apd the northwast comer of Tha Eslaler of Longmire on Lake
Corroe, plat of which k racorded in Cabinal M, Sheels 828, 334, 038, wd 344 of ihe

Manigomery Cotnty Map Racordy;
THENCE South 11%32'47% West, 141670 feut, along (e common fine of mid 321.470-

acrztrpct 314 ald The Estates of Longmilze on Lake Comvon, 10 2 fence comer an the north
ll:}e;flhnhrmuﬂnud Langmire Way, beleg an the ac of 2 non-fangent curve & the
o,

THENCE i 1 westarly dlivection, along lhe north fing of said Longrilne Wy, the foliewing
#x {6) couses and ditances:

Along the src of sald cxirve 1o the ight Faving 2 mdius of 199056 feet, 2 central angie of
oseznglsv. »u arg langth of 195.2!‘“ fesi, and » chord beadng Marth 74':3'53'”6‘;.51,

18555 feet & a 8/8-hach Jron md found 3t & polnl of revarse curvabine;

Alang tre s of 521 corve 1o the Ik Kiving & rudlus of 224,29 fest, & oxniral argle of
T4IY/08 s arc fanpth of 20647 fem, and & chord beardng North 70°53135" West,

fast Ib 2 §/8-inch iron rod found st a polnt bf reverss curvatueg
Alotiy the xee ol satd curva to the fight kavisg ¥ i of 7459.51 s, v centrm] 2ngia of
n;-;g‘xsv. m oare of 19520 Jest, anct » hord bearlng Noyth B2°27'44* Wy,
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Exhibit D

ASSIGNMENT OF UTILITY SERVICES AND DEVELOPMENT AGREEMENT BETWEEN
THE CITY OF CONROE, TEXAS,
DAVID B. HENDRICKS AND HOUSTON INTERCONTINENTAL

TRADE CENTER, L.P.
(ON BEHALF OF PROPOSED MONTGOMERY COUNTY MUNICIPAL
UTILITY DISTRICT NO. 126)

1. DAVID B. HENDRICKS and HOUSTON INTERCONTINENTAL TRADE CENTER,
L.P. a Texas limited partnership {collectively. the
"Assignora') hereby assign unto MONTGOMERY COUNTY MUNICIPAL
UTILITY DISTRICT NO. 126 ("Azaignee*) their rights, benefits and
obligations, in and to that certain Utility Sexrvices and
‘Development Agreement between the City of Conxoe, Texas, and the
Assignors, dated March 13, 2008, (the 'Utility Services

Agreement?)

2 This Aseignment is subject to all texrms and provisions of the
Utility Sexvices Agreement and is authorized by Bection 9.06 of

sald Utility Services Agreement.

3 By its execution of this Rssigrment, Assignee accepts the terms
and conditions of the Utility Sexvices Agreement arid agrees to
assume Agsignors' covenants, duties ‘afid cbligations ‘under the
Utility Services Agreement and Asgignors are hereby relesaded from
their gbligations under the.Vtility Services Agreement.

WITNESS THE EXECUTION HEREOF in multiple oxriglnals, this the 30th

day of March, 2011.
-}

DAVID B. HENDRICKS

HOUSTON INTERCONTINENTAL TRADE CENTER,
L.P. a Texas limited partnership

By' REVISTA, Inc. & Texas corporation
and 1ts Gemeral Partner

By __ WV@

SR Michael P. Barei
President
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MONTGOMERY COUNTY MUNICIPAL
UTILITY DISTRICT NO. 126

y Cillfee, JPresident

Board of Directors
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Montgomery County MUD No. 126

FYE 2017 Proposed Budget
11 Months 12 Months FYRE 2016 FYE 2017
Income Aug - June 16 A lized Adoptcd Budget Proposed Budget
14001 - Developer Advance - D R Horton $ 193,000 193,000 " 22,880
14110 + Water - Customer Service Revemie 96,880 105,688 43,699 116,000
14112 « Suzface Water Revenue 31,475 36,475 18,386 60,000
14125 - Lone Star Fec 474 574 553 1,200
14140 Commection Fees 1,625 1,773 0 2,000
14150 * Tap Connections 72,020 72,020 65,700 72,000
14210 - Sewer - Customer Service Revenue 46,006 50,189 47,952 55,000
14220 ' Inspection Fees 9,600 9,600 38,880 9,500
14310 : Penalties & Ymicrest 7,820 8,531 3,318 5,000
14330 - Misccilancons Income 557 557 0 1,000
14350 - Maintenance Tax Collections 111,500 111,500 135,000 110,000
14360 - Greas : Teap 400 500 0 1,200
14390 - Interest Eamed on Checking 61 67 50 75
Total Income $ 571419 $ 590,473 $ 353,538 $ 459,855
Expense
16005 - Operations - Water $ 12,303 13,421 20,000 $ 6,000
16050 - Administrative Fees 1,757 2,057 0 3,600
16110 - Tap Conncction Expense 26,146 26,146 38,400 30,000
16115 - Lonestar Ground Watct Fee 1,158 1,264 238 1,200
16120 - Surface Water Fec 55,024 60,026 18,386 60,000
16125 - Purchased Water Fee 59,763 65,196 22,118 75,000
16130 - Maintenance & Repairs - Water 8,136 10,636 4,000 16,000
16131 « Wate: Disteibution Repairs 1,920 1,920 Q 6,000
16150 - Laboratory Expensc - Water 3,141 3,641 0 4,000
16180 - Reconnections 390 490 0 650
16210 * Inspection Expensc 5,370 5,370 9,600 16,000
16220 ' Puschase Sewer Seevic : from City 406,084 50,274 23,501 50,000
16230 ' Maintrnance & Repairce - Sewer 0 0 5,000 6,000
16312 + Meter Replacement 0 0 3,000 0
16330 - Legal Fees 147,531 160,943 75,000 75,000
16340 ' Auditing Fees 6,500 6,500 5,000 6,500
16350  Enginecring Fecs 14,428 15,739 18,000 18,000
16380 - Permit Expensc o 0 0 1,000
16420 - Service Account Collection 1,000 1,300 600 3,600
16430 - Bookkeeping Fees 19,223 20,970 10,000 22,000
16450 ' Legal Notices & Other Publications 123 123 250 200
16460 - Printing & Office Supplies 3,153 3,440 2,000 4,000
16470 - Filing Fees 358 391 700 375
16480 - Delivery Expense 1,069 1,166 1,000 1,200
16520 * Postage 427 517 120 1,080
16530 - Insusance & Surety Bond 2,177 2,177 4,000 2,500
16540 - Travel Expense 525 700 70 750
16560 - Miscellaneous Expence 2,007 2,189 2,500 2,200
16565 - Aqua's CCN Expense 2,910 6,984 0 7,000
16600 - Paysoll Expense 7,266 8,074 8,000 10,000
17000 - Capital Outlay 3,763 3,763 30,000 30,000
Total Expense 433,652 471,655 301,483 459,855
Net Income $ 137,766 $ 118,818 $ 52,055 $
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
MONTGOMERY COUNTY, TEXAS
ANNUAL FINANCIAL REPORT

JULY 31, 2015

McCALL GIBSON SWEDLUND BARFOOT PLLC
Certified Public Accountants
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McCALL GIBSON SWEDLUND BARFOOT PLLC

Certified Public Accountants
13100 Wortham Center Drive
Suite 235 111 Congress Avenue
Houston, Texas 77065-5610 Suite 400
(713) 462-0341 Austin, Texas 78701
Fa : (713) 462-2708 (512) 610-2209
E-Mail: ygsb@mgshpllc.com www.nigshpllc.com

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Montgomery County Municipal Utility District No. 126
Montgomery County, Texas

We have audited the accompanying financial statements of the govemmental activities and majot fund of
Montgomery County Municipal Utility District No. 126 (the “District”), as of and for the year ended July
31, 2015, and the related notes to the financial statements, which collectively comprise the District’s basic
financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by manageinent, as well as evaluating the overall presentation of the financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Member of
American Institute of Certified Public Accountanits
Texas Society of Certified Public Accountants
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Board of Directors
Montgomery County Municipal
Utility District No. 126

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the District as of July
31, 2015, and the respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that Management’s
Discussion and Analysis and the Schedule of Revenues, Expenditures, and Changes in Fund Balance —
Budget and Actual — General Fund be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inguiries, the basic financial statements, and other
knowledge we obtained during our aundit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The supplementary information required by the Texas
Commission on Environmental Quality as published in the Water District Financial Management Guide
is presented for purposes of additional analysis and is not a required part of the basic financial statements.
Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The
supplementary information, excluding that portion marked “Unaundited’ on which we express no opinion
or provide any assurance, has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

ML Moo WM PLLC
McCall Gibson Swedlund Barfoot PLLC

Certified Public Accountants

Houston, Texas

December 10, 2015

-2
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2015

Management’s discussion and analysis of Montgomery County Municipal Utility District No.
126’s (the ‘District”) financial performance provides an overview of the District’s financial
activities for the year ended July 31, 2015.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The basic financial statements
include: (1) combined fund financial statements and government-wide financial statements and
(2) notes to the financial statements. The combined fund financial statements and government-
wide financial statements combine both: (1) the Statement of Net Position and Governmental
Fund Balance Sheet and (2) the Statement of Activities and Governmenta] Fund Statement of
Revenues, Expenditures and Changes in Fund Balance. This report also includes other
supplementary information in addition to the basic financial statements.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The District’s annual report includes two financial statements combining the government-wide
financial statements and the fund financial statements. The government-wide portion of these
statements provides both long-term and short-term information about the District’s overall status.
Financial reporting at this level uses a perspective similar to that found in the private sector with
its basis in full accrual accounting and elimination or reclassification of internal activities.

The first of the government-wide statements is the Statement of Net Position. The Statement of
Net Position is the District-wide statement of its financial position presenting information that
includes all of the District’s assets and liabilities, with the difference reported as net position.
Over time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the District as a whole is improving or deteriorating. Evaluation of the
overall health of the District would extend to other non-financial factors.

The government-wide portion of the Statement of Activities reports how the District’s net

position changed during the current year. All current year revenues and expenses are included
regardless of when cash is received or paid.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2015

FUND FINANCIAL STATEMENTS

The combined statements also include fund financial statements. A fund is a grouping of related
accounts that is used to maintain control over resources that have been segregated for specific
activities ‘or objectives. The District has one governmental fund type. The General Fund
accounts for resources not accounted for in another fund, maintenance tax revenues, operating
costs and general expenditures.

Governmental funds are reported in each of the financial statements. The focus in the fund
statements provides a distinctive view of the District’s governmental funds. These statements
report short-term fiscal accountability focusing on the use of spendable resources and balances of
spendable resources available at the end of the current period. They are useful in evaluating
annual financing requirements of the District and the commitment of spendable resources for the
hear-term.

