
RCA ^6^ AGENDA ITEM NO.: 13
CITY OF AUSTIN AGENDA DATE: Thu 04/28/2005
RECOMMENDATION FOR COUNCIL ACTION PAGE: 1 of 2

SUBJECT: Approve a resolution authorizing the issuance by Moore's Crossing Municipal Utility
District (MUD) of Unlimited Tax Bonds, Series 2005, in an amount not to exceed $3,000,000; and
approving a substantial draft of the District's Bond Order and the Preliminary Official Statement.

AMOUNT & SOURCE OF FUNDING: The City has no responsibility for payment on District bonds
unless the District is annexed and dissolved.

FISCAL NOTE: There is no unanticipated fiscal impact. A fiscal note is not required.

REQUESTING Austin Water Utility DIRECTOR'S
DEPARTMENT: AUTHORIZATION: Chris Lippe

FOR MORE INFORMATION CONTACT: Bart Jennings, 972-0118; Lisa Martinez, 972-0444; Laura
Wiley, 972-0104

PRIOR COUNCIL ACTION: N/A

BOARD AND COMMISSION ACTION: Recommended by Water and Wastewater Commission

PURCHASING: N/A

MBE/WBEiN/A

The Moore's Crossing Municipal Utility District ("District") was created on June 17,1987, by an Order
of the Texas Water Commission, predecessor to the Texas Commission on Environmental Quality
("TCEQ"), The District contains approximately 804.4 total acres and is located southeast of Austin in
southeastern Travis County, approximately 0.75 miles east of the intersection of FM 973 and Elroy Road
and approximately 3 miles south of State Highway 71. The District receives City of Austin ("City") retail
water and wastewater service.

The City has received a request from the District to approve the third District bond sale in the amount of
$3,000,000. The District makes this request of the City pursuant to Texas Water Code Section 54.016
providing for a city to approve a District bond issuance if the District is in compliance with the consent
agreement between the City and the District; City Code Section 25-9-191, et seq. setting forth the City's
requirements for consenting to the creation of a district; and City Code Section 25-9-281, et seq.
addressing bond issues by districts.

The total amount of bonds authorized for the District is $32,000,000. The District has previously issued
the following bonds: Series 1998, $1,425,000 and Series 2003, $1,670,000. The total amount of District
bonds sold to date is $3,095,000, of which $2,888,546 is currently outstanding. After the proposed bond
issue, $25,905,000 in District Bond authority will remain.

The proceeds from the sale of these bonds will fund the District's share of water, wastewater, and
drainage facilities in addition to constructing a wastewater interceptor to serve Stoney Ridge Sections 5A,
5B, and 6 of Phase A and Section 1 of Phase B. In accordance with TCEQ order concerning the bonds,
the District will escrow $908,413 for water, wastewater, and drainage facilities serving Stoney Ridge
Phase B, Section 1 and $169,613 for Stoney Ridge Phase B wastewater interceptor.
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The Executive Director of the TCEQ granted formal approval of this bond issue on October 26, 2004,
along with Addendum No. 1 dated January 27, 2005 and this bond was formally issued on February 9,
2005. According to the TCEQ's Order, the net effective interest rate should not exceed 5.95%. These
bonds are the sole obligation of the District. However, if annexation and dissolution of the District were
to occur, the City would be responsible for any remaining bond debt and dissolution of the District.

Departmental staff from the Austin Water Utility, Parks and Recreation, Emergency Medical Services,
Watershed Protection and Development Review, Library, Neighborhood Planning and Zoning,
Neighborhood Housing, Finance-Treasury, Watershed Protection, Fire, and Law reviewed the District's
consent agreements. There are no outstanding compliance issues. City staff recommends approval of the
issuance of $3,000,000 in Series 2005 District bonds subject to final review of the bond offering
documents by the Director of the Financial and Administrative Services Department or designee.

RCA Serial*: 8339 Date: 04/28/05 Original: Yes Published: Fri 04/22/2005

Disposition; Adjusted version published:



ORDER A U T H O R I Z I N G THE ISSU AN CEO F $3,000,000' MOORE'S

CROSSING M U N I C I P A L UTILITY DISTRICT UN LIMITED TAX BONDS,

SERIES 2005; LEVYING AN AD VA LOREM TAX IN SUP PORT OF THE

BONDS; A P P R O V I N G AN O F F I C I A L STATEMENT; AUTHORIZING THE

EXECUTION OK A P A Y I N G AGENT/REGISTRAR AGREEMENT;

A W A R D I N G T I I E S A L K O F T H E BONDS; A N D A U T H O R I Z I N G OTHER

MATTERS RELATED TO THE I S S U A N C E OF THE BONDS
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ORDE R AUT HORIZING THE ISSUANCE OF $3,000,000* M CORE'S CROSSING
MUNI CIPAL UTILITY Dl STRICT UNLIMITED TAX BONDS, SERI ES2005;

LEVYING AN AD VALOREM TAX IN SUP PORT OF THE BONDS; APPROVING AN
OFFICIAL STATEMENT; AUTHORIZING THE EXECUTION OF A PAYING

AGENT/REGISTRAR AGREEMENT; AWARDI NGTHE SALE OF THE BONDS; AND
AUTHORIZING OTHER MATTERS RELATED TO THE ISSUANCE OF THE BONDS

THE STATE OF TEXAS §
COUNTY OF TRAVIS §
MOORE'S CROSSING MUNICIPAL
UTILITYDISTRICT §

WHEREAS, the Moore's Crossing Municipal Utility District (the "District") was duly created
by order of the Texas Water Commission (predecessor in interest to the Texas Commission on
Hnvironmental Quality) on June 7, 1987; and

WHEREAS, at an election held on November 3, 1987. the voters of the District confirmed
creation of the District and authori/.cd maintenance tax not to exceed $1.50 per $100 valuation; and

WHEREAS, at an election held on November 3, 1987 (the "Bond Election"), the voters of
the District authori/ed the issuance of bonds in one or more issues or series in the maximum amount
of $32,000.000 maturing serially or otherwise in such installments as are fixed by said Board over a
period or periods not exceeding 40 years from their 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 shall not exceed the maximum legal limit in effect at the time of the issuance of each such
issues or series of said bonds, all as may be determined by the Board of Directors of said Distrct, for
the purpose or purposes of purchasing, constructing, acquiring, owning, operating, repairing,
improving or extending a water system, wastewater system, and drainage and storm sewer system,
including, but not limited to, all additions to such systems and all works, improvements, facilities,
plants, equipment, appliances, interests in property, and contract rights needed therefor and
administrative facilities needed in connect ion therewith, and to provide for the payment of principal
of and interest on such bonds by the levy and collection of a sufficient tax upon all taxable property
within said District, as may be provided in the order or resolutions authorizing the issuance of such
bonds, all as authorized by the Constitution and laws of the State of Texas; and

WHEREAS, the Tex as Commission on Environmental Qual ityfthe "Commission") by order
dated . 2005 (the "Commission Order") approved the issuance by the District of
$3,000,000* in principal amount of bonds upon the terms and conditions as outlined in the
Commission 0 rder; and

*N a K> exceed aniru it, \n\\m tm iy. subject tn cha iijie.



WHEREAS, the Board of D irectors of the District deems it necessary and advisable at this
t hie to issue $3,000.000' of bonds pursuant to Chapters 49 and54 of the Texas Water Code and the
Bond Flection authorization and reserving the right in the future to issue the remaining $25,905.000**
of bonds authorized at the Bond Election.

THEREFORE, BE IT ORDERED BY THE BOARD OF DIRECTORS OF THE
MOORE'S CROSSING MUNICIPAL UTILITY DISTRICT:

ARTICLE ONE

PREAM BLE

SECTION 1.01 INCORPORATION OFPREAMBLE. The Board of Directors of
the Moore's Crossing Municipal Ut i l i ty District (the "District") hereby incorporates the recitals set
forth in the preamble hereto as if set forth n full at this place and further finds and determines that
the recitals are true and correct.

ARTICLE TWO

DEFINITIONS AND INTERPRETATIONS

SECT ION 2.01. DEFINITIONS. When used in thisBond Order, except in Article Six,
and in any resolution or order amendatory or supplemental hereto, the terms listed below shall have
the meanings specified below, unbss it is otherwise expressly provided or unless the context
otherwise requires:

"Additional Bonds" means the additional bonds payable from ad valorem taxes which the
Board expressly reserves the right to issue in 11.01 of this Bond Order.

"Authorized Investments" means authorized obligations as set forth in the Public Funds
Investment Act. Chapter 2256, Texas Government Code.

"Board of D ircctors" or "Board" means the governing body of the D istrict.

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

"Bond Order" or "Order" means this Bond Order of the Board of Directors authorizing the
issuance of the Bonds.

'Nut to exceed amuuit. prelim ina r%, subject tu
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"Commission" means the Texas Commission on Environmental Quality.

"Commission Order" means the order dated , 2005 approving the issuance of
the Bonds upon the terms and conditions as outlined in such order.

"Defeasance Securities" mean s(i) Federal Securities, (ii)noncallableobligationsof an agency
or instrumentality of the United States of America, including obligations that are unconditionally
guaranteed or insured by the agency or instrumentality and that, on the date the Board ofD irectors
adopts or approvesproceedingsauthorizing the issuance of refunding bondsor otherw ise provide for
the funding of an escrow to effect the defeasance of the Bonds are rated as to investment quality by
a nationally rccogni/ed investment rating firm not less than "AAA" or its equivalent, and (iii)
noncallable obligations of a stale or an agency or a county, municipality, or other political subdivision
of a state that have been refunded and that, on the date the Board of Directors adopts or approves
proceedings authorizing the issuance of refunding bonds or otherw ise pro vide for the funding of an

escrow to effect the defeasance of the Bonds, are rated as to investment quality by a nationally
recognized investment rating firm no less than "AAA" or its equivalent.

"District" means Moore's Crossing Municipal Utility District and any other public agency
succeeding to the powers, rights, privileges, and functions of the District and. when appropriate, the
Board of D irectors of the D istrict.

"Exchange Bonds" means Bonds registered, authenticated, and delivered by the Registrar, as
provided in Section 4.01 of this Bond Order.

"Federal Securities" means direct, noncallable obligations of the United Stales ofAmerica,
includingobligations that are unconditionally guaranteed by the United States of America (including
Interest Stri ps of the Resolution F unding Corporation).

"Fiscal Year" means the twelve-month accounting period for the District, which presently B
the twelve-month period beginning on October 1 of each year and ending on September 30 of the
follow ing year, but which may be changed from time to time by the Board of Directors.

"Initial Bond" means the Bond authorized, issued, and initially delivered as provided in
Sections 3.02 and 3.03 of this Bond 0 rder.

"Interest Payment Date" means adateonwhich intcrcslon the Bonds is due and payable.
Interest on the Bonds is due and payable on , 20 *, and semi-annually on each
March 1 and September 1 thereafter until the earlier of maturity or redemption.

'Tolie i:un pitted closer lo pn



"Record Date" means, wi th respect to an Interest Payment Date of September I. the
preceding August 1 5, and wi th respect to an Interest Payment Date of March I, the preceding
February 15. whether or not such dates are business days.

"Redemption Date" means a date fixed for redemption of any Bond pursuant to the terms of
this Bond 0 rder.

"Register" means the registry system maintained on behalf of the District by the Registrar in
which are listed the names and addresses ofthe Registered Owners and the principal amount of Bonds
registered in the name of each Registered Owner.

"Registered Owner" means any person or entity in whose name a Bond is registered.

"Registrar" or "Paying Agent/Registrar" means Wells Fargo Bank, National Association, or
such other bank, trust company, financial institution, or other entity as may hereafter be designated
by the D istrict to act as paying agent and registrar for the Bonds in accordance w ith the terms of this
Bond 0 rder.

"Replacement Bonds" means the Bonds authorized by thcD istrict to be issued in substitution
for lost, apparently destroyed, or wrongfully taken Bonds as provided in Section 4.02 of this Bond
0 rder.

"System" means the water system, sanitary sewer system, and drainage and storm sewer
system providing services to land within the District, including, but not limited to, all works,
improvements, facilities, plants, equipment appliances, interests in property, and contract rights
needed therefor and administrative facilities needed in connection therewith, together with any
additional or extensions thereto or improvements and replacements thereof; provided that the System
shall not include facilities acquired or constructed to perform contracts between the District and other
persons, deluding private corporations, municipalities and political subdivisions which are financed
byproceedsofthe D istrict's revenue bonds issued particularly to finance facilities needed to perform
such contracts.

SECTION 2.02. INTERPRETATIONS. The titles and headings of the articles and
sections and the page numbers ofthis Bond Order have been inserted for convenience of reference
only and are not to be considered a part hereof and shall not h any way modify or restrict any of the
terms or provisions hereo f. This Bond 0 rder and allthetermsand pro visions hereof shall be liberally
construed to effectuate the purposes set forth herein and to sustain the validity of the Bonds and the
validity ofthe taxes levied in payment thereof.



ARTICLE THREE

AUTHORIZATION, REGISTRATION, EXECUTION,
AND AUTHENTICATION OF BONDS

SECT I ON 3.01. AMOUNT.NAME.PURPOSE. AND AUTHORIZATION. Each
Bond issued pursuant to this Bond Order shall be known and designated as "Moore's Crossing
Municipal Util i ty District Unlimited Tax Bond, Series 2005" and the Bonds shall be issued ki the
aggregate principal amount of $3,000,000" for the purposes ofpurchasing. constructing, acquiring,
owning, operating, repairing, improving or extending a waterw orks system, wastewatcr system and
drainage system including, hut not limited to, all additions to such systems and all works,
improvements, facilities, plants, equipment, appliances, interests in property, and contract rights
needed therefore and administrative facilities needed in connection therewith including the purchase
of certain water distribution, wastewater collection and drainage facilities constructed by the
developer. In addition, proceeds of the Bonds wi l l be used to: (1) capitalize approximately 24**
months' interest requirements on the Bonds; (2) pay devebper interest and (3) pay the costs of
issuance inconnection with the Bonds.

SECTION 3.02. FORM ,DATE,NUMBERS,AN D DENOMINATION. The Bonds
shall be issued and delivered in fully registered form without coupons, and may be transferred and
exchanged after initial deliver)' as provided in Article Four of this Bond 0 rder. The Bonds shall be
dated ***, 2005. The Initial Bond shall be numbered T-l. Bonds registered
and delivered by the Registrar subsequent to the Initial Bond shall be numbered by the Registrar R-1
upward and no two Bonds shall be given the same number. The Bonds registered and delivered
subsequent to the Initial Bond shall be in principal denominations of $5,000 or any integral multiple
thereof.

SECTION 3.03. INTEREST RATES AND M ATURITIES. Bo ndsshafl bear interest
from "'. 2005, at the rate or rates set forth in the follow ing schedule on the basis of
a 360 day year composed of twelve 30-day months, and shall mature and become payable, subject
to prior redemption in accordance w ith the pro visions of ArticleF ive hereof, onSept ember 1 in each
of the years and in the principal amounts set forth in the schedule below:

'Noi to exceed aincuii. pelim imiy. &"l)ei:t to change
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A m o u n t Interest
Maturing" Rate
$ 60,000

65.000
70,000
75,000
80.000
85,000
90,000
90.000
95,000

100,000
11 0.000
115,000

PAYMENT OF

Year of
Maturity

2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028

PRINCIPAL

Amount
Maturing*
$120.000
125,000
135,000
140.000
150,000
155,000
165,000
175,000
185,000
195,000
205,000
215.000

Interest
Rate

AND INTEREST. Tht

Year of
Maturity

2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016

SECTION 3.04.
hereby appointed as the paying agent for the Bonds. The principal of the Bonds, shall be payable,
without exchange or collection charges, in any coin or currency of the United States of America
w hich. on the date of payment, is legal tender for the payment of debts due Ihc II nited States of
America, upon their presentation and surrender as they become due and payable, whether at maturity
or by prior redemption in the case of the Bonds, at the designated office for payment of the Registrar.
The interest on each Bond shall be payable on , 20 ". and semiannually thereafter on
March 1 andSeptember 1 ofeachyearby checkpayableonthelnterestPaymentDate, mailed by the
Registrar on or before eac h Interest Pay mcnt Dat e to the Registered Owner as shown o nthe Register
on the Record Date or, at the request of a Registered Owner, and at the Registered Owner's risk and
expense, in such other manner as may be acceptable to the Registered 0 \vncr and the Registrar. Any
accrued interest payable at maturity or earlier redemption, in the case of the Bonds, shall be paid upon
presentation and surrender ofthe Bond to which such interest appertains.

If the date for payment on any Bond is a Saturday, Sunday, a legal holiday, or a day on which
banking instilutioas in the city where the Registrar is located are authorized by law o r executive o rder
to close, or the United S talcs Postal Service is not open for business, then the dale for such payment
shall be the next succeeding day which is not a Saturday. Sunday, legal holiday, or a day on which
banking institutions arc authori/ed by law or executive order to close, and payment on such date shall
have the same force and effect as if made on Ihc original date payment was due.

SECT I ON 3.05. SUCCESSOR REGISTRARS. The District covenants that at all
times while any Bonds arc outstanding it w i l l provide a bank, trust company, financial institution or
other entiw duly qualified and duly authorized to act as Registrar for the Bonds. The District reserves

'Prtli mimrv, Mibicci to
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the right to change the Registrar on not less than 30 days written notice to the Registrar, so long as
any such notice is effective at such time as to not disrupt payment on the next succeeding principal
or interest payment date on the Bonds. Promptly upon the appointment of any successor Registrar,
the previous Registrar shall deliver the Register or copies thereof to the new Registrar, and the new
Registrar shall notify each Registered Owner, by United Statesman, first-class postage prepaid, of
such change and of the address o f the new Registrar. Each Registrar hereundcr, by acting in that
capacity, shall be deemed to have agreed to the provisions of this Section.

SECTION 3.06. SPECIAL RECORD DATE. If interest on any Bond is not paid on
any Interest Payment Date and continues unpaid for 30 days thereafter, the Registrar shall establish
a new record date for the payment of such interest, to be known as a Special Record Date, The
Registrar shall establish a Special Record Dale when funds to make such interest payment are
received from or on behalf of the District. Such Special Record Date shall be 15 days prior to the
date fixed for payment of such past due interest, and notice ofthe date of payment and the Speci al
Record Date shall be sent by I'nited States mail, first-class, postage prepaid, not later than 5 days
prior to the Special Record Dale, to each affected Registered Owner of record as ofthe close of
business o n the day prior to the mailing of such notice.

SECTION 3.07. REGISTERED OWNERS. TheDistrict, the Registrar and any other
person may treat the person in whose name any Bond is registered as the absolute Registered Owner
of such Bond for the purpose of making payment of principal or interest on such Bond, and for all
other purposes, w hethcr or not such Bond is overdue, and neither the D istrict, nor the Registrar shall
be bound by any notice or know ledge to the contrary. All payments made to the person deemed to
be the Registered Owner o fany Bond in accordance w ith this Sect ion 3.07 shall be valid and effectual
and shall discharge the liability of the District and the Registrar upon such Bond to the extent of the
sums paid.

SECT I ON 3.08. EXECUTION OF BONDS. 'JTie Bondsshall be signed on behalf of
the D istrict by the P resident ofthe Board of D ireclors and attested by the S ecretary, by their manual,
lithographed, or facsimile signatures, and the official seal of the District shall be impressed or placed
in facsimile thereon. The facsimile signatures on the Bonds shall have the same effect as if each of
the Bonds had been signed manually and in person by each of said officers, and the facsimile seal on
the Bonds shall have the same effect as if the official seal ofthe District had been manually impressed
upon each ofthe Bonds. If any officer of ihc District \\ hose manual or facsimile signature appears
on the Bonds shall cease to be such officer before the authentication of such Bonds or before the
delivery of such Bonds, such manual or facsimile signature shall nevertheless be valid and sufficient
for all purposes as if such officer had remained in such office.

SECTION 3.09. AUTHENTICATION. The Initial Bond shall bear thereon a
certificate of registration ofthe Comptroller of Public Accounts of the State of Texas, substantially
in the form provided in Section 6.02 of this Bond Order, manually executed by the Comptroller or
a duly authorized deputy. All other Bonds shall bear a certificate of authentication, substantially in
the form provided in Section 6.03 of this Bond Order, manually executed by anauthorized officer of
the Registrar. No Bond shall be valid or obligatory for any purpose unless either the registration

MOURt- Sf ROWING Ml TM nl FixMflS BundOrder



certificate of the Comptroller or the authentication certificate of the Registrar has been signed by a
duly authorized officer thereof.

SECTION 3.10. BOOK-ENTRY-ONLY PROVISIONS, (a) Bo ok-Entry-Only
System. The Bonds issued in exchange for the Initial Bond as provided in Sect ion 3.02 shall be issued
in the form of a separate single fully registered Bond for each of the maturities thereof registered in
the name of Cede & Co., as nominee of The Depository Trust Company of New York ("DTC") and
except as provided in subsection (b) hereof, all of the outstanding Bonds shall be registered in the
name of Cede & Co., as nominee of DTC.

Withrespcctto Bonds registered inthcnameofCede& Co., as nominee ofDTC, the District
and the Paying Agent/Registrar shall have no responsibility or obligation to any securities brokers and
dealers, banks, trust companies, clearing corporationsand certain other organi/ations on whose behalf
D TC w as created to hold securitiesto facilitate the clearance and settlement of securities transactions
among DTC participants (the "DTC Participant") or to any person on behalf of whom such a DTC
Participant holds an interest in the Bonds. Without limiting the inmediately preceding sentence, the
District and the Paying Agent/Registrar shall have no responsibility or obligation with respect to (i)
the accuracy of the records of DTC, Cede & Co. or any DTC Participant wi th rcspect to any
ownership interest in the Bonds, lii) the delivery to any DTC Participant or any other person, other
than a Registered Owner, as shown on the Registration Books, of any notice w i t h respect to the
Bonds, o r ( i i i ) the payment to any DTC Participant or any person, other than a Registered Owner,
as shown in the Registration Books of any amount with respect to principal of or interest on the
Bonds. Notwithstanding any other pro vision of this Order to the contrary, but to the extent permitted
by law, the District and the Paying Agent/Registrar shall be entitled to treat and considerthe person
in whose name each Bond is registered in the Registration Booksasthe absolute ow ncr of such Bond
for the purpose of payment of principal of and interest, wi th respect to such Bond, for the purposes
of registering transfers w ith respect to such Bond, and for all other purposes of registering transfers
w i t h respect to such Bonds, and for all other purposes whatsoever. The Paying A gent/Registrar shall
pay all principal of and intcreston the Bonds onlyto or upon the order of the respective Registered
Owners, as shown in the Registration Books as provided in this Order, or their respective attorneys
duly authorized in writing, and all such payments shall be valid and effective to fully satisfy and
discharge the District's obligations wi th respect to payment of principal of and interest on the Bonds
to the extent of the sum or sums so paid. No person other than a Registered Ow ner,asshown in the
Registration Books, shall receive a Bond evidencing the obligation of the District to make payments
of principal, and interest pursuant to this Order. Upon delivery by DTC to the Paying
Agent/Registrarofwritten not fce to the effect that DTC has determined to substitute anew nominee
in place of Cede & Co., and subject to the provisions in this Order wi th respect to interest checks
being mailed to the registered owner at the close of business on the Record Date the word "Cede &
Co." in this Order shall refer to such new nominee of DTC.

(b) Successor Securities Depository; Transfer Outside Book-Entry-Only System. In the
event that the D istrict determines to discontinue the book-entry system through DTC or a successor
or DTC determines to discontinue providing its services with respect to the Bonds, the District shall
either (i) appoint a successor securitiesdepository, qualified to act as such under Sect ion I7(a)of the



Securities and Exchange Act of 1934, as amended, notify DTC and DTC Participants of the
appo intment o fsuch successor securities depos ito ry and transfer one o r more separate B onds to such
successor securities depository or (ii) notify DTC and DTC Participants of the availability through
DTC ofBonds and transfer one or more separate Bonds to DTC Participants having Bondscredited
to their DTC accounts. In such event, the Bonds shall no longer be restricted to being registered in
the Registration Books in the name of Cede & Co., as nominee of DTC, but may be registered in the
name of the successor securities depository, or its nominee, or in whatever name or names the
Registered 0\vnertransferringor exchanging Bond shall designate, in accordance w i t h the provisions
of this Order.

(c) Payments to Cede & Co. Notwithstanding any other provision of ihis Order to the
contrary, so long as any Bond is registered in the name of Cede & Co., as nominee of DTC, all
payments with respect to principal of, and iiterest on such Bond and all notices with respect to such
Bond shall be made and given, respectively, in the manner provided in the Letter of Representations
of the District to DTC.

ARTICLE FOUR

REGISTRATION. TRANSFER. AND EXCHANGE

SECTION 4.01. REGISTRATION. TRANSFER. AND EXCHANGE. So long as
any Bonds remain outstanding, the Registrar shall keep at its designated office for payment the
Register, in which, subject to such reasonable regulations as it may prescribe, the Registrar shall
provide for the registration and transfer of Bonds in accordance with the terms of this Bond Order.

Each Bond shall be transferable only upon the presentation and surrender thereof at the
designated office for payment of the Registrar, duly endorsed for transfer, or accompanied by an
assignment duly executed by the Registered Owner or an authorized representative in form
satisfactory to the Registrar. Upon due presentation of any Hond for transfer, the Registrar shall
authenticate and deliver in exchange therefor, w ithin 72 hours after such presentation, a new Bond
or Bonds of the same type, registered ri the name of the transferee or transferees, in authorized
denominations and of the same maturity and aggregate principal amount and bearing interest at the
same rate as the Bond or Bonds so presented.

All Bonds shall be exchangeable upon presentation and surrender thereofat the designated
office for payment of the Registrar for a Bond or Bonds of the same maturity and interest rate and
in any authorized denomination, in an aggregate principal amount equal to the unpaid principal
amount of the Bond or Bonds presented for exchange. The Registrar shall be and is hereby
authorized to authenticate and deliver exchange Bonds in accordance with the provisions of this
Section 4.01. Each Bond delivered in accordance with this Section 4.01 shall be entitled to the
benefits and security of this Bond Order to the same extent as the Bond or Bonds in lieu ofwhich
such Bond is delivered.

MOORL'SCROSSINCiMl L>1 nl lixi'l'f tlondOder



The District or the Registrar may require the Registered Owner of any Bond to pay a sum
sufficient to cover any tax or other governmental charge that maybe imposed in connection with the
transfer or exchange of such Bond. Any fee or charge of the Registrar tor such transfer or exchange
shall be paid by the D istrict.

SECT I ON 4.02. M U T I L A T E D , LOST, OR STOLEN BONDS. U p o n t h e
presentation aid surrender to the Registrar of a mutilated Bond, the Registrar shall authenticate and
deliver in exchange therefor a replacement Bond of like maturity, interest rate and principal amount,
bearing a number not contemporaneously outstanding. If any Bond is lost apparently destroyed, or
wrongfully taken. the D istrict. pursuant to the applicable laws o fthe State of Texas and in the absence
of notice or know ledge thai such Bo ndhas been acquired by a bo na fide purchaser, shall execute and
the Registrar shallauthenticate and deliver a replacement Bond of like amount, bearing a number not
contemporaneously outstanding.

The District or the Registrar may require the Registered Owner of a mutilated Bond to pay
a sum sufficient to cover any tax or other governmental charge that maybe imposed in connection
therewith and any other expenses competed therewith, including apparently destroyed, or wrongfully
taken, the District, pursuant to the applicable laws of the State of Texas and in the absence of notice
or knowledge that such Bond has been acquired by a bona fide purchaser, shall execute and the
Registrar shall authenticate and deliver a replacement Bond of like amount, bearing a number not
contemporaneously outstanding.

The District or the Registrar may require the Registered Owner of a mutilated Bond to pay
a sum sufficient to cover any tax or other governmental charge that may be imposed in connection
therewith and any other expenses connected therewith, including the fees and expenses of the
Registrar. The District or the Registrar may require the Registered Owner of a lost, apparently
destroyed or w rung folly taken Bond, before any replacement Bond is issued, to:

(a) furnish to the District and the Registrar satisfacio rye videnceofthe ownership ofand
the circumstances of the loss, destruction or theft ofsuch Bond;

(b) furnish such security or indemnity as may be required by the Registrar and the District
to save them harmless;

(c) pay all expenses and charges in connection therewith, including, but not limited to,
printing costs, legal fees, fees of the Registrar and any tax or other governmental
charge that may be imposed; and

(d) meet any other reasonable requirements of the District and the Registrar.

If, after the delivery o fsuch replacement Bond, a bona fide purchaser of the original Bond wh ich such
replacement Bond was issued presents for payment such original Bond, the District and the Registrar
shall be entitled to recover such replacement Bond from the person to whom it was delivered or any
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person taking therefrom, except a bona fide purchaser, and shall be entitled to recover upon the
security or indemnity provided therefor to the extent of any loss, damage, cost or expense incurred
by the D isirict or the Registrar in connection therewith.

If any such mutilated, lost, apparently destroyed or wrongfully taken Bond has become or is
about to become due and payable, the District in its discretion may. instead of issuing a replacement
Bond, authorize the Registrar to pay such Bond.

Each replacement Bond delivered in accordance w ith this Section 4.02 shall be entitled to the
benefits and security of this Bond Order to the same extent as the Bond or Bonds in lieu of which
such replacement is delivered.

SECT I ON 4.03. CANCE LLAT ION OF BONDS. A II Bonds paid in accordance w ith
this Bond Order, and all Bonds in lieu of which exchange Bonds or replacement Bonds are
authenticated, registered, and delivered in accordance herewith, shall be canceled and destroyed upon
the making of proper records regarding such payment, redemption, exchange, or replacement. This
Registrar shall furnish the District wi th appropriate certificates of destruction of such Bonds.

ARTICLE FIVE

REDEMPTION OF BONDS BEFORE MATURITY

SECTION 5.01. REDEM PTION OF BONDS . The D strict reserves the right, at its
option, to redeem the Bonds as set forth in the FORM OF B O N D in Section 6.01.

ARTICLE SIX

FORM OF BOND

SECTION 6.01. FORM OFBOND. The Bonds authorized by this Bond Order shall
be in substantially the following Form, with such omissions, insertions, and variations, including
variations in form, spacing, and style, as may be necessary and desirable and consistent with the terms
of this Bond 0 rder. The D istrict shall provide sufficient printed bond forms, duly executed by the
D istrict, to the Registrar for registration, authentication, anddc livery of the Bonds inaccordance w ith
the provisions of this Bond Order.

FORM OFBOND

UNI TED STAT ES OF AM ERICA
STATE OF TEXAS

MOORE'S CROSSING MUNICIPAL UTILITY Dl STRICT
UNLIMITED TAX BOND

MOORFSC'KOSSINCMI



SERIES 2005

NO. R- PRINCIPAL
AMOUNT

$

INTEREST RATE DATE OF BONDS MATURITY DATE CUSIPNO.

,2005*

REGISTER ED OWNER:

PRINCIPAL AMOUNT:

ON THE MATURITY DATE specified above, MOORE'S CROSSING MUNICIPAL
UTILITY Dl STRI CT (the "D istrict"). being a political subdivision of the State of Texas, hereby
promises to pay to die Registered 0 w tier set forth above, or registered assign (hereinafter called the
"Registered Owner") the principal amount set forth above, and to pay interest thereon calculated on
the basis of a 360 day year of twelve 30 day months, from ) , 20 * on ,
20 "and semiannual!) on each March 1 and September I thereafter (an "Interest Payment Date")
to the maturity date specified above, or the date of redemption prior to maturity, at the interest rate
per annum specified above; except that if this Bond is required to be authenticated and the date of
its authentication is later than the first Record D ate (hereinafter defined), such principal amount shall
bear interest from the Interest Payment Date next preceding the date ofauthenticat ion, unless such
date of authentication is after any Record Date but on or before the next follow ing Interest Payment
Date, in which case such principal amount shall bear interest from such next following Interest
Payment Date; provided, however, that if on the date of authentication hereof the interest on the
Bond or Bonds, if any, for w hich this Bond "K being exchanged or converted from is due but has not
been pa id, then this Bond shall bear interest from the dale to which such interest has been paid in full.
Notwithstanding the foregoing, during any period in which ownership of the Bonds is determined
only by a book entry* at a securities depository for the Bonds, any payment to the securities
depository, or its nominee or registered assigns, shall be made in accordance with existing
arrangements between the District and the securities depository.

THE P R I N C I PAL OF AN D INTEREST ON this Bond are payable in lawful money of the
United States of America, without exchange or collection charges. The principal of this Bond shall
be paid to the Registered Owner hereof upon presentation and surrender of this Bond at maturity or
upon the date fixed for its redemption prior to maturity at Wells Fargo Bank, National Association
which is the "Registrar" or T ay ing Agent/Registrar" for this Bond at its designated office for
payment in Austin, Texas. The payment of interest on this Bond shall be made by the Paying
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Agent/Registrar to the Registered Owner hereof on each Interest Payment Date by check or draft,
dated as of such Interest Payment Date, drawn by the Registrar on, and payable solely from, funds
of the District required by the order authorizing the issuance of the Bonds (the "Bond Order") to be
on deposit with the Registrar for such purpose as hereinafter provided; and suchcheck or draft shall
be sent by the Registrar by United States mail, first-class postage prepaid, on or before each such
Interest Payment Date, to the Registered Owner hereof, at its address as it appeared on the fifteenth
(15th) calendar day of the month next preceding each such date (Ihe" Record Date") on the Register
kept by the Registrar listing the names and addresses of the Registered Owners (the "Register"). In
addition, interest may be paid by such other method, acceptable to the Registrar, requested by, and
at the risk and expense of, the Registered Owner. In the event of a non-payment of interest on a
scheduled payment date, and for 30 calendar days thereafter, a new record date for such interest
payment (a "Special Rceord Date") w i f l be established by the Pay ing Agent/Registrar, if and when
funds for the payment of such interest have been received from the District. Notice ofthe Special
Record Date and ofthe scheduled payment date of the past due interest (which shall be 15 calendar
days after the Special Record Dale) shall be sent at least 5 business days prior to the Special Record
Date by United States mail, first-class postage prepaid, to the address of each Registered Owner as
it appears on the Register at the close of business on the last business day next preceding the date of
mailing of such notice.

D U R I N G ANY PERIOD in which ownership of the Bonds is determined only by a book
entry at a securities depository for the Bomb, if fewer than all of the Bonds of the same maturity and
bearing the same interest rate arc lo be redeemed, the particular Bonds of such maturity and bearing
such interest rate shall be selected in accordance w ith the arrangements between the District and the
securities depositor)'.

ANY ACCRUED INTEREST due at maturity or upon the redemption of this Bond prior
to mat urity as prov ided herei n shal I be paid to the Regi stered 0w n er upon prescntat ion and surrender
of this Bond for payment at ihe designated office for payment ofthe Paying Agent/Registrar. The
District covenants with ihc Registered Owner of this Bond that on or before each principal payment
date, interest payment date, and any redemption date for this Bond it w i l l make available to the
Registrar, from the "Debt Service Fund" the creation of which is affirmed by the Bond Order, the
amounts required to provide for the payment, in immediately available funds, of all principal of and
interest on the Bonds, when due.