Since the government-wide focus includes the long-term view, comparisons between these two
perspectives may provide insight into the long-term impact of short-term financing decisions.
The adjustments columns, the Reconciliation of the Governmental Fund Balance Sheet to the
Statement of Net Position and the Reconciliation of the Governmental Fund Statement of
Revenues, Expenditures and Changes in Fund Balance to the Statement of Activities explain the
differences between the two presentations and assist in understanding the differences between
these two perspectives.

NOTES TO THE FINANCIAL STATEMENTS

The accompanying notes to the financial statements provide information essential to a full
understanding of the government-wide and fund financial statements.

OTHER INFORMATION
In addition to the financial statements and accompanying notes, this report also presents certain

required supplementary information (“RSI”). A budgetary comparison schedule is included as
RSI for the General Fund.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2015

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of the District’s financial position. In the
case of the District, liabilities exceeded assets by $428,158 as of July 31, 2015.

The following table provides a summary of the Statement of Net Position as of July 31, 2015:

Summary of the
Statement of Net Position
2015

Current and Other Assets $ 37,141
Capital Assets (Net of Accumulated

Depreciation) 2,537,066

Total Assets $ 2,574,207
Due to Developer $ 2,942,737
Other Liabilities 59,628

Total Liabilities $ 3,002,365
Net Position:

Net Investment in Capital Assets $ (1,171)

Unrestricted (426,987)

Total Net Position 3 (428,158)

The following table provides a summary of the District’s operations for the year ended July 31,
2015. The District’s net position decreased by $89,079.

Suminary of the
Statement of Activities
2015

Revenues:

Property Taxes $ 22,157

Charges for Services 162,454

Other Revenues 474
Total Revenues $ 185,085
Expenses for Services 274,164
Change in Net Position $ (89,079)
Net Position, Beginning of Year {339,079)
Net Position, End of Year $ (428,158)
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2015

FINANCIAL ANALYSIS OF THE DISTRICT’S GOVERNMENTAL FUND

The General Fund fund balance as of July 31, 2015, was a deficit of $22,487. a decrease of
$7,908 from the prior year,

GENERAL FUND BUDGETARY HIGHLIGHTS

The Board of Directors amended the budget during the current fiscal year. Actual revenues were
$54,167 more than budgeted revenues primarily due to higher than anticipated water service and
tap fee revenues than were anticipated. Actual expenditures were $77,201 more than budgeted
expenditures primarily due to higher than anticipated professional feés, confracted services,
purchased water/water authority fees and capital costs.

CAPITAL ASSETS

Capital assets as of July 31, 2015, total $2,537,066 (net of accumulated depreciation) and include
water, wastewater and drainage systems. Significant capital asset activity during the current
fiscal year included engineering and construction costs for water, wastewater and drainage
facilities for Water Crest, Sections 1, 2 and 3, Water Crest Parkway and Water Crest sanitary
sewer extension.

Capital Assets At Year-End, Net of Accumulated Depreciation

2015
Capital Assets, Net of Accumulated
Depreciation:
Water System $ 576,144
Wastewater System 665,141
Drainage System 1,295,781
Total Net Capital Assets T8 2,537,066

AT-MCMUD 126 000267



MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JULY 31, 2015

LONG-TERM DEBT ACTIVITY

As of the end of the current fiscal year, the District did not have any long-term debt with the
exception of amounts due to the developer. See Note 8.

CONTACTING THE DISTRICT’S MANAGEMENT

This financial report is designed to provide a general overview of the District’s finances.
Questions concerning any of the information provided in this report or requests for additional
information should be addressed to Montgomery County Municipal Utility District No. 126, ¢/o
Schwartz, Page & Harding, L.L.P. 1300 Post Oak Boulevard, Suite 1400, Houston, Texas
77056.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
STATEMENT OF NET POSITION AND
GOVERNMENTAL FUND BALANCE SHEET

JULY 31, 2015
Statement of
General Fund Adjustments Net Position

ASSETS

Cash $ 29,091 b $ 29,091

Receivables:

Service Accounts 8,050 8,050
Capital Assets (Net of Accumulated
Depreciation) 2,537,066 2,537,066

TOTAL ASSETS $ 37,141 $ 2537066 § 2,574,207
LIABILITIES

Accounts Payable $ 43,128 $ b 43,128

Unearmned Tap Revenue 15,300 15,300

Due to Developers 2,942,737 2,942,737

Security Deposits 1,200 1,200
TOTAL LIABILITIES $ 59,628 $ 2942737 -§ 3,002,365
FUND BALANCE (DEFICIT)

Unassigned $ (22487 §$ 22487 § -0-
TOTAL LIABILITIES AND FUND BALANCE b 37,141
NET POSITION

Net Investment in Capital Assets $ 1,171y  $ 1,171

Unrestricted (426,987 (426,987)
TOTAL NET POSITION $ (428,158) $ (428,158)

The accompanying notes to the financial
statements are an integral part of this report.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
RECONCILIATION OF THE GOVERNMENTAL FUND BALANCE SHEET
TO THE STATEMENT OF NET POSITION
JULY 31, 2015

Total Fund Balance Governmental Fund 5 (22,487)

Amounts reported for governmental activities in the Statement of Net Position are
different because:

Capital assets in governmental activities are not cutrent financial resources and,
therefore, are not reported as assets in the governmental funds. 2,537,066

Certain liabilities are not due and payable in the current period and, therefore, are not
reported as liabilities in the governmenta] funds. These Jiabilities at year end consist

of:
Due to Developer (2,942,737)
Total Net Position - Governmental Activities $ (428,158)

The accompanying notes to the financial
statements are an integral part of this report.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO 126
STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED JULY 31, 2015

Statement of
General Fund Adjustments Activities
REVENUES ’ i
Property Taxes $ 22,157 § $ 22,157
Water Service 29,656 29,656
Wastewater Service 12,180 12,180
Regional Water Authority Fees 404 404
Penalty and Interest 1,112 1,112
Tap Connection and Inspection Fees 119,102 119,102
Miscellaneous Revenues 474 474
TOTAL REVENUES $ 185,085  § 0 $ 185,085
EXPENDITURES/EXPENSES “
Service Operations:
Professional Fees $ 111,627 $ $ 111,627
Contracted Services 37,356 37,356
Purchased Water Service/Water Authority Fees 32,240 32,240
Repairs and Maintenance -8,355 8,355
Depreciation ) 29,386 29,386
Other 55,200 55,200
Capital Outlay 28,215 (28,215
TOTAL EXPENDITURES/EXPENSES $ 272,993 % 1,171 $ 274,164
EXCESS (DEFICIENCY) OF REVENUES OVER
EXPENDITURES/EXPENSES b (87.908) § (1,171) § (89,079)
OTHER FINANCING SOURCES (USES)
Developer Advances $ 80,000 § .(80,000) $ -0-
NET CHANGE IN FUND BALANCE $ (7,908) 7908 §
CHANGE IN NET POSITION (89,079) (89,079)
FUND BALANCE (DEFICIT)/NET POSITION
AUGUST 1, 2014 (14,579) ~(324,500) (339,079
FUND BALANCE (DEFICIT)/NET POSITION
JULY 31, 2015 $ (22,487) § (405,671) § (428,158)

The accompanying hotes to the financial
statements are an integral part of this report.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
RECONCILIATION OF THE GOVERNMENTAL ¥UND STATEMENT OF
REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JULY 31, 2015

Net Change in Fund Balance Governmental Fund

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

Governmental funds do not account for depreciation. However, in the Statement of
Net Position, capital assets are depreciated and depreciation expense is recorded in
the Statement of Activities.

Governmental funds report capital expenditures as expenditures in the period
purchased. However, in the Statement of Net Position, capital assets are increased
by new purchases and the Statement of Activities is not affected.

Governmental funds report developer advances as other financing sources.
However, in the Statement of Net Position, developer advances, net any amount
paid to the developer, are recorded as a liability.

Change in Net Position Governmental Activities

The accompanying notes to the financial
statements are an integral part of this report.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
NOTES TO THE FINANCIAL STATEMENTS
JULY 31,2015

NOTE 1. CREATION OF DISTRICT

Montgomery County Municipal Utility District No. 126 of Montgomery County, Texas (the
‘District”™) was created on November 20, 2008, by an Order of the Texas Commission on
Environmental Quality (the ‘Commission™). Pursuant to the provisions of Chapters 49 and 54 of
the Texas Water Code, the District is empowered to purchase, operate and maintain all facilities,
plants, and improvements necessary to provide water, sanitary sewer service, storm sewer
drainage, irrigation, roads, solid waste collection and disposal, including recycling, and to
construct parks and recreational facilities for the residents of the District. The District is also
empowered to contract for or employ its own peace officers with powers to make arrests and to
establish, operate and maintain a fire department to perform all fire-fighting activities within the
District. The Board of Directors held its organizational meeting on February 20, 2009.

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America as promulgated by the
Governmental Accounting Standards Board (“GASB”). In addition, the accounting records of
the District are maintained generally in accordance with the Water District Financial
Management Guide published by the Commission.

The District is a political subdivision of the State of Texas governed by an elected board. GASB
has established the criteria for determining whether or not an entity is a primary government or a
component unit of a primary government. The primary criteria are that it has a separately elected
governing body, it is legally separate, and it is fiscally independent of other state and local
governments. Under these criteria, the District is considered a primary government and is not a
component unit of any other government. Additionally. no other entities meet the criteria for
inclusion in the District’s financial statement as component units.

Financial Statement Presentation

These financial statements have been prepared in accordance with GASB Codification of
Governmental Accounting and Financial Reporting Standards Part II, Financial Reporting.

GASB Codification sets forth standards for external financial reporting for all state and local
government entities, which include a requirement for a Statement of Net Position and a
Statement of Activities. It requires the classification of net position into three components: Net
Investment in Capital Assets; Restricted; and Unrestricted. These classifications are defined as
follows:

12
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
NOTES TO THE FINANCIAL STATEMENTS
JULY 31,2015

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial Statement Presentation (Continued)

o Net Investment in Capital Assets — This component of net position consists of capital
assets, including restricted capital assets, net of accumulated depreciation and reduced by
the outstanding balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improveiments of those assets.

o Restricted Net Position — This component of net position-consists of external constraints
placed on theé use of asscts imposed by creditors (such as‘through debt covenants),
grantors, contributors, or laws or regulation of other governments or constfaints imposed
by law through constitutional provisions or enabling legislation.

¢ Unrestricted Net Position — This component of net position consists of assets that do not
meet the definition of Restricted or Net Investment in Capital Assets.

‘When both restricted and unrestricted resources are available for use, generally it is the District’s
policy to use restricted resources first.

Government-Wide Financial Statements

The Statement of Net Position and the Statement of Activities display information about the
District as a whole. The District’s Statement of Net Position and Statement of Activities are
combined with the governmental fund financial statements. The District is viewed as a special-
purpose government and has the option of combining these financial statements.

The Statement of Net Position is reported by adjusting the governmental fund types to report on
the full accrual basis, economic resource basis, which recognizes all long-term assets and
receivables as well as long-term debt and obligations. Any amounts recorded due to and due
from other funds are eliminated in the Statement of Net Position.

The Statement of Activities is reported-by adjusting the governmental fund types to report only
items related to current year revenues and expenditures. Items such as capital outlay are
allocated over their estimated useful lives as depreciation expense.

Fund Financial Statements

As discussed above, the District’s fund financial statements are combined with the government-
wide statements. The fund statements include a Balance Sheet and Statement of Revenues,
Expenditures and Changes in Fund Balance.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2015

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Governmental Fund
The District has one governmental fund and considers it to be a major fund.

General Fund To account for resources not required to be accounted for in another fund,
maintenance tax revenues, operating costs and general expenditures.

Basis of Accounting

The District uses the modified accrual basis of accounting for governmental fund types. The
modified accrual basis of accounting recognizes revenues when both ‘measurable and available.
Measurable means the amount can be determined. Available means collectable within the
current period or soon enough thereafier to pay current liabilities. The District considers
revenues reported in the governmental funds to be available if they are collectable within sixty
days after year end. Also, under the modified accrual basis of accounting, expenditures are
recorded when the related fund liability is incurred, except for principal and interest on long-term
debt, which are recognized as expenditures when payment is due.

Property taxes considered available by the District and included in revenue include the taxes
collected during the year and taxes collected after year-end, which were considered available to
defray the expenditures of the current year. Deferred tax revenues are those taxes which the
District does not reasonable expect to be collected soon enough in the subsequent period to
finance current expenditures.

Amounts transferred from one fund to another fund are reported as other financing sources or
uses. Loans by one fund to another fund and amounts paid by one fund for another fund are
reported as interfund receivables and payables in the Governmental Funds Balance Sheet if there
is intent to repay the amount and if the debtor fund has the ability to repay the advance on a
timely basis.

Capital Assets

Capital assets, which include property. plant, equipment, and infrastructure assets, are reported in
the government-wide Statement of Net Position. All capital assets are valued at historical cost or
estimated historical cost if actual historical cost is not available. Donated assets are valued at
their fair market value on the date donated. Repairs and maintenance are recorded as
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2015

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Capital Assets. (Continued)

expenditures in the governmental fund incurred and as an expense in the government-wide
Statement of Activities. Capital asset additions, improvements and preservation costs that extend
the Jife of an asset are capitalized and depreciated over the estimated useful life of the asset.
Interest costs, including developer interest, engineering fees and certain other costs are
capitalized as part of the asset.

Assets are capitalized, including infrastructure assets, if they have an original cost greater than
$5,000 and a useful life over two years. Depreciation is calculated on each class of depreciable
property using the straight-line method of depreciation. Estimated useful lives are as follows:

Years
Water System 10-45
Wastewater System 10-45
Storm Drainage System 10-45
All Other Equipment 3-20

Budgeting

In compliance with governmental accounting principles, the Board of Directors annually adopts
an unappropriated budget for the General Fund. The budget was amended during the cuirent
fiscal year.

Pensions

A pension plan has not been established. The District does not have employees, except that the.
Internal Revenue Service has determined that directors are considered to be ‘employees’ for
federal payroll tax purposes only.

Measurement Focus

Measurement focus is a term used to describe which transactions are recognized within the
various financial statements. In the government-wide Statement of Net Position and Statement
of Activities, the governmental activities are presented using the economic resources
measurement focus. The accounting objectives of this measurement focus are the determination
of operating income, changes in het position, financial position, and cash flows. All assets and
liabilities associated with the activities are reported. Fund equity is classified as net position.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2015

NOTE 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Measurement Focus (Continued)

Governmental fund types are accounted for on a spending or financial flow measurement focus.
Accordingly, only current assets and current liabilities are included on the Balance Sheet, and the
reported fund balances provide an indication of available spendable or appropriable resources.
Operating statements of governmental fund types report increases and decreases in available
spendable resources. Fund balances in governmental funds are classified using the following
hierarchy:

Nonspendable: amounts that cannot be spent either because they are in nonspendable form or
because they are legally or contractually required to be maintained intact. The District does not
have any nonspendable fund balances.

Restricted: amounts that can be spent only for specific purposes because of constitutional
provisions, or enabling legislation, or because of constraints that are imposed externally.

Committed: amounts that can be spent only for purposes determined by a formal action of the
Board of Directors. The Board is the highest level of decision-making authority for the District.
This action must be made no later than the end of the fiscal year. Commitments may be
established, modified, or rescinded only through ordinances or resolutions approved by the
Board. The District does not have any committed fund balances.

Assigned: amounts that do not meet the criteria to be classified as restricted or committed, but
that are intended to be used for specific purposes. The District has not adopted a formal policy
regarding the assignment of fund balances and does not have any assigned fund balances.

Unassigned: all other spendable amounts in the General Fund.

When expenditures are incurred for which restricted, committed, assigned or unassigned fund
balances are available, the District considers amounts to have been spent first out of restricted
funds, then committed funds, then assigned funds, and finally unassigned funds.

Accounting Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenditures during the reporting period. Actual results could differ from those estimates.
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MONTGOMERY COUNTY MUN!CIPAL UTILITY DISTRICT NO. 126
NOTES TO THE FINANCIAL STATEMENTS
JULY 31,2015

NOTE 3. LONG-TERM DEBT

As of July 31, 2015, the District has authorized and unissued bonds in the amount of
$41,320,000 for water, wastewater and drainage facilities, authorized and unissued bonds in the
amount of $4,100,000 for recreational facilities, authorized and unissied bonds in the amount of
$6,000,000 for roads, and authorized and unissued refunding bonds in the amount of
$51,420,000.

NOTE 4. DEPOSITS AND INVESTMENTS

Deposits

Custodial credit risk is the risk that, in the event of the failure of a depository financial
institution, a government will not be able to recover deposits or will not be able to, recover
collateral securities that are in the possession of an outside party. The District’s deposit policy
for custodial credit risk requires compliance with the provisions of Texas statutes.

Texas statutes require that any cash balance in any fund shall, to the extent not insured by the
Federal Deposit Insurance Corporation or its successor, be continuously secured by a valid
pledge to the District of securities eligible under the laws of Texas to secure the funds of the
District, having an aggregate market value, including accrued interest, at all times equal to the
uninsured cash balance in the fund to which such securities are pledged. At fiscal year-end, the
carrying amount of the District’s deposits was $29,091 and the bank balance was $29,230. All
of the bank balance was covered by federal depository insurance. The carrying values of the
deposits are included in the Governmental Fund Balance Sheet and the Statement of Net Position
at July 31; 2015, as listed below: '

Cash
DEPOSITS GENERAL FUND $ 29,091

Investments

Under Texas law, the District is Tequired to invest its funds under written investment policies that
primarily emphasize safety of principal and liquidity and that address investment diversification,
yield, maturity, and the quality and capability of investment management, and all District funds
must be invested in accordance with the following investment objectives: understanding the
suitability of the investment to the District’s financial requirements, first; preservation and safety
of principal, second; liquidity, third; marketability of the investments if the need arises to
liquidate the investment before maturity, fourth; diversification of the investment portfolio, fifth;
and yield, sixth. The District’s investments must be made ‘with judgment and care, under
prevailing circumstdnces, that a person of prudence, discretion, and intelligence would exercise
in the management of the person’s own affairs, not for speculation, but for investment,
considering the probable safety of capital and the probable income to be derived. No person
may invest District funds without express written authority from the Board of Directors.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2015

NOTE 4. DEPOSITS AND INVESTMENTS (Continued)
Investments (Continued)

Texas statutes include specifications for and limitations applicable to the District and its
authority to purchase investments as defined in the Public Funds Investment Act. Authorized
investments are summarized as follows: (1) obligations of the United States or its agencies and
instrumentalities, (2) direct obligations of the State of Texas or its agencies and instrumentalities,
(3) certain collateralized mortgage obligations, (4) other obligations, the principal of and interest
on which are unconditionally guaranteed or insured by the State of Texas or the United States or
its agencies and instrumentalities, including obligations that are fully guaranteed or insured by
the Federal Deposit Insurance Corporation or by the explicit full faith and credit of the United
States, (5) certain A rated or higher obligations of states, agencies, counties, cities, and other
political subdivisions of any state, (6) bonds issued, assumed or guaranteed by the State of Israel,
(7) insured or collateralized certificates of deposit, (8) certain fully collateralized repurchase
agreements secured by delivery, (9) certain bankers’ acceptances with limitations, (10)
commercial paper rated A-1 or P-1 or higher and a maturity of 270 days or less, (11) no-load
money market mutual funds and no-load mutual funds with limitations, (12) certain guaranteed
investment contracts, (13) certain qualified governmental investment pools and (14) a qualified
securities lending program.

As of July 31, 2015, the District had no investments.

NOTE 5. CAPITAL ASSETS
Capital asset activity for the year ended July 31, 2015:

August 1, July 31,
2014 Increases Decreases 2015

Capital Assets Subject

to Depreciation

Water System $ h) 583,663 $ $ 583,663

Wastewater System 672,361 672,361

Drainage System 1,310,428 1,310,428
Total Capital Assets

Subject to Depreciation $§ 0 $§ 2566452 § 0O $ 2566452
Accumulated Depreciation

Water System 3 $ 7,519 3 $ 7,519

Wastewater System 7,220 7,220

Drainage System 14,647 14,647
Total Accumulated Depreciation 3 _ 0 $ 2938 § 0 3 29,386
Total Depreciable Capital Assets, Net of

Accumulated Depreciation $ 0 $ 2,537,066 s 0 $ 2,537,066

18

AT-MCMUD 126 000280



MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
NOTES TO THE FINANCIAL STATEMENTS
JULY 31,2015

NOTE 6. MAINTENANCE TAX

On May 9, 2009, the voters of the District approved the levy and ‘collection of a maintenance tax
not to exceed $1.50 per $100 of assessed valuation of taxable property within the District. This
maintenance tax is to be used by the General Fund to pay expenditures of operating the District’s
waterworks and wastewater system. During the year ended July 31, 2015, the District levied an
ad valorem maintenance tax rate of $0.90 per $100 of assessed valuation, which resulted in a tax
levy of $22,157 on the adjusted taxable valuation of $2,461,900 for the 2014 tax year.

On May 9, 2009, the voters of the District approved the levy and collection of a maintenance tax
not to exceed $0.10 per $100 of assessed valuation of taxable property within the District to be
used by the General Fund to pay expenditures for maintenance and other authorized purposes
related to recreational facilities. As of the end of the current fiscal year, the District has not yet
levied this particular tax.

Levy Date October 1, or as soon thereafter as practicable.
Lien Date January 1.
Due Date Not later than January 31.