IF THE DATE for any payment due on this Bond shall be a Saturday, Sunday, a legal
holiday, or a day on which banking institulions in the city where the designated office for payment
of the Pay ing Agent/Registrar is located are authorized by law or executive order to close, or the
United States Postal Service is not open tor business, then the date for such payment shall be the next
succeeding day which is not such a Saturday, Sunday, legal holiday, or day on which banking
institutions are authorized to close, or the United States Postal Service is not open for business; and
payment on such date shall have the same force and effect as if made on the original date payment
was due.
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THISBOND is one of a series of Bonds dated as of , 20 ' and authorized
to be issued pursuant lo the Bond Order adopted by the Board of Directors of the District in the
principal amount of $3,000,000" FOR THE PURPOSES OF PURCHASING,
CONSTRU CTING, ACQUIRING, OWNING, OPERATING, REPAIRING, IMPROVING
OR EXTENDING A WATERWORKS SYSTEM, WASTEWATER SYSTEM AND
DRAINAGE SYSTEM INCLUDING,BUT NOT LIMITED TO, ALL ADDITIONSTOSUCH
SYSTEMSAND ALL WORKS, IMPROVEMENTS, FACILITIES, PLANTS, EQUIPMENT,
APPLIANCES, INTERESTS IN PROPERTY, AND CONTRACT RIGHTS NEEDED
THEREFORE AND ADMINISTRATIVE FACILITIES NEEDED IN CONNECTION
THEREWITH I NCLUDI NG THE PURCHASE OF CERTAIN WATER Dl STRI BUTION,
WASTEWATER COLLECT! ON AND DRAINAGE FACILITIES CONSTRUCTED BY THE
DEVELOPER. IN ADDITION, PROCEEDS OF THE BONDS WILL BE USED TO: (1)
CAPITALIZEAPPROXIMATELY24MONTHS1 INTEREST REQUIREM ENTSON THE
BON DS; (2) PAY DEVELOPER INTEREST AND (3) PAY THE COSTS OF ISSUAN CE IN
CONNECTION WITH THE BONDS.

ON , 20 * OR ON ANY DATE THEREAFTER, the Bonds maturing
, 20 ' and thereafter, may be redeemed prior to their scheduled maturities, at the

opt ion of the District, w i th funds derived from any available and lawful source, at a redemption price
equal to the principal amount to be redeemed plus accrued interest to the dale fixed for redemption
as a w hole, or from time to time in part, and, if in part, the particular Bonds, or portions thereof, to
be redeemed shall be selected and designated by the D istrict, and if less than all of a maturity is to be
redeemed the Registrar shall determine by lot the Bonds, or portions thereof with in such maturity to
be redeemed (provided that a port ion of a Bond may be redeemed only in integral mult iplesof$5,000
of principal amount).

THE BONDS M A T U R I N G ON ,20 * are subject to mandatory sinking
fund redemption prior to maturity in the follow ing amounts on the follow ing dates and at a price of
par plus accrued interest to the redemption date ("Term Bonds'").

Term Bond Maturing on , 20

Mandatory
Redemption Date Principal Amount

, 20 $

,20 *

h i n a l Maturity

'To he cmi pitted clit:« ro pn CIT%;
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THE PRI NCI PAL AM OUNT of the Term Bonds required to be redeemed pursuant to the
operation of the mandatory sinking fund redemption provisions shall be reduced, at the option of the
D istrict by the principal amount of any Term Bonds of the stated maturity which, at least 50 days
prior to a mandatory redemption date, (I) shall have been acquired by the District at a price not
exceeding the principal amount of such Term Bonds plus accrued interest to the date of purchase
thereof, and delivered lo the Pay ing Agent/Registrar for cancellation, (2) shall have been purchased
and canceled by the Pay ing Agent/Registrar at the request of the District wi th monies in the Debt
Service Fund at a price not exceeding the principal amount of the Term Bonds plus accrued interest
to the date of purchase thereof, or (3) shall have been redeemed pursuant to the optional redemption
provisions and not theretofore credited against a mandatory sinking fund redemption requirement.

AT LEAST 30 calendar days prior to the date fixed for redemption of Bonds or portions
thereof prior to maturity a written notice of such redemption shall be sent by the Registrar by United
States mail, first-class postage prepaid, to (i) the Registered Owner of each Bond to be redeemed at
its addressas it appeared o n the R egister o n the 45th calendar day prior to such redemption date and
(ii) major securities depositories and bond information services. By the date fixed for any such
redemption due provision shall be made with the Registrar for the payment of the required
redemption price for the Bonds or portions for wh ich such payment is made, all as provided above.
The Bondsor portions thereof which arc to be so redeemed thereby automatically shall be treated as
redeemed prior to their scheduled maturities, and they shall not bear interest after the date fixed for
redemption, and they shall not be regarded as being outstanding except for the right of the Registered
Owner to receive the redemption price from the Registrar out of the funds provided for such
payment. If a port ion of any Bond shall be redeemed, a substitute Bond or Bonds having the same
maturity date, bearing interest at the same rate, in any authorized denomination or denominations,
at the written request of the Registered Owner, and in aggregate principal amount equal to the
unredeemed portion thereof, w ill be issued to the Registered 0 w ner upon the surrender thereof for
cancellation, at the expense of the District, all as provided in the Bond Order.

ALL BONDS OF THIS SERIES are issuable solely as fully registered Bonds, without
interest coupons, in the principal denomination in the case of the Bonds, of any integral multiple of
$5,000. As provided in the Bond Order, this Bond may, at the request of the Registered Owner or
the assignee or assignees hereof, be assigned, transferred, converted into and exchanged fora like
aggregate amount of folly registered Bonds, without interest coupons, payable to the appropriate
Registered Owner, assignee or assignees, as the case may be, having any authorized denomination
or denominations as requested in writ ing by the appropriate Registered Owner, assignee or assignees,
as the case may be, upon surrender of this Bond to the Registrar for cancellation, all in accordance
with the form and procedures set forth in the Bond Order. Among other requirements for such
assignment and transfer, this Bond must be presented and surrendered to the Registrar, together w ith
proper instruments of assignment, h form and with guarantee of signatures satisfactory to the
Registrar, evidencing assignment of this Bond or any portion or portions hereof in any authorized
denomination totheassigneeor assignees in whose name or names this Bond or any such portion or
port ions hereof is or are to be registered. The Formof Assignment printed or endorsed on this Bond
may be executed by the Registered 0 w ner to evidence the assignment hereof, but s uch method is not
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exclusive, and other instruments of assignment satisfactory to the Registrar may be used to evidence
the assignment of this Bond or any portion or portions hereof from time to lime by the Registered
Owner. The Registrar's reasonable standard or customary fees and charges for assigning, transferring,
converting and exchanging any Bond or portion thereof w i l l be paid by the District. In any
circumstance, any taxes or governmental charges required to be paid w ith respect thereto shall be
paid by the one requesting such assjgnment transfer, conversion or exchange, as a condition
precedent to the exercise of such privilege. The Registrar shall not be required to make any such
transfer, conversion or exchange of any Bond or any portion thereof (i) during the period
commencing w i t h the close of business on any Record Date and ending with the opening ofbusiness
on the next follow ing principal or Interest P ayment D ate or (ii) w ithin 45 calendar days prior to its
redemption date: provided, however, such limitation on transferability shall not be applicable to an
exchange by the Registered Owner of the unredeemed balance hereof in the event of its redemption
in part.

WHENEVER the beneficial ownership of this Bond is determined by a book entry at a
securities depository for the Bonds, the foregoing requirements of holding, deliveringor transferring
this Bond shall be modified to require the appropriate person or entity to meet the requirements of
the securities depository1 as to registering or transferring the book entry to produce the same effect.

IN THE EVENT any Registrar for the Bonds is changed by the District. resigns,or otherwise
ceases to act as such, the District has covenanted in the Bond Order that it promptly wi l l appoint a
competent and legally qualified substitute therefor, and cause written notice thereof to be mailed to
the Registered Owners of the Bonds.

THE BONDS arc payable from the proceeds of an ad valorem tax, w ithout legal limit as to
rate or amount, levied upon all taxable property within the District. The Bond Order provides that
the District reserves the right to consolidate u ith one or more conservation and reclamation districts,
toconsotidate its waterworks and sewer systems withthesystemsofsuchdistricts.TheBondOrder
further provides that the pledge of taxes, to the payment of the Bonds shall terminate at such time,
if ever, as (i) money and/or defeasance obligations in an amount sufficient to defease the Bonds is
deposited w ith or made available to the Registrar in accordance w ith the Bond 0 rder or (ii) a City
dissolves the District, and assumes the obligations of the District pursuant to existing Texas law.

THE BONDS are issued pursuant to the Bond Order, whereunder the District covenants to
levy a continuing direct annual ad valorem tax. w ithoul legal limit as to rate or amount, on taxable
property w ithin the D istrict, for each year w hilc any part of the Bonds are considered outstanding
under the provisions of the Bond Order, in sufficient amount, together with revenues and receipts
available from other sources which are equally available for such purposes, to pay interest on the
Bonds as it becomes due, to provide a sinking fund for the pay mentofthe principal of the Bonds
when due or the redemption price at any earlier required redemption date with respect to the Bonds,
and to pay the expenses of assessing and collecting such tax, all as more specifically provided in the
Bond Order. Reference is hereby made to the Bond Order for provisions with respect to the
operation and maintenance of the District's facilities, the custody and application of funds, remedies

16



in the event of a default hereunder or thereunder, and the other rights of the Registered Owners of
the Bonds. B y acceptance of this Bond the Registered Ow ner hereof consents to all of the provisions
of the Bond Order, a certified copy of which is on file in the office of the District.

THE OBLIGATION to pay the principal of and the interest on this Bond is solely and
exclusively the obligation of the District until such time, i fever, as the District is abolished and this
Bond is assumed as described above. No other entity, including the State of Texas, any political
subdivision thereof other than the District, or any other public or private body, is obligated, directly,
indirectly, contingently, or in any other manner, to pay the principal of or the interest on this Bond
from any source whatsoever. No part of the physical properties of the District including the
properties provided by the proceeds of the Bonds, is encumbered by any lien for the benefit of the
Registered Owner ofthis Bond.

THE DISTRICT RESERVES THE RIGHT to issue additional bonds heretofore or
hereafter duly authorized at elections held in the District payable from a lien on and pledge of taxes;
bonds, notes and other obligations of inferior liens, and revenue bonds, notes and other obligations
payable solely from revenues ofthc District or revenues to be rcce ivcd under contracts with other
persons, including private corporations, municipalities and political subdivisions or from any other
source. 'Hie District further reserves the right to issue refunding bonds in any manner permitted by
law to refund any bonds (including the Bonds) at or prior to their respective dates of maturity or
redemption.

TO THE EXT ENT permitted by and in the manner provided in the Bond 0 rder, the terms
and provisions of the Bond Order and the rights ofthc Registered Owners of the Bonds may be
modified with, in certain circumstances, the consent of the Registered Owners of a majority in
aggregate principal amount of the Bonds affected thereby; provided, however, that, without the
consent of the Registered Owners of all of the Bonds affected, no such modification shall (i) extend
the time or times of payment of the principal of and interest on the Bonds, reduce the principal
amount thereof or the rate of interest thereon, or in any other way modify the terms of payment of
the principal of or interest on the Bonds, (ii) give any preference to any Bond over any other Bond,
or (iii) reduce the aggregate principal amount of the Bonds required for consent to any such
modification.

THIS BOND shall not be valid or obligatory for any purpose or be entitled to any benefit
under the Bond Order unless this Bond either (a) is registered by the Comptroller of Public Accounts
of the State of Texas as evidenced by execution of the registration certificate endorsed hereon or (b)
is authenticated as evidenced by execution of the authentication certificate endorsed hereon by the
Registrar.

IT IS HEREBY CERTIFIED, COVENANTED, AND REPRESENTED that all acts,
conditions, and things necessary'to be done precedent to the issuance of the Bonds in order to render
the same legal, valid, and binding obligations of the District have happened and have been
accomplished and performed in regular and due time, form, and manner, as required by law; that
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provision has been made for the payment of the principal of and interest on the Bonds by the levy of
a continuing, direct annual ad valorem tax upon all taxable property within the District and that
issuance of the Bonds does not exceed any constitutional or statutory limitation. In the event that
any provisions herein contained do or would, presently or prospect ively, operate to make any part
hereof void or voidabb, such provisions shall be without effect or prejudice to the remaining
provisions hereof, which shall nevertheless remain operative, and such violative provisions, if any,
shall be reformed by a court of competent jurisdiction w ithin the limits of the laws of the State of
Texas.

IT ISFURTH ER CERTI Fl ED that theD istrict has designated the Bondsas "qualified tax-
exempt obligations" wi thin the mean ing of Sect ion 265(b) of the Internal Revenue Code of 1986.

IN WITNESS WHEREOF, the District has caused this Bond to be signed with the manual
or facsimile signature of the P resident ofthe Board ofDircctors of the Di strict and countersigned
with the manual or facsimile signature of the Secretary ofthe Board of Directors of the District, and
has caused the official seal ofthe District to be duly impressed, or placed in facsimile, onthis Bond.

MOORE'S CROSSING MUNICIPAL
UTILITY DISTRICT

Secretary, Board of D rectors President, Board of D irectors

(SEAL)

SECTION 6.02. REGISTRATION OF I N I T I A L B O N D BY STATE
COMPTROLLER AND CERTIFICATE. The Initial Bond shall be registered bytheComptro Her
of Public Accounts ofthe State of Texas as provided by law. The registration certificate ofthe
Comptroller of Public Accounts of the State of Texas shall be printed on the face ofthe Init ial Bond
and shall he in substantially the following form:

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

1 hereby certify that this Bond has been examined, certified as to validity, and approved by
the Attorney General of the State of Texas, and that this Bond has been registered by the Comptroller
of Public Accounts ofthe State of Texas.

Witness my signature and seal this
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Comptroller of Public Accounts
of the State of Texas

(COMPTROLLKR'SSEAL)

SECTION 6.03. FORM OF AUTHENTICATION CERTIFICATE. The follow ing
form of authentication certificate shall be printed on the face of each of ihe Bonds other than the
Initial Bond:

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE
(To be executed if this Bond is not accom panied by an
executed Registration Certificate of the Comptroller

of Public Accounts of the State of Texas)

II is hereby certified that this Bond has been issued under the provisions of the Bond Order
described in the text of this Bond; and that this Bond has been issued in conversion or replacement
of, or in exchange tor, a Bond, Bonds, or a portion of a Bond or Bonds of a series which originally
was approved by the Attorney General of the State of Texas and registered by the Comptroller of
Public Accounts of the State of Texas.

Dated: WELLS FARGO BANK,
NATIONAL ASSOCIATION

Registrar

By
Authorized Representative

SECT I ON 6.04. FORM OFASSIGNM ENT. A form of assignment shall be printed
on the back of each of the Bonds and shall be in substantially the following form:

ASSIGNM ENT

For value received, the undersigned hereby sells, assigns and transfers unto

Please insert Social Security or Taxpayer
identification Number of Transferee
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(P lease print or typew rite name and address,
including zip code of Transferee)

the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints
, atto rney, to register the transfer of the w ithin

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

Dated:

Signature Guaranteed:

NOTICE: Signature^) must be NOTICE: The signature above
guaranteed by a member firm of must correspond with the name
the New Y ork S tock Exchange or of the Registered 0 w ner as it
a commercial bank or trust company. appears upon the front of this

Bond in every particular, w ith-
out alteration or enlargement
or any change whatsoever.

INSERTIONS FOR THE INITIAL BOND

The Initial Bond shall be in the form set forth above, except that:

A. immediately under the name of the Bond, the headings "INTEREST RATE" and
"MATURITY DATE" shall both be completed with the words "As shown bebw" and
"CUSIP NO." shall be deleted.

B. the first paragraph shall be deleted and the following w fll be inserted:

"ON THE MATURITY DATE SPECIFIED ABOVE, the Moore's Crossing Municipal
Utility D istrict (the "D istrict"), being a political subdivision, hereby promises to pay to the Registered
Owner specifed dbove, or registered assigns (hereinafter calfcd the "Registered Owner"), on
September 1 in each of the years, ft the principal rstalhients and bearing interest at the per annum
rates set forth in the following schedule:

Y ear of A mount Interest
Maturity Maturhg Rate
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(Information from Section 3.03 to be inserted)

The District promises to pay interest on the unpaid principal amount hereof (calculated on the basis
of a 360-day year of twelve 30-day months) from ,20 at the respective Interest Rate
per annum specified above. Interest is payable on , 20 and semiannually on each
March 1 and September 1 thereafter to the date of payment of the principal installment specified
above; except, that if this Bond is required to be authenticated and the date of its authentication is
later than the first Record D ate (hereinafter defined), such principal amount shall bear interest from
the kite rest payment date next preceding the date ofauthentication, unless such date of authentication
is after anyRecord Date but on or before the next following interest payment date, in wh ich case such
principal amount shall bear interest from such next following interest payment date; provided,
however, that if on the date ofauthentication hereof the interest on the Bond or Bonds, if any, for
which this Bond is being exchanged is due but has not been paid, then this Bond shall bear interest
from the date to which such interest has been paid in full"

C. The Initial Bond shall be numbered "T-l."

SECTION 6.05. CUSIPREGISTRATION. 'HiePresidentoftheBoardof Directors
may secure the printhg of identification numbers onthe Bonds through the CUSIP Service Bureau.

SECTION 6.06. LEGAL OPINION AND BOND INSURANCE. The approviig
opinion of Me Call, Parkhurst & Norton L.L.P., Austh, Texas, may be printed on the back of the
Bonds over the certification of the Secretary of the Board of D irectors which may be executed in
facsimile. In addition, if any bond insurance is obtained, any statement of insurance may be placed
on the Bonds.

ARTICLE SEVEN

SECUR ITY OF THE BONDS

SECTI ON 7.01. SECURITY OF BONDS. The Bonds are secured by and payable
from the levy of a continuing, direct annual ad valorem tax, without legal limitation as to rate or
amount, upon all taxable property w fthin the D istrict.

SECT I ON 7.02. LEVY OF TAX. (a) To pay the interest on the Bonds, and to create
a sinkingfund for the paymentof the principal thereof when due, andto pay theexpensesofasses sing
and co llecting such taxes, there is hereby levied, and there shall be assessed and co llected in due time,
a continuing, direct annual ad valorem tax w khout limit as to rate or amount on all taxable property
in the District for each year while any of the Bonds are outstanding. All of the proceeds of such
collections, except expenses incurred in that connectbn, shall be paid into the Series 2005 Debt
Service Fund, and the aforementioned tax and such payments into such fund shall continue until the
Bonds and the interest thereon have been My paid and discharged, and such proceeds shall be used
for such purposes and no other. While said Bonds, or any of them, are outstanding and unpaid, an
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ad valorem tax will be ample and sufficient to provide funds to pay the interest on said Bonds and to
provide the necessary silking fund to pay the principal when due, full allowance being made for
delinquencies and costsofcollection, together withrevenuesand recepts from other sources thatare
legally available fbrsuchpurpose, shall be levied and collected and applied to the payment of principal
and interest on the Bonds, as folbws:

(1) By September 1 in each year, or as soon thereafter as practicable, the Board shall
consider the taxable property in the District and determine the actual rate per $100
valuation of taxable property which is to be levied in that year and levy the tax against
all taxable property in the D istrict.

(2) In determining the actual rate to be levied in each year, the Board shall consider
among other things:

(i) the amount which should be levied for maintenance and operation purposes
and for any other obligations;

(ii) the amount which should be levied for the payment of principal, interest, and
redemption price of each series of bonds or notes payable in whole or in part
from taxes;

(iii) the amount which should be levied for the purpose of paying all other
contractual obligations ofthe District payable in whole or in part from taxes;
and

(iv) the percentage of anticipated tax collections and the cost of collecting the
taxes.

(3) In determining the amount of taxes which should be levied each year, the Board shall
consider whether proceeds from the sale of Bonds have been placed in the Series
2005 Debt Service Fund to pay interest on the Bonds and whether the Board
reasonably expects to have revenueorreceiptsavailabfe fromother sources which are
legally available to pay debt service on the Bonds.

(b) Chapter 1208, Government Code, appliesto the issuance of the Bonds and the pledge
of ad valorem taxes granted by the District under this Order, and such pledge is therefore valid,
effective and perfected. If Texas law is amended at anytime while the Bonds are outstanding and
unpaid such that the pledge of ad valorem taxes granted by the District under this Order is to be
subjectto the filing requirementsof Chapter 9, Business &Commerce Code, then in order to preserve
to the regi stered own ers ofthe Bo nds the perfection ofthe security interes t in said pledge, the D i strict
agrees to take such measures as it determines are reasonable and necessary under Texas law to
comply with the applicable provisions of Chapter 9, Business & Commerce Code and enable a filing
to perfect the security interest in said pledge to occur.
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SECTION 7.03. PAYMENT OF BONDS AND PERFORMANCE OF
OB LIGATIONS. The District covenants to pay promptlytheprincipal ofand interest on the Bonds
as the same become due and payable, w nether at maturity or by prior redemption, in accordance w ith
the terms of the Bonds and this Bond Order, and to keep and perform faithfully all of Is covenants,
undertakings, and agreements contained in this Bond Order, or in any Bond executed, authenticated,
and delivered hereunder.

SECT I ON 7.04. CONSOLI DAT I ON OR DISSOLUTION OF DISTRICT. To the
extent provided by law, the pledge of taxes set forthinSect ion 7.02 will terminate if acitytakes over
all properties and assets, assumes a 11 debts, liabilities, and obligations, and performs allfunctions and
services of the District, and the District is abolished pursuant to law.

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

(i) Consolidate the System with a similar system of one or more districts with which
the District is conso lidating and operate and maintain the systems as one conso Gdated system
(herein for purposes of this section the "Consolidated System").

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

(iii) Pledge the net revenues of the Consolidated System to the payment of
principal, interest, redemption price and bank charges on Revenue Bonds which may be issued
bytheConsoIidatngDistrictsonaparity with theoutstandrg first lien Rev enue Bonds of the
Consolidating Districts.

ARTICLE EIGHT

FLOW OF FUND SAND INVESTMENTS

SECTION 8.01. CREATION OF FUNDS. TheSeries 2005 Debt Service Fund, the
Operating Fund and the Series 2005 Capital Projects Fund are hereby created or confirmed. Each
fund shall be kept separate and apart from all other funds ofthe District. The Series 2005 Debt
S ervice F und shall constitute a trust fund which shall be held in trust by the D istrict for the benefit
ofthe holders ofthe Bonds.
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SECTION 8.02. OPERATING FUND. The Operating Fund shall comprise the fund
of the District for operating and maintaining the System and paying general and administrative
expenses of the District The District shall deposit to the credit of the Operating Fund all hcome or
increment which may grow out of the System unless derived from contracts with other persons,
including private co rporations, municipalities, and political subdivisions which, under the terms ofthe
authorizing orders, may be pledged for the requirements ofthe District's revenue bonds issued
particularly to finance the facilities needed in performing any such contracts, and the District may
deposit to the credit of the Operating Fundsuch other income or receipts oftheDistrict not otherwise
required to be applied by this Order. The Operating F und shall be used solely to (i) pay all reasonable
expenses of the administration, efficient operation, and adequate maintenance of the System, (ii)
transfer from time to time any excess to the credit of the Series 2005 Debt Serv ice F und when needed
to pay the obligations ofthe District payable therefrom, and (Si) to the extent the balance of the
Series 2005 Debt Service Fund and tax collect fans available for deposit thereto are sufficient to pay
w hen due the obEgations ofthe D istrict payable from the Series 2005 Debt Service Fund, to pay any
other law ful expense ofthe D istrict.

SECT I ON 8.03 SERIES 2005 CAPITAL PROJECTS FUND. The Series 2005
Capital P rejects F und shall comprise foe capital improvements fund of the D istrict. TheD istrict shall
deposit to the credit ofthe Series 2005 Capital Projects Fund the balance ofthe proceeds ofthe
Bonds remaining after the deposits to the Series 2005 Debt Service Fund provided in Section 9.02
of this Order. The Series 2005 Capital Projects Fund shall be applied solely to pay (i) the costs
necessary or appropriate to accomplish such ofthe purposes for which the Bonds are issued as
approved by the Commission with any surplus proceeds subject to the Commission's further approval
and (ii) the costs of issuing the Bonds, interest earnings derived from the investment of proceeds
from the sale ofthe Bonds deposited in the Series 2005 CapitalProjectsFund shall be used for the
purpose for which the Bonds are issued; provided that after completion of the purposes set forth in
Sect ion 3.01 of this Order any interest earn ings remaining on hand shall be deposited in the Series
2005 Debt Serv ice Fund.

SECTION 8.04 SECUR ITYOFFUNDS. Anycashbalanceinanyfund,totheextent
not insured by the Federal D eposit Insurance Corporation or its successor or the Federal Savhgs and
Loan Insurance Corporation or its successor, shall be continuously secured in the manner provided
by law for the security of funds of counties ofthe S tate of Texas.

SECTION8.05. DEBT SERVICE FUND; TAXLEVY. The District shall deposit
or cause to be deposited into the Series 2005 Debt Service Fund the aggregate of the following at
the time specified:

(a) As soon as practicable after the Bonds are sold, accrued nterest on the Bonds from
their date to the date of their delivery and capitalized interest on the Bonds for 24
months; and
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(b) The proceeds from collection of the ad valorem taxes levied, assessed and collected
for and on account of the Bonds pursuant to Section 7.02 hereof, less costs of
collection, as collected.

While the Bonds or any part of the principal thereof or interest thereon remain outstanding and
unpaid, there ishereby levied andthere shall be annually assessed and collected in duetime,formand
manner, and at the same time as other D istrict taxes are assessed, levied and collected, in each year,
beginning with the current year, a continuing, direct annual ad valorem tax upon alltaxable property
in the District sufficient to pay the current interest on the Bonds as the same becomes due, full
allow ance being made for delinquencies and costsofcollection, and said taxesare hereby irrevocably
pledged to the payment of the interest on and principal of the Bonds and to no other purpose. On
or before the date for payment ofthe principal and/or Interest Payment D ate on the Bonds, the Board
of Directors shall cause the transfer of moneys out ofthe Series 2005 Debt Service Fund to the
Registrar in an amount not less than that w hich is sufficient to pay the principal w hich matures on
such date and the interest which accrues on such date. The District shall pay fees and charges ofthe
Registrar for its services as paying agent and registrar for the Bonds from the Series 2005 Debt
Service Fund.

SECTION 8.06. INVESTM ENTS; EAR Nl NGS. Moneys deposited into the Series
2005 Debt Serv ice F und, the Operat ing F und and the Series 2005 Capital Projects F und and any other
fund or funds which the District may lawfully create may be rivested or reinvested in Authorized
Investments. All investments and anyprofitsrealized from and interestaccruing on investments made
from any fund may be transferred to the Series 2005 Debt Service Fund. If any moneys are so
invested, the District shall have the right to have sold in the open market a sufficient amount of such
investments to meet its obligations in the event any fund does not have sufficient uninvested funds
on hand to meet the obligations payable out of such fund. After such sale the moneys resulting
therefrom shall belong to the fund from w hich the moneys for such investments w ere hitklly taken.
The D istrict shall not be responsible to the Registered Owners for any loss arising out of the sale of
any investments.

ARTICLE NINE

APPLICATION OF BOND PROCEEDS
\

SECTION 9.01. BOND PROCEEDS. Proceeds from the sale of the Bonds willbe
disbursed in accordance w kh this Article.

SECTION 9.02. ACCRUED AN DCAPITALIZED INTEREST. Moneys received
from the purchaser ofthe Bonds representing accrued interest on the Bonds from their date to the
date of their actual delivery shall be deposited into the Series 2005 D ebt Service Fund. In addition,
proceeds of the Bonds representing capitalized interest shall be deposited into the S cries 2005 Debt
Serv ice Fund.
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SECTION 9.03. CAPITAL PROJECTS FUND. Proceeds ofthe Bonds necessary
to complete the purposes set forth in Section 3.01 herein and to pay the costs of issuance ofthe
Bonds shall be deposited in the Series 2005 Capital Projects F und. Any surplus bond proceeds after
completion ofthe projects authorized h the Commission Order, shall be depo sited into the Seri es
2005 D ebt S ervice Fund or shall be subject to approval by the Commission in accordance w ith the
Commission rules.

ARTICLE TEN

PROVISIONS CONCERN ING FEDERAL INCOME TAX EXCLUSION

SECTION 10.01. COVENANTSREGARDING TAX EXEMPTION OF INTEREST
ON THE BONDS, (a) Covenants. The District covenants to take any action necessary to assure,
or refrain from any action which would adversely affect, the treatment ofthe Bonds as obligations
described in section 103 ofthe Internal Revenue Code of 1986, as amended (the "Code"), the interest
on which is not includaHe in the "gross income" of the holder for purposes of federal income
taxatba In furtherance thereof, the District covenants as follows:

(1) to take any actbnto assure that no more than 10 percent ofthe proceeds ofthe
Bonds or the projects financed therew ith (less amounts deposited to a reserve fund, if any)
are used for any "private business use," as defined in section 141 (b)(6) ofthe Code or, if more
than 10 percent of the proceeds or the projects fnanced therewith are so used,suchamounts,
whether or not received by the District, with respect to such private business use, do not,
under the terms of this Order or any underlying arrangement, drectly or indirectly, secure or
provide for the payment of more than 10 percent of the debt service on the Bonds, in
contravention of section 141(b)(2) ofthe Code;

(2) to take any action to assure that in the event that the "private business use"
described in subsection (I) hereof exceeds 5 percent ofthe proceeds of the Bonds or the
projects financed therewith (less amounts deposited into a reserve fund, if any) then the
amount in excess of 5 percent is used for a "private business use" which is "related" and not
"disproportionate," within the mean ing of sect bn!41(b)(3) of the Code, to the governmental
use;

(3) to take any action to assure that no amount w hich is greate r than the lesser of
$5,000,000, or 5 percent of the proceeds of the Bonds (less amounts deposited into areserve
fund, ifany) isdirectlyor indirectly used to finance loans to persons, other than state or local
governmental units, in contravention of sect ion 141(c) ofthe Code;

(4) to refrain fromtaking any action w hich w ould otherw ise result in the Bonds being
treated as "private activity bonds" w fthin the meaning of section 141(b) ofthe Code;

(5) to refrain from taking any action that would result in the Bonds being "federally
guaranteed" within the meaning of sectbn 149(b) ofthe Code;

MOCRE<9CROSSINGMUnUilTkx20Q):BondCkder 26



(6) to refrain from using any portion of the proceeds of the Bonds, directly or
indirectly, to acquire or to replace funds which were used, directly or indirect^, to acquire
investment property (as defined insect ion 148(b)(2)of the Code) which prod ucesa materially
higher yield over the term of the Bonds, other than investment property acquired w ith -

(A) proceeds of the Bonds invested for a reasonable temporary period of 3
years or less or, in the case of a refunding bond, fora period of 30 days or less until
such proceeds are needed for the purpose for which the bonds are issued,

(B) amounts invested in a bonafide debt service fund, withinthemeaning of
section 1.148-l(b) of the Treasury Regulations, and

(C) amounts deposited h any reasonably required reserve or replacement
fund to the extent such amounts do not exceed 10 percent of the proceeds of the
Bonds;

(7) to otherwise restrict the use of the proceeds of the Bonds or amounts treated as
proceeds of the Bonds, as may be necessary, so that the Bonds do not otherw ise contravene
the requirements of section 148 of the Code (relating to arbitrage) and, to the extent
applicable, section 149(d) of the Code (relating to advance refundings); and

(8) to pay to the United States of America at least once during each five-year period
(beginnhgon the dateofdeliveryof the Bonds) an amount that isat least equalto 90 percent
of the "Excess Earnings," withii the meaning of section 148(f) of the Code andtopayto the
United States of A merica, not later than 60 days after the Bonds have been paid in full, 100
percent of the amount then required to be paid as a result of Excess Earnings under section
148(f) of the Code.

(b) Rebate Fund. In order to facilitate compliance w ith the above covenant (8), a "Rebate
Fund" is hereby established by the D fetrict for the sole benefit of the U nked States of America, and
such fond shall not be subject to the claim of any other person, including without limitation the
bondholders. The Rebate Fund is established for the additional purpose ofcomplence with section
148 of the Code.

(c) Proceeds. The District understands that the term "proceeds" inchides "disposition
proceeds" as defined in the Treasury Regulations and, in the case of refunding bonds, transferred
proceeds (if any) and proceeds of the refunded bonds expended prior to the date of issuance of the
Bonds. It is the understanding of the D istrict that the covenants contained herein are intended to
assure compliance w ith the Code and any regulations o r rulings promulgated by the U. S. D epartme nt
of the Treasury pursuant thereto. In the event that regulations or rulings are hereafter promulgated
w hich modify or expand provisions of the Code, as applicable to the Bonds, the District w ill not be
required to comply w ith any covenart contained herein to the extent that such failure to comply, in
the opinion of nationally recognized bond counsel, win not adversely affect the exemption from
federal income taxation of interest on the Bonds under section 103 of the Code. Inthe event that
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regulations or rulhgs are hereafter promulgated which impose additional requirements which are
applicable to the Bonds, the D istrict agrees to comply w ith the additional requirements to the extent
necessary, in the opinion of nationally recognEed bond counsel, to preserve the exemption from
federal income taxation of interest on the Bonds under section 103 of the Code. In furtherance of
such intention, the D i strict hereby authorizes and d irects the P resident to execute any documents,
certificates or reports required by the Code and to make such elections, on behalf of the District,
which may be permitted by the Code as are consistent with the purpose for the issuanceofthe Bonds,

(d^ Allocation Of. and Limitation On. Expenditures for the Project. The District covenants
to account for the expenditure of sale proceeds and investment earnings to be used for the purposes
described in Section 3.01 of this Order (the "Project") on its books and records in accordance with
the requirementsof the Internal Revenue Code. The Districtrecognizesthatin order for the proceeds
to be considered used for the reimbursement of costs, the proceeds must be allocated to expenditures
within 18 months of the later of the date that (1) the expenditure is made, or (2) the Project is
completed; but in no event later than three years after the date on which the original expenditure is
paid. The foregong notwithstanding, the District recognizes that in order for proceeds to be
expended under the Internal Revenue Code, the sale proceeds or investment earnings must be
expended no more than 60 days after the earBer of (1) the fifth anniversary of the delivery of the
Bonds, or (2) the date the Bonds are retired. The D istrict agrees to obtain the advice of nationally-
recognized bond counsel if such expenditure foils to comply with the foregoing to assure that such
expenditure w iO not adversely affect the tax-exempt status of the Bonds. For purposes hereof, the
D istrict shall not be obligated to comply with this covenant if it obtahs an opinion that such faikire
to comply will not adversely affect the excludability for federal income tax purposes from gross
income of the interest

(e) Disposition of Project. TheDistrict covenants that the property constituting the Project
win not be sold or otherwise disposed in a transaction resulting in the receipt by the District of cash
or other compensation, unless the District obtains an opinion of nationally-recognized bond counsel
that such sale or other disposition w ill not adversely affect the tax-exempt status of th e Bonds. F or
purposes of ihe foregoing, the portion of the property comprising personal property and disposed in
the ordinary course shall not be treated as a transaction resuting in the receipt of cash or other
compensation. Forpurposes hereof the District shall not be obligated to comply w ith this covenant
if it obtains an opinion that such failure to comply will not adversely affect the excludability for
federal income tax purposes from gross income of the interest.