Delinquent Date ~ February 1, at which time the taxpayer is liable for penalty and interest.

NOTE 7. UTILITY SERVICES AND DEVELOPMENT AGREEMENT

On March 13, 2008, and as supplemented on November 8, 2012, the District entered into the
Utility Services and Development Agreement with the City of Conroe (the ‘City”). Pursuant to
this agreement, the City agreed to consent to the creation of the District within its city limits.
The District is responsible for acquiring and constructing the water distribution, wastewater
collection and drainage facilities (the ‘facilities™) to serve development within the District.

The agreement provides that the facilities shall be designed and constructed in accordance with
the City’s requirements. The City agreés to provide the District with its ultimate requirements
for water supply capacity and wastewater treatment capacity without charging the District any
type of capital charge.

In accordance with the agreement, the City is to provide water supply and wastewater services to
the District at rates established by the City for general application to commercial customers of
the City.

In accordance with the agreement, the District is authorized to issue bonds for the purpose of
financing the construction and acquisition of the facilities. Prior to issuing any bonds, the
District must provide the City with a copy of the Commission order authorizing the issuance of
the bonds and such order must provide that under the Commission rules governing the issuance
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2015

NOTE 7. UTILITY SERVICES AND DEVELOPMENT AGREEMENT (Continued)

of bonds it is feasible to sell the bonds at a District tax rate that does not exceed $0.90 per $100
of assessed valuation. The agreement provides that such condition is not a limitation on the
District’s authority to levy an unlimited tax and that the District’s bonds are secured by a pledge
of the proceeds of an ad valorem tax without limit as to rate or amount.

The agreement provides that the City will pay an annual rebate to the District. The annual rebate
is equal to the total assessed value in the District for the given year multiplied by the portion of
the City’s tax rate that is atfributable to water, sewer and drainage facilities, This annual rebate
is to be deposited into the District’s Debt Service Fund.

The term of the agreement is the earlier of the dissolution of the District by the City or 40 years.
The City’s right to dissolve the District is restricted per the agreement. Under the terms of the
agreement, the City agrees that it will not dissolve the District until 90% of the District’s
facilities have been developed and the Developers have been reimbursed for advancing funds to
construct the facilities to the maximum extent permitted by the rules of the Commission or the
City assumes any obligations for such payment by the District under such rules.

NOTE 8. UNREIMBURSED DEVELOPER COSTS

The District has executed developer financing agreements with Developers within the District.
The agreements call for the Developers to fund costs associated with water, sewer, and drainage
facilities until such time as the District can sell bonds. As reflected in the Statement of Net
Position, $2,538,237 has been recorded as a liability for facilities financed by Developers.
Reimbursement to the Developers will come from future bond sales.

A Developer has also advanced money to the District’s General Fund in order for the District to
meet its ongoing financial obligations. The Developer has made operating advances of $404,500
to help cover the operating deficits, of which $80,000 was advanced during the current fiscal
year. The District has recorded a liability for this amount in the Statement of Net Position at July
31, 2015.

NOTE 9. RISK MANAGEMENT

The District is exposed to various risks of loss related to torts, theft of, damage to and destruction
of assets, error and omission, and natural disasters for which the District carries commercial
insurance. There have been no significant reductions in coverage from the prior year and
settlements have not exceeded coverage in the past three years.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
NOTES TO THE FINANCIAL STATEMENTS
JULY 31, 2015

NOTE 10. ECONOMIC DEPENDENCY AND DEFICIT FUND BALANCE

The District has experienced operating deficits and is dependent on operating advances to be
made to meet its’ financial obligations during the startup period. The District has recorded a
deficit fund balance in the General Fund of $22,487. The District expects the deficit to be
alleviated as growth in the number of residents and the accompanying tax base continues.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE BUDGET AND ACTUAL GENERAL FUND
FOR THE YEAR ENDED JULY 31, 2015

Variance
Original Amended and Positive
Budget Final Budget Actual (Negative)
REVENUES

Property Taxes $ 23,000 $ 21,049 $ 22,157 $ 1,108

Water Service 8,497 8,497 29,656 21,159

Wastewater Service 9,324 9,324 12,180 2,856

Regional Water Authority Fee 3,575 3,575 404 (3,171)

Penalty and Interest 645 645 1,112 467

Tap Connection and Inspection Fees 97,680 87,600 119,102 31,502

Miscellaneous Revenues 228 228 474 246
TOTAL REVENUES $ 142949 $ 130,918 $ 185,085 $ 54,167
EXPENDITURES

Services Operations:

Professional Fees $ 95000 $ 97.000 $ 111,627 $ (14,627)
Contracted Services 21,200 23,600 37,356 (13,756)
Purchased Water Service/Water Authority Fees 8,064 8,064 32,240 (24,176)
Purchased Wastewater Service 4,570 4,570 4,570
Repairs and Maintenance 15,000 9,000 8,355 645
Other 53,558 53,558 55,200 (1,642)

Capital Outlay 28,215 (28,215)
TOTAL EXPENDITURES $ 197,392 $ 195,792 $ 272993 $ (77,201
EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITURES $§ (54443) § (643874) $ (87,908) $ (23,034)
OTHER FINANCING SOURCES(USES)

Developer Advances $ 54,443 $ 64,874 $ 80,000 $ 15,126
NET CHANGE IN FUND BALANCE $ -0- $ -0 $ (7.908) $§  (7,908)
FUND BALANCE - AUGUST 1, 2014 (14,579 {14,579) (14,579)

FUND BALANCE . JULY 31, 2015 $ (14,579 $ (14579 $  (22487) §  (7,908)

See accompanying independent auditor’s report.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
SERVICES AND RATES
FOR THE YEAR ENDED JULY 31, 2015

1. SERVICES PROVIDED BY THE DISTRICT DURING THE FISCAL YEAR:

X Retail Water Wholesale Water X Drainage
X Retail Wastewater Wholesale Wastewater Irrigation
Parks/Recreation Fire Protection Security
Solid Waste/Garbage Flood Control Roads
Participates in joint venture, regional system and/or wastewater service (other than
emergency interconnect)
Other (specify):

2. RETAIL SERVICE PROVIDERS
a. RETAIL RATES FOR A 3/4” METER (OR EQUIVALENT):
Based on the rate order effective June 19, 2014,

Flat Rate per 1,000

Minimum Minimum Rate Gallons over
Charge Usage Y/N Minimum Use Usage Levels

WATER: $ 30.00 3,000 N $3.08 3,001 to 15,000
$3.66 15,001 to0 25,000
$4.18 25,001 to 35,000
$7.32 35,001 and above

WASTEWATER: $ 21.00 3,000 N $3.55 3,001 and above

SURCHARGE: $  2.16 per 1,000 gallons $2.16 per 1,000

District employs winter averaging for wastewater usage? X

Yes No

Total monthly charges per 10,000 gallons usage: Water: $51.56 Wastewater: $45.85 Surcharge: $21.60

See accompanying independent auditor’s report,
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO: 126
SERVICES AND RATES
FOR THE YEAR ENDED JULY 31, 2015

2.  RETAIL SERVICE PROVIDERS (Continued)

b. WATER AND WASTEWATER RETAIL CONNECTIONS: (Unaudited)
Total Active ESFC Active
Meter Size Connections Connections Factor ESFCs
Unmetered x1.0
< x 1.0
I’ x2.5
1% x5.0
2 x 8.0
3 x 15.0
4s - X 25.0
6 X 500
8 X 80.0
107 x1 150
Total Water Connections ¥ *
Total Wastewater Connections * * x1.0

3. TOTAL WATER CONSUMPTION DURING THE FISCAL YEAR ROUNDED TO
THE NEAREST THOUSAND: *

* Information unavailable at time of audit.

See accompanying independent auditor’s feport,
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
SERVICES AND RATES
FOR THE YEAR ENDED JULY 31, 2015

STANDBY FEES (authorized only under TWC Section 49.231):

Does the District have Debt Service standby fees? Yes  No_X
Does the District have Operation and Maintenance standby fees? Yes =~ No _X
L.OCATION OF DISTRICT:

Is the District located entirely within one county?

Yes X No

County in which District is located:

Montgomery County, Texas

Is the District located within a city?

Entirely _ X  Partly ___ Notatall
City in which District is located:

Conroe, Texas.
Are Board Members appointed by an office outside the District?

Yes No X

See accompanying independent auditor’s report.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
GENERAL FUND EXPENDITURES
‘FOR THE YEAR ENDED JULY 31, 2015

PROFESSIONAL FEES:

Engineering $ 14,584

Legal 97,043
TOTAL PROFESSIONAL FEES 5 111,627
PURCHASED SERVICES FOR RESALE:

Purchased Water Service/Water Authority Fees $ 32,240
CONTRACTED SERVICES:

Appraisal District $ 17

Bookkeeping 9,585

Operations and Billing 24,000

Tax Collector 3,600
TOTAL CONTRACTED SERVICES $ 37,356
REPAIRS AND MAINTENANCE $ 8,355
ADMINISTRATIVE EXPENDITURES:

Director Fees $ 6,450

Insurance 3,768

Office Supplies and Postage 1,620

Payroll Taxes 493

Travel and Meetings 64

Other 1,730
TOTAL ADMINISTRATIVE EXPENDITURES $ 14,125
CAPITAL OUTLAY $ 28,215
TAP CONNECTIONS $ 38,420
OTHER EXPENDITURES:

Permit Fees $ 209

Other 2,446
TOTAL OTHER EXPENDITURES $ 2,655
TOTAL EXPENDITURES $ 272,993

See accompanying independent auditor’s report.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
TAXES LEVIED AND RECEIVABLE
FOR THE YEAR ENDED JULY 31, 2015

Maintenance Taxes

TAXES RECEIVABLE
AUGUST 1, 2014 $
Adjustments to Beginning
Balance $ -0-

Original 2014 Tax Levy $ 22,157

Adjustment to 2014 Tax Levy 22,157
TOTAL TO BE

ACCOUNTED FOR $ 22,157

TAX COLLECTIONS:
Prior Years $
Current Year 22,157 22,157

TAXES RECEIVABLE
JULY 31,2015 $ 0

See accompanying independent auditor’s report,

29 AT-MCMUD 126 000294



THIS PAGE INTENTIONALLY LEFT BLANK

AT-MCMUD 126 000295



MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
TAXES LEVIED AND RECEIVABLE
FOR THE YEAR ENDED JULY 31, 2015

2014
PROPERTY VALUATIONS:

Land $ 3,448,160

Improvements 6,460

Exemptions (992,720)
TOTAL PROPERTY

VALUATIONS $ 2,461,900
TAX RATES PER $100

VALUATION:

Maintenance $ 0.90
ADJUSTED TAX LEVY* $ 22,157
PERCENTAGE OF TAXES

COLLECTED TO TAXES

LEVIED 100.00 %

* Based upon the adjusted tax levy at the time of the audit for the fiscal year in which the tax
was levied.