(f) Designation as Qualified Tax-Exempt Bonds. The District hereby designates the Bonds
as "qualified tax-exempt bonds" as defined in section 265(b)(3) of the Code. In furtherance of such
designation, the District represents, covenants and warrants the following: (a) that durng the calendar
year in which the Bonds are issued, the District (including any subordinate entities) has not designated
nor win designate bonds, which when aggregated with the Bonds, will result in more than
$ 10,000,000 of "qualified tax-exempt bonds" being issued; (b) that the District reasonably anticipates
that the amount of tax-exempt obligations issued, during the calendar year in w hich the Bonds are
issued, by the District (or any subordinate entities) will not exceed $10,000,000; and, (c) that the
District will take such action or refrain from such action as necessary, and as more part icularly set
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forth in this Section, in order that the Bonds w ill not be considered "private activity bonds" w ithin
the meaning of section 141 of the Code.

ARTICLE ELEVEN

ADDITIONAL BONDS AND REFUNDI NGBONDS

SECTION 11.01. ADDITIONAL BONDS. The District expressly reserves the right to
issue, in one or more installments, for the purpose of purchasing, constructing, acquiring, owning,
operating, maintainkig, repairing, improving, or extending the System, or for any other lawful
purpose:

(a) the unissued unlimited tax bonds which were authorized pursuant to the Bond
Election; and

(b) such other unlimited tax bonds as may hereafter be authorized at subsequent elections.

SECT I ON 11.02. OTHER BONDS AND OBLIGATIONS. The District fiirther
reserves the right to issue combinationunlimited tax and revenue bonds, ifauthorized by election, and
such other bonds or other obligations as may be lawfully issued by the District including any
obligations issued for special projects or defined areas.

SECT I ON 11.03. REFUNDI NG BONDS. The District further reserves the right to
issue refunding bonds in any manner permitted by law to refund the Bonds, End any Outstanding
Bonds, any Additional Bonds, or any other obligations issued by the D istrict, at or prior to their
respective dates of maturity or redemption.

ARTICLE TWELVE

DEFAULT PROVISIONS

SECTION 12.01. REMEDIES IN EVENT OF DEFAULT. In addition to any other
rights and remedies provided by the laws of the State of Texas, theDistrict covenantsand agrees that
in the event of default in payment of principal of or kiterest en any of the Bonds w hen due, or, in the
event it fails to make the payments required to be made into the Series 2005 Debt Service Fund, or
defaults in the observance or performance of any other of the covenants, conditions, or obligatbns
set forth in this Bond Order, the Registered Owners shall be entitled to a writ of mandamus issued
bya courtof competent jurisdiction compelling and requiring the D istrict and the officials thereof to
observe and performthe covenants, obligations, or conditions prescribed in this Bond Order. Any
delay or omission to exercise any right or pow er or be construed to be a w aiver of any such default
or acquiescence therein, and every such right and power may be exercised from time to time and as
often as may be deemed expedient
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SECTION 12.02. BOND ORDER ISCONTRA CT. In consideration of the purchase
and acceptance of the Bonds authorized to be issued hereunder by the Registered Owners, the
provisions of this Bond Order shall be deemed to be and shall constitute a contract between the
District and the Registered Owners; and the covenants and agreements herein set forth to be
performed on behalf of the District shall be for the equal benefit, protection, and security of each of
the Registered Owners. The Bonds, regardless of the time or times of their issue or maturity, shall
be ofequal rank without preference, priority, or distinction of any Bond over any other, except as
expressry provided herein.

ARTICLE THIRTEEN

DISCHARGE BY DEPOSIT

SECTION 13.01. DEFEASANCE OF BONDS, (a) Any Bond and the interest thereon
shall be deemed to be pa id, retired and no longer outstanding(a "D efeased Bond") w khinthe meaning
of this Order, except to the extent provided in subsections (c) and(e) of this Section, when payment
of the principal of such Bond, plus interest thereon to the due date or dates (whether such due date
or dates be by reason of maturity, upon redemption, or otherw fee) either (0 shall have been made or
caused to be made in accordance with the terms thereof (including the giving of any required notice
of redemption) or (ii) shall have been provided for on or before such due date by irrevocably
depositing with or making available to the Paying Agent/Registrar or commercial Bank or trust
company for such payment (1) lawful money ofthe United States of America sufficient to make such
payment, (2) Defeasance Securities, certified by an independent public accounting firm of national
reputation to mature as to princpal and interest h such amounts and at such times as will ensure the
availability, without reinvestment, of sufficient money to provide for such payment and when proper
arrangements have been made by the D istrict w ith the Paying Agent/Registrar or commercial bank
or trust company for the payment of its services until all Defeased Bonds shall have become due and
payable or (3) any combination of (1) and (2). At such time as a Bond shall be deemed to be a
Defeased Bond hereunder, as aforesaid, such Bond and the interest thereo n shall no lo nger be secured
by, payable from, or entitled to the benefits of, the ad valorem taxes herein levied as provided in this
Order, and such principal and interest shall be payable solely from such money or Defeasance
Securities.

(b) The deposit under clause (ii) of subsection (a) shall be deemed a payment of a Bond as
aforesaid w hen proper notice of redemption of such Bonds shafl have beeng iven, in accordance w ith
this Order. A ny money so deposited with the Paying Agent/Registrar or commercial bank or trust
company as provided in this Section may at die discretion ofthe Board of Directors also be invested
in Defeasance Securities, maturing in the amounts and at the times as hereinbefore set forth, and all
income fromall Defeasance Sec unities in possession ofthe Paying Agent/Registrar or commercial
bank of trust company pursuant to this Section which is not required for the payment of such Bond
and premium, if any, and interest thereon with respect to which such money has been so deposited,
shall be turned over to the Board of Directors.
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(^Notwithstanding any provision of any other Section of this Order which may be contrary
to the provisions of this Section, all money or Defeasance Securities set aside and held in trust
pursuant to the provisions of this Section for the payment of principal of the Bonds and premium, if
any, and interest thereon, shall be applied to and used solely for the payment of the particular Bonds
and premium, if any, and interestthereon, with respect to which such money or Defeasance Sec urities
have been so set aside in trust. U ntil all Defeased Bonds shall have become due and payable, the
Pay hg Agent/Registrar shall perform the services of Paying Agent/Registrar for suchDefeased Bonds
the same as if they had notbeendefeased, and theDistrict shall make proper arrangements to provide
and pay for such services as required by this Order.

(d) N otw it hstandinganyth ing else where in this 0 rder, if money or D efeasance Securities have
been deposited or set aside w ith the P ay ing Agent/Registrar pursuant to this S ection for the payment
of Bonds and such Bonds shall not have in fact been actually paid in full, no amendment of the
provisbns of this Section shall be made without the consent of the registered owner of each Bond
affected thereby.

(e) Notw ithstanding the provisions of subsection (a) immediately above, to the extent that,
upon the defeasance of any D efeased Bond to be paid at its maturity, the D strict retains the right
under Texas law to later call that Defeased Bond for redemption in accordance with the provisbns
of the order authorizing its issuance, the District may call such D efeased Bond for redemption upon
complying w ith the provisionsof Texas law and upon the satisfaction of the provisions of subsection
(a) immediately above w ith respect to such D efeased Bond as though it w as being defeased at the
time of the exercise of the option to redeem the Defeased Bond and the effect of the redemption is
taken into account in determining the sufficiency of the provisions made for the payment of the
Defeased Bond.

ARTICLE FOURTEEN

MISCELLANEOUS PROVISIONS

SECT I ON 14.01. DISTRICT'SSUCCESSORSAND ASSIGNS. Whenever in this
Bond 0 rder the D istrict is named and referred to, it shaO be deemed to include its successors and
assigns, and all covenants and agreements in this Bond Order by or on behalf of the District, except
as otherwise provided herein, shall bind and inure to the benefit of its successors and assigns whether
or not so expressed.

SECTION 14.02. NO RECOURSE AGAINST DISTRICT OFFICERS OR
DIRECTORS. No recourse shall be had for the payment of the principal of or interest on the Bonds
or for any claim based thereon or on this Bond Order against any officer or director of the District
or any person executing the Bonds.

SECT I ON 14.03. REGISTRAR. The Registrar shall act as agent for the payment of
principal of and interest on the Bonds and shall maintain the Register for the B onds, al 1 in accordance
with the terms of this Bond Order. If the Registrar or its successor becomes unable for any reason
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to act as Registrar here under, or if the Board of D rectors of the D 'strict determines that a successor
Registrar should be appointed, a successor Registrar shall be selected by the D istrict Any successor
Registrar shall be either a bank, trust company, financial institutional- other entity duly qualified and
legally authorized to serve and perform the duties as paying agent and registrar for the Bonds.

SECT I ON 14.04. REGISTRAR MAYOWN BONDS. TTie Registrar, in its hdividual
or any other capacity, may become the owner or pledgee of the Bonds w ith the same rights it would
have if it w ere not Registrar.

SECT I ON 14.05. BENEFITS OF PROVISIONS. Nothing in this Bond Order or in
the Bonds, expressed or implied, shall give or be construed to give any person, frm, or corporation,
other than the D istrict, the Registrar, and the Registered Ow ners, any legal or equitable right or claim
under or in respect of this Bond Order, or under any covenant, condition, or provision herein
contained, all the covenants, conditions, and pro vis ions contained h this Bond Order or in the Bonds
being for the sole benefit of the District, the Registrar, and the Registered Owners.

SECTION 14.06. UNAVAILABILITY OF AUTHORIZED PUBLICATION. If,
because of the temporary or permanent suspension of any new spaper, journal, or other publication,
or for any reason, publicationofnotice cannot be made meet ing any requirementsherein es tab fished,
any notice required to be published by the provisions of this Bond Order shall be given in such other
manner and at such time or times as in thejudgment of the Dfctrictshallmosteffectively approximate
such required publication, and the giving of such notice in such manner shall for all purposes of this
Bond Order be deemed to be in compliance w ith the requirements for publication thereof.

SECTION 14.07. SEVERABI LI TY CLAUSE. If any word, phrase, clause, sentence,
paragraph, section, or other part of this Bond Order, or the application thereof to any person or
circumstance, shall ever be held to be hvalid or unconstitutional by any court of competent
jurisdiction, the remainder of this Bond Order and the application of such word, phrase, clause,
sentence, paragraph, section, orotherpart of this Bond Order toanyotherpersonsorcircumstances
shall not be affected thereby.

SECT I ON 14.08. ACCOUNT ING. TheDistrictwillkeepproperrecordsand accounts
regarding the levy and collection of taxes, which records and accounts w ill be made available to any
Registered Owner on reasonable request. Each year while any of the Bonds are outstanding, the
D istrict shall have an audit of its books and accounts by a certified public accountant or firm of
certified public accountants, based on itsF iscal Year, and copies of such audits w ill be made available
to any Registered Owner upon request.

SECTION 14.09. FURTHER PROCEED! NGS. The President and Secretary of the
Board of Directors and other appropriate officials of the District are hereby authorized and drected
to do any and all things necessary and/or convenient to carry out the terms of this Bond Order.
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ARTICLE FIFTEEN

SALE AND DELIVERY OF BONDS
AND APPROVAL OF DOCUMENTS

SECTION 15.01. SALE OF BONDS. The Bonds are hereby sold, pursuant to the
taking of public bids therefor, on this date, and shall be delivered to at a price of

% of the par amount ($ )plusaccrued interest. The Board herebyfinds
and determhes that the net effective interest rate on the Bonds, as calculated pursuant to Chapter
1204, Government Code, as amended is % which rate is not more than two (2) percent
above the highest average iiterest rate reported by the "D ally Bond B uyer" in its w eekly "Bond
Index" during the one month period preceding , 2005. It is hereby officially found,
determined, and declared that the terms o fthis sale are the mo st advantageo us reas onabry obtainable.
The Bonds shall initially be registered in the name of .

SECTION 15.02. APPROVAL.REGISTRATION.ANDDELIVERY. HiePresident
of the Board of Directors of the District and representatives of McCall, Parkhurst & Horton L.L.P.
are hereby authorized and directed to submit the Initial Bond and a transcript of the proceedings
relating to the issuance of the Bonds to the Attorney General of the State of Texas for approval and,
follow ing said approval, to submit th e I niti al Bond to the Comptroller of Public A ccounts of th e S tate
of Texas for registration. Upon registration of the Initial Bond, the Comptroller of Public Accounts
(or a deputy designated in writ rig to act for the Comptroller) shall manually sign die Comptroller's
registration certificate prescribed herein to be printed and endorsed on the Initial Bond, and the seal
of the Comptroller shall be impressed or placed in facsimile on the Inkial Bond. After the I nkial Bond
has been registered, signed, and sealed by the Comptroller, it shall be delivered to the Initial
Purchaser, but only upon receipt of the full purchase price.

SECTION 15.03 APPROVAL OF OFFERING DOCUM ENTS AND PAYING
AGENT/REGISTRAR AGREEMENT. A "NoticeofSaleandBiddingInstructions",an "OfficiaJ
Bid Form", and an "Preliminary Official Statement", dated , 2005, were prepared and
distributed in connection w ith the sale of the Bonds (said documents are hereinafter referred to as the
"Offering Documents"). Said Offering Documents, and any addenda, supplement, or amendnent
thereto, are hereby approved by the Board of D irectors of the District, and ther use in the offer and
sale of the Bonds is hereby approved.

The Paying Agent/Registrar Agreement by and between the District and Wells Fargo Bank,
Natbnal Association, Austin, Texas ("Paying Agent Agreement") in substantially the form and
substance attached hereto as Exhibit "A " is hereby approved and the President or V ice President is
hereby authorized and directed to complete, amend, modify and execute the Paying Agent
Agreement, as necessary and the S ecretary or Assistant S ecretary is authorized and dreeled to attest
such agreement
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ARTICLE SIXTEEN

OPEN MEETING AND EFFECTIVE DATE

SECTION 16.01. OPEN MEETING. The Board of Directors officially finds,
determines, and declares that this Bond Order was review ed, carefully considered, and adopted at a
meeting of the Board, and that a sufficient w ritten notice of the date, hour, place, and subject of mis
meeting was posted as required by the Open Meetings Act, Chapter 551, Texas Government Code,
as amended, and that this meeting has been open to the public as requred by taw at aD times during
which this BondOrder and the subject matter hereof has been discussed, considered, and acted upon.
The Board of Directors further ratifies, approves and confirms such written notice and the contents
and posting thereof.

SECTION 16.02. EFFECTIVE DATE OFBONDORDER. This Bond Order shall
take effect and be in full force and effect upon and after its passage.

ARTICLE SEVENTEEN

AMENDMENTS

SECTION 17.01. AMENDM ENTS. (a) Amendment with Consent of Owners of 51% of
Bonds. The owners of 51% in aggregate principal amount of then outstanding Bonds shall have the
right from time to time to approve any amendment to this Bond Order which may be deemed
necessary or desk1 able by the District; provided how ever, that, other than as permkte d by subsection
(f) of this Section 17.01, nothing herein contained shall permit or be construed to permit the
amendment, w ithout the consent of the ow ner of each of the outstanding Bonds affected thereby, of
the terms and conditions of this Bond Order or the Bonds so as to:

(1) change debt service requirements, interestpaymentdatesor the maturity or maturities of
the outstanding Bonds;

(2) reduce the rate of interest borne by any of the outstanding Bonds;

(3) reduce the amount of the principal of, redemption premium, if any, or interest on the
outstanding Bonds or impose any conditions with respect to such payments;

(4) modify the terms of payment of principal o£ redemption premium, if any, or interest on
the outstanding Bonds, or impose any conditions with respect to such payments;

(5) affect the right ofthe Registered Owners of less than all of the Bonds then outstanding;
or
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(6) decrease the minimum percentage of the principal amount ofBonds necessary forconsent
to any such amendment.

(b) Notice of Amendment If at any time the District shall desire to amend this Bond Order
it may cause a written notice of the proposed amendment to be published at least once on a business
day in a financial newspaper, journal, or publication of general circulation in the City of New Y ork,
New York, or in the State of Texas. If, because of temporary or permanent suspension of the
publication or general circulation of allsuchnewspapers, journals, or publications, it is impossibleor
impractical to publish such notice inthe manner provided herein, then such publication in Ecu thereof
as shall be made by the Registrar shall constitute a sufficient publicat bn of notice. Inaddition to such
publication, the Registrar shall cause a written notice of the proposed amendment to be given by
registered or certified mail to Registered Owners of the Bonds as shown on the Registration Books
maintained by the Registrar; provided, however, that failure to receive such written notice of the
proposed amendment, or any defect therein or in the mailing thereof, shall not affect the validity of
any proceeding in connection w ith, or the adoption of, such amendment. Such notice shall briefly set
forth the nature of the proposed amendment and shall state that a copy thereof is on fife at the
principal office of the Registrar for inspection by all Registered Owners of Bonds.

(c) Consent to Amendment. Whenever at anytime not less than 30 days, and within one
year, from the dateofthe first publication of said notice or other services ofwritten notice theDistrict
shall receive an instrument or instruments executed by the Registered Owners of A least 51% in
aggregat eprincipalamountofall Bonds then out standing, which instrument or instruments shall refer
to the proposed amendment described in said notice and shall specifically consent to and approve such
amendment, the D istrict may adopt the amendatory resolution or order in substantially the same form.

(d) Effect of Amendment. Upon tte adoption of any amendatory resolution or order
pursuant to the provisions of this Section, this Bond Order shall be deemed to be amended in
accordance with such amendatory resolution or order, and the respective rights, duties, and
obligations under such amendatory resolution or order of all the Registered Owners shall thereafter
be determined and exercised subject in all respects to such amendments.

(e) Consent of Registered 0 w ners. Any consent given by a Registered Owners pursuant to
the provisions of this Section shall be irrevocable for a period of SK months fromthe dateofthe first
publication of the notice provided for in this Section, and shall be conclusive and binding upon all
future owners of the Bonds during such period. Such consent may be revoked by the Registered
Owner who gave such consent at any time after sk months from the date of the first giving of such
notice, or by a successor in title, by filrig notice thereof with the Registrar and the District, but such
revocation shall not be effective if the Registered Owners of 51% h aggregate principal amount of
the then outstanding Bonds have, prior to the attempted revocation, consented to and approved the
amendment.

(f) Amendments Without Consent. Notwithstandingtheprovisionsof(a)through(f)ofthis
Sect ion, and without notice of the proposed amendment and without the consent of the Registered
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Owners. The District may, at anytime, amend this Bond Order to cure any ambiguity or to cure,
correct, or supplement any defective or inconsistent pro vision contained therein, orto make any other
change that does not in any respect materially and adversely affect the interest of the Registered
Owners, provided that no such amendment shall be made contrary to the provision to Section 17.01
(a), and a duly certified or executed copy of each such amendment shall be filed w ith the Registrar.

ARTICLE EIGHTEEN

CONTINUING DISCLOSURE UNDERTAKING

Section 18.01. C O N T I N U I N G PI SCLOSURE UNDERTAKING, (a) Annual Reports.
The D istrict shall provide annually to each NRMSIR and any S ID, w ithin six months after the end
of each fiscal year, financial information and operating data with respect to the District ofthe general
type described in Exhibit C hereto. Any financial statements so to be provided shallbe (1) prepared
in accordance w ith the accountingprincipfesdescribed in Exhibit C hereto, or such other accounting
principles as the District may be required to employ from time to time pursuant to state law or
regulation and (2) audited, if the D istrict commissions an audit of such statements and the audit is
completed within the period during which they must be provided. If the audit of such financial
statements is not complete within such period, then the District shall provide unaudited financial
statements by the required time, andwill pro vide audited financial statements for the applicable fiscal
year to each NRMSIR and any SID, when and if the audit report on such statements become
available.

If the District changes ks fiscal year, it win notify each NRMSIR and any SID ofthe change
(and of the date ofthe new fiscal year end) prior to the next date by which the D istrict otherwise
w ould be required to provide financial information and operating data pursuant to thisparagraph(a).

The financial information and operating data to be provided pursuant to this paragraph (a)
may be set forth in full one or more documents or may be included by specific reference to any
document (including an official statement or other offering document, if it is available from the
MSRB) that theretofore has been provided to each NRMSIR and any S ID or filed w ith the SEC.

(b) Material Event N otices. The District shall notify any SID and either each NRMSIRor
the MS RB, in a timely manner, of any ofthe follow ing events w ith respectto the Bonds, ifsuch event
is material within the meaning ofthe federal securities laws:

A. Principal and interest payment delinquencies;

B. Non-payment related defaults;

C. Unscheduled draws on debt service reserves reflecting financial difficulties;

D. Unscheduled draws on credit enhancements reflecting financial difficulties;
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E. Substitution of credit or liquidity providers, or their failure to perform;

F. Adverse tax opinions or events affecting the tax-exempt status of the Bonds;

G. Modifications to rights of holders of the Bonds;

H. Bond calls;

I. Defeasances;

J. Release, substitution or sale of property securing repayment of the Bondsjand

K. Rating changes.

The D istrict shall notify any SID and either each N RMSIR or the MSRB, in a thiely manner,
of any failure by the D istrict to provide financial information or operating data in accordance w ith
paragraph (a) of this section by the time required by such paragraph.

(c) Limitations, D isclaimers and Amendments. TheDistrictshallbeobligatedtoobserveand
perform the covenants specified in this section for so long as, but only for so long as, the District
remains an "obligated person" with respect to the Bonds within the meaning of the Rule, except that
the D istrict in any event w ill give not ice of any deposit made in accordance w ith S ection 13.01 of this
Order that causes Bonds no longer to be outstanding.

Theprovisions of this section are for the sole benefit of the Holders and beneficial ow ners of
the Bonds, and nothing in this section, express or implied, shall give any benefit or any legal or
equitable right, remedy or claim hereunder to any other person. The District undertakes to provide
only the financial information, operating data, financial statemerts and notices w hich it has expressly
agreed to provide pursuant to this sectbn and does not hereby undertake to provide any other
information that may be relevant or material to a complete presentation of the District's financial
results, co rdition or prospects o r hereb y undertake to update any information pro vided in accordance
w ith this section or otherw ise, except as expressly provided herein. The D istrict does not make any
representation or warranty concerning such information or its usefulness to a decision to invest in or
sell Bonds at any future date.

UNDER NO CIRCUMSTANCES SHALL THE DISTRICT BE LIABLE TO THE
HOLDER OR BENEFICIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN
CONTRACTOR TORT, FOR DAMAGES RESULTING IN WHOLEOR IN PARTFROMANY
BREACH BY TOE DISTRICT, WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS
PART, OF ANY COVENA NT SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND
REMEDY OF ANY SUCH PERSON, IN CONTRACTOR TORT, FOR OR ON ACCOUNT OF
ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION FORMAND AMUS ORSPECIFIC
PERFORMANCE.
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N o default by the District in observing or performing its obli^tions under this section shall
comprise a breach of or default under the 0 rder for purposes of any other provision of this 0 rder.

Nothing in this section is intended or shall act to disclaim, waive or otherwise limittheduties
of the District under federal and state securities laws.

The provisions of this section may be amended by the District from time to time to adapt to
changed circumstances that arise from a change in legal requirements, a change in law or a change
in the identity, nature, status or type of operations of the District but only if (1) the provisions of this
section, as so amended, w ould have permitted an underw riter to purchase or sell Bonds in the primary
offering of the Bonds in compliance with the Rule, taking into account any amendments or
interpretations of the Rule since such offering as well as such changed circumstances and (2) either
(a) the Holders of a majority in aggregate principal amount (or any greater amount required by any
other provision of this Order that authorizes such an amendment) of the Outstanding Bonds consent
to such amendment or (b) a person that is unaffifiated w i th the D i strict (such as nat ionally reco gnfeed
bond counsel) determined that such amendment will not materially impair the interest of the Holders
and beneficial owners of the Bonds. If the D istrict so amends the provisions ofthis section, it shall
include w ith any amended financial information or operating data next provided in accordance w ith
paragraph (a) ofthis section an explanation, in narrative form, of the reason for the amendment and
of the impact of any change in thetype of financial information or operating data so provided. The
D istrict may also amend or repeal the provisions ofthis continuing disclosure agreement if the SEC
amends or repeals theapplicable provision oftheRuk or a court of final jurisdiction enters judgment
that such provisions of the Rule are invalid, but only if and to the extent that the provisions ofthis
sentence would not prevent an underw riter from bw fully purchasing or sefling Bonds in the primary
offering of the Bonds.

(d) D efinitions. As used h this Section, the following terms have the meanings ascribed to
such terms below:

"MSRB" means the Municipal Securities Rulemaking Board.

"NRMSIR" means eachpersonwhom the SEC or its staff has determined to be a nationally
recognized municipal securities information repository w ithin the meaning of the Rule from time to
time.

"Rule" means SEC Rule 15c2-12, as amended from time to time.

"SEC " means the U nfced S tates Securities and Exchange Commission.

"SID" means any person designated by the State of Texas or an authorized department,
officer, or agency thereof as, and determined by the SEC or its staff to be, a state information
depository within the meaning of the Rule from time to time.

MOORE1 SCKOGSD1GMUEMUTM1MB. 38



ARTICLE NINETEEN

OTHER ACT IONS

SECTION 19.01. OTHER ACTIONS. The President or Vice President and Secretary of
the Board ofD irec tors ofthe D istrict, and all other o fficers, employees andagents of the D istrict, and
each of them, shall be and they are hereby expressly authorized, empowered and directed from time
to time and at any time to do and perform all such acts and things and to execute, acknow ledge and
deliver in the name and under the corporate seal and on behalf of the District all instruments as may
be necessary or desirable in order to carry out the terms and provisions of this Bond Order, the
Bonds, the sale ofthe Bonds and the Official Statement
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EXHIBIT "A"

PAYING AGENT/REGISTRAR AGREEMENT
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EXHIBIT'S"

CONTINUING Dl SCLOSURE

1. See Tables 1 through 12 in the Official Statement.

2. SeeAppendixA in the Official Statement

Accounting Principles

The ac co unt ing and repo rting policies o f the D i strict relating to the funds and acco unt groups
win conform to generally accepted accounting principles (GA AP) as applied to governmental entities.
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Draft Dated
4/12/05

OFFICIAL NOTICE OFSALE

$3,000,000.00

MOORE'S CROSSING MUNICIPAL UTILITY DISTRICT
(APolltical Subdivision of the State of Texas Located In Travis County, Texas)

UNLIMITED TAX BONDS, SERIES 2005

Bids due :Thursday, May 19,2005 it 11:00, AM, CD3T.
Award Expected 12:00 Noon

Bonds are obligations solely of Moore1 sQossing Municipal Utility District end are not obligajonsof theQty of Austin,
Texas; Tra/is County, Texas; theStste of Texas; oreny entity other thai the District.

THEDISTRCT ISEXFECTED TODE3GNATE THE B3NDS AS "QUALIFIED TAX-EXEMPT OBLIGATIONS' FOR
FINANCIAL INSTITUTIONS

THE SALE

Bonds Offered for SaleatCompetitive Bidding .. . Moore's Crossing Municipal UtilityDistrict (the "District") isoffeing
for sale $3,000,000 Unlimited Tax Bonds, SBies2005 (the "Bonds"). Bids msy besubnitted by ether of three alternative
procedures: (1) seeled, written bids; (2) electronic bids; or (3) bids by facsimile Respective bidders may select one of the
three altemdive bidding procedures In their sole discreticNather the District nor Its Rnancisl Advisor, Southwest
Securities, assumes any responsibility orliabilityforaprospedive bidding procedure

The District and Southwest Securities assume no responsibility or liability with respect to aiy inegul aities assodded with the
submissionof electronic bids.

Sbuthwest Securities will not be responsible for submittiany bids received after thde-dlina For the purpose of
determining compliaToe with any and dl time deadlines set forth in this Offidal Notice of Sale, for all alterative bidding
procedures, theoffidal timeshdl bethetimemantanedonyby theRarity Bectronic Bid Submission%stemC'f^WTY").

Procedure Number 1: Sealed, Written Bids Delivered In Person .. .Soled bids, pi a nly marked "Bid fa Bonds," should be
addressed to the "Board of Directors of Moore's Dossing Municpd UtilityDistrict", and if delivered in person, delivered to
Cheryl Allen, Sbuthwest Securities, 701Brazos Street, Suite400, Austin, Texas78701, by 11:00 AM, CD.ST.., onthectete
of the bid opening. All bids must be subnitted on the "Official Bid Form" without dtestion orinteriineEtions. Copies of the
Offidd Bid Form accompaiy theFVdiminav Offidd Stdement.

Procedure Number 2: Electronic Bidding Procedures.. Any prospective bidder thd Intends to submit an electronic bid
must submit itsdectronic bid through the fadlities of FftRTY between 1&OOAM, CD.ST.. end 11:OOAM, CD.ST,., on the
d^e of the bid opening, BiddergnustalsosubmiCIGNED Offidd Bid Forms prior to 11:00 AM. CD.ST., oriThursda/.
May 19,2005. to Cheryl Allen, Southwest Securities, 701 Braes areet, Suite 400, Austin, Texas 78701.

Subscription to the l-Ded LLCs BIDCOMP Competitive Biddin^stem Is required in order to submit an electronic bid
through WWTY. Further informction dbout WRTY, indudingany feschaped, m^beobtaned from Ddcomp/Fbrity, 396
Hudson Sneet, Nev York, New York 10014, attention: Jennifer Emery (212) 606-8304.

The District will neither confirm any subscrption nor be responsible for thefalureof any prospective bidder to subscribe to
a'ther bidding system.

An electronic bid mate through the farilitiesof PARTY shdl bedeamed an irrevocable offer to purchase the Bonds on the
terms provided InthisOfficisI Notice of S^e, end shell bebindinguponthebidderasif made by a signed, seded bidddivered
tothe District. Nether Sbuthwest Securities nor the District and I beresponsiblefor aiy malfunction ormistakemadeby.oras
aresult oftheuseofthefadlitiesof RVRTY, theuseofsuch facilities being the sole risk of the prospective bidder.
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All electronic bids shall be deemed to (corporate the provisions of this OfficlaNotlce of Sale ind the Official Bid
Form. If any provisions of this Official Notice of Sale shall conflict with Information provided by PARITY as the
approved provider of electronic bidding services, this Official Notice of Sale shall control.

For Informal on purposes only, bidders ere requested to state ittie'r electronic bids the true iterest cost to the District, as
described under "Bess of Award" below.

^

The District and Southwest Securities will not be reeptble for submitting any bids received after the above
deadlines.

Procedure Number 3: Bids by Facsimile .. .Bidders thet choose towatJse the facsimilebiddingoptionsMUST SUBMIT
SIGNED Offidd Bid Forms prior to 11: 00AM, CD.ST.. on Thursday, May 19,2005,100)671 Allen, Southwest Securities,
701 Brazos 3 red, Suite 400, Austin, Texas 78701 and submit their bid by facsimile on the date of the sale prior to such time.
Any bidsreceved byfacsimilewillbeattached tothes'gnedOffioia1 Bid Form previously submitted.

Facsimile bids to the attention oOieryl Allen wilt be accepted at (512)320-5865, between 1000AM end 11:00 AM,
CD.ST. on Thursday, May 19, 2005.

The District and Southwest Securities are not responsible if such facsimile numberisbusy ormalfunctioningwhich prevents a
bid or bids from being submitted on a timely basJsTtie District and Southwest Securities will not be responsible for
submitting any bids received after the above deadlines. The District end Southwest Securities ffisumenoresponabilityor
liabilitywith respect toeny irregularities associated withthesubmissonofbio^iftrefacsimilebidoptionsareeKerdsed.

Place and Time of Bid Award . . The Board will award the sale of the Bonds* the designated treating place outside the
boundaries of the District, Armbrost & Brown, L.L.P., 100 Congress Avenue, Suite 1300, Austin, Texas at 12:00 Noon.,
CD.ST.. Any bid received after 11:OOAM.will not be accepted bytheBoad.

Award of Bonds .. .The District will take action toaward t he Bondsor reject a1 1 bids upon weaving bids. Upon awarding
the Bonds, the District will a1 so adopt tborder authorizing Issuance of the Bonds (the "Bond Order") aid will approve the
Offida1 adamant, which will been aneded form of the Rdiminary Official Sta&nent. Sale of the Bonds will be mate
subject to the terms, conditions and provisions of the Bond Oar to which Bond Order reference is hereby made for all
purposes, The District reserves theright to reject any and a1! bi ds and to wave any and d I irregularities except timeof filing.

Withdrawal ofthe Bids.. .Any bid may bewithdrawn byan authorized representative of the bidder et any time prior to the
time set for recapt of bids. Thereafter, 41 bids shall ramafirrn for three hours after the time for receipt ofthe bids. e~h

of a rq action of bids will occur withinthistimeperiod.

Extension of Sale Data.. The District rassves the grit to extend the date and/or timeor the receipt of bids by giving
notice, by Bond Buye- Wire Service, andby posting a not ice at the place established for recapt of bids, not later than 3:00
FM, CD.ST., on Wednesday, May 18, 2005, ofthe new date axl tire for receipt of bids Such notice shall beconsidered an
amendment to this Off ici a! NoticeofSEle

THE BONDS

Description of Bonds .. .Interest on the Bonds will accrue from June 12005 aid is payable Saptember 1,2005 and each
March land September 1 thereafter until theearller of maturity w redemption, and will becdculded on the baa sofa 360-day
year of twelve 30-day months. The Bonds will be Issued infUy registered form only, wihout coupons, in denominations of
$5,000 oraTy integrd multiple thereof, andwhen issued, will be registered in the nane of Cede & Co, esregista-ed owrw
and nominee for The Depository Trust Company fDTC), New York, New York, ecting as securities depository for the
Bonds until DTC resigns or is cfischaged. TheBonc^initidlywillbea/alabletopurchasers in book-entry form only. Sb long
as Cede & CD., as the nominee of DTC, is the registered owneof the Bonds, principal of and Interest on the Bonds will be
payable by the pay ing agent to DTC; which will besdely raspers Wefor making such payment to the benefi dd owners of the
Bonds. The Initia* paying agent/Egistrar for the Bonds Is Wells Fa-go Baik.NA (the 'ftying Agent"). The Bonds mature
serially on SEptember 1in theyeareandamountshownbelow.
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Principal Year of Principal Year of
Amount Maturity Amount Maturity

60,000 2005 120,000 2017*
65,000 2006 125,000 2016*
70,000 2007 135,000 2019*
75,000 2008 140,000 2020*
80,000 2009 150,000 2021*
85,000 2010* 155,000 2022*
90,000 2011* 165,000 2023*
90,000 2012* 175,000 2024*
95,000 2013* 185,000 2025*

100,000 2014* 195,000 2026*
110,000 2015* 205,000 2027*
115,000 2016* 215,000 2028*

The District reserves the right to ratem prior to maturity those Bonds matumg on September 11n each of the yeas 2010
through 2028, both indusvet in whole or from time to time in pat on September 1,2009, or ary date thereafter, in integral
multiples of $5,000 a a price of pa- plus accrued Interest frometmost recent interest paymentc£e to the date fixed for
redemption. If less than ell of the Bonds are to be redeemed, the particular Bonds thereof shall Deselected and designated by
the District, and if less thai all of the Bonds within amdurity are redeemed, the particular Bonds or portions thereof to be
redeemed aha* I Deselected bytheftying Agent bylot.