Maintenance Tax — Maximum tax rate of $1.50 per $100 of assessed valuation approved by
voters on May 9, 2009.

See accompanying independent auditor’s report.
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
COMPARATIVE SCHEDULE OF REVENUES AND EXPENDITURES
GENERAL FUND FIVE YEARS

REVENUES
Property Taxes
Water Service
Wastewater Service
Regional Water Authority Fees
Penalty and Interest
Tap Connection and Inspection Fees
Miscellaneous Revenues

TOTAL REVENUES

EXPENDITURES
Professional Fees
Contracted Services
Purchased Water Service/Water Authority Fees
Repairs and Maintenance

Other
Capital Outlay

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Developer Advances

NET CHANGE IN FUND BALANCE

BEGINNING FUND BALANCE

ENDING FUND BALANCE

TOTAL ACTIVE RETAIL WATER
CONNECTIONS

TOTAL ACTIVE RETAIL WASTEWATER
CONNECTIONS

*  First year audit.
*¥*  Information unavailable at time of audit.

See accompanying independent auditor’s report.
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Amounts

2015*% .

2014

2013

22,157
29,656
12,180
404
1,112
119,102
474

185,085

111,627
37,356
32,240

8,355
55,200
28,215

272,993

(87,908)

80,000

(7,908)

(14,579)

(22,487)

$

N/A

3 NA

**

N/A

N/A

*¥

N/A

N/A
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Percentage of Total Revenue

2012 2011 2015* 2014 2013 2012 2011
$ 12.0 %
16.0
6.6
0.2
0.6
64.3
0.3
$ 100.0 %
$ 60.3 %
20.2
17.4
4.5
29.8
15.2
$ 1474 %
$ (474)% N/A N/A N/A N/A
$
$
5 NA N/A
N/A N/A
N/A N/A

See accompanying independent auditor’s report.
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MONTGOMERY COUNTY MUNICIPAL UTILITY: DISTRICT NO. 126

BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS-
JULY 31,2015

District Mailing Address

¢/o Schwartz, Page & Harding, L.L.P.
1300 Post Oak Boulevard, Suite 1400
Houston, TX 77056

Montgomery County Municipal Utility District No. 126

District Telephone Number (713) 623-4531
Expense
Term of Fees of Office Reimbursements
Office for the year for the year
(Elected or ended ended
Board Members: Appointed) July 31,2015 July 31,2015 . Title
Gary Calfee 05/2012 $ 1,650 $ -0- President
05/2016°
(Elected)
James D. Poole 04/2015 $ 900 5§ -0 Vice
05/2016 President
(Appointed)
Adam Soffar 05/2012 b3 1,050 $ -0 Secretary
05/2016
(Elected)
Dan Dominey 05/2014 $ 1,650 $§ -0 Assistant
05/2018 Secretary
(Elected)
Irving A. Wolf 05/2014 $ 1,200 $ -0 Assistant
05/2018 Secretary
(Elected)
Notes: No Director has any business or family relationships (as defined by the Texas Water Code) with'major

landowners in the District, with the District’s developers or with any of the District’s consultants.

Submission date of most recent District Registration Form (TWC Sections 36.054 and 49.054):

April 24, 2015.

The limit on Fees of Office that a Director may receive during a fiscal year is the maximum amount
allowed by law as set by Board Resolution (TWC Section 49.060) on February 20, 2009. Fees of

Office are the amounts actually paid to a Director during the District’s current fiscal year.

See accompanying independent auditor’s report,
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MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
BOARD MEMBERS, KEY PERSONNEL AND CONSULTANTS

JULY 31,2015
Fees / Compensation
for the year ended
Consultants: Date Hired July 31, 2015 Title
Schwartz, Page & Harding, L.L.P. 02/20/09 $ 100,914 Attorney
MecCall Gibson Swedlund Barfoot PLLC 07/09/15 $ -0- Auditor
Municipal Accounts & Consulting, L.P. 02/20/09 $ 10,524 Bookkeeper
Perdue, Brandon, Fielder, Collins & Mott, 02/13/14 $ -0- Delinquent
L.L.P. Tax Attorney
Edminster, Hinshaw, Russ & Associates, Inc. 02/20/09 $ 14,584 Engineer
First Southwest Company, LLC 02/20/09 $ -0- Financial
Advisor
Mark Burton 02/20/09 $ -0- Investment
Officer
Aqua Texas, Inc, 02/20/09 $ 95,801 Opetator
Assessments of the Southwest 06/07/13 $ 3,625 Tax
Assessor/
Collector

See accompanying independent auditor’s report.
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AN ORDER GRANTING THE PETITION FOR CREATION OF
MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT NO. 126
AND APPOINTING TEMPORARY DIRECTORS

A petition by David B. Hendricks and Houston Intercontinental Trade Center, L.P. (hereafter
‘Petitioners™) was presented to the Executive Director of the Texas Commission on Environmental
Quality (hereafter ‘Commission™) for consideration of approval of the creation of Montgomery
County Municipal Utility District No. 126 (hereafter “District”) pursuant to Article XVI, Section 59
of the TEXAS COoNSTITUTION and TEX. WATER CODE Chapters 49 and 54.

The Commission, after having considered the petition, application material, and
memorandum from the Executive Director dated November 4, 2008 (hereafter ‘Memorandum™),
attached as Bxhibit ‘B, finds that the petition for creation should be approved.

The Commission finds that the creation of the proposed District as set out in the application
is feasible, practicable, and necessary, and would be a benefit to the land to be included in the
proposed District.

The Commission further finds that the proposed District and its system and subsequent
development within the proposed District will not have an unreasonable effect on land elevation,
subsidence, groundwater level within the region, recharge capability of a groundwater source, natural
runoff rates and drainage, water quality, or total tax assessments on all land located within the
proposed District.

All of the land and property proposed may properly be included within the proposed District.

All statutory and regulatory requirements for creation of Montgomery County Municipal
Utility District No. 126 have been fulfilled in accordance with TEX. WATER CODE § 54.021 and 30
TeX. ADMIN. CODE §§ 293.11-293.12.

NOW. THEREFORE, BE IT ORDERED BY THE TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY THAT:

1. The petition for the creation of Montgomery County Municipal Utility District No.
126 is hereby granted.

I heroby eanlfy that this Is 2 trug and Congel
Texas Commisslon on Envircnnients! Qualitye:owme”u“
vGIhIch {s filed tn the parmianant records of the Commission.

#.DEC 02 2008
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2. The District is created under the terms and conditions of Article XV], Section 59 of
the TExAS CONSTITUTION and TEX. WATER CODE Chapter 54.

3. The District shall have, and shall be subject to, all of the rights, duties, powers,
privileges, authority, and functions conferred and imposed by the Commission and the general laws
of the State of Texas relating to municipal utility districts, including road powers wiider TEX, WATER
CODE;§‘§4.234, subject to the requirements of the Commission and general laws of the State of Texas
reliting to the exercise of such powers.

4, The District shall be composed of the area situated wholly within Montgomery
‘County, Texas, described by metes and bounds in Exhibit "A” attached hereto and incorporated
herein for all purposes.

5. The Memorandum dated November 4; 2008, attached as Exhibit ‘B, is hereby
incorporated as part of this Order.

6. The persons listed in Recommendation No. 4 of the Memorandum are hereby named
and appointed as temporary directors and shall, as soon as practicable after the date of entry of this
Order, execute their official bonds and take their official oaths of office. All such bonds shall be
approved by the Board of Directors of the District, and each bond and oath shall be filed with the

District and retained in its records. ,

7 This Order shall in no event be construed as an approval of any proposed agreements
or of any particular items in any documents provided in support of the petition for creation, nor as a
commitment or requirement of the Commission in the fiture to approve or disapprove any particular
items or agreements in future applications submitted by the District for Commission consideration.

8. The Order shall not constitute approval or recoghition of the validity of any provision
in City of Conroe creation consent Ordinance No. 1848-08, effective May 22; 2008, nor arty other
ordinance/resolution incorporated therein by refereice to the extent that such provision exceeds the
authority granted to the City of Conroe by the laws of the State of Texas. ;

9. The Chief Clerk of the Commission shall forward a copy of this Order to all affected
persons.

10.  Ifany provision, sentence, clause, or phrase of this Order is for any reason held to be
invalid, the invalidity of any portion shall not affect the validity of the remaining portions of the

Mo2 U

For the Cominission

IssveDate:  NOY 20 2008
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Exhibit A

METES AND BOUNDS DESCRIPTION
293.49 ACRES iN THE
JAMES EDWARDS SURVEY, ABSTRACT NO, 139 AND THE
ELIJAH COULARD SURVEY, ABSTRACT NO, 7
MONTGOMERY COUNTY, TEXAS

A 293.49-ACRE TRACT OF LAND SITUATED IN THE JAMES EDWARDS SURVEY,
ABSTRACT NO. 180, AND THE ELIJAH COULARD SURVEY, ABSTRACT NO. 7,
MONTGOMERY COUNTY, TEXAS, BEING A PORTION OF THAT CALLED 175.1768-
ACRE TRACT CONVEYED TO HOUSTON INTERNATIONAL TRADE CENTER LP. 8Y
WARRANTY DEED RECORDED UNDER MONTGOMERY COUNTY CLERK'S FILE NO.
2007112579, ALL OF THAT CALLED 23.43-ACRE TRACT CONVEYED TO DAVID
HENDRICKS BY GENERAL WARRANTY DEED WITH VENDOR'S LIEN RECORDED
UNDER MONTGOMERY COUNTY CLERK'S FILE NO, 2006101070, ALL OF THAT
CALLED 37.564-ACRE TRACT CONVEYED TO DAVID HENDRICKS BY SPECIAL
WARRANTY DEED WITH VENDOR'S LIEN RECORDED UNDER MONTGOMERY
COUNTY CLERK’S FILE NG, 2006082871, ALL QF THAT CALLED 33.861-ACRE TRACT
CONVEYED TO HOUSTON INTERCOMNTINENTAL TRADE CENTER, L.P. BY GENERAL
WARRANTY DEED WITH VENDOR'S LIEN RECORDED UNDER MONTGOMERY
COUNTY CLERK'S FILE NO.- 2007009250, AND ALL OF THAT CALLED 23,415-ACRE
TRACT CONVEYED TO HOUSTON INTERNATIONAL TRADE CENTER LP. 8Y
WARRANTY DEED WITH VENDOR'S LIEN RECORDED UNDER MONTGOMERY

{COUNTY CLERK’S FILE NO. 2007112578 ALL OF THE OFFICIAL PUBLIC RECORDS OF

REAL PROPERTY, SAID 293.45-ACRE TRACT BEING MORE PARTICULARLY DESCRIBED
BY METES AND BOUNDS AS FOLLOWS WITH ALL BEARINGS BASED ON THE TEXAS