Bldderahavethe right to deslgnateneor m prematurity dates/or theBondson orafterSeptembei, 2024i» serlaAr
termbondshowevemomorethanthreedateacanbedeslonateds maturlftdatesfor term bonds.Nomaturitof any
aerialbondshallbe acheduletb occuron orafterthedateof thefirst ankingfundinstallmenin anytermbond. No an kip
fund installmeni/ith respectto anytermbondshall be dus>n orpriorto thedateof thefinal maturityof anyearliematdyi
term bond. Theamountof termbondsjf any.maturingon eacrntaritydateshallbe equalte sumof (1)the Installment
apecifiedaboveforeuchmaturitydateBd (ii)theinstallmentspecifiedabovepecedinguchdate(and8ubsequento any
earlierfinal maturitydateof anothejpetfiedtermbond^ndthetermbondsof suchnaturityshallberetlredutilizingsuch
installmentandsnkingfundinstallmentet paipiusaccruednterest). If andtotheextentthesuccessfubidderspecifiefor
thebondsa maturitjlateordateef Strtembet. 2024andconsecutiveubsequefyears,theDlstrictwill Issuesuchbondfis
8erialbondsnaturing}n eucrdateordateinamountsn accordanoffiththeforegoingespectiveschedulesThebalancef
suchbondsjf any.shallbe fSGuedsterrrbondssdesignatei^thesuccessfubidder.

Successor Paying Agents .. .The Ffying Agent may beremoved from its duties as F îng Agent with or without cause by
action of the Boad of Directors of the District upon thirty (30) days notice tobeeffective at such timewhich will notdisnpt
orderly pa/ment on the next prindpa1 orintereet payment dete, but no such remova shell become effective until a successor
Ffying Agent hasaBoepted theduties of the Frying Agent by written instrument. Every Frying Agent appointed by the Board
of Directors must be a competent aid legdly qudified bank, trust company, financial institution or cither agency qualified to
act as and perform the service as Frying Agent.

Source of Payment .. .The Bonds, when issued, will constitute valid aid tiding obligators of the District pa/able as to
printipa1 aid interest from the proceeds of a continuing, direct, annua1 ad vdorem tax levied against tacable property located
within theDistrict, without legal Ifmitstionastoreteoranount.

Book-Entry-Only System .. TheDistrict intends toutilizetheBook-Entry-Only System ofDTC See "Book-Entry-Only
System' IntheRenmina-yOrfida1 actement.

Other Ttrms and Covenants .. .Other terms of the Bonds aid yalouscovenaTtsof the District contained in the Bond Order
under which the Bonds are to be issued are described in the ftelininay OfTidal 3a.ement, to which reference is made for al
purposes.

Municipal Bond Rating and Insurance .. . No application has been made to a rattig service, nor Is it expected that the
District would have been successful in obtaning m investmentgrade rating had such application been made In addition, no
application has been madetoqudify the Bonds for bond insurance
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CONDITIONS OF SALE

Types of Bids and Interest Rates .. .The Bonds wilt beaotd In one block, d I or none and no bid of less thai 97% of par
value plus accrued interest to the date oHelivery will beoonadered. Bidders must spdfy the rate or rates of interest the
Bonds will be?, but no bid which results IB net effective Interest rate asdefned by Chapter 1204, Government Code, es
emended (the ISA method), of more than 595% will beoonstc&el The difference between the highest interest rate bid and
the lowest interest rate bid shall not exceed2%. Interest rates must bein multiplsof 1/8thor1/20thof 1%. Any number of
Interest rates and rate changes may be named, but graduating or declining interest rates within a maturity, split Interest tie
within amsturity, orsupplementa! or a? o interest rateswillnot be accept able

Basis of Award .. .For the purpose of availing sdeof the Bonds, thett Interest oost of each bid will be computed by
determining, at the rate or rates specified, the total dollar value of all interest on the Bonds from the date thereof to their
respective maturities and adding thereto thedol I ar amount of the discount bid, if any, or deducting therefrom the premium bid,
if any. Subject to the right of the District to reject any oral! bids, the Bonds will beavarted tothebidder whose bid, based on
the above computation, produces the lowest Interest oost to the District. In the event of mathematica1 discrepancies between
the interest rates and the Interest cost determined therefrom, as both appea* on the "Official Bid Form," the bid will be
determined solely from thelnterest rates shown onthe "Official Bid Form."

Good Faith Deposit.. .Ea*i bid must be accompanied by a Bank cashier'scheck payable to the order oTMoore's Crossing
Municipal Utility District" intheamount of $60,000 which is2% of the par valueof the Bonds. The check will beconsidered
as a Good Path Deposit, and the check of the successful bidoXthe "Initial Purchaser") will be retained uncashed by the
District until theBonds ere delivered. Upon payment for and delivery of the Bonds, the Good Ru'th Deposit will beretumed to
the Initial Purchaser uncashed. If the Initial Rjrchaser should feor refuse to make payment for or accept delivery of the
Bonds in accordance with its bid,then the check will becashed end accepted bythe District as full and complete liquidated
daroges. Such check may accompany the Official Bid Form or it may be^mitted separately. If submitted separately, it
shall be made a/a I able to the District prior tothe opening of the bids and shall be axompaiied by instructions from the bank
on which it is drawn which authorize Itsuseasa Good Path Deposit. The checks of the unsuccessful bidders will beretumed
I mmedl ate1 y after bids are opened and sale of the Bonds has been awarded.

Financial Advisor's Reservation of Rights .. .The Distrid's financial advisor, Southwest Securities, has requested the right
to bid onthe Bonds, and the District hasgivan itsconseit.

OFFICIAL STATEMEOT

Byacoepting thewinning bid, the District agrees tothe following representationsand covenants toassist thelnitial Purchaser
Incomplying with Rule 15c2-12 of the Securities and Exchange Commission ("SEC1).

Final Official Statement .. .The District has prepared the accompanying Pel i mi na^ Offida1 aatement for dissemination to
potential purchasers of the Bonds, but willnot prepare any other document orversbnfor such purpose except as described
below. The District will be responsible for completing the Official aatement by iwerting the Interest rates bid, the purdiac
price bid, the ratings assigned tothe Bonds (if notcurrentlylnduded) if applicable, the purchase of muni d pa1 bond insurance,
if any, the initial public offering yields asset forth in the Official Bid Form, orotherwiae supplied by the Initial Purchaser, and
for preparing end Inserting the final debt service schedule Tb District does not Intend to amend or supplement the Official
aatement otherwise, except to take Into account certain subseqafeevents, if any, as described below. Accordingly, the
District deems the accompanying REliminary Offida1 Statement to be final asrf its date, within the meaning of SEC Rule
15c2-12(b)(1), except for theomlssionof the foregoing item By delivering the find Official Statement orany amendment or
aupplement thereto in the requested quantity tothe Initial Purchaser onor after the sdedate, theDistrict represents thesameto
be complete as of such date, within the meaning of SEC Rule 15c2-12(eK3). Notwithstanding the foregoing, the only
representations concerning the absence of material mJastatementsoromissionsfrorntheOffidal aatement which areorwill be
made by the District ere those described in the Official aatement under "OFFICIAL STATEMENT -Certification as to
Off!del aatement"

Changes to Official Statement During Underwriting Period.. .If, subsequent to the dateof the Offida] aatement to and
ind uding the date the Initial Purchaser iso longer required to providean Off id a" aatement to potential customers who
request the same pursuant to15c2-12 oftteFederal Securities Exchange Act of 1934 (te'Rile*) (the earlier of(i) 90 days
from the "end of the underwriting period" (as coined in the Rule) and (ii)thetimewhentheOffidal aatement Isavallable to
any person from anationatly recognized repository but inno case less than 25 days after the "end oftheunderwriting period"),
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theDistrid learns als notified by thelnitial Purchaser of any adverse event whichcajsesany ofthekey representations in the
Offida* adement to be materidly reloading, the District wltt promptly prepe and supply to the Initial Rirchaser a
supplement tothe Offidal 9dement which corrects such representation tothe reasonable satisfaction of the Initial Rjrchaser,
unless the Initial Rirchaser deSstoterninaeltsobligdiontopurdiaBetheBondsasdescribed Wow. See "DELIVER/ OF
THE BONDS AND ACCOM WNYING DOCUMENTS -Delivery." The obligation of the District to update or change the
Offidal aatement will terminate when teDistrict delivers the Bonds to the I ni tie Rirchaser (the "end of the underwriting
period" within the meaning of the Rjle), unless the Initial Rjrchaser provides written notice tothe District that less than 4of
the Bonds hare bean sold to fti mate customers on or before such date. Inwtrfi case the obligation to update or change the
Offidal aatement will extend for anadditonal period of time of 25 da/s after all ofhe Bonds have been sold to ultimate
customers. In the went the Iritia* Rjrchaser provides written notice to the Distiit that less thai all of the Bonds hare bee
sold to ultimate customers, the Initial Purchaser agrees tonotify the District in writing following the occurrence ofthe'endbf
theunderwriting period" as defined IntheRjIa

Delivery of Official Statements.. .The District will furnish tothe Inlti&jrchaser (and to each other participating
underwriter of the Bonds, within the meenhg of SEC Rule 15c2-12(a), designated bythe Initial Rirchaser), within seven (7)
business da/s after thesaledste, theaggregate number of Offidal aatoments requested but not In excess of 250 copies. The
District will also furnish tothe Initial Rjrchaser alike number of any supplemefioraiiendrnent prepared by the District for
dissemination to potential purchasers of the Bonds as descrbed above in'OFFICIAL STATEMENT -Changes to Offidal
aatement During Underwriting RriocT swell as such additioiiaxpies of the Offidal 3atement or any supplement or
amendment as the Initial Rjrchaser may rquest prior tothe 25th day after the "tad of the underwriting period" within the
meaning of the Rule. Trie District will pa/ the expense of preparing up to 250 oopiesof the Offidal Statement anddl copies
of any supplement or amendment issued on orbefore the delivery data. biJtthelratialRirchaser must pay for all other copies
of the Offidal aatement or any supplement or amendment thereto.

Rule G-36 Requirements .. .It is the responsibility of the Initial Rjrchaer to comply with theMunicipal Securities Rule
Making Board's Rule G-36 within the required time frame The Initial Rjrchaser must send two copies of the "Offidal
aatement" alcngwithtwoccfnpleteRxmG^stotheapprcpriateaddress,

DEUVERY OFTHE BONDS AND ACCOMPANYING DOCUMENTS

Delivery .. .The Bonds will betendered tothe Initial Rjrchaser asaangle typewritten, photocopied or otherwise reproduced
bond for each maturity infully registered form In the aggregate principal amount of $3,000,000 payabletothe Initial Rjrchaser
or Its representative as designated in the Off id el Bid Fbmi,manually signed by the Resident and Secretary of the Board of
Directors, or executed by the facsimile signatures of the Resident aid Secretary of the Board of Directors, and approved by
the Attorney General of the 3cte of Texas end registered ed manually signed by the Comptroller of Public Accounts of the
aate of Texas, Initial delivery will beat thedesignated office for payment of the ftying Agent in Austin. Texas. Foment for
the Bonds mustbemade In immediacy aval I able funds for unconditional credit tothe District, eras otherwise directed bythe
District. The Initial Rirchaser will begin six business days' notice of the timexfcd for delivery of the Bonds, It is
anticipated that initial delivery can be made once about June 8,2005, anditisunderstood and agreed that the Initid Purchaser
will accept delivery end m*e payment for the Bonds not latathan 10:00 A.M., GD.ST... on June 8,2005, or thereafter on
the date the Bonds are tendered for delivery up to and Inducting July 8,2005. If for any reason the District isunabletomafe
delivery on or before July 8,2005, thentheDistrict shall immediately contact the Initial Rirchaser and offer toellowthelnitial
Rirchaser to extend his offer for an additional 30 days. If the Initial Purchaser does not elect toectend their offer wit hi five
bus! ness days thereafter, thentheGood Fa'thDepos't will beretumed, and both the Dstri eland the Initial Rirchaser shdl fe
relieved of any further obligation.

DTC Definitive Bonds .. .The Bonds will be issued in book-entry-only form and registered in the name of Cede & Go. as the
nominee for DTC All reference herein and in the Offidal Sement tothe bondholders or registered owners of the Bonds
shall mean Cede & Co. and not the beneficial owners of thecBds Rjrchases of beneficial interests In the Bonds will be
made In book-entry form In the denomination of $5,000 prirtidaarxxints orany integral multi|tethereof. Under certain
limited drcurnstancss, the District may determine tofcrtgcmrhobilizEtion of the Bonds etDTC, or another securities
depository, In which case, such beneficial interests would become exchangeable for definitive printed obligations of like
prindpal amount.

CUSIP Numbers .. .It isantidpated that CUSP identification numbers will be Drifted or otherwise reproduced on the
Bonds, but nether thefa'luretoprint such numbers on any Bond nor any error with respect thereto end! cpnstitutecause for a
failure or refusd by the Initial Rjrchasar to accept delivery of and pay for the Bondsn accordance with the terms of this
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Notice cfS^earxMhetermsof the Official Bid Form. All experiseslnrtationtotheprintingofCUSP numbers on the Bonds
shall be pad by the District. However, the CUSP Sffvice Bear's chage for the assignmert of the numbers shall be the
responsibility of and shall bepaid for by the Initial Rjrohaser.

Conditions to Delivery .. .The obligation of the Initia1 RjrdTeser to take up and pa/ for the Bonds is subject to the Initial
Rirchaser's receipt ofthelega1 opinion of the Attorney General of TWEE andthelegal opinionof McCdl, ftrkhurst & Morton
L.L.P., Austin, Texas, Bond Conrad for tb District ("Bond Counsd"), the no-litigation certificate, ell described below, end
the non-occurrence of the events described btow under "No Material Adverse Charge." Ineddition, If the District fails to
comply with ItsoWigationsunder "GENERAL MATTERS RELATED TOTHE OFFICIAL STATEMENT1 above, thelritia1

Purchaser may terminate its contra* to purchase the Bonds covering written notice to theDistrict within five days
thereafter.

Legal Opinions .. .The District will furnish the InitiaRjrchaser a transcript of certain proceedings held incident to the
authorization end Issuance of the Bonds, including acetified copy or original of the approving opinion of the Attorney
General of Texas, as recorded in the Bond Register of the Comptollerof RjWic Accounts eft he Sate of Texas, to the effect
that the Bonds are valid and binding obligatbns of the District, payable from the proceeds of an annual ad valorem tax levied,
without limitasto rate orarount, upon all taxable property withinthe District. The District also will furnish thelegal opinion
of McCall, Rarkhurst & Morton LIP. Bond Counsel, to the effect that, based upon anexamindion of such transcript, (1) the
Bonds are valid and legally binding obNgattonsof the District payable from the souross and enforceable in accordance with the
terms and conditions described therein, ccpt to the extent that tberrforceability thereof may beaffeded by bankruptcy,
Insolvency, reorganization, moratorium, orother similar lavs Meeting creditors' rights orthe exercise of judicial discretion in
accordance with general principles of equity, (2) the Bonds are payable; both ado principal and interest, from the levy of ad
valorem taxes, without limitation as to rate oramount, eganst taxable property within the District, and (3) pursuant to the
Internal Revenue Code of 1986, (the "Code") then ineffecand existing regulations, puWishd rulings, and court decisions
thereunder and assuming continuing compliance by the District with the provisions of the Bond Order, the Interest on the
Bonds isexdudablefrom the gross income, and will not besubfct to the alternative minimumtaxon individuals for federal
income tax purposes. The statutes, regulations, rulings, and cert decisions on which such opinion Is based are subject to
change Neither the opinion of the Attoney General northeopinionof Bond Counsel will expressany opinion ormakeany
comment with respect to the sufficiency of the security for orthemarketability of the Bonds.

Certification ofltsue Price.. .In order toprovide the District with information required toenable itto comply with certain
conditions of the Internal Ra/enue Code of 1986 relating tothe exemption of interest on the Bonds from the gross income of
their owners, the Initial Purchase will be required to complete, execute, and deliver to the District (on or before the datfeo
delivery of the Bonds) a certification aBtotheHissue pried' ofthe Bonds aubstantiAly intheform accompanying this "Notice
of Sae" ofthe Bonds. In the event theeuccessful bidder will not r&offer theBondsfor saleoris unabletosdl asubstantial
amount ofthe Bonds of any maturity by the date of delivery, such certificate may be modified in a manner approved by the
District and Bond Counsel. Each bidder, by submitting its bid, agrees tccomplete, execute, and deli\ersuch a certificate by
the date of delivery of the Bonds, If its bid is accepted by tb District. It will be the responsibility of the Initial Rjrohaerto
Institute such syndicate reporting retirements, to make such Investigation, orothe-wise to ascertain the facts necessay to
enable ittomakeauch certification with reasonable certainty. Any questions concerning such certificEtion should bed!reeled
to Bond Counsel. In no event will theDistict fa I to deliver the Bonds as a reaJt of the Initial Purchaser's inability to sell a
substantial amount of the Bonds at a particular price prior toddivery.

Qualified Tax-Exempt Obligations for Financial Institutions .. .Section 265{a) of the Code provides, in pertinent part, that
Interest pad or incurred by a taxpayer, Including a"finaxisl institution," on indebtedness Incurred or continued to purchase or
carry tax-exempt obligations is not deductible by such taxpayein cttermining taxable Income Section 265(b) of the Code
provides an exception to the disallowance of such deduction forany interest expense paid or Incurred on Indebtedness of a
taxpayer which Is a "financial Institutiorf'allocable to tax-exempt obligations, othcthan "private activity bonds," which are
designated by an "qualified small Issuer" as"qualified tax-exempt obligations.11 A "qualified small issuer"isaiy governmental
issuer (together with any subordinate issuers) who Issues no more than $10,000,000 of tax-exempt obligations during the
calendar year. Section 265(b)(5) of the Code defines the term "financial intitution"asreferring toany corporation described
in section 585(3(2) of the Code, or any person axepting depcstsfrcmthepublicintheordinary course of such person's trade
a business which is subject to federal or state supervision as a financial Institution.

The District expects to designate the Bonds es"qua"ified tax-exempt obliggions" within the meaning of section 265(b) ofthe
Code In furtherance of that designation, the District will coveant totake such action which would assure or to refrain from
such action which would adversely affect the treatment 02 Bends as "qualified tax-exempt obligations." Fttential
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purchasers should beawEre that if the Issue price to the public (or, In the case of discount bonds, the amount pa/able A
maturity) exceeds $10,000,000, then such obligationsrnightfail to satisfy the $10,000,000 limitation aid theobligations would
not be"qudified tax-exempt obligations."

No Material Adverse Change .. .The obligations of the District to ddive the Bonds 3rd ofthelnitia1 Rjrchaser toacoept
delivery of aid pay for the Bonds are subjedo the condition that at the time of davery of and reoa'pt of payment for the
Bonds, there shdl ha/ebeen nomateria! adverse charge intheconditionof the District from those set fcrth In ^contemplated
by the "fWi mi nary Official Satement" as It may neve been supplemented or amended through the date of sal a

No-Utigation Certificate ,. .On the date of delivery of the Bonds totelnitial Rirchasa*. the Distict will deliver to the
Initia* Rjrchaser acertificate, as of the sanedate, tothe effei thai tothebestof theDistrict'sknowleJge nolitigationofany
nature is pending or, tothe best of the certifying officers' knowledge or belief, threatened aganst the District, contesting
affecting the Bonds; restraining or enjoining the a^horizatin, execution, ordelivery of the Bonds: affecting the provision
made for the payment of or security fothe Bonds; in any manner questioning the alhority or proceedings for the Issuance,
execution or deli very of the Bonds; or affecting the validity of the Bonds orthe titled the present officers and di rectors cf the
District.

CONTINUING DISCLOSURE

The District will agree in the Bond Order tcprovide osrtan periodic information end notices of material events in accordance
with the Rule, as described In the FWiminary Officia1 aatement under "CONTINUING DISCLOSURE
INFORMATION." The Initial Purchaser1 obligation to accept and pay for the Ends is conditioned upon delivery tothe
Initial Purchases) orits(tha'r) agent of a certified copy of the Bond Order oont a'ning the agreement under such heading.

GENERAL CONSIDERATIONS

Future Registration .. .The Bonds ere transferred, registered arxteechanged only on the registration books of the ftying
Agent, and such registration shall beat theexpense of the District though the District or ftying Agent may require payment by
en owner of the Bonds requesting atransfer orexchange of Bonds of a sumsuffident tooover any taxorother gcvemmental
charge that may be imposed in connection with any transfer exchange of any Bond. A Bond ma/ be transferred or
exchanged L^ ajnarxJer tothe RyirgAgerrtaxompaiied by a written instrument of transfer accapteble tothe Ftying Agent
duly executed by the registered owner thereof orhisattomeyduly authorized in writing. Upon surrender for transfer of any
Bond tothe Ffying Agent, the District shall execute and the F^ang Agent shall ajthenticate and deliver, in the name of the
designated transferee or transferees, one or more new Bonds of the sane stated maturity and of any authorized denomination,
aid of a like aggregate principal amount.

Record Date .. . The record date ("Record Date) for the interest payable on any Inteast payment date means the dose of
businessonthe fifteen (US^calendadayof themonth(whetheiornota bUaessday)nextprecedinajchinterestpayment
date.

Record Date for Bonds to be Redeemed.. .Neither the District nor the Faring Agent shall berequired (I) to issue, transfer,
or exchange any Bond during the period commendng with thdose of business on any Record Date and ending with the
opening of bus! ness on the next foil owing principal orinterest payment date or (ii) to transfer or exchange in whole or in part,
any Bond or any portion thereof selected for redemption prior to maturity, within forty-five (45) calenda' days prior to Its
redemption data

Risk Factors .. . The Bonds involve certain investment oonsJdetrons and all prospective bidders are urged to examine
carefully the Rdiminary Official 3aternent with respect the investment considerations associated with the Bonds.
Particular attention should begiven totheinformation set forth therein under thecaption "RISK FACTORS"

Rating.. .In connection with the sale of the Bonds, the District-as not made application for arating onthe Bonds, norisit
antidpated that ai investment grade rating would ha/e bean obta'ned had anapplication bean made

Reservation of Rights .. .The District reserves the right to reject any and all bids and to wave any and all Irregularities,
except timeof filing.
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Not an Offer to Sell.. .This Official NoticeofSa'e does not done constitute an offer tosdl the Bonds but ismerely noticeof
sale of the Bonds. Thelnvitationfor bidsonthe Bonds isbangmadebymesns of this Offidd Notice of Sale, theFWiminary
Official 3dement and ma Official Bid Form.

Registration and Qualification Under Securities Laws.. .The offer aid sale of the Bonds ha/e not besn registered or
qualified under the Securities Act of 1933, asamended, inrdiaxeupontheocemptionsprcvidedtherGunder, theBondsheve
not been registered orqudified under theSecurities Act of Texas in reliance upon varbus exemptions contained therein; nor
ha/e the Bonds bean registered orquaJifed under the securities lavs of any othejurisdidion. The District assumes no
responsibility for registration or qua! if! cat ion of the Bonds under the securities lews* any jurisdiction in which the Bonds
may be sold, assigned, pi edged, hypothecated or otherwise transferred. This disclaimer of responsibility for registration or
qualification for sde or other dispositionof the Bonds shall not beconstrued asm interpretationofany kind with regard tothe
availability of any exemption from securities registration or qualified ion provisions.

By submission of a bid, the Initial Rjrchaser represents that Itssdeof the Bonds in states other than Texas will bemadeony
pursuant toexemptionsfrom registration or qualification or, where necessary, the Initial RjrohaBer will register and qualifythe
Bonds In accordance with the securities laws of any jurisdiction which so requires. The District agrees to cooperate, at the
Initial Rjrchaser's written request andxpmse, in registering or qualifying tb Bonds, or in obtaining exemption from'
registration or qualification, in any state where such action Isneoessay, provided that the District shall notberequired to file a
general or sped d consent to service of process in any jurisdiction.

Copies of Documents .. .Copies of the Official Notice of Sde, the Rdirtnary Offidal aatement. the Official Bid Form,
Audits, and the pro forma Bond Order may be obtained, upon the payment of reasonable duplication costs, at the offices of
Southwest Securities, 701 Brazos 3reet, Suite400, Austin. Texas 78701. Financial Advisor tothe District.

Charles H.
Board of Directors

April 14,2005
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OFFICIAL BID FORM

and Board of Directors
Moore's Crossing Municipal
Utility District

100 Congress Avenue, Suite 1300
Austin, Texas 78701

Directors:

WBhave read in detail the Official Notice of Sale and RtiminaryOffidal aatement of Moore's Crossing Municipal Utility
District (the "District") relating to its $3,000,000 UnlimitecTax Bonds, Sales 2005 (the "Bonds"), which by reference ere
made a part hereof. We recognize the speed risk favors involved in these securities, and ha/e marie such inspections and
investigations as we deem neoessay in order to evaluate învestment quality of the Bonds Accordingly, we offer to
purchase the District's legally issued Bonds, upon the terms and conditions set forth Irthe Bond Order, the Official Notice of
Sae and the Rdiminary Official Statemerftjr a cash price o($ (which represents

% of pa- value) plus accrued interesto the date of delivery of the BondSo us, provided such Bonds manure
SEptember 1 and beer interest In each year at the following rates:

Maturity Rind pal Maturity Rind pal
(September Amount InterestRate fSeptembel-1 Amount InterestRate

2005 $ 60,000 % 2017* $ 120,000 %
2003 65000 % 2018* 1250CO %
2007 70,000 % 2019* 135000 %
2008 75000 % 2020* 140,000 %
2009 80,000 % 2021* 150,000 %
2010" 850CO % 2022* 155000 %
2011" 90.000 % 2023* 185000 %
201? 90,000 % 2024* 175000 %
2013* 95000 % 2025* 185000 %
2014" 100,000 % 2026* 195000 %
2015* 110.000 % 2027* 205000 %
2016- 115000 % 2028* 215000 %

* TheDistrict reserves the right to redean, prior to maturity, those Borxtemduring September 1 of each of the years
2010 through 2028, both indusive, In whole or from time to time in pat on SEptember 1,2009 and on any date
thereafter 8t a price of par plus accrued interest from thmost recent interest payment date to the date fixed for
redemption. .

Our calculation (which I a not a pert of this bid) of the interest cost from the above bid is:

Tota1 Interest Cost

Rus: Cash Discount

Net Interest Cost

Net Effective Interest Raie

The mandetory snking fund instdlmentschecked ebov^ if eny, shell beapplied for the redemption of term bonds maturing as
follows:
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Term Bond Year of First Principal
Maturity Date Mandatory Amount of Interest
Septembet Redemption Term Bond Rate

The initia1 Bonds snal beregisteed In the name of (syndics e manager). We will advise the
designated office for payment of Wells Fago Bank NA, Austin, Tacas, (the "Faying Agent"), on forms to be provided by the
Frying Agent, of our registration instructions* least fivebusiness days priortothedatessi for tnitia1 delivery of Bonds onthe
dosing data Wa will not ask the ftying Agent toaxept any rejistretion instructions after thsfive day period for delivery of
Bonds onthedosingdata

Cfeshier's Check No. , issued by Bank, , Texas and payable to your onter in the
amount of $60,000 (is attached hereto) (has bean made a/a I abl to you prior to the opening of this bid) as the Good Path
Deposit for dispoationinaccordance with thetermsand oonditionsset forth IntheOffad Not ice of ̂ e Should wefa I a
rtfusetomake payment for theBondsinaaaydaxe with theterms and conditions of audiOffidal NotioeofSete, suchchedt
shall be cashed and the proceeds retained acomplete liquidated dansges ega'nst us. WBhereby rqpresarrt that sale of the
Bonds In stages other than Texas will be made only pursuant tcBcemptionsfrom registration orqudificEtion and that, where
necessay, wewill registe or qualify theBonds Inaxordance with thesecurities lavs of the state in which the Bonds ere
offered or sold.

The undersigned agrees tocomplete, execute, and deliver to the District, by the date of ddivoy of the Bonds, acalificate
relating tothe "Issue price" ofthe Bonds irtheform end to the effect attached tooraxompanying theOffida* NoticeofSde,
with such changes thereto as may be axeffteble to the District.

Respectfully submitted,

(Syndicate members, if any)

By:
Authorized Representative

Fhone Number

ACCEPTANCE CLAUSE

The above and foregoing bid fcreby accepted by Moore's Crossing Municipal UtilityDistrict this day of
2005.

ATTEST:

Seoctay, Board of Directors Resident, Board of Directors

Bid Form-2



BOND YEARS

Interest Accrues From: June 1f2005

Yaar
2006
2006
2007
2006
2000
2010
2011
2D12
2013
2014
2015
2016
2017
2018
2019
2020
2021
gnp?
2023
2024

2006
2027
2026

Amount
60,000
66,000
70,000
75,000
80,000
85,000
80,000
90,000
95,000

100,000
110.000
115,000
120000
125,000
135,000
140,000
150,000
155,000
165.000
175,000
185,000
196,030
206,000
215,000

Totd Bond Years
Avergge Mcturity:

Bond Years
150000
81.2500

157.5000
343,7503
34QOOOO
4462500
5625000
6525000
7817500
025.0000

1.127.5000
1,29a750D
1,4700000
1,6552500
1,9237500
2,135.0000
2,437.5000
2,673.7500
3,011.2500
3,3637500
3,743.2500
4,1417500
4561.2500
49967500

42755.00
14251657 yeas

Due: September 1

Cumulative Bond
Years

150000
96.2500

253.7500
497.5000
837.5000

1,2837500
1,846.2500
2,498.7500
3,2825000
4207.5000
5,335.0000
6,828.7500
8,0667500
9,755.0000

11,678.7500
13.8117500
16,251.2500
18,925.0000
21,9362500
25,305,0000
29,061.2500
33,195.0000
37.7562500
42,755.0000

Bid Form-3



ISSUE PRICE CERTIFICATE

The undesigned hereby certifies with respect tothe sdedheMoords Crossing MunidpA Utility District Unlimited Tac
Bonds, Series 2005 (theHBonds"), Issued in the aggregate prindpd artount of $3,000,000, as follows

1. The undersigned is the underwriter ("Underwriter") toe manager of the syndicate of underwriters which has
purchased the Bonds from Moore's Cross ngMunid pal Utility District (the"lssuer"> at competitive sale

2. The undersigned and/or one or moreother members of the underwriting syndicat if any, have made abona fide
offering to the public of the Bonds of each maturity at the respective prices set forth bdow.

3. The first price during the initial offering (expressed esayidd") of each maturity of the Bonds which a substantial
amount thereof (at least 10 percent of principal amount of each maturity of the Bonds) has been sold tothe publicises
set forth bdow:

Offering
Year of Principal Price Year of Principal
Maturity Amount (% Yield) Maturity Amount

2005 $ 60.000 % 2017 $ 120.000
2006 65000 % 2018 125000
2007 70,000 % 2019 135000
2008 75000 % 2020 140,000
2009 80.000 % 2021 150,000
2010 85COO % 2022 155000
2011 90,000 % 2023 165000
2012 90,000 % 2024 175000
2013 95000 % 2025 185000 %
2014 100,000 % 2026 195000 %
2015 110,000 % 2027 205000 %
2016 115000 % 2028 215000 %

4. For purposes of this certificate, theterm "public" does not Indude (a) the undersigned, (b) members of the syndicate, if
any, managed by the undersigned, or(c) any bondhouses, brokers, defers, end arnila- persons ororganizztions acting
inthecapadty of underwriters orwhdeGders that are related to, or control led by, orare acting onbehdf ofor asagents
for the undersigned ormembers of any syndicate In which the undersigned is participating in thesaleof the Bonds.

5. Theoffering prices described above reflect current market prices at the time of such sales.

6. If any or a11 oftheobligationsooniitutingtheBondsaretobe guaranteed thenthe premium paid for such guarantee in an
amount equal to$ isa reasonable amount payable soldyforthetransfer of credit risk for the payment of
debt service on the Bonds end does not Indude any amount pa>tefor a cost other than such guarantee, eg., a credit
racing fee The Underwriter has represented that theespnt value of the premium pd for the guarantee for each
cttigdicflccostitutingtheBcfKlstowhicrrauchpr^ and which are insured thereby is less than
thepresent value of the interest reasonably expected tobe saved as a result of the insurance on each obligEtionopnstituting
the Bonds. The premium has been pad to a person which iaxt exempt from federal income te«ction and which is not a
userorrdated to the user of any pracesds of the Bonds. In dderminingpresentvdue for this purpose, theyidd of the
Bonds (determined with regard tothepaymentoftheguaranteefee) hasbeen used asthe discount nie

7. The undersigned understands that t he it ements made herein will berdied upon byt he Issuer in itsefforts to comply
with the conditions imposed by the Internal Ra/enue CooW 1986, as amended, and by Bond Counsel in rendering
their opinion that theinterest on the Bonds Is excludable from the gross Income of theowners thereof.

EXECUTED AND DELIVERED this day of ,2005.

(Name of Underwriter or Manager)

By:

Title ,

Certificate



PRELIMINARY OFFICIAL STATEMENT DATED ̂ ••••̂ •̂ •Ll 2005

£ I NEW ISSUE - BOOK-ENTRY-ONLY
£«* g Delivery of the Bonds Is subject to the opinion of Bond Counsel tothe effect that Inta-eat on the Bondswtll beeKdudEUefrongrosslncorne for federal Income
U •$ tax purposes under statutes, regulations, putted rulings and court dedslons existing on the date thereof, subject to thCtawdeacrlbed under 'TAX
a j. MATTERS'herein Inducing the alternative rrinrnjnta< on corporaUons. TheDlstrldetpedstodeafgnate the Bcrds » Qudlf W T*-Exernpt OUIgaHons,
b | SBB'TAX MATTERS-QudlfledTw-ExeipfObllodionaforRnffidd Indtutlortf hffdn

°- g IUIOOLQOO

S £ MOORE'SCROSSNG MUN1CI PAL UTILITY DISTRICT
5 (A Political SubdMdon cf the State of Texas Located In Travis County, T«a$

£ £ Unlimited Tax Bends, Sertes2005
£». Dated: June 1,2005 Duoc September 1,astfiownbdcw

| fl| Interest onthe Bonds will accrue from June 1,2005 and IspayEtie September 1,2006 andeachMarch land September 1 thereafter until
£ tog theearlier ofmetrlty a rafcrnption, and will becalculated cnthe basis cf a 360-dsy year composed cf twelve 30dsy months The Bonds
k's will be Issued in My rendered fcrm only, without .coupons, UEncminelions of $5,000 or any Integral multiple thereof, and/hen
ESZ Issued, will beregidared in the name cf Cede &Ca, as reajdEred owner andnominee for The Depositary Truet Company CDTC"),New
5^3 York, New York, acting assscurities dapcatcry for the Bonds util DTC reagns a Is dacherged The Bonds Iritialry will bearalade to
.ojjj* puT±03ers Inbook-erty fam only. So long asCecte & Co., asthenDminee of DTC, isthe regsleredcwrB-of tr» Boid̂  principal of and
"B llj interest on the Bonds will bepey&e by the paying agat toDTCwhich will basdeJy responable for m*ing such payment ktt
£ =5 j beneficial owners of the Bonda The Initial paying aD^nVregstrar for the Bonds ie Walls Fargo^Bark NA (the 'Paying Agerf). The Bonds
5 » - arecbigeticrB eddy ofthe District and are not obligations ofthe City of Austin, Texas, Travis County, Texas; the Stte ofTexas; orany
> h £ crtity other then the* District
E _ I MATURITIES
|*Jj (Due September 1)

11 b Initial Initial
j g 5 Prlndpai Interel Raon*cU&tf> Principal Interest Recffsrlng CUS1P
f «S Due Amount Ratefa) Yield fb) Number (c) Due Amount Ratefa> Yieldfb) Number (c)
^ 11 2005 $ 80,000 % % 2017* $ 120,000 % %
I 81 2003 66,000 % % 2018* 125000 % %
! E b 2007 70,000 % % 2019* 136.000 % %
"Bg 2006 75000 % % 2020* 140,000 % %
| Sg 2000 80,000 % % 2021* 150,000 % %
j» 2010* 85,000 % % 2022* 155,000 % %

t §^ 2011* 90,000 % % 2023* 166.000 % %
> b 201? flO.000 % % 2024* 175,000 % %

* I * 201T 86,000 % % 2025* 186,000 % %
I- 51 2014* 100,000 % % 2026* 196000 % %
J £-5 2015* 110,000 % % 2027* 205.000 % %

2016- 115.000 % % 2028* 215,000 % %

Redarpdon FfovtdonK Tha Dietrld FOO-VOB the right to ntem, prior to meturity. In Irteprd mutflplea of $5.000 those ftnds metiFlng on
S t̂artw llneadi of the yw» 2010 through2028, both Indudvft Inwrdeor fromtlmetotlmB In pat onS t̂erte- 1,2009oron»iy dtte
tha-^tff tf • price of pa ptus aoorued Irtff «t from the fnodrocot Into at ptymmt dtfe to the date fixed for radmption. The Bonds mcturlng
Saptarba- 1. _ nd S t̂ertw 1, _ «»*^eltor™ncMory*nkinafundreJaTptioa SBB "THEBONDS- Redemption,"

(4 Afte requesting oorrpcBUve bids for puchaa of ths Bonds; tto District has Bodied the lowest bid to purchae Vie Bonds boring Interest «
•mm, tf • price of _ %of par plus airuBd Inta-eat tottieddeof ddlwy, renting In • ntf rffeUve Inta-et rate to the Dlatrlct of

(b) The Initial raofferlng ytdds Indlcaled rfreaet the Iowa- of the yields rewltinQ wtei priced tome\rlty athsflral r«tonptlon dete Theln)tid
yldds iwrtdi the Bonds will beprlced will beeBtEtilshed by«J will betha adernportbllty ofthelrttid Rreheaa- (as herdn defined). The
yields my be dranged at any time at the dacretlon of the InltlaRrchfflB-. Aoruad Inteoat fom Ana 1, 2006 to the dde <f ddlvery of the
Bonds to the I ritf a1 Rrdw istobeadded totheprlca

(c) CU3PruT*er« have bean arigned to this laauabythe CU^Servloe Bureau and re Induded nlely fa the convenience of prchasffs ofthe
Bonds. Neither the Dlatrld northeRnandd Advisor ahall beresponslblefortheaa'ectlon oreorrednea of ttTeCUSPrurtwrfiown herein.