‘COORDINATE SYSTEM OF 1983, CENTRAL ZONE, AS DETERMINED BY GPS

MEASUREMENTS;

BEGINNING at a 5/8-inch Iron tod found on the north line of Longmire Way {60-foot
right-of-way) recorded under Montgomery County Clerk’s File No. 9536930 of the Official
Publlc Recards of Real Property, belng the southeast comer of Reserve “C” of the Replat of
Longmire on Lake Conros Sections 1 and 2, plat of which Is racorded in Cablnet J, Sheets

161 thry 163 of the Mantgomery County Map Records;

THENCE North 12"45'59° East, along the east line of said Replat of Longmire on Lake
Conroe Sectlons 1 and 2, at 912.84 fest passir:ﬁ the northeast comer of said Repiat of
Longmire on Lake Conror Sections 1 and 2 and the southeast carner of Longmire on Lake
Conros Section 3, plat of which ls recorded $n Cablnet 1, Shesls 59 thru 65 of the
Montgomery County Map Records, snd contoulng in all 1255.98 faet o a 5/8-inch kon
rod found for the northeast coner of sald Longmire an Lake Consos Section 3;

THENCE North 77°12'18° Wesl, 1616.63 {eet, along the north line of sald Longmire on
Lake Conroe Section 3, 1o a 5/8-Inch fron vod with cap stamped “EH.R.&A, 713.784-
45007 set for an Interior carner of sald Longmire on Lake Conroe Section 3;

THENCE North 11°56'28" East, 565,74 feel, along an interior line of said Longmire on Lake
Conros Section 3, to a8 5/8-Inch lron rod found for the northeast comner of Reserve *D¥ of
sald Longmire on Lake Conroe Section 3, belng on the 201-foot contour line;

THENCE along the 201-foot contour line, the followlng Gity {50} courses and distances:
South B7*23'59" Eas), 33.75 feel o 3 polny;
Norh 60°22'00" Easl, 14.06 feet to a point;
South B8*53*57" East, 14.40 fees to a poini;
South 44°41°08" East, 14.73 feet to 3 polny;
South 25°42°16" East, 23.63 et io & polnk;
South 21%31'26" East, 48,80 fest 1o a polnt;
South 24*18'55* East, 36.65 feel to a poink .

29349 Acres

James Edwards Suevay, A-19D
Elijsh Collard Sucvey, A7
Page 1 olS
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(n
(12)
{13)
(14
{15)
{18)
(12
(18)
{19
(20
{21}
(22)
(23)
(24
(25)
{26)
(27)
(28)
129}
{30)
€))
(32)
(33}
{34)
(35)
{36)
37)
(38)
39
{40)
(41)
{42)

South 23°02'23" Easl, 43,46 feet to & polny
South 32°41°37* East, 41,56 feel to a poing
South 35°04'34" East, 23.02 feet (o a polnl;
South 43°05'41" Easl, 23.55 feet lo a polnt;
South 89°57'44" East, 22.50 feet o a poiny;
North 62°41'04* East, 21.03 [eet to a point;
North 32°09'28" East, 44.39 feet o a poini;
Noith 10°10"15* West, 36.47 feet to a point;
North 09°26'25* West, 45,54 leet fo a point;
Norih 15423'27* East, 43.59 feet fo a polnt;
North 11°14'01* Easl, 48.40 feet lo & poiny;
North 13°00'46" East, 21.26 feet fo a polni;
Nosth 10°49'35" Easl, 30.79 feet to a polnt;
Noith 32°19°05" East, 12.24 Jeet to a poiny;
Morth 58°33'18" East, 11.79 feet to a poing
Sputh B0*41°18" East, 26,94 feet lo a point
South 63°13'35" East, 31,75 feetio a poinf;
South 5655'25" East, 57.54 feet to a point;
South 59°37°32" East, 54.26 feet to a poinl;
South 59"24'03" Fast, 3,57 feel fo 3 polnl;
South 57°44'53" East, 37,89 feet o a poinl;
Sauth 58°14'18" Easy, 35,57 feetto a polny;
South 59"55'00" Fast, 46.09 feet to a polny;
South 50°39'40° East, 31.93 feet 1o a poink;
South 81°18'12" Fast, 21,88 feet to 2 polnl;
North 34*57'06* East, 20,55 feet lo a polnt;
Nonh 15°39'43° Eust, 23.19 [eet lo a poing;
North 27*35'55" West, 25.09 feet {o a poinl;
North 45°59'51" Wesl, 31,29 feet 1o a poln);
North 38*24'53" West, 41.42 fest 1o a polat;
North 48°11'04* West, 42,03 feet to a point
North 52°44'02® West, 37.78 feet to a paint;

293.49 Acres

fames Edwards Survey, A-190
Eitjah Colland Svrvay, A7
Pagilol$
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{43)
(44)
(45)
{46)
{47)
{48)
(49
(50
(51
(52)
{53]

54

{55)

(56)
57)
(56)
{59)
{60}
1)
(62)
(63)
64
(65)
{66)
(67)
(68}
(69)
{70)
{71)

North 47*31'18" Wes), 36.54 feet 1o a polni;
North 51°0012" West, 68.46 feet to a poinl;
North 54°27'30" West, 53.57 feet {o a polnt;
North 50°14'55" West, 43.08 (ect 1o a polni;
North 50°50'55" West, 63,18 feet o 2 polnt;
Noith 45°44°33" West, 53,02 feet 1o a poing
Narth 17°44'30" West, 55.91 feet io a point
North 04°00'03" West, 43.57 feet to a paint
North 16*15'40" Wesl, 51.84 feet to a polnk;

North 15927°23" Wesl, 69.20 feet to a polnt;

North 05°53'22" East, 38.80 feet 1o a polat on the south line of Pebble Glen on the
Lake, plat of which is recorded in Cabinet N, Sheets 125 thru 128;
THENCE South 81+26'22" East, at 10,00 feet passing a 5/8nch fron rod with cap slamped
*EH.R.BA. 713-784-4500" set lor reference, and continulng in all B48.61 feet 1o a 5/8-
inch ron rod found for the southeast corner of sald Pebble Glen on the Lake;
THENCE Norh 11%49'44* East, slong the east Bine of sald Pebble Glen on the Lake, st
1001.57 feei passing a 5/8-inch iron rod found for the northaast corner of sald Pebble Glen
on the Lake, and continuing in all 1012,69 feet 10 a point on the 201-foot contaur {ing;

THENCE along the 201-foo! contour line, the following twenly-one (21) courses and
thistances;

South B7*34'31" East, 44.31 feel 1o a point;
North 85*18'39" East, 103.76 feet {o a poini;
South 87°41'11° East, 41,62 {eetto a poing;
South 89°57'21" East, 52.34 feet (o a poini;
South B3*58"25* East, 51.76 festio a point
South 07°20'06" East, 50.00 feet to a poln;
North 85°40°28" East, 43,06 feetlo o polng;
North 89°02'07" East, 48.48 feetto & point;
South 89°59'11* Easl, 15.57 feetlo o polag
North 67°32'38" Eas), 22,66 feet to a polny;
North D2°29'35" East, 28.08 fest lo a polng;
North 00*13'32" East, 29.04 fest to 2 point;
North 67°39'40* West, 30,47 feel lo 3 polnt;
North 74*43°23" West, 56.56 feet (o a polny;
North 75425'23" West, 45,28 (eet 1o a polnt;
South B6*37'31" West, 74.43 feet io a polnl;

293,49 Acras

James Edwards Sucvey, A-150
Eljah Coffasd Survey, A7
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(72)
(73}
(74)
(75}
(76)
{(r7)
(78)

(79)
{80)

(81)

{82)

{63)

{84)

{85)

North 69°28'0D" West, 40,10 fest 1o a polnl;
North B4"38'33" West, 45.92 feat to a polni;
North 86°09'04" Wesl, 59.74 fee! to a poiny;

North 79°37'57" Wesl, 49.92 fectto a point;

South 6B"16'23" West, 53.48 Jeet fo a polnt on the east {ine of Calfee Road {60-foot
right-of-way) recorded in Volume 632, Page 281 and Volume 640, Page 130, both of
the Monlgomery County Deed Records;

THENCE Nosth 11711'22" East, 229.43 feet alofig the east line of said Calfee Road to a 1/2-
inch Iron rod found, being the southwest corner of the aforementioned 23.419-acre tract;

THENCE In a northerly direction along the comimon line of sald Calfee Road and sald
23,419-acre Iract, the following three (3) courses and distances:

North 21°10'57* East, 89,92 feet to a PK Nall found;
NotthS 1427'01" East, 105.82 feet Io a 578-Inch Iron rod found;
North 12°47'09" East, 32B.16 [et to a polnt on the southwest comer of League Une Road

{G0-foot-right-of-way] recorded in Volume 825, Page 102 and Volume 1048, Page 571,

both of the Montgomery County Deed Records from which a 1/2-Inch lron rod with cap
stamped “Jeff Moon RPLS 4539" found for the most westerly northwest corner of sald
23,935-acre triict recorded under Montgomery County Clerk's Flfe No, 2005084850 of the
Official Public Records of Real Property bears Nosth 12°47:09” East, 133,02 feet;

THENCE South 76°39'07" East, at 98,85 feet passing a PK Mall found for the comer of sald
23,939-acre iract, and continuing In all 1082.79 fee!, along the south line of said League
Line Road same as sald 23.413-acre tract, (o a 5/8-Inch Iron rod found;

THENCE South 77°19'32" Eas), 980,27 feel, continuing along the north line of said 23.419-
acre tmct same as south line of League Line Road, to a 5/B-Inch Iron rod found, being the
nontheast corner of said 23.418-acre tract and on the west line of the remainder of a called
80.033-acre tract {Tract 3} recarded under Montgomery County Clerk’s File No, 9509572
of the Official Public Records of Real Property;

THEMCE South 12°09'43" West, along the comman fine of sald remainder tract and sald
23.419-acre tracl, 2t 484.50 [eet passing a 5/8-inch Iron rod found, and continuing In all
485,18 fect lo a 5/8-Inch fron rod with cap stamped “EH.R.&A, 713-784-4500" set on the
south line of said remainder tract, also belng on the north lIne of a called 121.838-acre
tract recorded In Volume 458, Page 131 of the Monlgomery Counly Deed Recards and the
norih line of aforementioned 23.43-acre tracl;

THENCE South 77°02'20" East, 2149.46 (eel along the common (ine of sald remainder
lract, safd 121,838-acre lract and said 23.43-ucre Wracl, io an iron strap found on the east
line of Longmire Road, being the northeast corner of satd 127.838-acre tract and said

-23.,43-acre fract and the northwest corner of @ called 99.75-acre tract recorded under

Monlgomery Counly Clerk's File No. 9891554 of the Officlal Public Records of Real
Property; ’