The Bonds, when issjed, will oonastute vdid art tegeily binding oUigaScre oftheDi^rict end will be pa/stie f ran the proceeds of an arue*
advatorem tax, without tegd limittion toratoor amort levied against tex£le property within the District See "THE BONDS- Source of
Payment and Security for Payment" THE BONDS ARE SUB.HF TO SPECIAL RISK FACTORS DESCRIBED HEREIN. See "RISK
FACTORS' herein

The Bonds are offered by the Initial Purchaser aJ^ect topricr ata.whan, asard If issued by the District end accepted by Hie Initial Purchaser,
subject, among other things to the approval of the Initial Bonds bythe Attorney General of Tocas and the approval of certain bgal matters by
McCall, Parkftrst & Hortcn L.L.P., Austin, TBS; Bond Counsel. Delivery of the Bends laexpected en or about June 8, 2006, inAustin,
Texas

Bldsducc Thurtday, May 1* 2005. at 11:00, AM, CIXS.T.
at 701 Brazo^ SuHe400 Autfln, Texas 7B701

Award Expected: 12:00 Noon, CD3.T.
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USE CONFORMATION INOFFICIAL STATEMENT

Noctealer, broke1, daman or other person has been authorizadtogive any information or to make any represent £ ions otter
than those coot a ned InthisOffidal aalement, and if giverormade, such other information or representatio ns must not be
relied uponashaving been authorized by the District.

This Offidd SEtement does not done constitute, and Is not authorized by the District for usein connection with, an offer to
so11 or the sol id tat ton of any offer to buy in any state in which such offer or solicitation (snot authorized or in which the
person making such offer orsolidtationisnot qualified todosoortoany person to whom Itlsunlawful to make such offer cr
solidtation.

All of the summaries of the statutes, cede, contracts, records, and engineering nd other related reports set forth In this
Official Satement are made subject to all of the provisions of such documents These summaries do not purport to be
complete statements of such provisions, and reference is made touch documents for further Information, copies of which are
a/a I able from the Financial Advisor upon payment of reasonable duplication costs.

This Official Statement contains, in part, estimates, assumptions and matters of opinion which anenot Intended as statements cf
fact, and no representation is made as to the correctness of such estimates, assumptions, or matters of opinion, or as to the
likelihood that they will be realized, înformation and expressionsof opinion herein contained are subject to change
without notice, and neither the delivery of this "Official aatement" nor any sale made hereunder shdl, under any
drcumstances, create any implicationthat tbrehasbeon no change In the affairs of the District orthe other matters described
herein since the date hereof. However, &iDistrict has agreed to keap this "Offial 3atement" current by arnendrnent or
sticker toreflect malaria* changes intheaffars of the District, and tothe extent that Iriformationaduaily comestoltsattention,
other matters described In the "Offidd Satement" until ddivery of the Bonds tothe Initial Rjrchaser and thereafter only as
specified in "OFFICIAL STATEMENT -Updating theOffidd aatement."

NEITHER THE DISTRICT NOR THE FINANOAL ADKDR MAKE ANY REPRESENTATION OR WARRANTY
WITH RESFECT TO THE INFORMATION CONTAIBEIN THIS PRELIMINARY OFFICIAL STATEMENT
REGARDING THEDEFOaTOFY TRUST COMPANY OR ITS BOOK-ENTFY-ONLY SYSTEM.

SALE AND DISTRIBUTION OFTHE BONDS

Award of the Bonds

After requesting competitivebidsfor theBonds, theDistricthas accepted thebidof (the'lnitial
Purchaser") to purchase the Bonds at the interest rates shown on the cover pageofthisOffidd aatementatapriceof %
of pa-pi us accrued interest to date of diivery. No assurance can begiven that ary trading market will bedevdoped for the
Bonds after their sdebytheDistrict tothelnltial Purchaser. The District has no control over theprice at which theBondsare
subsequently sold, and the initial yields at which the Bondsepriced end reoffered are established by and are the sole
responsibility of the Initial Purchaser.

Prices and Marketability

The delivery of the Bonds is conditioned uponthe receipt by the District of a certificate executed and delivered by tnelniti*
Purchaser on or before the date of delivery of the Bonds stathg the prices at which asubstantial amount of the Bonds of ea*
maturity has been sold tothe public For this purpose, the term "public" shall not indude any person who Isa bond house,
broker or si mi I a: person acting Inthecapacity of underwrite orwholesaler. Otherwise, the District has no understanding with
thelnitid Purchaser regarding thereoffering yiddsorprioes of the Bonds Information concerning recffering yields orprices
isthe responsibility of the Initial Rjrchaser.

The prices and other terms with respect tcthe offering and sale of the Bonds ma/bechanged from time-to timeby the Initial
Rjrchaser after theBondsare released for sale, and the Bonds may beoffered endsoJctt prices other than the initial offering
prices, induding sales to dealers who mayseJI the Bonds into investment eccounta In connection with the offering of the
Bonds, the Initial Furchaser may over allot or effect trareaiionswNch stabilize cfniaritainthemarket prices orthe Bondsat
te/dsabovethosewhich might othewisepreval in the open market. Such s&iliar^ if commenced, may bediscontinued at
anytime



The District has no control over trading of the Bonds inetsecondary market. Moreover, there is no guarantee that a
secondary market will be made Inthe Bonds. In such aseondary market, the difference betaesn the bid end asked price of
utility district bonds may begreater thanthedifference between the bid and asked prae of bonds of comparable maturity and
quality issued by more traditional municipal entities, SB bonds of such entities are moregenerally bought, sold ortraded in the
secondly market.

Securities Laws

No registration statement relying to theoffer end sale of the Bonds has bedhed with the Securities and Exchange
Commission under the Securities Act of 1933, asamended, inrdiance upon theexemptions provided thereunder. The Bonds
neve not been registered orqualified underthe Securities Act of Texas inrdiaiceupon vaious exemptionsoontaned therein;
nor ha/ethe Bonds been registered or qua'fied under the securities lavs of any othejurisdiction. The District assumes no
responsibility for registration ofthe Bonds under the securities lavs of any bfer jurisdiction in which the Bonds, may be
offered, sold or otherwise transferred. This diadamer of responsibility for regfetralion or qualified! on for sa*e or other
dspositionof the Bonds ariallnotbeconstruedesan interpretation of any kind with regard tothea/ailabilityofany exemption
from securities registration orqualificstion provisionslnsuch other jurisdiction.

MUNICIPAL BOND RATING

Noapplicstion has been madetoarating service, nor is it expected that the District wcddha/ebeai successful inobtaningsn
investment grade rating had such application been made In addition, noapplication has been made to qualify theBondsfor
bond Insurance



OFFICIAL STATEMENT SUMMARY

The following oidend isquaHfied in its entirety by the dialed Information and finaxid stdements Appearing elsewhere in
this Offidd adement. The offering of the Bonds to potent id investors is made only by means of this entire Official
Stdement. No person is authorized to detail this summarfrom this Offitia1 adement or to otherwise use it without the
entire Official Sdement.

THE DISTRICT

The Issuer ................................. Moore's Ooesng Unicipd Utility District (the "E&trict"), a politick subdivisbn of the
3de of Texas, was creded by order of he Texas Wder Commission, predecessor to the
Texas Commission on Environment̂  Qudity {heTCEQT or the •Commission") adopted
on June 17, 1987, and aoonfirmdion election held withintheDistrictonNovember 3,1987,
and operates pursuant to Chapters 49 end 54 othe Texas Wder Code, as amended. The
District was eroded to provide wder, wastewder and storm cranage facilities to save
approximdeJy 604 acres within Its boundaries, a*l of which lie within Tra/is County aid
within the limited purpose jurisdiction of the Qty of Austin. See 'THE DISTRICT -
Genera".'

Location ................................... The Draft is (ceded in southeastern Trare County approximately eight miles stta-
southeest of the Qty of Austin's centre! toss district and is a'tuded immediately
southeast of AustirvBergst rom Intemdrona" Airport. Access to the District Is provided by
interstate Highway 35 ax) Burleson Road via Broy Road. Gee "LOCATION MAP end
"THE DISTHCT -Locdion."

The Developer. ......................... Land within the Dietct Is being developed by SR Development (tie 'Developer*). Gee
"THE

Satus of Development ............. The District contans 804 ones, of which epproximdely 657 acres are developable As of
April 1, 2005, approximately 166 acres (or approximately 2527% of the developable
acregge) has been developed as 669 angle family lots aid approximately 17 acre school
site Development within the District asApril 1,2005 included 457 complded single fan! I y
homes, 2 homes under construct on, end 210 developed vacant ggle family lots located
within the residential subdivision of Moore's Oossing 3oney Ridge. Phase A Sections 2,
3A, 3B, 3a 5A, SB. 6, end 1 (148.7 acres, 66fi*s). Additionally, construction of utility
facilities to serve aoney Rdge. Phase B (2E. acres, B. pldted lots) is expected to
commence within the next

The District also contans a Del Valle Independent School District element ay ached (17
acres) which opened Inthefatl of 1999.

The Developer expects the remaining 490.9 «Hop£ble acres to be developed as single
family, muiti family, industrial and retail improvenents, See "THE DISTRICT - Historical
and Current 3dus of Development" and "Future Development."

THE BONDS

Description ............................... The Bonds are serial bonds ineteggregde principal amount of $3,000,000 maturing
artnuaMy in very ing amounts on September 1 of each yeerfrom 2005 through 2028. Interest
accrues from June 1, 2005 at the rdes per annurrsd forth on the cover page hereof aid is
pa/eble September 1, 2005 end each March 1 ad September 1 thereefte until maturity or
earlier redemption. The Bonds are offered Infullyegistered form In Integra! multiples of
$5,000 for any onemdurity. See "THE BONDS -Genera" Description."

Redemption .............................. Bonds maturing September 1 of each* the years 2010 through 2028 both inclusive, ae
subject to redemption In whole or, from time to time, in pat d the option of the District on
S r̂tember 1,2009, end on any date thereafter, el par plus accrued interest from the most



recent interest payment dde tcthe date of redemption. ThaBonds maturing September 1,
end September 1, are also subject to mandatory sinking fund redemption. See

"THE BONDS -Redemption."

Source of Foment The Bonds are payable from an acvalorem tax levied upon all taxable property within the
District, which under Texas lav is not limited as to rate or amount (see "TAXIN
PROCEDURES'). The Bonds are obligations of Moore's Crossing Municipal Utility
District and are not obligations of the City of Austin, Texas; the State of Texas; Travis
County, Texas; or any other political subdivision or agency. See "THE BONDS -Source
offtyment."

Outstanding Debt The District has heretofore issued two serienf unlimited tac bonds and one aeries of
refunding bonds In the original principal amount as follows; $1,425,000 Unlimited Tax
Bonds, Series 1998 (the 'Series 1998 Bortfc $1,670,000 Unlimited Tex Bonds, Series
2003 (the"Series 2003 Bonds'); and$1.324,999.45UnlimitedTax Founding Bonds, Series
2004 (the'Series 2004 Refunding Bonds'), which refunded ell of the remaining outstanding
Series 1998 Bonds. Collectively, the Sales 2003 Bonds and the Series 2004 Refunding
Bonds ere referred to as the 'Outstanding flids". As of January 1,2005, the Outstanding
Bonds totded $2,888,54620 &9'RNANC1AL STATEMENT-OutstandingBonds."

Ffyment Record The Bonds are the third series cfionds issued by the District for purposes of acquiring or
constructing utility facilities, The District has not defaulted on the payment of the Series
1998 Bonds aid the Outstanding Bonds. However, capitalized interest in an amount equal to
approximately twoyeatf debt service requirement was inducted in the proceeds of the Series
1998 Bonds and the Series 2003 Bonds. fe'RNANCIAL STATEMENT -Outstanding
Bonds"

Authority for
Issuance. The Bonds are issued pursuant to Artide XVI, fiction 59 of the Texas Constitution and the

general lavs of the Sate of Texas including Chpters 49 and 54 of the Texas Water Code, as
amended, abond election held withinthe District on November 7,1987, approving the issuance
of bonds, the approving Order c< tr>e Commission end pursuant to ai order (the "Bond Order")
adopted by tteBcod of DirectcrerftrteDistrict^ Sea "THE
BONDS -Authority fa-Issuance"

Use of Rooeads. The proceeds of the Bonds will bevsto acquire: I) a wastevria* Interceptor to serve
Stoney Rdge, Riase B;ii) drainage facilities toserve Stoney Rdge Phase A,Sedion 6; and
Mi) water, wastewater and drainage facilities toserve 9oney Rdge, RISES A, Sections 1.5A,
SB end 6. I

Additionally, the Bond proceeds be used toi)capitallzB approximately 24 months' interest
requirements on the Bonds; II) will pay certain qgineering costs, and lii) pay certain costs
associated with the issuance of the Bonds. SEB "USE AND DISTRIBUTION OF BOND
PROCEEDS"

Bonds Authorized But
Unissued The Bonds are the third inetoient of $32,000,000 bonds authorized at an etectioiheld

within the District on November 3,1987. After the sale of the Bonds, $25,905,000 bonds
will remain authorized but unissued. See "FINANCIAL STATEMENT - Unlimited Tax
Bonds Authorized But Unissued."

Municipal BondRding_ „ In connection with the sde of the Bonds, the Disbti has not applied for a rating on the
Bonds, nor is it expected that an investment grade rating would rwvebeen received had an
application been made In addition, noapplction has bean made to qualify the Bonds for
bond insurance



QudjfiedTac-Exgnpt
Obi i get ions The District expects todesignate the Bonds aB"qudified t£K-exempt obligdions" pureuart to

section 265(b) of the Internal Re/enue Code of 1986 end will represent thdthetoUf anount
ofta<-exempt oblig£tions(induding the Bonds) issued by It during calendar yea- 2005 isnot
raeBpnsbly ocpected toecossd $10,000,000. See "TAX MATTERS -Qudifted Tex-Exempt
Obligations for Finendal Institutions."

Bond Counsd MoCdl, ftrkhuret & MortonL.L.P., Bond Counsd, Austin. Tasa

Genffd Counsel Armbrust & Brown, L.L.P., General Counsel, Austin,Tocas,

Finaxid Advisor. Southwest Securities, Austin, Twas.

Engineer Srfroeder Engin̂  Compsny, Austin, Te<as,

RISK FACTORS

The purchase aid ownership of the Bonds involve cert an ricfa^ors end dl prospective purchases SB urged toexanine
cErefully the Offidd 3aemt, induding paticutaly the section capted "RSK FACTORS;" with respect to the
investment security of the Bonds.

[Thenmalndr oftrtapago IntanUcnelly WI



SELECTED FINANCIAL INFORMATION
(Ureuditedaeof Jenusy 1,2005)

2004AssessedVdudion ........................................................................................ $ 43,835,386 (a)

EstimdedAssessedVdudiaiasof January 1,2005 ............................................................................ $ 48,646,782 (b)

Gno8sCWbtOutslmding(£fteriasu3ioBoftheBonds) ....................................................................... ... $ 5,888.546.20

RaioofGrossCM)tto2004Assess8dVdudion .................................................................................. 13.43%

REtio of Gross Debt to Estimated Assessed
ValuationasofJaiuery 1,2005 ............................................................................................... 12.10%

2004 Tax Rde
Debt S&vioa ........................................................................................................ 556CW
Ma ntenanceA Operation ........................................................................................... 0.1740
Total ................................................................................................................. JfmQO (c)

DebtServicfundBalanceso1Decembe>1,2004 ..................................... ....................... $ 5W.227

Averagqaercentagif currentaxcollectionsTaxYearl 997/2004 ...................................... 99.21%

AveragajercentagrftotalaxcdlectionsTaxYearl 997/2004 ............................. .............. 99.55%

ProjecteAveragAnnuaDebtServiceRequirement
(2005/202^fProjecteAvera$ Requirement") .................................... ................ $ 415,420

Taxraterequiredo pa/^rojecteAverageRequiremebased
uporC004\ssesseQValuatioat95%cotlection& ................................................... $1.00/$100>.V.

Taxraterequiredopa/'rojecteAverageRequiremebBsed
uporEstimateAssessed/atuatioBsoUanuarf, 2005
at95%collectiona... .......................................................................................... $0.90/$100 A.V.

Projectefi1aximunAnnuaDebtServictf?equiremeffl01 1 )
C'ProiecteWaximunRequirement1:) ......................................................... ............ $ 484,fl1

TaxraterequiredopajProjectetflaximunRequiremebtased
upon2004^ssesse<ValuatiOBt95%collectior\s. ................................................... $1.17/$10ft.V.

Taxraterequiredo pa^rojecteWaximunRequinemebtased
uporEstimateAssessed/aluatioasolUanuar^, 2005
at95%collectiona ............................................................................................. $1.05/1100 A.V.

Numbeof activ«inglrfamilywatean<feewe-connectiorBEolJanuan^, 2005 ..................... 422

Estimate^opulatioBSOllanuary, 2005 ...................... .......................... ........................ 1,477 (d

(a) AscHKfled by tfieTrarlt Crtrd Apprdsd District (TCAD"). SeeTAXINGPROCEDURES'
(b) As ffldrrdoJ by TCAD • of Jmuay 1, 2006 rti Is Inducted soil? for the ptrpoaes of illuetrdlan. 3Jdi anxrt rtflods n rfmde of tfiotacabla

vdue within the District vti Is aibjat to wlov rt diaigAjy TCAD. No tw will be iwlad on sucti vnout irieas tt Is ortfed by TCAD. See
•TAXI NG PROCEDURES'

(4 Inltaorde- îprovlnglssuEnoB of the Bonda, the TCEQ dredaj thd theDlatrltt levy mlritid aivdorar) tat rateforthed*t strvioB(rfto- laauaxeof
the Bortte) of not leaa than $0.51 pe $100 vdudloa

(d) Baaed on&Sreridmtspa-Gorrpletf single tartly oomoiloa



OFFICIAL STATEMENT
relating to

$3,000,000
MOORE'S CROSSING MUNICIPAL ITT1 LITY DISTRICT

(APolltlcal Subdivision of the State of Texas Located InTnvIs County, Texas)
Unlimited Tax Bonds, Series 2005

INTRODUCTION

This Offida" aaiement provides osrtarinformdion in connection with.the Issuance by the Moore's Crossng Municipal
Utility District (the'Districf) of its $3,000,000 UnlimitedTax Bonds, Ssries 2005 (the'Bonds*).

The Bonds a-e Issued pursuant to an order (the" Order' or'Bond Order") adopted by the Board of Directors of the District on
thectete of the sdeof the Bonds, aid pursuant tothe Constitution and gened lavs of the 3a:e of Texas, and Chapters 49 aid
54 of the Texas W^er Code, asanended, the bond election eppoved by the voters within the District on November 3,1987,
and the approving order of the Texas Commission on Environmental Quality ("TCEQ" orthe'Commission').

Unless otherwise indicated, capitalized terms uaxJ in thisOffida* 3a:ament have thesane meaning assigned tosuch terms in
the Order.

Included intNs Official aa"ement ae descriptions of the Bonds and certain information about the District and ltsfinaxes,as
wdl as oertan informdion related to 9* DeveJoprrtaflhe "Developer"). ALL DESCRIPTIONS OF DOCUMENTS
CONTAINED HEFCIN ARE SUMMARIES ONLY AND ARE QUAURED INTHEIR ENTIRETY BY REFERENCE TO
EACH SUCH DOCUMENT. Copies of such documents may beobtaned from theDistrictaArmbrust & Brown. L.L.R, 100
Congress Avenue, Suite 1300, Austin, Texas 78701 or during ttt&ing period from the District's Rnanria1 Advisor,
Southwest Securities, 701 Brans, Suite 400, Austin, Texas 78701 upon payment of reasonable copying, ma* I ing and handling
charges.

THE BONDS
General Description

The $3,000,000 Moored Crossing Municipal Utility District Unlimited Tax Bonds, Sjies2QQ5 will bear Interest from June 1,
2005 and will mdure on September 1of the years and Inthepriripd artounts, axl will bear interest at the rates per annum,
set forth on the cover paae hereof. Interest on the Bonds will be pa/able September 1,2005 and each Marti land September
IthereaFter until maturity orearlier redemptionand will becalojlatad onthe basis of a360xlay yea-composed of twelve 30-
day months The Bonds will be issued ifully registered form only, withoutooupons, in denominations of $5,000 or any
Integra1 multiplethereof, end when issued, will beragistered i n the name of Cede & Co., as registered owner and nominee for
The Depository Trust Company f DTCT), New York, New Yqrkcting as securities depository for the Bonds until DTC
resigns or is discharged. The Bonds initially will bea/a I able to purchasers inbook-entry form only. So long as Cede & Co.,
as the nominee of DTC, is the registered owner of the Bondsprindpal of and interest on the Bonds will bepa/ahle by the
paying agent to DTQ which will be solely responsible for making such payment to the beneficial owners of the Bonds. The
initial paying agent for the Bonds isWdlsFapo Bank, MA .{the "Ffying Agent").

Redemption

Optional Redemption .. . The Bonds maturing on September 1 of each ofthe years 2010 through 2028 both Inclusive, are
subject to redemption prior to maturity at the option of the District, in whole or from time to time In pat, on September 1,
2009, aid onaiy ctete thereafter, eta redemption price equal tine principal amount thereof plus sxrued interest from the
most recent interest payment c&etothec&e fixed for redemption.

Mandatory Sinking Fund Redemption.. .Inaddition tobeing subject tooptiona) redemption, asprovided above, the Bonds
manuring onSeptember 1,_ andSeptember 1, are subject to maxldoiy sinking fund redemption prior to maturity by
lot In the following anounts, onthefo)lowingda:esand eta price of pa- pi us accrue) interest to the redemption c&efrom
amounts required tobedepositedlntheDebt Service Fund:



BonddVlaturlnqSeDtembet. BondsMaturlnOSeotembet.
Mandatory PrlnAlfcaaidatory Principal

RedempttoiPate Amount RedemotloiPate Amount

* Sded Mdirlty

The prindpa1 amount of the Bonds required to be redeemed pursuant to the operation of the manoatory sinking fund
redemption provisions ahdl be reduced, A the option of the District, by the prindpa1 anourt of any Bonds of the stated
mdurity which, st least 50 da/9 prior to a mandatory redemptiordate, (1) shall ha/e been acquired by the District, at a price
not exceeding the prindpa1 amount of such Binds pi us accrued interest to the dde ofourchase thereof, and delivered to the
tying Agent for cancellation. (2) arid I ha/ebeen purchased andcancelled ty the tying Agent at the request ofthe District,
with monies in the Debt Service Fund eta price not exceeding the principal aiKxnrt of the Bonds plus aorued interest to the
date cif purchase thereof, or (3) sha1! ha-ebeai redemied pursuant to the optional redemption provisions and not theretofore
credited qga'nst amanddory sinking fund redemption requirement.

Notice of Redemption ... At least 30 calendar days prior to the dde fixd for any redemption of Bonds or portions thereof
prior tomdurity. awritten notice of such redemption and I be sent by the tying Agent by United Sides mal, first-class
postage prepaid. A least 30 calends' daysprior to the dde fixed for redemption, tothe Registered tamer of each Bond to be
redeemed at its address as it appealed on the 45th catenda* day prior to such redemption dde and to major securities
depositories and bond information services,

The Bonds of a denomination larger than $5,000 may be redeemed in pat ($5,000 or any multiplethereof). Any Bond tobe
palidly redeemed must besurrendered In exchange for oner more new Bonds of the sane maturity for the unredeemed
portion of the prindpa' of the Bonds so surrendered. In the cert of redemption of less than a1 1 of the Bonds, the paticula-
Bonds to be redeemed aha1! beselected by the District, If less thai sil of the Bonds of a particular maturity are tobe redeemed,
the tying Agent is required to select the Bonds of such maturity to be redeemed by lot.

Termination of Book-E ntry-Only System .. .The District is initially utilizing tbbook-entry-only system of DTC Sea
•BOOK-ENTR/-ONLY SYSTEM.' In the event thai the Bcok-Entry-Only System is discontinued by DTC or the District, the
following prcviaonswiH beepplicEWetotheBonds.

Payment.. .ftindpd of the Bonds will be pa/able dmdurity to the registered owners as shown by theregistrdion books
maintained by the tying Agent upcfipreeentdion aid surrender of the Bonds to the tying Agent at the designated off ice for
payment of the tying Agent I (Austin, Texas (the "Designated tyment/Tran&r Officer). Interest on the Bonds will be
pa/able by check or draft, dded as of the applicable interest payment cfete, sent by the tying Agent by United Stages mal,
first-dass, postage prapad, tothe regidred owners dthar respective addresses shown on such records, or by such other
method acceptable to the tying Agent requested by the registered owner at the risk aid expense of the registered owner. If
thedde for the payment of the prinoipa1 of or Interest cttie Bonds and I be a SBurda/, Sunday, legd holiday, orda/ on
which banking Institutions In the city where the Designded tyment/Transfer Office of the tying Agent is located are
required or authorized by lav crweoitiveorder to dose, then the date for sudpayment shdl bathe next succeeding da/
which is not aSaturday, Sunday, legd holiday, or day onwhicrbanking institutions are required orajthorized to dose, and
payment on such dfteshdl for dl purposes bedeemed to ha/e been made on the on gird dde payment was due

. .. The Bonds may betraisferred and re-registered on the registration books of the tying Agent only upon
presentation and surrender thereof tothe tying Agent/Reg! straat the Designded tyrnerA/Trensfer Office A Bond also
may beexchanged for aBond or Bonds of like maturity axl Inteest and ha/ing alike aggregde prindpa' amount or maturity
amount, asthe case may, upon presentation aid surrender d theDesignded tyrnent/Trsnsfer Orfioa All Bonds surrendered
for transfer orexchaige must be endorsed for assignment bjhe execution by the registered owner or his duly authorized
agent of an assignment form on the Bonds or other Instruct of transfer acceptable to thetying Agent. Transfer and
exchange of Bonds will bewithout expense or service chage to the registered owner, except for aiyta< or other governmental
charges required to be pad with respect to such transfeor exchange. A new Bond or Bonds, In lieu of the Bond being
transferred or exchanged, will be delivered by the tying ^Registrar to the registered owner, st the Designated
tyment/Trcnsfer Office of the tying Agent/Register or ty UritedStatee mat, first-daes, postage prepaid. To the extent
possible, new Bonds issued In an exchargeor transfer of Bonds will beddivered to the registered owner not more than three
<3) business days after the race pt oftheBondstobecaxeled inthe exchange ortransfer ard the denomi nations of $5,000 or
any Integra1 multiplethereof.
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Limitation on Transfer of Bonds .. .Nat her the District nor the ftying Agerthall be required to make aiy transfer,
conversion orexchange to an assignee of the registered owncof the Bonds (i) during the period commenting on the dose of
business on the I9h calendaday of the month(whetheror nota bueosday) precedinjpachinterestpaymenttate(the
•Record Date") andendingwth theopeningrf bu sine sen thenextollowingprincipabr interesfeaymentiateor (ii) with
respectto anyBondcatledfor redemptiorin wholeor inpart,itfiinforty-five (45) daysof thedatefixedfor redemption;
providedjiowever,suchlimitationof transfeishallnotbe appa'bleto anexchangby thengisterecbwnerof theuncalled
balance! aBond.

Replacement Bonds

If a Bond is mutilated, the ftying Agent wilt provide areplecensnt Bond in exchange for the mutilated bond. If a Bond Is
destroyed, lostorstolen, theftyingAgerrt will provide areplacaTient Bond upon (i) the filing by the registered owner withthe
Frying Agent of e/idaxe satisfactory to the R îng Agent ofthedestruction, lossortheft of the Bond aid theajthentidty of
the registered owner's ownership aid (ii) the furnishing toteRying Agent of indemnification In ananount satisfactory to
hold the District end the ftying Agek harmless. All expensesd charges associated withsuch indemnity end with the
preparation, execution aid delivery of a replacement Bond must bebome by the registered owner. The prcvisionsof the Bond
Order relating totte replacement Bonds are exdusive and theextent lawful, predudea1! other rights aid remedies with respect
to the replacement aid payment of mutilated, destroyed, lost or stolen Bonds,

Authority for Issuance

At 01 election held within the District on November 3,1967, voters within the District authorized a total of $32,000,000
printipa1 amount of bonds for water, waste/tier, aid drainage facilities. The Bondsoonstitutethe third instalment of new
money bonds issued by the District. Aft* the sale of the Bonds, the District vill have remaning $25,905,000 in authorized
but unissued unlimited tax bonds.

The Bonds ere Issued pureuat to the terns axlprewi a or« of the Bond Order. Chapters 49 end 54of the Texas Water Code, as
attended aid Article XVI, Section 59 of the Texas Constitution. The IssuanceoftheBonds has been approved bytheTCEQ.

Source of and Security for Payment

The Bonds wit) be payable from and securecby a pledge of the proceeds of a cotinuing, direct, amua" ad valorem tax,
without legal limitation as to rate or anount, levied against taxable property within the District. The Board covenants In the
Bond Order that, while aiy of the Bonds areoutstanding aid the District isin existence, it will levy Biannual ad valorem tax
and will uncle-take to collect such atax, a^nst taxable property within the Districts! a rate from yea* to year sufficient,full
allowance being made for anticipated delnquendes, together with revenues and receipts from other sources which ere legally
available for such purposes, to pa/ interest on the Bonds as it becomes due. to provide a sinking fund for the payment of
principal of the Bonds when due or the redemption price tfeny earlier required redemption date, to pay when due any other
contractua! obligations of the District pa/able in whole on part from taxes, and to pa the expenses of assessing and
collecting such tax. The net proceeds fromtaxes levied to pay debt service on the Bonds are required tobe placed In a special
account of the District designated its "Debt Service Fund" fort he Bonds. The Bond Order provides for thetermination of the
pledge of taxes when aid if the aty of Austin dssotvesthe District end assumes all debt sard liabilities of the District.

Under Texas law, the District may be dissolved by the City of Austin (the "aty") without the consent of the District or its
residents. When theDistrictisabdished, theQty must assunetheassets, functions, ardobtigationsofthe District (inducing
the Bonds) and the pi edge of taxes will terminate No replantation is made concerning thelikdihood of dissolution or the
ability of the Qty to make debt servie payments on the Bonds should dissolution ccur. Sea "THE DISTRICT -City of
Austin Consent Agreement."

TTteBcridsmcfcligaticroaddycftheDistridaidarer^ Travis County, Texas; tte
Set e of Texas; or any politics1 subdivisionorentity otherthantheDistrict.

Payment Record

The Bonds are the third issuance of unlimited tax bonds by the District. See •RNANQAL STATEMENT - Outstanding
Bonds.' To date, the District has never defaulted In pajrahof principd or interest on the Series 1996 Bonds or the
Outstanding Bonds. However, capitalized interest inan amount equal to two veers' debt service requirements was inducted in
the proceeds of the Series 1998 Bonds and theSaries 2003 Bonds.
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Flow of Funds and Investment of Funds

The Bond Order creates or confirms the establishment end maintenance by the District of aOebt Savice Fund and aCapital
Rejects Fund.

Each fund shall bekept separate end apart from all other funds of the District. The Debt Service Fund shall constitute atrust .
fund whi ch shall beheld intrust for thebenefit of the holders of the Bonds.

Any cash balance in any fund must be continuously secured by valid pledge to the distridof securities eligible under the
lavsofTexas to secure the funds of muni dpal utNityojstridsrwingaiasgragate market value, exclusive of accrued Interest,
at all timesequd tothecash balance in the fund towhich such securities are pledged.

Debt Servto Fund: The Bond Order establishes the Debt Service Fund tobeuaed topa/ prindpa1 and Interest on and Faring
Agent fees in rasped tothe Bonds The Bond Order requires that the District deposit tothecredit of the Deist Savioa Fund 0
from the delivery of the Bonds to the initial purchaser, theanount received fran proceeds of the Bonds representing accrued
interest aid twenty four months' capita'izedinterest on the Bonds, (ii) District al/a'orem taxes (aid penalties and interest
thereon) levied topa/ debt service requirements on (or fees »d expenses of the F îng Agent with respect of) the Bonds, end
flii) such other funds asthe Board shall,* its option, deem advisable. The Bond Ode requires that theDebt SB-vice Fund be
applied soldy to provide for the payment of the principal orredcmption price of aid interest on the Bonds when due, and to
pa/ fees to Frying Agent when due.

Capital Projects Fund; TneCapital Rejects Fund isthecapital improvements fund of the District. The Bond Order requires
the District to deposit tothecredit of the Capita1 Rejects Fund the balance of the proceeds of the Bonds remaining ate* the
deposits tothe Debt Service Fund provided in the Bond Order. The Capital Rejects Fundma/beapplied solely to(l) pay the
costs necessary or appropriate to accomplish the purposes for wbh the Bonds are issued, (iijpey the costs of issuing the
Bonds and (ili) tothe extent theproceads of the Bonds axj investment income attributedethereto are In excess of the amounts
required to acquire aid construct water, wastewater and drainage facilities asapproved byTCEQ, then in the discretion of the
District (©transfer such unexpended proceeds or income tothe Debt Service Fund eras otherwise approved bytheTCEQ.