THENCE South 12%12'48" West, along the common line of sald 121.838-acre Iracl, sald
23.43-acie yact, sald Longmire Road, and Longmira Way, sald 92.75.acre tact,
alorementoned 33.B61-acre ract, and aforementioned 37.564 acre tract, at 428.83 feel
passing a 1/2-Inch iron lound for the commion east corner sald 23.43-acre uact, and sald
33.86%1-acre tract, at 1074.23 feet passing a 1/2-inch lron rod found for the common east
corner of sald 33.861-acre kract and sald 37.564-acre tracl, and conlinuing in all 1791.25
feetto a PK Nall found for the southeast corner of sald 37.564-acre tract and the northeast
corner of a called 26.5516-acre tract recorded under Montgomery Counly Clerk’s File No.
2004020800 of the Official Public Records of Real Property;

293.439 Acre.
James Edwards Survey, A-190
Elljah Collacd Survey, A-7
Fapedofs
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{86)

(87)

(a8)

89)

(30)

(91)

(92}

(93}

(34)

THENCE North 77°33'49" West, 2280.36 feel, along the common Hne of sald 37.564-acre
tract and sald 26.5516-acre {ract, to a 1/2-inch fron rod found for the common west corner
of sald 37.564-acre tract and sald 26.5516-acre lrct, being on (he east fine of
aforementioned 321.470-acre lract;

THENCE Sauth 11°58'58" Wesl, 507,48 feet along the cammon fine of said 26.55 16-acre
tract and sajd 321.470-acre track, to a 3/4-inch iron pipe found for the southwest cotner of

sald 26.5516-acre tract.and the northwest. comer. of. The Estates. of Longmire.an Lake,

Conroe, plat of which i5 recorded In Csbingt H, Sheats 928, 93A, 938, and 94A of the
Montgomesy County Map Records;

THENCE South 11°12'47" Wesl, 1416.70 feet, along the common line of said 321.470-
acre tract and sald The Estales of Longmire on Lake Conroe, to a fence comer on the north
line of the aforementioned Longmire Way, belng an the arc of a non-tangent curve to the

right;

THENCE in a westerly direction, along the north line of said Longmira Way, the foliowing
six (6) courses and dislances:

Along the arc of sald curve to the right having a radlus of 1990.56 feet, 3 central angle of
05*37'51" an arc length of 195.63 feel, and a chord bearing North 74%33'58¢ Wesl,
195.55 leet to a 5/8-iach Iron rod found al a point of reverse curvalure;

Along the arc of sald curve 1o the left having a radius of B24.29 feet, 2 cenlral angle of
14*21'06°, an arc Jength of 206.47 feet, and a chord bearing North 78°55'35" West,
205.93 feet to a 5/8-Inch Iron rod found ata polnt of reverse curvature;

Along the arc of said curve to the right having 2 radius of 1499.81 feel, a central angle of
07°28'46" an arc length of 195.80 feat, and a chord bearing North 82921'44% West,

195,66 feel to a 5/8-Inch iron rod lound;

North 78°37721" West, 366.86 feet to & 1/2-Inch iron rod found at the beginning of a curve
to the feft;

Along the arc of said curve 1o the left having a radius of 2711.89 feet, a cenlral angle of
04°16'15% an arc le;ﬁh of 202,14 feet, and a chord bearing North 80°45'28" West,
202.09 feat to 2 3/2-Inch lron rod found ata polnt of reverse curvature;

Along the arc of sald curve to the right having a radius of 1997.82 feet, a central angle of
05¢38'44* an ace length of 196,85 fest, and a chord bearing North BO°04'13" West,
196,77 feet to the POINT OF BEGIMNING, contalning a gross acreage of 293.49 acres of

land.

EDMINSTER, H SS AND ASSOCIATES, INC.

Piotr A. Dabskil, R.P.L.5,
Texas Registration No. 5302
10555 Westoffice Driva
Houston, Texas 77042
713-784-4500

Datez  Jan 27, 2008

Job Moz 071-018-0D
Fila No  R:\3007\071-038.00\docs\technlcal\descry 293,490, doc

193,49 Acres

lamas Edwards Survey, A-130
Elfoh Collaed Survey, A-7
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Texas Commission on Environmental Quality
" TECHNIGAL MEMORANDUM

To: Todd Chenoweth, Director Date: November 4,2008
Water Supply Division

“:ﬂ'
Thru: R Doug Holcomb, P.E. Manager, Utilities and Districts Section
(l‘\ él\cx A. (Skip) Ferris, P.E. Leader, Districts Review Team
L)

From: Districts Review Team

Subject:  Petition by David B. Hendricks, individual, and Houston Intercontinental Trade
Center, L.P. for Creation of Montgomery County Muiiicipal Utility District No. 126;
Pursuant to Texas Water Code Chapters 49 and 54.
TCEQ Internal Control No. 07082008-D02 (TC)
CN: 603385923 RN: 105577530

A. GENERAL INFORMATION

The Commission received a petition within the application requesting approval for the,creation of
Montgomery County Municipal Utility District No. 126 (District). The petition was signed by David B.
Hendricks, individual, and by Michael P. Barsi, president of Revista, Inc, general partner of Houston
Intercontinental Trade Center, L.P. (Petitioners). According to the petition, the Petitioners are the owners of a
majority in value of the land in the proposed District, and that there are two lien holders; Sterling Bank, and
Benchmark Bank, on the property to bé included in the proposed District. By joinder to the petition, the lien
holders consent to the creation of the proposed District.

The District is proposed to be created and organized according to the terms and provisions of Article XVI,
Section'59 of the Texas Constitution, and Chapters 49 and 54 of the Texas Water Code.

Location and Access

The proposed District is located in central Montgomery County, three miles west of Interstate Highway 45 on
the east side of Lake Conroe, and approximately six miles northwest of the downtown portion of the City of
Conroe (City). Access to the proposed District is provided from IH-45 to League Line Road. .The petition
states that all of the proposed District is located within the extraterritorial jurisdiction (ETJ) of the City, and is
in the process of being annexed into the corporate [imits of the City.

Metes and Bounds Description

The proposed District contains one tract of land totaling 293.49 acres. The metes and bounds description of
the proposed District has been checked by the Commission’s staff and has been found to form an acceptable

closure.

Exhibit ‘B! AT-MCMUD 126 000309




Todd Chenoweth, Director
Page 2
November 4, 2008

City Consent

By Ordinance No. 1848-08, effective May 22, 2008, the City of Conroe gave its consent to the petition for
creation of the proposed District. Accordingly, the requirements of Texas Water Code Section 54.016 and
Texas Local Government Code Section 42.042 have been satisfied. The City consent recognizes the proposed
District providing water, wastewater, drainage, recreational, and road facilities.

Statements of Filing Petition

Bvidence of filing the petition with the Montgomery County clerk’s office and the Commission’s Houston
regional office has been provided.

Type of Project

The proposed District will be considered a ‘developer project” as defined by 30 TAC Section 293.44(a).
Therefore, developer cost participation in accordance with 30 TAC Section 293.47 will be required.

Developer Qualifications

Application material indicates that the Petitioners have completed commercial, mixed use, and single-family
residential communities in the greater Houston area for over 30 years. The material also indicates that the
Petitioners are currently involved in several projects at various stages of development.

Appraisa] District Certificate

By certificate dated March 6, 2008, the Montgomery Central Appraisal District has certified that the tax rolls
indicate that David Hendricks and Houston Intercontinental Trade Center L.P. are the owners of the property
in the proposed District. Documents provided support that the Petitioners own a majority in value of the land
in the proposed District.

Temporary Director Affidavits

The Commission has received affidavits for Commission consideration of the appointment of temporary
directors for the following:

Irving A, Wolf Gary Calfee Robert L. Tompkins
Adam H. Soffar Donald E. Robinowitz

Each of the above persons named is qualified, as required by 30 TAC Section 293.32(a), to serve as a
temporary director of the proposed District as each (1) is at least 18 years old; (2) is a resident of the state of
Texas; and (3) either owns land subject to taxation within the proposed District, or is a qualified voter within
the proposed District.
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Todd Chenoweth, Director
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November 4, 2008

Notice Requirements

Proper notice of the application was published on August 25 and September 1, 2008, in the Conroe Courier, a
newspaper regularly published or circulated in Montgomery County, the county in which the district is
proposed to be located. Proper notice of the application was , posted on August 25, 2008, bn the bulletin board
used for posting legal notices in Montgomery County. Accordingly, the notice requirements of 30 TAC
Section 293.12(b) have been satisfied,

B. ENGINEERING ANALYSIS
The creation engineering report indicates the following:

Availability of Conm)qrable Service

The proposed District will be annexed by the City. Pursuant to the terms of the Utility Services and
Development Agreement (Agreement), the City will provide water supply and wastewater treatment services,
and trunk lines to the proposed District, at no cost to the proposed District. The proposed District will
construct, own, and operate its own internal water, wastewater, and drainage systems.

Water Supply

Pursuant to the Agreement, the City will provide the proposed District with its water supply at no cost to the
proposed District.

Water Distribution

The water distribution system for full development will consist of 54,210 linear feet (If) of 4 to 12-inch
diameter lines that will connect to an existing City line. Isolation valves and flushing valves will be provided
at required intervals.

Wastewater Treatment )

The wastewater generated by the development of the proposed District will be conveyed to a wastewater
treatment facility constructed, maintained, and ‘operated by the City at no cost to the proposed District,
pursuant to the Agreement.

Wastewater Collection

The internal wastewater collection system for full development of the proposed District will consist of 43,380
(1f) of 8 to 12-inch diameter gravity lines, five lift stations, and approximately 9,200 If of 4 to 10-inch
diameter force main that discharge into an existing 24-inch City wastewater line,
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Storm Water Drainage

The storm water runoff within the proposed District will be directed through curb inlets to 31,570 If of 24 to
66-inch diameter reinforced concrete storm sewers. For the 78-acre eastern portion of the proposed District,
collected storm water will drain into detention facilities and ultiinately through an existing development, The
remaining acreage will drain into Lake Conroe through a series of drainage channels and reinforced concrete

pipe.

Topography

The proposed District has elevations ranging from 202 to 330 feet above mean sea level. The tract is heavily
wooded with rolling terrain, and generally drains westerly toward Lake Conroe.

Floodplain

Federal Emergency Management Agency Flood Insurance Rate Map Panel No, 48339C0359F dated December
19, 1996, indicates that no acreage of the proposed District is inside the 100 year flood plain.