Defeasance of Bonds

Gawa/.The Bond Order provides for the defeasance oftheBonds andthetemindionofthe pledge of ad valorem taxes end
all other general defeasance covenants Inthe Bond Order under certain circumstances. Any Bond and the interest thereon shall
bedeemed to be paid, retired and no longer outstanding (a"§feased Obligation") within the meaning of the Bond Order,
except to the extent provided below for the Ffying Agent to continue payments md for the District to retain the right to call
Defeesed Obligations tobe paid at maturity, when thepaymentofall prindpal and interest payable with respect to such Bond
to the due date or dates thereof (whether such due date or dates beby reason of maturity, upon redemption, or otherwise) either
(I) shall have been made or caused tobe made inaxordstEwlth the terms thereof (incbcfingthe giving of any required
notice of redemption) or(ii) shall nave been provided for on or before suchduedatebyirrwocably depositing with ormeking
a/a I able to the Ftying Agent or an eligible trust company oroommadal bank for such payment (1) lawful money of the
United Sates of America sufficient to make such payment, (2) Defeasance Securities (defined below) that mature as to
prindpal and Interest in such amounts andt such times as will ensirethe availability, withc^ranvestment, of suffident
money to provide for such payment and when proper araigementsha/e been made by the District with the Ffying Agent or
an eligible trust company CTcammerda1 bank for the payment of its services until after all Defeesed Obligations shall have
become due aid payable or (3) 'any combination of (1) and (2)At such time as a Bond shall bedeemed tobe aDefeased
Obligation, such Bond and the interest thereon shall no longer besecuredby, payable from, or entitled tothe benefits of, thead
valorem taxes levied and pledged asprcvided Inthe Bond Order, end such prindpal and interest shall be pay able soldy from
such money or Defeasance Securities.

The deposit under dause (ii) above shall bedeemed a pay m* of a Bond when proper notice of redemption of such Bonds
shall ha/ebeai given, Inaccordance with theBond Order. Any money so deposited with the Ftying Agent oran digiWe trust
company orcommerda1 bank may at the discretion of the Board of Directors dao be invested In Defeasance Securities,
maturing in the amounts and at the times asset forth inclCond Order, and all inoomefrom such Defeasance Securities
received by the ftying Agent or en a1 i gibe trust company orcommerdal bank that is not required for the payment of the
Bonds aid interest thereon, with respect towhich such moneJiaB been ao deposited, shall be turned over tothe Board of
Directors.

All money or Defeasance Securitiesset aside and held in trust pursuant tothe provisions of theBond Order for the payment of
prindpal of the Bonds and premium, If any, and interest thorn, shall be applied to aid used solely for the payment of the
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particular Bonds and premium. If any, end interest thereon,with respect to which such mone/ or Defeasance Securities ha/e
been aoset aside intrust. Until eJI Defeesed Obligations shall ha/e become due end payable, the Faring Agent shall perform
the services of Registrar for such DefeasedObligalionsthesamessif they had notbem defeased, andtheDistrict shall make
proper arrangements to provide and pay for such services as required by the Bond Order.

If money or Defeasance Securities hare been deposited or set aside with the Ffying Agent or an eligible trust company or
commertia1 bank for the payment of Bonds and such Bonds shall noha/e infect been actuary padinfull, r»amendment of
the defeasance provisions of the Bond Order shaft be made without the oonsent oftheregistered owner ofeech Bond affected
thereby.

Motion ofRghts. To the extent that, upon the defeasance of any Defeased Obligation to be pad at its maturity, the District
retans the right under Texas law tolder call tnd Defeased Obligation for redanption in aoxird awe with the provisions of the
order authorizing its Issuance, the District may call such Defeased Obligation for redemption upon complying with the
provisions of Texas lav and upon the satisfaction of the provtesset forth above regardingsuch Defeased Obligation as
though It was being defeased atthe timeofthe exercise ofthe ofli on to redeem the Defeased Obligation and the effect of the
redemption is taken into account in determining the sufficiency of the provisions made for the payment of the Defeased
Obligation.

/mesfmsrTfs.Any escrow agreement or other instnment entered into between the District and theftying Agent or an eligible
trust company aoornmerda1 bank pursuant to which money and/or Defeasance Securities ere held by the Ffying Agent or an
eligible trust company orcommerdal bank for the payment of Defeased Obligations may contain previsions permitting the
Investment or reinvestment of such moneys in Defeasance Securities orthe substitution of other Defeasance Securities upon
the satisfaction of certain requirements. All Income from such Defeasance Securities received by the ftying Agent or an
eligible trust company oroommerda! bank which is not requitfafor the payment ofthe Bonds and interest thereon, with
respect to which such money has bean so deposited, will beremitted totheBoerd of Directors.

For the purposes of these provisions, "Defeance Securities" means (i) Federal Security (il) noncallable obligations of an
agency or instrumentality of theUnited3desof America, irxJudrigcibllgkbnsthata^uncxxxliticfia'lyguaianteed or Insured by
the agency orinstrumenta'ityandthd, onthedaietheBoard of Diredcra adopts or apc*ovesprocesdingsajthOT^
of refunding bonds or otherwise provide for the funding of an esw to effect the defeasance of the Bonds are rated as to
investment qua*ity by a nalionallyrecognizBd investment rating firm not less than "AAA" oritsequiva'ent, and (Mi) noncallaUe
obligationsof a state oran cgency or a county, munldpa'ity.or other political subdivisionofa sHethat hevebeen refunded and
that, on the date the Board of Directors adopts or approves proceedingsarthorizing the issuance of refunding bonds or otherwise
provides for the funding of an escrow to feet the defeasance ofthe Bonds, OB raid as to investment quality by a nationally
recognized inve3tmentrBtingfirrnnole3Sthan''AAA11 oritsequivalent. Fcr thepunposescftheseprovisions^Federal Securities"
means direct, noncdlableobligationsof the United 3atesof America, tndudingoblic îonsthdareurKX>ncitiona>lyguaranteedby
the United Sates of America (indudi nglnterest Sripsof the Resolution Funding Corporation).

Paying Agent

Principal of and semiannual interest on the Bonds will be pad by Wells Fargo Bank, NA., the initial Ffying Agent having Its
office for payment in Austin, Texas. The paying Agent must be at ha a bank, trust company, financial institution or other
entity duly qualified and legally authorized to serve and perform thedutiesaspaying agent and registrar for the Bonds,

Revision is made In the Bond Order for theDistricttoreplace the paying Agent byaresolution of the District giving notice to
the paying Agent oftheternirdionoftheappointment, stdingthe effective o^ecftheternindicoandappdritirigasuccessor
ftying Agent. If the Ftying Agent Is repaced by the District, the new paying Agent sha11 be required to accept the previous
Rying Agent's records and act in the see capacity asthe prEvious Ftying Aget Any successor pa/ing agent/registrar
selected by the District and I besubpct to the sane qudi fiction requirements asthe ftying Agent. The successor paying
Ggent/reglstrar, if any, shall be determined by the Board oCirectors and written notice thereof, specifying the name and
address of such successor paying agent/negiirar will be sent by the District orthe successor paying agert/registrar to each
registered owner byfirst-dass ma I, postage prepad.

Record Date

The record cfctefor payment of the Interest on Bonds on any reguJrly scheduled Interest payment dde Is defined as dose of
business on the fifteenth (15th) dayof themonth>hetheDr note busines day]precedinauchinteres^aymen<iate.
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Issuance of Additional Debt

The District may issue bonds neaessay toprcvide those improvements and facilities to which the District was erased, with
theapproval oftheTCEQ, thedty of Austin and, Intrw caserfbords pa/able from taxes, the District's voters. Fbllcwingthe
Issuance of the Bonds, $25,905,000 unlimited tax bonds ajthorizty the District's voters vill reman authorized but
unissued. In addition, voters may authorize the issuance ofdditiona1 bonds or other contradua1 obligations secured by ad
vdorem taxes. The District also has the right to enter into cert an other obligdionsinduding the issuance of revenue bonds
and notes, bond aitidpation notes and tax artidpdion notes wltout voter approve. Neither Texas lav nor the Bond Order
imposes alimitation on the amount of additiona1 bonds which may bessued by the District. Any additions! bonds Issued by
the District may dilutethesecurity of the Bonds. See "RISK FACTORS'

According to the District's engineer, after ra'mbursements made with proceeds of the Bonds, approximately $847,277 which is
70% share of construction cost, will reman pa/able for funds advanced inconnection withthedevdopment of property within
the District (see "THE DISTRICT - Historical and Current Status of Development") . The District does not currently
antidpate issuing the full principal amount of authorized but unissued bonds ($25,905,000) but Is legally authorized to so do
upon the approval oftheTCEQ, theQty of Austin and the Board ofDIrectors. The District does not employ any formula with
respect to assessed valuations, tax collections or otherwisto limit the amount of parity bonds which it may issue The
Issuaxe of additional bonds is subject approval of the Qty oftustinand the TCEQ pursuant to its rules regarding issuance
and feasibility of bonda In addition, futurechanges inhea'th or environmental regulations could requirethe construction and
financing of additional irnprcverientswitrKXJtanyconna&pondinglncreases intaeablevalueinthe District.

Legal Investment and Eligibility to Secure Public Funds In Texas

Rjrsuant toSstion 49.186 of the Water Code, bonds, notes or other ottiglionsissued byamunidpa! utility district "shall be
legal and authorized investments for all banks, trust companies,building and loan associations, sa/lngsand loan associations,
Insurance companies of a1! kinds and types, fiduciaries, and tetees, and for all Interest ad sinking funds and other public
funds of the 3atq and all agendes, ubdivisons, and instrumentalItle of the 3atq including tt counties, dties, towns,
villages, school districts and at other kinds and types ofdisticts, public agendes and bodes politic" Additionally, action
49.186 of the Water Code provides that bonds, notes or other obligations issued byamunidpa* utilitydistrictare eligible aid
lavful security for all depoeitsof public funds of the Satmd all agendes, subdi visions wd InstrumaTtdities of the 3^a
For political subdivisiortsinTexaswhich ha/e adopted investment polities and guidelines in accordance withtheRjblic Funds
Investment Act (Texas Government Code, Chapter 2256), the Bondsma/ ha/e to be assigned arati ng of not less than "A" or
Its equivalent asto investment quality by a nstiona* rating agency before such obligations are digiWelnvestmentsfor ankjji
funds and other publicfunds.

The District maXes no representation thstthe Bonds will be acceptable to banks, nngsand loan assodatlons or public
entities for investment purposes or to secure deposits of publitfunds. The District has made no investigation of other lavs,
regulations or Investment criteia which might apply to or otherwise limit theval&lity of the Bonds for Investment or
collderal purposes. Prospective purchasers aeurged to carefully evaluate the investnent qudity of the Bonds and asto the
adoptability of the Bonds for investment oroollatera' purposes.

Specific Tax Covenants

In the Bond Order the District has covenanted with respect to, among other mdtss, the use of the proceeds of the Bonds end
the manner financed therewith by personsother than state or local governmental units, and the manner In which the proceeds
of the Bonds ae to be Invested. The District ma/ cease to amply with any such covenant if it has received a written opinion
of a nationally recognized bond counsel to the effect that regtibns or rulings hereefter promulgated modify or expand
provisions of the Internal Revenue Cede of 1986, asananded (the "Cede"), so that such covenant isirtefelive cr inapplicable
orcompliance with such covenant adversely affects the exemption from federal Incometaxdion of interest on the Bonds under
Section 103oftheCode

Additional Covenants

The District has edditiondlyoovenanted In the Bond Ode* that It will kegsxurate records and accounts and employ en
independent certified public account ant to axj it and report on Its financial rffars atthedose ofeech fisca1 year, suchauditsto
bein accordance with applicablelaw, rules and regulations and open to Inspect! on In the office of the District.
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Remedies In Event of Default

The Bond Order provides thai, in addition tod I other rights and remedies of any owrwof Bonds provided by the laws of the
aateofTexas, In the event the District defaults in the observance orperformance of any covenant i n the Bond Order I nduding
payment when due of the prindpal of and interest on the Bonds, Registered Owners may apply for awrit of mandamus from a
court of competent jurisdiction requiring theBosrd of Directors or other officers of the District to observe or perform such
covenants

The Bond Order provides noadditiona1 remedies to a Registered Owner, ^edficdly, the Bond Order doesnot provide for an
appointment of a trustee to protect and enforoa the irterests of the Registered Owners orfor theaoceleration of maturity of the
Bonds upon the occurrence of a default in the District's oblitjens Consequently, the remedy of mandamus Is a remedy
which may have to be enforced from ye? to ye? by the registered owners

Under Texas law, no judgment obtained against the District may be enforced by execution of a levy against the District's
public purpose property. The Registered Owners themselves cannot foreclose on property within the District or sell property
within the District in order tcpay principal of or interest on the Bonds. In addition, the errforcesbility of the rights and
remedies of the Registered Owners may be limited by federal Wtruptcy taws or other similar laws affecting the rights of
creditors of political subdivisions. See"RSK FACTORS -Bankruptcy Limitationto Registered Carters' Rghts".

Annexation

The District, at the time of its creation, was located within •taxporate limits of the Qty of Austin. In 1995, the Texas
Legislature enacted Section 43203 of the Texas Local Government Code which allows a district, such as the District, upon
petition to the Qty, toalter itsstdus of the laxJ within the district from full purpose annexation tolimited purpose aine îon.
The District petitioned the Qty of Austinon September 20, 1997 requesting the land Whin the District be altered from full
purpose annexation tolimitedpurpose annexation. The City ofAustintook reaction on such petition. Rjrsuant tothestatute,
after 90days from the dete of the filing of the petition, the District was changed from full purpose annexation statustolirrtied
purpose annexation. In 11 mi ted purpose annexed areas, adty may regulate for purposes of pi arming, zoning, hedthand safety,
but may not Impose ad valorem taxes. The iteration of thennexation to limited purpose remans in effect for ten veers,
beginning January 1 of the year following the date of the submission of the petition, unless the voters of the District have
approved dissdutionthroughanelection. At theexpiration ofthetenyeer period, the District may berestored tofull purpee
annexation at the option of the City, If the Qty agrees to assume ell obligations of the District that would normally be assumed
upon annexation arddissolutionof a district under Texas law. See "THE DISTRCT - Qty of Austin Consent Agreement."

Oh/er the past few years, the Qty of Austin has successfully challenged in court various bills approved by the Texas
Legislature which exempted certain watenJistrictsfrom various city controls i nduding land use end annexation status The
Qty has asserted that such legislation ^unconstitutional local and special laws. To date, the Qty has not taken any actioto
challenge the legality of Section 43203 of the Local Government Code however, should the Qty undertake such achallenge
no assurances can be given regarding the outcome of such litigation or whether the District ma/ be subject tofull purpose
annexation bytheQty. In the event fiction 43203 of the Local Government Codeis dedared unconstitutional,full purpose
annexation of the District by the Qty may ouse residents within the District to be subject to taxation by the Qty and the
District and have an adverse impact on thernarketabi I ityof property withinthe District.

Consolidation

A district (such as the District) has the legal authority to consolidate with other districts and, In connection therewith, to
provide for the consolidation of its water and wastewater systeauvith the water and wastewater system(s) of the cSstrid(s)
with which it Is consolidating. The revenues of the consolidabd system may be pledged equity to ell first lien bonds of the
consolidating districts No representation is made that the Dttrict will consolidate Itswater and wastewater system with any
other district.

Alteration of Boundaries

In certain circumstances, under Texas lawthe District may alter its boundaries to: 1) upon satisfy ing certain conditions, anec
additional territory; and 2) exdude land subject tot action within the District that does not need to utilize the service (district
fadlitiffilf oertan conditiorea^satisfiedirri least equal value thama/be
practicably served by District facilities. Such laxJsubstitutionissubject totheepproval oftheTCEQ. NorepreeerrtationisTiade
concemirigthelikefihc<xlthattheDistrictwouldeffect any changeinitsboundaries
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Approval of Bonds

The Attorney General ofTexas must approvetne legality oftheBonds prior tothar delivery. The Attorney General ofTexas
does not pas upon or guarantee Inequality of the Bonds SB en Investment, nor does he pass upon the adequacy oraccuracy of
theinformation contained inthisOffidat 3alement.

No-Uttgat)on Certificate

TneDistrict will furnish to treInitial Rirdiass- acertiflcale, dated esof ttedate of delivery of the Bonds, ececuted by bdh
the Resident and SBretary of the Board, to the effect thato litigation of any nature has been filed or is then pending or
threatened, whether In state or federal courts, contesting Stacking the Bonds; restraining or enjoining the Issuance,
execution ordetivery of the Bonds; affecting the provisions made for the payment ofor security for theBonds; inany manner
questioning the authority or proceedings for the Issuance, execution, or delivery of the Bonds; or effect ing the validity of tha
Bonds.

No Material Adverse Change

The obligations of the Initial Ftodiaser to take end pay for theBonds, and of tie District to deliver the Bonds, ere subject b
theconditionthet, uptothetimeof delivery of and receipt of payment for theBonds, there shall have been nomaterial adverse
change intheconditionffinandal or otherwise} oftheDistrict from that set forth or contemplated in theOffideJ Statement.

Amendments to Bond Order

The District may without the consent of or notice to any registered owners amend the Bond Order in any manner not
detrimental to the interest of the registered owners, including the curing of an ambiguity, inconsistency, or formal defect or
omission therein. In addition,theDistrict may, withthewrittenconsent of the owners of a majority Inprindpd amount ofthe
Bonds then outstanding affected thereby, amend, add to, or rescind any of the provisions of the Bond Order, except that,
without the consent ofthe owners of all of the Bonds affected, no such amendment, addition, or rescission may (1) extend the
ttmeortimesofpeyment of the principal of an interest onthe Bonds, reduce the principal amount thereof ortherateof interest
therein, change the place orplaces at, or the coin or currency in which, any Bond ortheinterest thereon is pay able, or in any
other way modify the terms of payment of the principal ofrof interest on the Bonds, or (3) reduce the aggregate principal
amount of Bonds required for consent to anysuch amendment, addition, or rescission. In addition, estate, consistent with
federal law, may within the exercise of Its police powers makeuch modifications in the temis and conditions of contractual
covenants relatingi to the payment of indebtedness of its political subdivisonsasarereasonable end necessary for attainment of
an important publicpurposa

BOOK-ENTRY-ONLY SYSTEM

This section describes how ownership oftteboncteistobetrarisferredardhcwtheprirdped cf,premum if any, and interest
on the Bonds are to be paid to and credited by the Depository Trust Company while the Bonds are registered in its norrineets
nama Ihe information in thissection concerning DTC and the Bxk-Entry-Qnly System has bean prow ded by DID for use in
disclosure documents such as this Official Statement. The District beliefs the source of such Information to be reliable, tut
fates no responsibility for the accuracy or completeness thereof.

The District cannot and dos not gFve any assurance the (1) DTC will distoute payments of debt seuce on the Bonds, or
redemption or other notices to DTC Participant, (2) DTC Partidpants or others wll ctistributedebt serves payments paid to
DTC or its nominee (as the registered owner of the Bonds), orredemption or other notices, to the Beneficial Owners, or that
they will do so on a f/msfy baas, or (3) DTC wit! sene end act fhe manner described in this Official Statement. Trie
current rules applicable to DTC areonfilewth the Securities and Exchange Commission, and the current procedures of DTC
to be followed in dealing with DTC Participants areon file with DTC.

The Depository Trust Company ("DTC'), New York, New York, will act Initially essecurities depository for the Bonds. The
Bonds will beissued asfully-registe red Bounties registered i n the name of Cede & Co. (DTCs partnership nominee) or such
other name as may be requested by an authorized representative of DTC One fully registered certificate will beissued for
each maturity of the Bonds Inthe aggregate principal amount of such maturity, end will be deposited with DTC

DTC, the worlcTs largest depository, is a limited-purpose trust company organized under the Nav York Banking Lav, a
"banking organ! zi I on" within the meaning ofthe New YoBanking Lew, a member ofthe Federal Reserve system, a
"deering corporation" within the meaning ofthe New YoriUniform Commerdd Code; and a"deanng agency" registered
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pursuant to the provisions of Section 17A of the Securities ExchangeAct of 1934. DTC holds aid provides asset servidng for
over 2 million issues of US and non-U.S equity Issues, corporate and munidpa1 d&t issues, end money market Instruments
from over 85 countries that DTCs palidpaTts CDirect tetidpants") deposit with DTC DTC also fadlitates the post-trade
settlement among Direct Ftert id parts of sdes and other scckies transactions In deposited securities, through electronic
computerized book-entry transfers and pHges in Direct Port id parts' accounts. This eliminates the need for physical
movement of securities certificates. Direct Falldparts indude both U.S end non-US securities brokers and defers, banks,
trust companies, d earing corporations, andoertan other organealions. DTC isa wholly-owned subsidiary of The Depository
Trust & Gearing Corporation f DTOCT). DTCC, in turn, is owned by a number of Direct Rartidpants of DTC end Members
of the National Securities Gearing Corporation, Government Sfecurities Gearing Corporation, MBSQeaing Corporation, end
Emerging Markets Qeering Corporation, (NSCC, G30C, MB3CC, end EMCC, also subsidiaries of DTCC). as we11 esby the
New York Sock Exchange, Inc., the American Sock ExchangeLLC, and the National Assoa'ation of Securities Dealers, Ire
Access to the DTC system Isalsoa/alableto others such asboth U.S and non-U.S securities brokers and defers, banks, trust
companies, aid deering corporations that dear through ormanta'n acustodia1 relationship with a Direct ftrtidpant, either
directly orincfirectly ("Indirect R=rtid pants"). DTC has Sardard & ftxx's highest rating: AAA. The DTC Rules applicable to
its Ralidpaits are on filewith the Securities end Exchange CommissiorMore Information about DTC can be found A
www.dtcc.oom.

Purchases of Bonds under the DTC system mist be made by or through Direct Raticipants, which will reoavea credit for the
Bonds onDTCs records. The ownership intcest ofeach actual purchaser ofeech Bond CBeneficial Owner") is in turn to be
recorded on the Direct and Indirect Ffetidpants1 records. Benefi da1 Owners will not receive written confirmation from DTC
of their purchase Benefi da1 Owners ae> howevg-, expected toreceJve written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect tetidpant through which the
Benefi da1 f̂ ner entered irto the transact!on.

Transfers of ownership Interests in the Bonds ere to be accomplished by entries rrde on the books of Direct or Indirect
fertidpants acting on beha1! of BenefoaJ Owners. Benefidaj Owners will nccceive certificEtes representing their
ownership interests in the Bonds, except in the event that useof the book-entry system for theBondsisdiscontinued.

To faalitete subsequent transfers, alt Bxxte deposited by Direct FW id pants withDTC ere registered inthe name of DTCs
partnership nominee, Cede & Co., or such other nemeasma/ bequested by an aithoriaad representative of DTC The
deposit of Bonds with DTC and their registration in the naneof Cede & CO., or such cither DTC nominee, do not effect any
change inbenefida) ownership. DTC has no knowledge of treadud Benefi da1 Owners of the Bonds; DTCs records reflect
only theidentity of the Direct Ftertid pants to whose amounts such Bonds OB credited, which may or may not bethe Beneficial
Cwners. The F r̂tidpants will reman responsible for keeping account of their holdingson bendf of their customers.

Conveyance of notices and other communications by DTC to Direct Rrtidpants. by Direct Participants to Indirect
Ftertidparts, and by Direct Fterticipantcnd Indirect ftrtidpaits to Benefidd Qvners will be governed by arrangements
among them, subject toany statutory or regulatory requirements as may bein effect from time to time Benefi da1 Cwners of
Bonds may wish to take certain steps to augment the transmissiortothem of notices of significant events with respect to the
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the Security documents. For example, Benefidd
Cwners of Bonds may wish toascerta'n that thenominee holding theBonds for their benefit has agreed toobtan and transmit
notices to Benefi da1 Owners, Inthe atmativQ Benefi da1 Cwners may wish to provide their names and addresses to the
Paying Agent and request that copies of notices beprovided directly to them.

Redemption notices shall besent to Cede & Co. If less than all of the Bonds within a maturity ana being redamed, DTCs
practice istodetermine by lottheamountof the Interest ofeach Direct Participant in such n^urityto beredeemed.

Neither DTC nor Cede & Co. will consent orote with respect to the Bonds unless aborized by a Direct Ftertiapart In
accordance with DTCs Rocedures. Under its usual procedures, DTC ma'ls an Omnbus Roxy to the District as soon as
possible after the record date The Omnibus Roxy assigns Cede & Co.'s consenting or voting rights to those Direct
tetidpants to whose accounts the Bonds are credited on the record date (identified in a listing attached to the Omnibus
Proxy).

Ftedemption proceeds, distributions and dividend payments onthe Bonds will bemadetoCede & Co., or such other nominee
as made by an authorized representative of DTC DTCs practice isto credit Direct F t̂idpants'axounts upon DTCs receipt
of funds and corresponding Information fromthe District or the Ffying Agent/Registrar, on payable date in accordance with
their respective holdings shown on DTCs records. Ftymentby Participants to Benefida1 Cwners will be governed by
standing Instructions and customay practices, as Is the cae with securities held for the eoDunts of customers in bearer form
or registered In "street name," end will bethe responabilityof such Fterti apart axd not of DTC nor its nominee^ the Faying
Agent/Registrar, or the District, subject toany statutory or regulatory requirements as may bein effect from time to time
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ftyment of redemption proceeds, distribtions and dividend payments to Cede 8Co. (or such other nominee as may be
requested by ai authoriaad representative of DTQ is the responsibility of th£tistrict or the ftying Agent/Registrar,
disbursement of such payments to Direct tetidpaitswill bethe responsibility of DTQ axJ disbursement of sucn paymentsto
theBenefidal Ovners wilt bethe responsibility of Diced and Indirect Ffctidpants.

DTCmay discontinue providing Its services asdepoatory withrapect to the Bonds fit any time by giving reasonable not ice to
the District. Under such tiroimstances, in the event that a successor securities depository isnotobta'ned, Bonds are required
to be printed and delivered

The District may decide to dscorrtinuejse of the system of book-entry transfrs through DTC (or a succeesor securities
depository). In that event, Bonds will beprintedand delivered inacoordaioewiththeBond Order.

In reading thisOffidal Sdement it should beunderstood that whilethe Bonds are Inthe Book-Entry-Only System, reTerences
in other sections of this Offidd aatement to registered owners should beread to indude the person for which theftrtidpart
acquires an Interest in the Bonds, but (i) all rights of cwnehipmust be exercised through DTC end the Book-Entry-Only
System, axl(li) except SB described above^rtcticies that are to be given to registered owners under the Bond Resolution will be
given only to DTC

The information inthissecLion concerning DTC and DTC a book-entry system has been otAaned from sources that the District
bell eves to be reliable, but the District takes no responsibility for theaxuracy thereof.

/Tfte rvrvXn&r cftttapegelrMtonelly left bianq
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USE AND DISTRIBUTION OF BOND PROCEEDS

The proceeds of the Bonds will boused toacquire{1) wata*. wastavaler and drahagef aril i ties to save 3oney Rdge, Phase
A, Sections 1.5A, SBand 6; (2) awastewata- interceptor to save Soney Rdge, Riase B.; (3) drainage facilities to serve
3ooey Rdge Riase A, Section 6; (4) to capitalize approximtSe24 months' interest requirements on the Bonds; (5) to pay

Thepresently estimated usesnddistributionof Bond proceads Is set forth below. Of the proceeds to be received fromthesdeof
the Bonds, $2,335,000 is estimated to be required for oantton costs, aid $665,000 is estimated to be required for
noncor̂ ruction costs induding$360,000 of capitdized interest (approximately 24 months' interest dan estimated interest rteof
6.00%).

ConstructiorCoste
A. Developer Contributionltems

Soney Ridge, Phase A. Section 6
1. Water, Wxtavder and Dranage

Stoney Rdge, Phase A, Section SA
Z V\aer, WaEte^a:a-aid Dranage

aoney Rdge, RiaseA, Saiton 5B
3. W£er, Wastewata* and Dra nage

Soney Rdge, Rise A, Section 6
4. Drainage

Stone/ Rdge, Phase B, Section 1
5. Water, WEEtavater aid Dra nage

6. Phase BWaEtewater Interceptor
7. Oonting6ndes(10%oflt8Tis5&6)
8. Engineering/Permitting

Tota1 De/eloper Contributionltems

TOTAL CONSTRUCTION COSTS (77.8% oftheB.I.R)

Tota I Amount

$ 377,035

$ 645,151

$ 435,050

$ 29,892

$1,179.757

220,277
140,003
308548

$ 3,335,713

Dlstrlcfrfj ha re

$ 263,925

$ 451.606

$ 304,535

$ 20,924

$ 825,830

$ 154,194
98,002
215.984

$ 2.335,000

$ 2,335,000

N on-Constructi ofios ts:

1.
2.
3.

4.
5.
6.
7.
8.

Legal Fees
Financial Advisor Fees (2%)
Interest Costs

Cgpitdized Interest (24 months© 6.0%)
De/dope- Interest

Bond Discount (3%)
Bond Issuaroe Cost
TCEQFee(025%)
Bond ApplicationRaxxt
Contingency

TOTAL NON-CONSTRUCTION COSTS

TOTAL BOND ISSUE REQUIREMENT

$ 90,000
60,000

360,000

90,000
30,000
7,500

27.500

$ 685,000

t 3.000.000

ftdiminsry. object toctanga In itso^rovd ofimareof the Bcn±i the TCEQdrected any a/̂ us bend proceeds reeJtirgfrom the adeof
the Bends eta lower irtsred rate (then artdpeted Intro BcndApplicaicn) tobe shavn asaccrtrgency lire item and bea±jecttoTCEQ nJes
ona/piLBbcndfutb
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RISK FACTORS

General

The Bonds, which a^ pbligdions of the District end are not obligations of theSde of Tews; Tra/is County, Texas; Austin,
Texas or my other politick subdivision, will besecured byacontinuingdirectannud advdoremtac, without legal limitation
as to rate or amount, ondl taxable properly located within the District The ultinrtfesecurity for payment ofprindpd of and
interest on the Bonds depends on the ability othe District to collect from the prepay owners within the District dl taxes
levied aganst the property, or in the event of foreclosure, orthevdueofthe tacdale property with respect totaxes leviedby
the District and by othertaxing authorities. The coilectionby the District of delinquent taxes owed toit and the enforcement
by Registered Owners of the District'sobligdiontooollect sufficient twesmay bea costly and lengthy process. Furthermore
the District cannot and doc not meke any represerrtetions thd continued dsJopment of property within the District will
accumulate or mart an taxable vdues sufficient to justify continued payment by property owners orthet there will bea market
for theproperty. See "Registered Owners' Remedies" below.

Factors Affecting Taxable Values and Tax Payments

Economic Factors tnd Intenst Kates: A substantial percentage of the taxable value of the District results from the currant
make! vdueofdngje-fa-nily residences and developed tots and will result from the market value of developed lots which ere
currently being developed bySR Development ("SR" or"£R Darelopment") for the construction of primay residences. The
market vdue of such homes and lots is raided to generd economic conditions affecting thedemand for and taxable value of
residences. Demand for lots of this type and the construction of residential codlings thereon cm bes'gnificantly affected by
factors such as interest rates, credit a/dldDility, oonstructiorcosts, energy a/alability and the prosperity and demographic
characteristics of the urban center towati with the maketing of lots Is dreded. Decreased levels of construction activity
would tend torestrictthegrowth of property values IntheDistrictoroculd adversely impact such vduea

Interest rates and the a/dldality of mrtgage aid devdopment fundhg ha/e a direct impad on the construction activity,
paliculaly short-term interest rates at which devdopers anxbletoobtdn financing for devdopment costs Lenders have
been sdective In recent yeers In making red estate loans inthe Austin area because of the nejstive impact tothar red estde
portfolios. Interest rate levds ma/affect the ability of a landowner with undeUeped property to undertake and complete
construction activities within the District. Because of the numerous and charging factors affecting thea/alsbility of funds,
the District isunabletoassessthefuturea/dlability ofsuch fundsfor continued construction within theDistrict. In add! ion,
dthough located ^proximddy 8 miles fromthe centrd dowrtown busines district of the Gty of Austin, the success of
devdopment within the District and growth of District taxable property vdues are, to a great extent, a function of the Austin
metrocotitenandregiond economics.

Competition: The demand for end construction of single-family homes in the District, could beeffected by competition from
other residentid developments Including other resident id developments located in other utility districts located near the
District, many of which ha/e a more mdure devdopment atus. In addition to competition for new home adesfrom other
devdopments, there are numerous previously-owned homes inmore established neighborhoods doser to downtown Austin
thetaeforsda Such homes could represent additiondcompetitionfor new homes proposed tobesold within theDistrict.

The competitive position of ER Inthe sde of devdoped lotsadln th« construction of angle-family residentid houses within
theDistrict is affected fay most of the factors discussed in this section. Such a competitive position Is directly related tbe
growth axi mdntenanoe of taxable vdues inthe District aid tax revenues to be read ved by the District. The District can give
no assurance that building and maketing program Inthe District bySR will beimplemented or, if implemented, will be
successful.

DevB/oper Under No Obligation to the D/sfr/ct3^ has informed the Board of Its current plans to devdop its lots within the-
District for home construction by builders and that It has no current plans otherwise to sdl its land within the District.
However, ERis not obi I gied to implement such plans on any pati oil ar schedule or et dl. Thus, the furnishing of Informal on
rdded to the proposed devdopment by SR should not be interpreted as such a commitment. The District makes no
representation about the probability ofdedopment continuing in a timdy mainer oiabout the ability of SR or any other
subsequent landowner to whom such parties may sell dl or a portion of their holdings within theDistrict. to Implement any
plan of devdopment. Furthermore, there isno restriction onSRs right to sdl its I ax). The District can makenopredictionas
to the effects that current or future economic or gcvemmeetdrcumstances may ha/e on cny plans of SR Fa lure to
construct tauble improvements on devdoped 14s and fa lure of SR to devdop its land would restrict the rate of growth of
taxd^levdue inthe District. The District Isdso dependent uponSR(see "TAX DATA -Frindpa1 Tacpayers") forthetimdy
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payment of aj vdorem ta<es, end the District cannot predict whd thefuturefinaxial condition of SR will beor whd effect, if
any, such conditions may ha/eon its ability topay taxes, See "THE DEVELOPER"

Full Purpose Annexation: Under osrtan drcumstaTces the District may besubjed to full purpose enrcxdion by the Qty of
Austin which may cause residents within the District to be subject tota<a:ion by the Qty and the District and may have an
adverse impact onthemakdabitity of property withntheDistrict SeeTHEBONDS -Annexation.'