Impact on Natural Resources

The creation of the proposed District is expected to have no unreasonable effect on land elevation,
groundwater levels, recharge capability, subsidence, natural runoff rates and drainage, or water quality,

C. SUMMARY OF COSTS
— WATER, WASTEWATER, AND DRAINAGE

Construction Costs District’s Share(”
A. Developer Contribution Items
1. Water distribution system $ 1,745,680
2. Wastewater collection 3,390,930
3. Lift stations (4) internal 650,000
4, Drainage collection facilities 3,319,830
5. Drainage and detention 1,064,040
6. Pollution Prevention Plan 660,000
7. Clearing & grubbing 574,700
8. Contingencies (10% of Item nos. 1-7) 1,140,518
9. Engineering (16% of Item nos. 1-8) 2,007,312
Total Developer Contribution Items $ 14,553,010
B. District Items
1. Lift station main $ 375,000
2. Contingencies (10% of Item no.1) 37,500
3. Engineering (16% of Items nos.1 & 2) 66,000
4, Land costs
a. Lift station site (0.3 acres x $30,000/acre) 9,000
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b. Detention site (46.8 acres x $30,000/acre) 1,404,000
Total District Items ‘ 1,891,500
TOTAL CONSTRUCTION COSTS (67.46% of BIR) $ 16,444,510
Non-Construction Costs
A. Legal Fees (3%) $ 731,250
B. Fiscal Agent Fees (2%) 487,500
C. Interest
1. Capitalized Interest (24 months @ 6%) 2,925,000
2. Developer Interest (24 months @ 6%) 1,973,341
D. Bond Discount (3%) 731,250
E. Creation Costs 75,000
F. Operating Expenses 300,000
G. Bond Issuance Expenses 301,836
H. Bond Application Report Costs 320,000
1. Attorney General Fee (0.1% of BIR) 24,375
J. TCEQ Bond Issuance Fee (0.25%) 60,938
TOTAL NONCONSTRUCTION COSTS $ .7,930490

TOTAL BOND ISSUE REQUIREMENT

$ 24,375,000

Note: (1) Assumnes 100% funding of anticipated developer contribution items.

Eligibility of costs for District funding and 30% developer contribution requirements may be determined in
accordance with Commission rules in effect at the time bond applications are reviewed.

—ROADWAYS

Construction Costs
A. Developer Contribution Items
1. Major Roadways
2. Landscaping thoroughfares and collector streets
3. Contingencies (10% of Ttem nos. 1 & 2)
4, Engineering (16% of Item nos. 1  3)
Total Developer Contribution Items
B. District Items
None
TOTAL CONSTRUCTION COSTS (71.95% of BIR)
Non-Construction Costs
A. Legal Fees (3%)
B. Fiscal Agent Fees (2%)
C. Interest
1. Capitalized Interest (24 months @ 6%)
2. Developer Interest (24 months @ 6%)
D. Operating cost

District’s Share(”

$ 1,663,377
220,000
188,338
331,474

$ 2,403,189

$ 2,403,189

$ 100,200
66,800

400,800

288,383
50,000
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E. Miscellaneous Expenses 30,628
TOTAL NONCONSTRUCTION COSTS $ 936811
TOTAL BOND ISSUE REQUIREMENT $ 3,340,000

Note: (1) Assumes 100% funding of anticipaied developer contribution items,
Eligibility of costs for District fanding and 30% developer contribution requirements may be determined in
accordance with Commission rules in effect at the time bond applications are reviewed.

— RECREATION
Construction Costs District’s Share®
A. Developer Contribution Items
1. Amenity park plan $ 725,000
2. Contingencies (10% of Item no. 1) 72,500
3. Engineering (15% of Items 1 & 2) 119,625
Total Developer Contribution Items $ 917,125
B. District Items
None
TOTAL CONSTRUCTION COSTS (70.0% of BIR) $ 917,125
Non-Construction Costs
A. Legal Fees (3%) $ 39,300
B. Fiscal Agent Fees (2%) 26,200
C. Interest
Capitalized Interest (24 months @ 6%) 157,200
D. Bond Discount (3%) 39,300
E. Bond Issuance Expenses 36,290
F. Operating costs 50,000
G. Bond Application Report Costs 40,000
H. Attorney General Fee (0.10% of BIR) 1,310
1. TCEQ Bond Issnance Fee (0.25%) 3,275
TOTAL NONCONSTRUCTION COSTS $ 392875
TOTAL BOND ISSUE REQUIREMENT $ 1,310,000

Note: (1) Assumes 100% funding of anticipated developer contribution iterus.

Eligibility of costs for District funding will be determined in accordance with Commission rules in effect at
the time bond applications are reviewed.
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D. ECONOMIC ANALYSIS
Land Use

4

The land use for the proposed District is projected in the following table:

Development Acres ESFCs
Single-Family Residential 219.40 771
Recreation Center 1.80 6
Park, Recreation & Opcn Space 25.19 0
Lift station 0.30 0
Lake and Water Quality Detention 46.80 0

Total 293.49 777

Market Study

A market study, prepared by MetroStudy, has been submitted in support of the creation of the proposed
District, and shows there is a market demand for the District. The market study indicates that the proposed
District will contain 771 single-family homes with prices averaging from $225,000 to $360,000 on 60 to 80-
foot lots, and expected to be absorbed at a rate of 85 to 160 units per year. The proposed District will also

contain a recreation center. 5

Project Financing

The estimated total assessed valuation of the proposed District at completion is as follows:

Single-Family Lot Width # of Units Average Unit Value  Total Value at Build-out
60 — 80 foot 771 homes $ 304,838 $ 235,030,000
Total $ 235,030,000

Considering an estimated bond issue requirement of $24,375,000 (assuming 100% financing) for utilities,
$3,340,000 (assuming 100% financing) for roads, and $1,310,000 (assuming 100% financing) for recreational
“facilities, a coupon bond interest rate of 6.0%, and a 25-year bond life, the average annual debt service
requirement for utilities, roads, and recreational facilities would be approximately $1,906,776, $261,277 and
$102,477. respectively. Assuming a 95% collection rate and an ultimate taxable assessed valuation of
$235,030,000, a tax rate of about $0.85 per $100 AV for utilities, $0.12 per $100 AV for roads, and $0.05 per
$100 AV for recreation facilities, respectively, would be necessary to meet the annual debt service
requirements.
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The total year 2007 overlapping tax rates on land within the proposed District are shown in the following
table:

Taxing Jurisdiction Tax per $100 valuation
Montgomery County $ 0.4888
Montgomery County Hospital District 0.0777
North Harris Montgomery County College District 0.1144
Willis ISD 1.3060
City of Conroe 0.4250
Proposed Montgomery County MUD No. 126 1.0200 @
Total tax per $100 valuation $ 3.4289

Notes: (1) Includes debt service tax rates of $0.85 for utilities, $0.12 for roads, and $0.05 for recreational facilities. No
maintenance tax was indicated. The total (proposed District tax; and the City tax for water, wastewater and drainage,
road, and recreational facilities — if the City annexes the land) would need to be less than the $1.50 limit indicated in
30 TAC rules.

Based on the proposed District tax rate and the year 2007 overlapping tax rates on land within the proposed
District, the project is considered economically feasible.

Water and Wastewater Rates

According to information provided projected City rates are as follows:

Water.
Base charge (up to 3,000 gallons) $8.71
Each 1,000 gallons over 3,000 gallons $2.16
Wastewater,
Base charge (up to 3,000 gallons) $15.73

Each 1,000 gallons over 3,000 gallons $ 1.92

Based on the City rates, the estimated monthly fee for 10,000 gallons of water and wastewater would be
approximately $53.00.

Comparative Water District Tax Rates

A debt tax rate of about $1.02 for the proposed District is comparable to other districts in the area. Based on
the requirements of 30 TAC Section 293.59, this project is economically feasible.
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E. SPECIAL CONSIDERATIONS

1 Annexation

As stated above, the proposed District is in the ETJ of the City. The engineering report indicates that the
proposed District is in the process of being annexed by the City.

2. Request for Road Powers

The Petitioners request approval for road powers, at the same time as the creation of the proposed District.

Pursuant to Texas Water Code Section 54.234, approval of road utility district powers may be requested at the
same time as creation. The proposed District has submitted a summary of the estimated cost in the
engineering report that was submitted with the application. The proposed roads appear to benefit the proposed
District, and financing appears feasible.

3. Reduest for Recreation Plan Approval

The Petitioners request approval of a recreation plan at the same time as the creation of the proposed District.
Pursuant to Texas Water Code Section 49.351(g) and 30 TAC Section 293.11(a)(10), approval of a recreation
plan may be requested at the same time as creation. The application material includes a detailed summary of
the proposed recreational facility projects, projects’ estimated costs, and proposed financing methods for the
projects. The proposed District plan to construct recreational facility appears reasonable and feasible.

F. CONCLUSIONS (

1. Based on Comumission policy, compliance with Commission rules, and review of the engineering report
and supporting documents, the proposed District is considered feasible, practicable, would be a benefit to
the land within the proposed District, and would be necessary as a means to finance utilities and to provide
utility service to future customers.

2. Based on a review of the application and supporting documents, the District’s acquisition of Road Powers
is considered feasible.

3. Based on a review of the preliminary engineering report; the market study; the proposed District’s water,
waslewater, drainage, road, and recreational facilities; a combined projected tax rate of $1.02; the
proposed District obtaining a 6.0% bond coupon interest rate; and other supporting data, the proposed
District is considered feasible under the feasibility limits prescribed by 30 TAC Section 293.59,

4. The recommendations are made under authority delegated by the Executive Director of the Texas
Commission on Environmental Quality.
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G. RECOMMENDATIONS

1. Grant the petition for creation of Montgomery County Municipal Utility District No. 126.

2. Grant the District’s request to acquire Road Powers in accordance with Texas Water Code Section 54.234
and 30 TAC §§ 293.201 and 293.202, subject to the requirements imposed by the Commission and the
general laws of the State of Texas relating to the exercise of such powers,

3. The order granting the petition should include the following statements:

“This Order shall in no event be construed as an approval of any proposed agreements or of any particular

itens in any documents provided in support of the petition for creation, nor as a commitment or
requirement of the Commission in the future to approve or disapprove any particular items or agreements
in future applications submitted by the District for Commission consideration.

“This Order shall not constitute approval or recognition of the validity of any provision in the City of
Conroe creation consent Ordinance No. 1848-08, effective May 22, 2008, and any other

ordinance/resolution incorporated therein by reference to the extent that such provisions exceed the
authority granted to the City of Conroe by the laws of the State of Texas,

4. Appoint the following to serve as temporary directors until permanent directors are elected and qualified:
Irving A. Wolf Gary Calfee Robert L. Tompkins
Adam H. Soffar Donald E. Robinowitz

H. ADDITIONAL INFORMATION

The petitioners’ professional representatives ate:

Attorney: Mr. Abraham 1. Rubinsky — Schwartz, Page, & Harding LLP

Engineer: Mr. Hasan Syed, P.E. ~ Edminster, Hinshaw. Russ & Assoc.
Market Analyst: Mr. Toby Ware — Metrostudy

Coag o L,

Greg Charles
Districts Review Team
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