Impact on District Tax Rates: Assuming no further development or construction of taxable improvements, the vdue of the
land end improvements currently within theDistrict will be the maj or determinant oftheabillty orwillingness of the District
property owners topay theirtaxea The 2004 assessed vditoonof the District is$43,835,386 and the Estimated Assessed
Vdudion as of Jfenuay 1,2005 is $48,646,782 (see "RNANfiL STATEMENT'). After Issuance of the Bonds, the
Rejected Maximum Annud Debt Ser\*e Requirement will be$484,921 (2011) andthe Rejected Avenge Annual Debt
Service Requirement will be$415,420 (2005through 2027, inclusive). Assuming (1) no Increase or decrease from the 2004
assessed valuation, and (2) no use of fundson hand, atac rate of $1.17 per $100 assessed vdudion, st a 95% collection rate
would beneoessay topay theRojected Macimum Annud DebtSavioe Requirement of $484,921, andatax rcteof$1.00 per
$100 assessed vduEtion et a 95°Xoollection rate would be necessary to paythe Rojetted Avenge Annua* Debt Service
Requirement of $415,420. The District's Estimeted AssessedVdudionescrf Jenuay 1,2005 is$48,646,782. Based upon the
assumptions above, atax rete of $1.05per $100 assessed vduetion, eta 95% tetion and atax rate of $0.90 per $100
assessed vduetion, d a 95% collection would be necessary topay the Rejected Maximum Annua* and the Rejected Average
Annual Debt Savioe Requirements respectively. The Drift's 2004 debt service ta< rate is $0.5560 per $100 assessed
valuation. SB "PROJECTED DEBT SEW/ICE REQUIREMENTS' end "TAX DATA -Tax Adequacy for Debt Sarvioa"

Tix Collections and Foreclosure Remedies

TheDistrict has aright toseek judidal foreclosure on a tax Men, but such remedy ma/ prove to be costly and timeoonsuming
and, since the futuremarttet or resde market, if any, of the taxable PEE! property withinthe District isuncertan. therecanbeno
assurance thet such property could becold and delinquent taxes pad. Registered Owners of the Bonds OB entitled under
Texas lav to a writ of mandamus to compel theDistrict to perfom its obligations Such remedy would ha/e to be exercised
upon eech sepade defajlt and may prove costly, time consumed difficult to enforce firtherrnore, there is no trust
indenture ortrusteet anddl legal aaions would ha/etobetaken ontheinitiaiveof, end befinanced by, Registered CXvrtereto
enforce such remedies. The rights aid imediesof the Registered Owners aid theenforoB=bility of the Bonds may also be
limited by bankruptcy, reorganize ion and other amila-lavs affecting the enforcement of aeditors* rights genera'ly.

Registered Owners' Remedies

In the event of defajlt In the payment of prindpa1 of or interet on the Bonds, the registered owners ha/e the right to seek a
writ of mandamus, requiring the District tola/y adequate ta<es each yea- tomakesuch payments. Except for mandamus, the
Bond Order does not spedficdly provide for remedies toproted aid enforce the interest of the registered owners. There isno
eccderdion ofmeturity of the Bonds intheevent ofdtfajlt and, consequently, the remedy of mandamus ma/ha/e to be rdied
upon from yea* to yea:. Although the registered owners could obta'n a judgment eganst theDistrict, such a judgment could
not beenforced by direct levy and execution eganst the District's property. Further, theragistaed owners cannot themselves
foreclose on property within the District or sell property within the District inorder topay theprindpel of end Interest othe
Bonds. The enforce-bility of the rights end remedies of the gist ered owners may further be1 i mi ted by lews re! ding to
bankruptcy, neorgaiizai onor other si mi I a-lavs of general application rffecting therlghtsof creditors of politica! subdivig'ons
such asthe District.

Bankruptcy Limitation to Registered Owners' Rights

The enforced Iity of the rights and remedies of RegiifrOwners may be limited by laws raiding to bankruptcy,
reorganizEtion or other si mi la laws of genera" appliciion Ceding therightsofcreditorsofpoliticd subdivisions such asthe
District. Subject to the requirements of Texas lew discussed below, apolitical subdivisions^ astheDistrict may voluntaily
fileapetition for relief from creditors under Chapter 9of theFedera1 Bankruptcy Code, 11U3C sections 901-946. The filing
of such petition would eutomdicdly stay the enforcement of Registered Owners' remedies, induding mandamus and the
foreclosure of tax liens upon property witrrirtheDistridolscussedebcva The artomsticsta/ would remain ineffel until the
federal bankruptcy judge heering the case (frnissedthe petition, enters an order gmting relief from the stay or otherwise
a1 lews creditors to proceed eca'nstthe petitioning political subdivision. A politica1 subdivision, such asthe District, may
qudify asa debtor eligible toprooeed InaChapter 9 case only If it (1) isspecificdly authorized tofile for federal bankruptcy
protection by applicable atde lew, (2) Islnsolvent oruneble taneet Its debts asthey mdure,(3) desires toeffed apian b
adjust such debts, aid (4) has either obtained the agreement of or negotiated In good fa'th with its creditors or is unable to
negotiate with Its creditors bcause negotietions are impracticable Under Texslav amunidpa' utility district, such asthe

22



District, must cbtan the approvd of the TCEQ as a condcfito seeing relief under the Federal Bankruptcy Code The
TCEQ Isrequired toinveetigke theflnandd condition of a finanddly troubled district and authorize such district toprocffid
under federal bankruptcy lav only if such district has fully exercised itsrightsaid powers under Texas lav axl remans unable
tomeet itsdebtsand other obligations asthey mature

NotwithstaTdingnonoompliaToe by a district with Texas lew requirements, a district could file a voluntary bankruptcy petition
under Chapter 9, thereby Involving the proteiion of the automatic stay until the baikrupty court, after ahearing, dismisses
the petition. A federal bankruptcy court Isaoourt of equity aid federal bankruptcy Judges ria/e considerable discretion intha
conduct of bankruptcy proceedings aid In making the decision of whether tgrait the petitioning district relief from its
creditors. While such a ded si on might be appli cable, the concomitait delay aid loss of remedies to the Registered Owners
could potentially aid adversely ImparthevelueoftheRBgistered Ownejsdam.

If a petitioning district were alowed to proceed vduntaily under Chapter 9 of the Faded Bankruptcy Code, it could file a
plan for ai adjustment of its debts. If such apian were confirmed by the bankruptcy court, It could, anong other things, affect
a Registered Corner by redudng or di mi rating the amount of Indebtedness, deferri ng or rearrangi ng the debt service schedule,
reducing ordiminatlng the interest rate, modi tying or Ebroga:ing collderal orsecurity araigements, substituting (in wholeor
in part) other securities, and otherwise compromising aid modifying the rights aid remedies of the Registered Owner's dam
aganst a district.

The Effect of the Financial Institutions Act of 1939 on Tax Collections of the District

The "Financial Institutions Reform, Rovery end Enforcement Act of 1989TFIRREA"), enacted on August 9, 1989,
contains certain provisions which affect thetimefor protesting property valuations, thefixing of tax liens, and trie-collection of
penalties aid Interest on delinquent taxesonrea1 property owned by the Federal Deposit Insurance Corpora ion ("FDIC')
when theFDIC is ad ing as the conservator orrecaver of an Insolventfinaxid institution.

Under FIRREA res' property hdd by the FDIC is still subject to ad valorem texdion, but such act states (i) that no red
property of the FDIC shall be subject to foreclosure oradavithout the consent of the FDIC and no involuntary liens shall
attach to such property, (ii) theFDIC shall not be liable for any penalties or fines, including those arising from the fa lute
pay any red or personal property tax when due and (iii) notwithstaxJing fa lure of a person to end large an appraisal in
accordance with statelav, arti value shall bedetermined asof theperiod for which such tax is imposed.

There has been littlejudidaJ determination of the vdidity of the prcvisionsof FIRflEA or how they are to be construed and
reconciled with respect to conflicting stedavs. However, certan recent federal cout decisions ha/e hdd that theFDIC is
not liable for statutory penalties and intered authorized bySste property tax lav, and that although alien for taxes may east
against real property, such lien may note foreclosed without the consent of teFDIQ and no liens for penalties, fines,
interest, attorneys fees, costs of abstract aid research fees eristaganst the red property for the fa lure of the FDIC oraprior
property owner to pay advalorem taxes when due It isefeonot known whether theFDIC willettempt to dam theRRREA
exemptions as to the timefor contesting vdudions and taxsaessments made prior to and after the enactment of RRFEA.
Accordingly, totheextent thd the RRPE A proviaons are valid aid applicable toany property inthe District, and totheextent
that the FDIC attempts to enforce the same, these provisions may rffect the timeliness of collection of taxes on property, if
aiy, owned by the FDIC inthe District, aid may prevent the collection of pendties aid interest on such taxes.

Marketability

The District has no understanding with the Initia1 Purchaser regarding the reoffeing yields orprioes of the Bonds and has no
control over trading of the Bonds Inthe soondary market. Moreover, there is no ssurance that a secondary market will be
made inthe Bonds, If there is a secondary market, the difaace between the bid aid asked price for the Bonds may be
greater than the difference betwen the bid end asked price of bonds of compaole meturity aid quality issued by more
traditional Issuers assuch bonds ere more generally bought, sotdortraded in the secondary malcet.

Continuing Compliance with Certain Covenants

Failure of the District to comply with certan covenants contaned inthe Bond Order on a continuing basis prior to the maturity
of the Bondsoould result In Interest on theBonds becoming taxable retroactively to the ctete of origi rial issuance. Sea "TAX
MATTERS"

Future Debt
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The District reserves in the Bend Order the right to issue the remaning $25,905,000 authorized but unissued bonds See
"FINANCIAL STATEMENT - Unlimited Tax Bonds Authorized but Unissued, end sich additional bonds as ma/ hereafter
beapproved by both the Board of Directors, the Qty of Austin and votes of the District. The District has also reserved the
right to Issue oat an other additional bonds, revenue bonds notes, special project bonds, refunding bonds, and other
obligations described in the Bond Order. All of the remai ring $25,905,000 bonds which ha/e heretofore been aphorized by
thevotersof the District may beissued bythe District, withtheapprovd of Qty of Austin and the TCEQ, from timeto time as
improvement needs arisa If the District does Issuefuture bonds orother debt obligations, such issuance could increase gross
debt/property valuation ratios and might adversely affect theinvestment security of the Bonds.

After reimbursements made with proceeds from the Bonds, ate wilt be approximately $847,277, which is 70% share of
construction costs, but does not Indude engineering, currently owed to the da/elopers for the development of the utilities
within the District (see "THE DISTRICT Hi storied and Current Satus of Development"). The District does not antidpate
the Issuance of the full principal amount of authorized but unissued bonds ($25,905,000) but Is legally authorized to do so
upon the approve! of the TCEQ, the City of Austin and the Board of Directors. Each future issue of bonds is intended to be
addattheealiest practicable dale consistent withthemantenaxe of a reasonable tax rate inthe District (assuming projeted
increases inthe value of taxable proper? made at the time of issuance of the bondsre accurate). The District does not
employ any formula with respect toassssed valuations, tax collections or otherwise to limit the amount of additional bonds
which it may Issue The issuance of additional bonds is subject to approval by the Commission pursuant to its rules regarding
Issuance and feasibility of bonds. In addtto, future changes In health or envbnmental regulations could require the
construction and financing of additional improvements without any corresponding increases In taxable value in the District.
See "THE BONDS-Issuance of Additional Debt".

THE DISTRICT
General

The District was creded by order of the Texas Water Commission, predecessor to the TCEQ, adopted on June 17,1967, and a
confirmation election held within the Distict on November 3,1987, and operates asamunidpal utility district pursuant to the
provisions of Chapters 49 and 54 of the Texas Weter Code, Branded, and other general statutes of the Sate of Texas
applicable to munidpal utility districts. The District is subject to the continuing supervision of the TCEQ and is located
entirely within the limited purpose]urisdiction of the Qty of Austin. (See ""HE BONDS - Source of ftyment and Security
for Ryment").

The District is empowered, among other things, to purchasconstruct, operate and maintain all works, improvements,
facilities and plants necessary for the suppend distribution of water the cdlfon. transportation, aid treatment of
wastewaten and the control and diversion of storm water. Tb District may issue bonds and other forms of indebtedness to
purchase or construct such facilities. The District may alsqprovidepak and recreational facilities and solid waste disposal
services, If approved bythe voters end the TCEQ, the DistitcV establish, operate and mart an afire department,
independently or with one or more other conservation and reclamation districts and provide such facilities and services to the
customers of the District. Effective September 13, 2003, Artide XVI, Sflction 59of the Texas Constitutionand Chapter 49of
the Water Code were amended (©authorize certain districts, such SB the District, tolssue bonds, subject tovoter approval and
theapprcval of the TCEQ and the Qty of Austin, pa/able from ad valorem taxestopay for the development and maintenance
of park and recreational facilities. The District has not called an election to authorize bonds for such purpose but may ccnsi da-
doing so In thefutura See 'THE BONDS -Issuaice of Additional Debt'.

The TCEQ exercises continuing supervisory jurisdiction over the District. In order to obtain the consent for creation of the
District from the Qty of Austin, within whose extraterritorial Jurisdiction the property comprising the proposd weslocatedta
the time the consent was requested, the District is required to observe certain requirements of the Qty of Austin which limit
the purposes for which the District ma/ sell bonds for ttyas&on, construction, împrovement of waterworks,
wastewater, and drainage fad I i ties; require approval by the Qty of Austin of District construction plans; and permit
connections only to single-family lots aid commercial ormultfamily commercial platted reserveswhich ha/e bean approved
by the Planning Commission of the Qty of Austin. Construct!onand operation of the District's utility system ("System") is
subject totheregulatoryjurisdictionof additional gcvernrnental agencies. See "THE SYSTEM."

Annexation

The District, at the time of its creation, was located within ^corporate limits of the Qty of Austin. In 1997, pursuant to
Section 43203 of the Texas Local GcvemmerrtCode; the District petitioned the Qty teller the status of land within the
District from full purpose annexation tolimited purpose annexation. As aresult, land within theDistrict can Deregulated fa
purposes of pi arming, zoning and health and safety, butlsnot currently subpcttotaxalion bythe Qty. See "THE BONDS-
Annexation" axJ'THEDISTRICT -QtyofAustinOonsent Agreement."
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Management ofthe District

Board of Directors

The District is governed by a board, consisting c* five directra, which has control over artnan ĵenent supervision of dl
affairs ofthe District. Directors' termsare four years with elections held within the District on the first Saturday in Ma/i
each even numbered yea1. Two of the cfirectorstisted below readewithintheDistrict.

Name Title Term Expires Length of Service

Charles H.Sdott Fteictent 2008 11 Veers
AnnCErroll VioeREsdcnt 2006 7Years
Michelle Bdin Secretary 2006 2.5 Years
Gregory D.Schroen Treasurer 2008 8 Yeas
Seve Gra/es Asst. Sec/Treasurer 2006 8 Years

District Consultants

Tax Assessor/Collector

Lend and Improvements in the District are bang appraised by the Tra/is Central Appraisal District. The Te
Assessor/Collect or Is appointed by the Board of Directors ofthe District. The Tra/is County Tac Assessor/Collector, Ma
Nefda Wells Shears, currently serves the District intWscapadty under contract. Ma Qpeer* serves as Ta Assessor/Col I ectcr
toapproxImEtely 79 other sped a1 districts.

System Operator/Bookkee per

The District contracts with ECO Resources, Inc C'ECO") to serve as operator ofthe sewer system and bookkeeper for the
District. ECO serves inaaimlarcapaaty for 62other speda1 districtsintheAustinarea

Auditor

Pena Swa/ze & Company, Inc pepered the District's ajditedfinancial statements for the feca1 year ended Saptember 30,
2004.

Engineer

The District's consulting engineer isStfiroeder Enginecrin^ompany (the "Engineer"). Such firm serves as consulting
engineer to 15 other spend districts-

Financial Advisor

Southwest Securities serves as the District's financial edviso(the"Rnaxid Advisor"). The fee for services rendered In
connection with the Issuance ofthe Bonds is based on the peroetege of the Bonds actually issued, sold and delivered and,
therrfora, such fee isoontingent upon the sate end delivery ofthe Bonds, The Rnaxisl Advisor hasbeai authorized through
an order of the Board tosubmitabidfor thepurchase oftheBonda

Bond Counsel

The District has engaged McCall, Rafchurst & Morton LIP., Autin, Texas as Bond Counsa1 inconnection with the issuance
oftheDistrict'sBonds, The fees of Bond Counsd are contingent upon the edeartd delivery of the Bonds.

General Counsel
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The District employs Armbrust & Brown, L.L.P. ("A&B "Jaggeneral counsel. The fees of General Counsel related to the
fsGumoecfthe Bonds ana contingent upon thesdeend ddivery of the Bonds. A&B also acts ascounsd to the District on
matters not rdded tothe issuance of bonds and isoompensded based on timeoharges equally Incurred.

Location

The District is located InTra/is County approximddy dght miles south-southeast of Austin's central business district and is
situated approximatey 1.5 miles south of Austin Bergstrom Intemstiond Airport. The District is comprised of approximately
804.41 acres. Access tothe District Isprovided by Interstate Highway 35and Burieson Road via Broy Read.

Historical and Current Status of Development

The District was created by the Texas Water Commission predecessor totheTexas Commission on Environment̂  Quality, on
June 7,1987 upon petition by M cords Qossing Joint Venture ("Moore's Qxesing JV"), the original devdoper and owner of
dl lend within theDistrid. The District was ori gina11 y created as en in-city municipal utility district (I.e. Insidethedty limits
of theQty of Austin). In 1986 and 1987, Moore's Crossing 3f, constructed certan regional water and wastewater fad I i ties
and da/doped Sections 1(115 lots) and 2(43 lots) within the District with water, wastewater and drainage facilities; however,
underground utilities end street pa/ing were Inoompleteand no houses were constructed. Moore's Crossing J.V. subsequently
defaulted ontrtar development loan from University Sa/ingswhdi was later taken over by the Resolution Trust Corporation
fRTC). All devdopment activity vthin the District nmyrl from 1987 until 1993n April 1993, MC Joint Venture
purchased approximddy 804 arcs withirthe District from the RFC MC Joinfenture Is comprised of William Geo.
Gurasich, indivickidly, axJBCFfertnership, aTexas general partnership, comprised of two individuds, William Chambers and
Timothy Chambers. In eerly 1993, the Qty of Austin announced plans tomovethemunidpd arport from Robert Mudle to
theformer ateofthe Bergstrom AirFbrceBase looted near theDistrid. MC JdntVenture ddayed any devdcpment activity
within the District until the Fdera1 Aviation Administration f'fftA") announced the noise control zone and flight path. In
August, 1994 and April, 1996 the land induded in Section 1 (2ff acres) and ai additional 179 acres was sold by MC Joint
Venture to SR Devdopment, aSUbchapter STexas Corporation with William Geo. Guraach asthesoledirector and Resident.

In January 1996, the Board of Directors of the District voted to be deennexed from the dty limits of the Qty of Austin
pursuant tothe provisions of SB 1396 passed by the 72nd Texas Legislature in 1995. In late 1995 and eariy 1996,
development within the District was rdnstituted by SR Devdopment and utilities end street pa/ing were completed In Phase
A, Sections 1 (115 lots) and 2 (43 lots) aid homes werenatructed in such sections ranging in price from $68,000 to
$120,000 with living area ranging from 1,000 to 1,600 square feet.

Snce thd time. Phase A,Sections 3A(54 lots), 38(50 lots), 3C(40 lots) ,5A (62 lots), 56(72 lots), and action 6(58 Is*
and thedementay school atehavebeen completed, as wdl as the and construction of underground utilitiesand street pa/ing.
Home prices In Sections 3 and 6 range from $70,000 to $122)0 and range in size from 1,000 to 1,600 square feet. In
January 1998, MCJoint Venture sold 17acres toDd VdleIndependent School District for andementary school, the17ecre
school site WEB annexed Intothe District on May 7,1998, aid thedementay school opened in the Fall of 1999.

Snce 1995, atotd of 452 homes ha/e been constructed within the District asfollows: 20 homes In 1995, 85homes in 1996,
43 homes in 1997, 47 homes in 1998, 54 homes in 1999, 38 hones in 2000. 71 homes in 2001, 2 homes in 2002 and 62 in
2003, snd 30 in 2004.

Additionally, the Devdoper has Informed the District that construction of utility fad lilies to serve Phase B, Section 1 (35.4
acres, 175 platted angle family lots) has been completed, inducing street pa/ing. The Devdoper has further represented that
dl|H vacait developed angle family lots laded in Phase A, Section SBare under contract of sde to Main 3reet Builders
Ltd. ("Main a red"), end the 175 single fan! I y lots located In Phase B, Section 1 ere under contract ofsde toNuHome, a
division of Lennar. See "THE DEVELOPER -Lot Sdes Contracta"

The Devdoper has dso Informed the District that construction o^Jtilityfaci I i ties to serve Phase B, Section 2 (26.6 acres)
located north of̂ Irc^RDacI is expected toccrnnTence onor ebout̂ H^HB_and devdopmentofsuch section Isexpccted to
becomplete byHBHI The Devdoper has stated th£ the remaning singlefamily acreage within the District is expected
to be developed asfollows: Phase C. Section 1 (28 acres,150 lots); Phase D, Section 1 (46.6 acres, 250 lots); Phase D,
Section 2 (46.6 ares, 250 lots); Phase D, Section 3 (46.6 acres; 250 lots); end Phase E (17.6 acreH_lots). The District
mekes norepreBentetio nthet any further development will occur within the District or that any further development within the
District wilt beconsistent with existing devdcpment withtheDistrict. See "THE DISTRICT -Future Devdopment.'
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According to informal on provided by the De/dope, the statuef devdopmsTt within the District as of April 1,2005 is SB
follows:

A. Developed with Utility Facilities
Land Use

Single Homes
Net Family Completed Under Vacant

Subdivision Acreage Other Lots Homes Construction Lots
Moora'i Crossing 28.7 115 115 0 0
Stoney Ridge, Phase A

Section 2 11.3 43 43 0
Section 3A 12.1 54 54 0

&ction 3B 122 50 50 0
Action 3C 9.9 40 40 0
Section 5A 12.4 62 62 0
Section SB 142 72 35 2 35

Selion6 12.5 58 58 0 0
Section 1 35.4 1Z5 _D _D .115

Subtotal 148.7 669 457 2 210
Del VatleQchooi 17J ft
Total Developed with Utility Facilities 165J 669 457 2 210

B.Lots PUtted, Utility FtdUttet Under Conttrurtlon
Stoney Ridge, Phase B

Section 2 (b) 26.6 _Q
Total Developed or Currently being 192.4 669 457

Developed

C.Undeveloped, But Developable Acreage (c)
Sngle Family 211.7
Multifanily 34.0
Industrie* (d) 161.6
REtal 38.6
Oher (e) 18.4
Total Undeveloped, But Developable 4643

Acreage
TOTAL DEVELOPABLE ACREAGE 656.7

D. Undevelopable Acreage
Acreage Dedicated to City of Austin

Community Housing 7,0
ftrk 20.0
Emergency Medicd Stdion 6.0
Water aorgge Tank 5.6

Rood Han aid Conservaion 1Q9 1
TOTAL UNDEVELOPABLE ACREAGE 147.7

TOTAL ACREAGE S044

<•) OeWelte ISO eterwtey Wheel, <$eredlnteF« of 1996.
(b) AcccrdngtoSR Development, ccnatructicn of utility IMes toaarve Phase B, Secticn 1 (pfefed as 175 an^e famit^lls

^prodmateiy M/0 conpleteand ls»pected tobe ccmpieted by|HB200&
(c)Repreosrt3 the orrert zcring of the undbveJcped bJ develcpWe acreaga The District md«no iqjtmKJon tha ach areagewill be

LttirmtEiy deeped aoocrdng to the land UBS listed abova
(d) Th9 Texas Turnpike AUhcrity Diviacn of te Texas Depatnent of Tran^crtatio n ("TXDOT) iscuraUy in daojHicn beth t

De l̂cper to accjJre right-of-way fa Stato Midway 130, aneppodmatdy -Omile turpke prqect a portion ofwKch isexpededtoba
ccrflRJCtedwitfin t»banicrieBoT1re Di*ict The timing cferh ridrt-af-way acqjaticn and the amoutdacreegBtobeaaMred Is
curotfy iffaiawrx hcwofir. the Developer antidpofes approdmatty 65-70 acres zoned fa inldrial develcpnert may be acqJrtby
TXDOT. Stats Hl̂ w^ 130 isexpected to beocn^eted by December, 2007.

(e) The acreage was orignally platted and approed by the City fictin as 91 Sr^e family lets However, In 2001, tha Cit?C Austin
expandad its ndse ccrtor by thras miles which included the 1&4 acres Acccrdng to the DeveJcper, the acreage issdll et̂ sbe,
however, the type of develcpmart isuncertain
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Future Development

Approximately 165.8 ares of laid looted Inthe District ha/e been devdoped withutility facilities asdescribed above under
"Historic^ end Current Satus of De/dopment" The remaning epproximsteJy 490.9 undeveloped but devdopable ares are
plained foredditiond a'nglefanily, multifamily,Industrie orretal de/dopment use

Although the aforementioned undo/doped acres ma/ bedevdopedin the future, the landowners are not obligated to begin
development. Accordingly, the District makes rn representation that future de/dopment will occur. Sea "RSK FACTORS -
Factors Affecting Taxable Values end Tax Foments." The Instigation of any new de/dopment will bedependent onseverd
factors Induding, toa greet extent, thojenerd aid other economic onditionswhich would affect any party's ability tosdl
property. If the undevd oped portion ofthe Dbtrict iseventudly de/doped, additions to the District's wa:er, wastewater, and
drainage systems required toservice such undeveloped acreage maybefinanoed by future issues, if any, of the Dlstrict'sbonds
and de/doper contributions, If any, as required by the EQ. The District's Engineer estimates tha: the $25,905,000
authorized bonds which reman unissued aftethe sde of the Bonds will beadequateto finaxe the construction of such
faalitiestoprovide service todl of the currently uncte/doped portions of the Disthd. See "THE BONDS -Future Debt."

City of Austin Consent Agreement

Undo- stcte lav the Qty of Austin is required to give its consent tpthe creation ofthe District. The vehi defor this consat Is
anordinaxe passed bytheQty Council ofthe City of Austin, which includes the "Oration Agreement." The foil owing isa
summary ofcertan terms and conditions of the Qeation Agreement (herdnafter defined), but ills not aoomplete description
aid isqudified by reference totheOeetion Agreement, copies of which are a/ailablefrom the District.

Byftssage of Ordinance No. 860206-N, the Qty of Austin granted Its consent tothecreetion ofthe District. In thedeation
Agreanent, asanended, the District agreed to issuebonds only for purposes approved by the City of Austin. In the Oeation
Agreement, the Qty of Austin has contracted to provide reta I wder and wastewder service todl of the customers withinthe
District.

The Oestion Agreement provides thd eachdevdoper will serve as project managefor the construction of the facilities
constitutingtheDistrid'sutilitysystemaidwhich aebang funded bysuchdevdoper. All of suchfacilitieswill bere/iaved
and approved by the appropriate stateagencies and theQty of Austin prior to construction.

The District agrees that it will not serve customers outside of Its boundaries and trdit will not annex additiond landintothe
District without the prior approva* of the Qty of Austin. The Credion Agreement dso provides that the Qty of Austin shdI
not beliableforthefdluretoprovidewder and wasta/wter service where thai failure results from conditions beyond the Qty
of Austin's control. In addition, the Qty of Austin has the right to limit service to the District on the same basis aid hot
sane extent tha? It limitsservice toother customer.

The District and the Qty ha/e agreedha: the Qty may annex aid dissolve t US strict after 20 years from the da:e of
ccfifirrriEtion of creation ofthe District. The District was confirmed on November 3.1987. TheQty dsoretaned theability
toainex anddissolvetheDistrictif at I east 90% by dollar amount of the District facilities ha/e not been constructed within 15
yeas from the date of confirmation ofthe District crediqnpvided, however, if construction of District fad I i ties is
underway, ainexdion may be postponed until construction Iscompleted and thepurchaseof the f ad M ties is accompli shed.

The Creation Agreanent further provides that MC Joint Venteond its successor aid assigns must dedicate two separate
tracts of five acres each to be used fa Qty-sponsored lowtomodetfe income, owner occupied housing. Additionally, MC
Joint Venture has agreed inthe Oeation Agreement to guarantee that 20% ofthe a'nglefanily lots it devdops will be sold at
orbdow $13,760 subject to certain cost adjustment&

The District and the Qty of Austin hee agreed to cert an laid use controls, Induding laid use aid density limitations for
property located within theboundales ofthe District. Fhor to de/dopment, the land Inthe District must be subdivided in
accordance withataelaw and Qty of Austin orti nances. The Greet ion Agreement is for atemi nottoexoeed 40 years.
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THE DEVELOPER

Role of a Developer

In general, the activities of a developer In a municipal utility district, such as the District, indijcte purchasing the land *in
the future district; petitioning for creation of the district; designing the development; defining a marketing program; planngi
and scheduling building schedules; securing necessary governments! approvals and permits for development; arranging for the
construction of roads end theinstdldionofutilitiesaxldranagefadlitles; and selling improved lotsorcommeraat reserves to
builders, other developers or third parties, Ordinarily, thedeveloper pays one hundred percent (100%) of the oostsofpaving
and amenity design end construction whitee utility district finances the costaf the water supply and distribution,
wastewater collection aid treatment and drainage facilities. However, theTCEQ ma/ require the developer topay up to thirty
percent (30%) of the cost of tartan water distribution, wasterter collection and drainage facilities. While adeveloper is
required by theTCEQ to peve streets and generally topay aportion of the costs of utilities to be financed by the district, a
developer generally Is under no obligation to a district toundertake development activities with respect toother property It
owns within a district. Furthermore, there Is no restriction on a developer's right tosetl any or a! I of the land which the
developer owns within adistrict. In addition, the developer Isordinaily the major taxpayer withinthedistrict during thearly
stages of development. The relative successor failure of a developer toperform Inthe above*described capacities may affect
the ability of a district to collect sufficient taxes to pay debt service and retire bonds.

Description of the Developer

The owner of the property within the District which is undeveloped or under development isER Development, aSubchapter S
Texas Corporation with William Guraach as the sole director end Resident end MC Joint Venture comprised of William
Gurssich, Individually end BC Partnership, a Texas general partnership, comprised of William Chambers and Timothy
Chambers, Individually

In April 1993, MC Joint Venture purchased approximately 784acres from the RFC which included all undeveloped property,
Sections land 2 which were partially developed along with certain regional water adwastewater fad I i ties. In August, 1994
and April, 1996 the land inducted in Sect ion land an additional 179aaes were sold by MC Joint Venture toSR Development.
As of October 1,2003, MC Joint Ventureowns 456 net developable acres within the District aportion of which are currently
under an agricultural exemption and approximately 75 acresre owned by ER Development. See 'THE DISTRICT -
Historical end Current 3atus of Development."

In 1998 Mr. Guraach, the sole director ad Resident of SR Development plead guilty to federal charges of conspiracy, mail
fraud, false dams and money laundering in connectionittwalleged improper medicare and medicad reimbursements
received by a health care compap for which Mr. Guraach had served as aonsultant and investor. Mr. Guraach paid
$1,050,987 in restitution and a $20,000 fineand was sentenced to 60 months prottEon. Mr. Gurasich's probation was
terminated early effective April 6,2003, after serving 36months.

Financing

Acquisition financing for MC Joint Venture was funded by cash contributed by the joint venture Acquisition finandngforSR
Development was funded through notes (the 'Notes') frofiR Development to MC Joint Venture and a$600.000 cash
payment. The Notes mature November 2,2009 and April 23,2009, respectivtly^rewbcfdinetetothe development financing
loan, described herein, and etHHI 2005 had pri nd pal balances of $̂ H|̂ | and^^^^L respectively. Security
for thenotes includes proceeds from thesaleof lotsandell bond reimbursements.

According to the Developer, 93 Development has six outstartfig loans with First State Bank Central Texas related to the
tte/elopmert of projects withintheDistrict. According toRrat State Bank Central Texas thestetusof the ax loans asof Apr!
15, 2005 is as follows:
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Loan
Amount

Project Amount of Loan Type Loan Outstanding Date

I.FteseA.Sec 5B $200,000 LIneofCredit $180,56923 8/08/05 (a)
2. Phase A, SBC SB 923,000 Loan 313,487.96 10724/05 (b)
3.Wet Fbnd 1,189,600 Lineof Credit 877,759.66 12/28/05
4. Wet Rjnd/SecSB 75,000 Lineof Credit 75,000.00 5/03/05 (c)
5.FhaseB,Sec 1 2,840,000 Lineof Credit 1,849225.53 12/28/05
6.FhaseB,SEc 1 405.000 Lineof Credit 50.000.00 02/04/06

$5,632,600 $3,346,042.38

(a) Original maturity tieof October, 2004extended to August 8,2005.
(b) Origins! maturity ddeof August, 2004extended toOctober 24,2005.
(c) Loanforpaymertoferigineering forwet pond and Phase A, Section 5B.

All of the above loans are secured byanotefromSRDevetopmeitand a Deed of Trust on the Phase A, Section 5B property in
the case of Loans 1,2, 3 and 4; and a note from SR Development and a Dead of Trust on Phase 8, Section 1 property In the
case of Loans Sand 6. According toSR Development, Itisincompliance witha1! material terms of the loan.

In addition tothe above loens, SRDevdopment has two outstanding letters of credit releted totheconstrudionofthewet pond
and construction of utility facilities to serve Riase B, Section 1. According to First Sate Bank Centre* Texas as of April 15
2005, the outstanding balances of the letter of credrte*e $279,020 (wet pond) and $885,651 (Phase B, Section 1),
respectively.

Development loans for future-sections inducting Phase B, Section 2have not yet been obtained.

Lot Sales Contracts

SRDevdopment has entered into lot sates contracts with Man Sleet, Ltd. f Man areet") with respect to the 72 lots in Phase
A.Section SB. Man Sreet is required to take down 72lots inaccordance with trefollowing schedule 20 lots with 15deys
of completion of construction of such tots, 14lotswithinthreernonthsafter the first lot dosing, 15lotswithinaxmonthsacter
the first lot dosing, 14 lots within nine months a*ter the first lot dosing and therema'nder within 12 months of the fid I
dosing. Man Street has posted earnest money in connection with the purchase of the lots and has the right to sped fie
performance orterminetion of the contract in the event ofdrfault by SR Development. In the event ofdefajlt under the
contract by Man Street, SRDevelopment can canoe* the contract and retain the earnest money as damages or enforce sped fie
peformance of the takedown schedule

Additionally, the Developer has entered into a lot sales oaot with Lennar Homes of Texas Land and Construction Ltd.
fLennar') for thepurchaseof one ha"f of the lots(159 lots) in Phase B,SaSion 1,(63.9 acres, 318singlefamily lots). Rirsuantto
such uuntifcd, Lennar has agreed to purchase the 159 lots within the following takedown: 33 lots within 10 days following the
substantial completion date of the lots and 23 lots every 90da/4hereater. Lennar hasdsopostedeanest money in connect bn
withtheptiniiasecfthelcitsandhastherighttospedficperfomiancda
Development. Inthe event of default under the contract by Lennar, SR Development can canca1 the contract and retain theeanest
money as damages or extend thetimefor performanceas mutudlyagreadtobythepaties.

DiscussJonsareongoingwithManStreet rqga^rigexeortionofalotsa'esccirtradfcf tte
1. Lenna- has also executed a lot sales contract for one half of the lots(75 lots) in Phase Q Section 1(28 acres, 150lot^itha
takedown scheduleidentica'tothEtofRiaBeB, Section 1.

THE SYSTEM

General

The District derives its entire water supply and wastewder treatment saviossfrom theQty of Austin (the "Qt/1 or "Austin")
pursuant tothe terms of the Agreement Concerning Credion odOpeation of Moore's Crossing Municipal Utility District
(the "Creation Agreement. Under the terms of the Crediftgreement, the Qty agrees to provide potable water and
wastewater treatment capacity inan amount sdequatetose^ice the District at ultimaledevelopment.
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The proceeds of the Bonds will be used toacquire(l) water, wastewaler end draragefaalities to serve Soney Rdge, Rt&se
A, Sections 1, 5A, SB end 6 (approximately 67.3 acres) nd Soney Ridge, Rase B, Section 1; and (2) awastewater
interceptor to serve 3oney Rdge, Riase B (approximately 64 acres). All of the utility facilities ha/e been designed to be in
conformity with the requirement 3 of the Qty of Austin, Travis County, and the Commission.

Water Supply ind Distribution

The District receives its entire potable water supply from Austiiwhich, in turn, obtans water from three locations along the
Colorado Rive. The primary source of potable water fortheDistrid istha City's Gentra" Pressure Zone through the Moore's
Qossing TraTsmissi on Man and Reservoir which isownedand operated by theOty of Austin. The Qty has agreed to provide
the District with water capacity sufficient to serve 3,955 living unit equivalents.

Wastewater Collection and Treatment

Wastewater treatment aavice for the District is provided by the Qty'sSbuth Austin Regional Wastewater Treatment Rant (the
"Treatment Rant"). The Treatment Rant has a permitted capadty of SO mi 11 ion ga* Ions per day £mgf) and has been azedto
service the entire Saughter CreaX dranagere^ in which the District is located.al ultimate deveiopmeni. Current flows
through the Treatment Rant are approximately 33 mgd.

100 Year Flood Plain

According to the District's Engineer approximately 100 ores of undeveloped land within the District are located within the
100-yea- tloodplan.

Water and Wastewater Operations

Rate »nd Fge Schedule - Table 1

District ratal service responsi bill ties are handled by theQty of Austin pursuant to the Consent Agree-nent. TheQty of Austin
provides water and wastewster service to utility customers within the District and charges rates equal tothe current rates setby
theQty of Austin for retail wster and sewer service Such rates are expected to be changed from tlmetotimeby the City. The
Qty of Austin is responsible for mantaning and operatintfie System. Effective October 20, 1998, the District began
collecting cert an tap fees from builders (water and WEEtewder tap fees at $150.00 per Fee Unit for service to lots within the
District.)

[Ttervnoin&r cftNsfagelnMtanallyW Uartj
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Waterworks and Sewer System Operating Statement -Table 2

ThefoncMringststementaets forth In condensed fonmthehi atoned resuUsofoperaVicincftheDistritfswder and sewer system as
of September 30 of thefollowing years, Such summary has ccerprepared by the Financial Advisor for inclusion herein, based
upon informal on obtaned from the District'saudited finandd statements. Rrference Is made to such statementsfor furthernl
more oompleteinfonnetion.

FIscaYearEndedSeptembeBO fa)

REVENUES
Rroperty Tac Revenue
Tap Fees
Interest
Opening transfers in
TOTAL REVENUE

EXPENSES
Repdre and mantenance
Chemicals
Utilities/telephone
Security Lights
Landscape expense
Inspection fees
Director fees and raided

payroll expenses
Management services
Lcga1 fees
Engineering fees
Audit fees
Tax epprasaYoollection
Other consul ting fees
Insurance
Interest
Miscellaneous
Capital Outlay

TOTAL EXPENSES

EXCESS
REVENUE/EXPENSES

2004 2003 2002 2001

$

$

$

$

J

183,396 $
8,100
1,846

600
193,941 $

24,906 $
14,735
2,605
5,612

18,388

8,847
4,400

23,392
9^44
7,500
1,024

-
2,009

2,705
_

125,567 $

RB375 _$

143,319 $
16,000
1,111

_

162.430 $

18,078 $
14,021
2,374
5,112

16,428

7,105
4,400

19,442
7,380
6,557

959
1,533
1.609

-
»

107,331 $

55099 S

91,603 $
600

1,011
_

93,214 $

13296 $
20,557
2.278
4,049

20,447

8,258
4.400

15,717
6,482
6,552

659
581

1,891

2,458
f

107,625 $

M441H S

95,105 $
24,000
3,175

-

122,280 $

8,400 $
13,832
2,498
3,896

19,425

5,360
4,400

19,128
6,176
7.740

699
472

1.896

1.275
„

95,197 $

270B3 S

53,608
7,800
1.723
.

63,131

2,182
7,310
6,183
3,653
8,500

5,498
4,300

14,137
4,249
6.500

387
1.310
1,864

2,313
1 000

69,386

fB5»W

AudtaL



PROJECTED DEBT SERVICE REQUIREMENTS -TABLE 1

MOORE'S CROSSING MUNICIPALUTILJTY DISTRICT
$1,000,000

Unlimited Tn Bonds, Sarlw 2005
IttucDabd: Juni 1.2008

. Pint Intmit Paymmt DIM: Ssptombcr 1,2005

YHr
Ending
ii-Dtc
2005

2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028

Outstanding Bondi
Principal Intonrt

(Out 1/01) (D 1*3/01) (Dirt 9/01)
$ 97,204

101341
120,000
120,000
125,000
130,000
145,000
155,000
155,000
155,000
155.000
165000
180400
185000
80000
85000
85000
95000

100000
105,000
110000
115000
125.000

.
2386.546

80,733
60038
59238
57,478
55,598
53/498
61.217
48,554
45,536
42398
39,111
35067
31 B83
27003
23,115
21,115
18,969
18̂ 01
14,379
11304
9,100
8240
3250

_
793329

73334
83096
59238
57,478
55396
53/496
61217
46354
45336
42398
39,111
35367
31383
27303
23.115
21.115
16.969
16301
14379
11304
9,100
6240
3250

.
629783

Total
231/476
245075
238,476
234056
236,196
236,998
247/434
252,108
246072
239,798
233222
236334
243,786
240206
126230
127230
122038
128002
128,756
128,606
128200
127/480
131300

-
4311356

Principal
JDut9/01L
$ 60,000

65,000
70,000
75,000
80000
85000
90,000
90000
95,000

100,000
110,000
115.000
120,000
125,000
135,000
140,000
150,000
155,000
165,000
175,000
185,000
195,000
205,000
215.000

* 3.DOO.OOO

(Dut 3/01)
-

64.525
82,656
80,644
78,488
76,166
73,744
71,156
68,569
85338
62,963
59.800
58/494
53,044
49/450
45.569
41344
37231
32,775
28,031
23,000
17381
12,075
6.181

1207.644

8*rlN 2005

Intomt *
{put 9/01)

43,125
84325
82356
80344
76.488
76,166
73,744
71.158
68369
65338
62063
59300
56/494
53044
49/450
45369
41344
37231
32,775
28,031
23,000
17381
12075

8.161
1350.769

Tom
43,125

169050
165313
161288
156075
152375
147/468
142313
137,138
131375
125025
119000
112088
108088
98000
61,138
83068
74/463
65350
56063
46000
35363
24,150
12.363

2.458.413

Projected
Principal

and Dibt Servlci
Interest

103,125
234050
235313
236288
238075
237375
237/468
232313
232,138
231375
235025
234000
232068
231068
233000
231,138
233068
229/463
230350
231063
231000
230363
229,150
227.363

5.458413

334001
479,126
473.789
471244
473,171
474371
484021
484/421
476209
471/471
469.146
470034
476.753
471293
360.130
358366
356025
358,065
359306
359370
359200
357343
360350
227.363

9.970.070

Roqul

* Interest ffltlmdaJ et 5.50% addy for purposes of Illustration.



FINANCIAL STATEMENT
(Unaudited asof January 1,2005)

Assessed Value - Table4

2004AssessedVduEtion $43,835.386 (a)

EstimdedAssessedValuaiionasof Jffiuary 1,2005 $48,646,782 (b)

GrossD*tOutatanding(rfterissuax»oftheBonds) $5,888,54650

REtioofGrossD*tto2004AssessedVa'uaiion 13.43%

Ratio of Gross Ddrt to Estimated Assessed
Valuation as of January 1,2005 12.10%

Areaof District: 804.4 acres
Estimsted2004District Population: 1,477 (c)

laFAscertified by the Travis Certrd Apprassl District ("TCAD"). Sea "TAXI NG PROCEDURES"
(b) Asotfmda) byTCADaof t̂aiwy 1,2005 aid Islnduded idelyforthapirpoeBBoniluslrdfon. SUtti mart rrfleds mestlrme oritotacable «iu»

wKMntheDlgtrldmisajbjot torartew md chmge byTCAD. No tat will belwled on art arart irien ft is ortflal |> TCAD. See-TAXING
FTOCEDURES-

(c) Ascf January 1,2006, based en 35 readerts per completed an^e fanily ccmectJcn

Unlimited Tax Bonds Authorized but Unissued -Table 6

Date
Authorization

11/03/87

£PI
Vote
Against Purpose

Issued
Authorized to Date Unissued

Water, Sanitary
Sa«r& Dranage $32,000,000 $6,095,000(a) $25,905,000

(a) Indudes the Botfe

Outstanding Bonds -Table6

A. New Money Issues:

Date of
Issue

12/01/98
10/01/03
06/01/05

Total

B. Refunding Bonds:

3H/04

TOTAL OUSTANDING BONDS

Series
1998

2003

Original
Amount

$1,425,000

Amount Outstanding
10/01/04

2005

$ -0-(a)
1,670,000

3.000,000 3.QQQ.QQQ.O{b)
$6,095,000

1,635,000.00

2004 $1,324,999.45

8588854620

(a)Refuncfad by the Series 2004 Refining Boncfe
(b) The Bench
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Cash and Investment Balances (Unaudited as of December 31,2004) -Table 7

Operating Fund ;... $ 386,362
Debt Service Fund'* $ 574,227

(a) Does not include spprodmayy $345,000 capitalized Irtered Unfed in tte proceeds of the Bends Neither Texas lav ndte Bend Crder
reqJreethe District to martin any particular arn in the Debt Service Futi

Investment Authority and Investment Practices of the District

Under Tecas lav, the District is authorized to invest In (1) obgationsof the United 3desorits agencies and instrurnentalties,
including letters of credit; (2) direct obligations of the 3ate of Texas or its agenda end instrumentalities; (3) cdltefl
mortgaseobligalionsdirectly issued by a federa1 agency orinstrumerrtdityoftrieUnitedaates, theuricfcrtyingsecurity for which
Is guaranteed by an agency or instrumentality of the United Sales; (4) other obligations, the principal and Interest of whicfe
guaranteed or Insured by or becked by the full faith and creditf, the Stale of Texas or the Utted States or their respective
agendesandinstnjmentalitic; (5) obligkionsof states, agencies, coontieB,dtie6,and othffpolitick subdivisionscf any ststereted
as to investment quality by a nationally cognized invest mart rating frm not less than A or its equivalent; (6) bonds issued,
assumed or guaranteed by the Stale of Israel; (7)cotificalescifclepoatthatanaissuedbyastateornationa1 bank domiciled n the
aateofTexas, asa^ingsbankdomidledlntheasteofTexas, orastateorfederal credituniondomidledinthe3aleofTexasand
ere guaranteed or Insured by the Federal Depc«tlrisuranceOorporalionortheNational Credit Union Share Insurance Fund, or are
secured asto principal byobligationsdescribed indau8es(1)through(6)orin any other manner end amount provided by lav tr
District deposits, (8) fully collateralizediepurchaGe agreements that have actefir*terminalion date, are fully secured by
obligationsdescribedindause (1), sndare placed through aprimary government securities dealer ora finanda1 Institutioncbing
business In the Sate of Texas, (9) effective September 1,2003, securities lending programs lf(i) the securities loaned underthe
program ffecoildaralized, a loan made under the program allows for terminations any timeandaloen made under the program
Iseither secured by (a) oWigationsthat are described in cfajses (1) through (6) above, (b) irrevocable letters of credit isaedbya
state or rational bank that Is continuously rated by a naticnaltfccgnizBd investment rating firm at not less than A or its
equivalent or (c) cash invested in obiiga'onsdescribed Indauses (1) through (6) fcove, dajses(11) through (13) below, oran
authorized investment pool; (ii) securitiesheldascollateral under a loan are pledged to theQty and hdd IntheQty'sremq (iil)a
loan made under the program Is placed tough either aprimary government securiti* dealer ora financial institution doing
business in the State of Texas; and (iv) the agreement to lend securities has a term of one year or less, (10) certain bankers'
acceptances with the remaining term of 270 da/sor less, If tr«srKxt^emncttiga:bnsc*tr«€ix^ir^ bank oritspaTerrt arerated
at least A-1 orP-1 ortheequivalentbyal least one nationdly recognized credit rating agency, (11) commercial paper with a staled
maturity of 270 days or less that israted at least A-1 orP-lortheequiva'ent by either (a) two nationally recognized credit ret ing
agencies or (b) one nationally recognized credit ret ing agency if the paper Is fully secured by an Irrevocable letter of credit issued
by a US or state bank, (12) no-load mone market mutual funds registered with ad regulated by the Securities and Exchange
Commission that haveadollar weighted average stated maturity of 90 days or less and indude in their investment objectives ti
maintenance of a stable net asset value o£1 for each share, and (13) no-load mutuaTunds registered with the Securities and
Exchange Ccmmissoithatha/eana/erage weighted maturity of less than two years, invest adusvelylnobligctionsdescribed
In the this paragraph, and are conti nuouslyrated as to Investment quality by at test one nationally recognized investment rating
firm of not less than AAA or its equivalent In addition, borelprooeads may beinvestedin guaranteed Investment contracts thd
ha/eao^nedtermindiona^earKJarBCCured by obligations, induding letters of credit, of the United States oritsagencesand
instrumemaliticinanamount at least equal totheamountof bondprooeedslnvestedundasuchoontracl, otherthantheproNbited
obligationsdescribed in the next succeeding paragraph.

The District may Invest in such obligations directly or through government investment pods that Invest solely in a
obligations provided that the pools are rated no lower tbtAA orAAAm or en equivalent by at least one nationally
recognized rating service The District may also contract withan investment rnaragement firm registered under the Investment
Advisers Act of 1940 (15 U.SC Section SOW et seq.) or with the Sate SBCuritiesBoard to provide for the Investment and
management of its public funds or other finds under Its control for a term up to twqrea~s, but the District retains ultimate
responsibility as fiduciary of Its assets. In order to renew or extend such a contact, the District mustdo so by order,
ordinance, or resolution. The District is specifically prohiWed from investing in: (1) obligations whose payment represents
the coupon payments on the outstanding prindpal balance of tb underlying mortgage-backed security collateral and pays no
principal; (2) obligations whose payment represents thepridpal stream of cash flow from the underlying mortgage-tecked
security and beare nointerest; (3) cdletera'izEd mortgage oWigationsthat have a stated find maturity of greater than lOyers;
and (4) cd lateral! zed mortgage obligations the interest rate cfrhich isdetermined by an index that adjusts opposite to the
changes in a market index.

Under Texas law, the District is required to invest its funds under written investment pdidesthat primarily emphasize safety
of prind pa1 and liquidity; that address investment diversification, yield, maturity, and the quality and capability ofinvestrent
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management; end that indude a list of authorized inveEJments for District funds, the maximum Viewable stated maturity of
any individual investment and the madmum a/erase dollar-weighted maturity allowed for pooled fund groups. All District
funds must beinvested consist ait witraformslly adopted "Investment 3ralegy aaement" thdspedfica'ly addresses each
funds Investment. Each Investment Srategy 3atement will describe its objecticconcerning: (1) suitability of investment
type, (2) preservation aid sa*ety of prinpal, (3) liquidity, (4) marketability of eechinvestment, (5) divesification of the
portfolio, aid (6) yield.

Under Texas lew, the Div&btaits must be made "with judgment ad care, under prevaling drcumstaxes, thst a
person of prudence, discretion, aid intelligence would exercise in the management of the person's own cffa'rs, not for
speculation, but for investment considering the probable safetgf capital aid the probable income to be arrived." At least
quarterly the District's investment officers must submit ai Investment report to the Board of Directors detaling: (1) the
Investment position of the District, (2) thai sll investment officers jointly prepaid end signed the report, (3) the beginning
market value, and any additions end changes to market \Jae aid the ending value of e-cti pooled fund group, (4) the book
value and market value of each separately listed asset at thebeginning aid end oftheneporting period, (5) the maturity dateof
exh separately invested asset, (6Jhe account or fund or pooled fund group ifwhioh each Individua investment was
acquired, and (7) theoompfiarxe of the investment portfolio att rdstes to: (a) adopted investment strategies and (b) Texas
lav. No person may Invest District funds without express written ajthority from the Board of Directors.

Under Texas lav, the District is additionally required to: (1) annually review its adopted policies aid strategies, (2) require any
investment officers with persona' business relationships or family rdstionships with firms seating to sell securities to the
District tocfisdose the relationship end file aststercnt with the Texas Bhics Commission aid the District, (3) require the
registered principal of firms seeking tose1! securities to the District to: (a) reave end review the District'sinvestment policy,
(b) acknowledge thd reasonable control said procedures rare been I mplemented to predude imprudent Investment activities,
end (c) deliver ewritten ctdement attesting tothese requirement; (4) tnoonjunction with itsavnial finendel eudtt, perform a
complience audit of the maiajement controls on investments anddherence to the District's hvestment policy, (5) restrict
reverse repurchase agreements to not more than 90 days aid restict the investment of reverse repurchase agreement funds to
no greet e than the term of the ra/erse repurchase agreement, (6) restrict the investment in non-money market mutual funds in
the aggregate to no more thai 15%ofthBDistrict's monthly average fund bdence, exduding bond proceeds aid reserves aid
other funds held for debt savice end (7)require local government investment pods toconform to the new disclosure, rating,
net assd velua, yield calculation, and advisory board requirements,

Current Investments -TibleB

Ttie District at Decembe- 31, 2004isinveBted inTexFbol, epublicfunds Investment pool. This hvestmeitpcrtfdioisgenerally
representdive of the District's investment practices. 3delew requires the District to mark its investmentsto market prioeach
calenda" quarter aid upon the contusion of esrfi fisca! year, for the purpose ctompliaxe with applicableaocounting policies
concaritrigtheconteTtsoftheDistrict'sajditedftnendd statements.

Market Value as of
December 31, 2D04

Tetpod $376,609.48

rfWapage/nftrt/cn^/y WT b/tx+j
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Estimated Overlapping Debt Statement

Other governmental entities whose boundaries overlap the Didrid ha/ectf starring borxte enable from advdorHn taces. The
following statement of direct end estimsted overlapping ad valnm tax debt was developed, unless othawisa Indicated, from
infomidionoontaned Inthe'Texas Municipal Raports," publrshe'by theMunidpd Advisoty Council ofTeoe. Except for the
amount relating tothe District, treDistrict has not irxlependentlyverified theaxuray aoxncletenessofsuch informdion.and
nopereon i s enti tl ed to rel y upon auch I nfomnati on as being accurate or complete FurthOTnore; certain of the atitieBliatedbdow
m^ ha/eissuedadditiondbondsa'noethedctesat£tedintNstableiaidsuchentitie5m£yha/eD^
substantial amounts of additional bonds, the amount of which nrot be determined. Fbliticd subdi visions overt apping the
District are ajthoriZEd by Texas taw to levy and collect ad valorem tac^or operation, mantenanceaicVor general revenue
purposes in additi onto faces for pay mentofthardetX, and aomea^presaTtly levying axicollectirig such taxes.

Amount
_ Debt _ Overlpg.

TaxInoBodv Amount
Tnvtft County $187.822,585
Del Vatlelndependent School District 2,495.000
Travis County Emergency Services District No. 8 (a)
TOTALESTIMATEDDVERLAPPINOIETDEBT

Moore'8Crossin^1unicipalDtilityDistrict(b) $5088,546

TOTAL ESTIMATED DIRECT AND CVEFLAFflNG NET DEBT

As of
4/5/05

4/5/05

4/5/05

Overlpg.
Debt Debt
0.072% $ 135.443

4/5/05
$ _ (a)

S1A7 047

$5.e8a.6amo%

Ffetio of Direct aid Overlapping Net Debt to 2004 Assessed Vduation

teioof Direct and Overt apping Net Debt to Assessed Valuation as of JaTuary 1,2005

(4 Hanocttt ouHardng flndlwiesamartenencetoccriy.
(b) IndudeslheBantfa See"RNANCIALSTAT0WeiT-OjlstsnJna Bends"

13.86%

12.49%

Overlapping Tixesfbr2004

OvorlaDDlnfintitv

Tra/is County
Del Valle Independent School District
Travis County Emergency SErvices

District No. 8
The District

Total

2004 Tax Rate
Per $100

Assessed* luatlon

$0.4872
1.8063

0.0790
0.7300

83.1025

AveraaffaxBllUa)

$ 505.73
1,875.01

82.01
757.77

S37M.5P

(a) Baffidupcn aa'nje fvnily home with an werageameeBed vdua of $103^804.

Classification of Assessed Valuation (a)-Table9

Tvne of Property
Real Estate, SngleFanily
Vacant Lots

TAX DATA

Fam & Ranch Improvements

2004
Amount

$ 43,480,187
5250

236,094
128.050

3i
99.16%
0.01%
0.54%
029%

2003
Amount

$ 36,909,696
395250
242,321
123042

2002
%. Amount *fa_
07.98% $ 36,788,928 98.19%
1.05% 50250 0.13%
0.64% 503.016 1.34%
033% 123.042 033%

TOTAL * 43B47.5fl1 100.00% S 37.670309 10000% $ 37.465236 100.00%

(a) Reflectsdaagficsdcn d affleaaadvduBtian asapfdied ty (he Travis Certrd Appfaiaal District ("TCAD")priCT toa^usrtmertscrexernpticna
Such vdue may dfferfrcmthsari^nd certified aseesed vafuaticn, and any a^piemerts a ojiEtmerts thereto assu îed byTCAD.



Tax Collections-Table 10

The following statement of tax collections sets forth in condensed form the historical tae collection experience of the Dittric
Such summary has bem prepared by theFinanda1 Advisorforindusi on herein based upon information from District axJits and
records of the District's Tax Assessor/Colleobr. Reference is made to such audited records for further and more complete
information.

Tax
Year
1997
1998
1999
2000
2001
2002
2003
2004

Assessed
Valuation

$ 9,498^29
14.278,638
18,952,644
24,737,299
27,876,692
37,367.959
37,697,772
43,835,386

Tax
Rate

$ 0.7300
0.7300
0.7300
07300
0.7300
0.7300
07300
0.7300

Tax Lew
$ 69,337
104234
138,354
180,582
203,500
272,786
275,194
319,998

Current Collections
Amount
$ 68,694

101.565
137,582
178,882
203,582
272,605
273,835
314,458

26.
99.07%
97.44%
99.44%
99.06%

100.04%
99.93%
99.51%
9857%

Total Collections
Amount
$ 68,694

101,565
137,800
179,649
206,637
272,767
274,503
315,084

&
99.07%
97.44%
99.60%
99.48%

10154%
99.99%
99.75%
94.86%

Year
Ending
9/30V98
fl/30/99
0130/00
9/30701
9/3002
9/3CY03
9/30/04
9/30/05

2004

0.1740
10

2003 2002 2001 2000

$0.5560 $02423
0.4877 0.3811

)0 an 73nn

$0.3489 $0.4087
0.3213 0.3866

(a) Cdlecticre trrou î April 7,2006

District Tax Rates-Table 11

Tax rate per $100
assessed valuation

Debt Service
Maintenance & Operation

Total

Tax Rate Limitation

Debt Service Tax

TheDistrict'stax ratefordebt sarviceontheBondsislegdly unlimitedasto reteor amount.

Maintenance Tax

The Board of Directors of the District has the statutory authority to levy and collect an annual ad valorem tax for planning,
maintaining, repairing and operating the District'simprovements, if such maintenance tax isarthorized cyavoteoftheDisUfs
electors. Such tax would bein additiontotaxes which the District Isauthorizedtole/y for paying principal of and Interestonthe
Bonds, and «ny tax bonds wNch may beissuedlnthefuture. At an election held on November 3,1987, voters withintheDistrit
authorized amaintenance tax not toecesd $1.50/$100 assessed vduation. As showabcve under "District Tax f%tes," the
District levieda20Q4 maintenaiceand operstiontaxof $0.1740/$100assessed valuation.

/77» remainder cftNapegolrtentlonelty ttft tlantj
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Principal Taxpayers -Table 12

The following list of prindpd texpa/ers was provided by the Distrid'sTax Assessor/Col I elorbsBed on the Certified 2004,203
and 2002 ta<rollsof the District, which reflect ownership asof Jmuay 1of each yea1 ahcwn. C^nershipchaTges subsequent to
Jaiuay 1,2004 ere not kncwn to the District.

Name
^Development, Inc
Man area: LTD
Sec of Housing
& Urban Development (b)

See, ofVeterai Affars(b)
Chase Mortgage Co. (b)
Batxsr. J.& K.
Malinaz, Ml.
Langaig, C
VWIs Fargo Bank (b)
Hendricks, E.& D.
SB/bounkhari, S& S
Wells Fargo Mortgage (b)

2004 2003
$ 290,207

220,766

214,958
207,893

W
163,410
148,887

141,808
140,049
137,509
136,630

(a)
Tota1 $ 1,602,117

teoent of Assessed Vdudion 4.11%

$ 335,063
446,479

311,154
279,484
200,287

(4

140.241
«

197.298
$ 1,910,036

5.07%

$523,665

(8)
(a)

W

W
(4

(a)
$523,665

1.40%

(4 Notaprlndpdtwpsyff dirlngauchyear.
<b) Mortg f̂ait̂ lhd faadcBBdonir^efarrtlyhomeschJetornrpeyrrHtof m^ Thffflware11 ajdiforadoaj-aln 2003md19ln2004.

Tax Adequacy for Debt Service

The cdculdions ahcwn below assume, solely for purpose of illustrdion, no increase or decrease In assessed va*iiction fromch
2004 assessed vduetlonox)theEstimstedAssessedVa'uaiionasof Jaiuay 1,2005, axlutiliaestaKretesfflequstatoservicethe
District'stotcf projected debt service requiranents, induding tbBonds (a: an estimated interest rate of 5.50% per ainum). No
a/alsble debt service funds ffe reflected in these oomputetena See "RISK FACTORS -Factors Affecting TaxableVduesartd
Ta< Foments- Impad on District Tax fetes."

Projected Average A nnud Debt Service Requirenents(2005 through 2027).

$1.00 Ta<Ri8 on 2004 AssessedVduetionof
$43,835,386@95%collectionsproduoes _

$0.90 Ta< F&e on Esti mded Assessed Va1 udi on as
ofJmuay 1,2005@95%collectionsproduces..

Rejected MaximumAnnud Debt &rvice Requirements (2011).

$1.17 Tex fee on2004As6essed Vdudionof
$431835,386@95%oollectionsproduoss

$1.05 Ta< Rate on Esti mded Assessed Va1 ua:ion as
of Jaiuay 1,2005@95%oolledionsproduces.

$415,420

$416,436

$415,930

$484,921

$437230

$485252
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Debt Service Fund Management Index

Debt S&vioeRequiwnent for yeer ended 12/31/05 $334,601 (a)

Debt Service Fund Balance $516.903(b)

2004Dett Service Tax Oollections@98% oollectionsproduoea $ 231.538:)

TotalAvailablrforDebtService $ 748,441

(a) Thefiratinteresibaymertln thfiondas durfSeptembet, 2005.
(b) IncludesAudited debt servlcefund balance as of 9P40f$156,90^nd estimatectapitalizedinterestincludedin thertto proceeds

($360,000).
(c) TheDistr)ctiadevleda2004lebt50Vlcetaxrateof $0.55€j6er$100Valuation.

TAXING PROCEDURES
Authority to Levy Taxes

The Board isaithorized to levy aoontinulng direct, annual ad vdorem tax, without lega1 limitationasto rde or amount, otia
taxable property witNntheDistridlnsuffia'entanxxjnttopay theprirapdcfaixlinta^ontrieBorxtearidaTy additional bonds
orcttigationspa/eble from taxes whichthe District ma/ he~erfter issue, and to pay theexpmses of assessing and collecting axh
taxes. The District agrees in the Bond Order to le^ such atac from yea- to year as described more fully unda-"THE BONDS -
Source of Ftyment."

Property Tix Code and County-Wide Appraisal District

The Texas Ftaperty Tax Code (the "Ropen> Tax Code") specifies the taxing prooeduesof all poll tied subdivisions of the
Set e of Texas, IndudingtheDistrict. Revisions of the Ruperty Tax Cede a^ oompl ex aid are rirt fully summarized herein.

The Roperty Tax Code requires, anong other matters, county ̂ deappra sal and equalization of taxable property values and
establishes In each county of the Stale dTexas en appraisal district with trwesponsibility for rending arid appraising
property for all taxing units within the ounty and an appraisal review board withresponsibillty for reviewing end equalizing
the values established by the appraisal district. The Travis Central Appraisal Distict <the"TCAD") has theresponability fa
appraising property for ell taxing units within Travis County, including the District. Such appraisal values ere subject to
review and change by the Travis Central Appraisal Rariew fid (the "Appraisal Review Boatf'). The appraisal roll as
approved by the Appraisa) Review Board mustbeused by the District Inestablishingltstax roll and tax rate

Property Subject to Taxation by the District

Genera/; Except for cert an exemptions provided by Texas law, ell eal property, tangible personal property held or used for
the production of Income, mobile homes, and certain categories of intangible personal property withatax situs In the District
ere subject totaxdion by the District; however, no effort I a expected to be made by the Appraisa1 District toindude ona fee
roll tangible or Intangible persona! property not devoted to commcd or Industrial use Rind pa1 categories of exempt
property include, but ana not limited to: prop&y owned by the Sate of Texas or itspditica1 subdivisions if the property is
used for public purposes; property exempt from ad vdoremxttion by federal law; Income producing tangible persona1

property or mi nerd interest with a taxable value of less than$1,500; certain property used for the control of air, water or bid
pollution; solar and wind powered energydevioes; certain household goods, wares arrtnerchandise in transit; certain farm
products owned by the producer; certain property of cherita t̂organizations, youth development organizations, religious
organizations, and qualified schools; designated historical sites; axlnxjstindivicHjdly owned automobiles. Roperty owned by
a disabled veteran or a veteran who died while on active dutyhas been granted an exempt ion up to $3,000 of assessed value
fetidly exempt to between $5,000 end $12,000 of assessed va Ĵdepending upon the disability rating of the veteran. Is
property owned by a disabled veteran or spouse or certain children. Readentia1 hcrneeteads of persons sixty-five (65) yeas or
dder and ofcertan disabled persons may be granted anewption of $15,000 of appraised vdue The District's tax
assessor/collect oris authorized by statute to disregard such exemptionsfor the elderly and disabled If granting the exemption*
would impeirtheDistrict'sobligationtopay tax supported debt)ncurred priortoadoption of theexariptionsbytheDistrict.

Residential Ho/nasteatf Excnptfons; The Rnperty Tax Code authorizes thegovening body of each pditica" subdivision in
the 3ate of Texas to exempt up to twenty peoent (20%) oChe epprased velue of residential homesteads from ad valorem
taxation. Where ad valorem taxes ha/epreviously been pledged for the payment of debt, the governing body of a politics!
subdivision may continue to levy and collect taxes against the exempt value cfthehcfnesteadsunti I the debt is discharged, if
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the cession of the levy would Impar theoWigdionsof thecntract by which the debt was creded. The District has never
adopted ageneral homestead exemption.

Tax Abatement: Travis County end the District may enter into tax abatement agreements with owners of red property within
such zone The tax abatement agreements may exanpt from ad valorem location by the applicable taring jurisdiction for a
period of up toten years, all oreny part of the Increase intheassessed valuation of property covered by the agreement ova-its
assessed valuation in the year In which the agreement iscKuted, on the condition that the property owner make specified
improvements orrapars to the property in conformity with a comprehensive plan. To date, the District has not executed any
abatement agreements.

Valuation of Property for Taxation

Generdly, property In the Distrtt must beappraised by the TCAD at market value esof Jnuary 1 of each year. Once an
appraisal roll isprepared andformally approved by the Appnaiso" Re/lew Bosrd, itisusedbytheDistrictinestablishingitstax
roll sand tax rate Assessments under theRoperty Tax Code as to Debased on one hundred percent (100%) of market value,
essuch is defined in theRoperty Tax Code

Hie Roperty Tax Code permits land deagrted for agricultural use, open space ortirbalend to be appraised at its value
based on the land's capacity to produce agricultural or timber products^ her than at its fair market value TheRoperty Tax
Code permits under certain drcurnstances that residential red poperty inventory held by a person in the trade or business be
valued at the price that such property would bring if sold as a unit to a purchaser who would continue the business.
Landowners wishing to a/ail themselvesjf the agricultural use; open space or titeriand designation or res dent id real
property Inventory designetion mustapply forthedesignationandtheapprasar is required bythe Roperty Tax Code toact on
each claimant's right to the designation rtiividually. A claimant may waive the sped valuation as to taxation by some
political subdivisions while darning it as toanother. If adamant receives theagricultural use designation and later loss it
by changing the use of the property or selling it to an unqualified owner, the District can collect taxes based on the new use,
including taxes for the previous three yeas for agricultural use and taxes for the pe/ious five years for open space land and
timber! and.

The Roperty Tax Code requires the TCAD to implement apian foperiodic reappraisal of property. The plan must provide
for appraisal of all real property In the TCAD at least once every three (3) years. It is not known wtet frequency of reappraise
wit! be utilized bythe TCAD or whetherreeppraisals will be conducted on a zoneor county-wide basis The District,
however, et Its expense has the right toobtan from the Appra'saOi strict a current estimate of appraised values within the
District or an estimate of any new property or improvements tthinthe District. While sucncurrent estimate of appraised
values may serve to Indicate the rate and extent of growth of taxable values within the District, it cannot be used for
establishing atax rate within theDistriduntil such timeasthe TCAD chooses formally to indudesuch valuesonitsappraisal
roil.

District and Taxpayer Remedies

Under certain drcumstances taxpayers and taxing units (such as HO i strict), may appeal the cders of the Appraisal Review
Beard by filing a timely petition for review Instate District court. In such event, the value of the property in question Wit
determined bythecourt or a jury, if requested by any party. Additlcnally.taxingunitsmay bring suit against theTCAD to compel
compNarKBwiththeRopertyTax Code

The Roperty Tax Code «ets forth notice and hearing procedures focertan tax rate increases by the district end provides for
taxpayer referenda, which could result In the repeal of estate Increases. The Roperty Tax Code also establishes a
procedure for notice to property owners of reappraisals reflect ing increased property values, appraisals which are higher than
renditions, and appraisals of property not previously on an appraisst roll.

Levy and Collection of Taxes

The District Isresponsible for the levy and collection of its taxes unless it elects totransfer the collection functions toaother
gcvemmentat entity. By September 1 of each ye?, or as soon thereafter as practicable, the rate of taxation Isset by the Board
based upon the valuation of property withirthe District as of the preceding January 1. Taxes are due October 1, or when
billed, whichever comes later, and become delinquent after January 31 of thefollowingyear. A delinquent tax incurs a penalty
of six percent (6%) of the amount of tbtax for the first calendar month it is taquent. plus one percent (1%) for each
additional month or portion of a month the tax remans unpaid prior to July 1 of the year in which It becomes delinquent. If
the tax Isnot pad by July 1 of the year in which it becomes delinquent, the tax Incurs atota1 penalty of twdve percent (\2%
regardless of the number of months the tax has been delinquent and incurs an additional penalty ofup tofifteen percent (15%)
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if imposed by the District. The ddinquenttax also accrues interest A arete of one percent (1%)foreech month or portion of a
month it remans unpaid. The ftoperty Tax Code also mdtesrovision for the split payment of taxes, discounts for early
payment and the postponement of the del inquencydate of taxes under oertan circumstances.

District1* Rights In the Event Of Tax Delinquencies

Taxes levied by the District are a personal obligation of the ewer of the property onJanuay 1 of the yea-for which the tacs
imposed. On January 1 of ea* year, at* lianapaches toproperty toaaiirethep^mertrfdlststear^locsi taxes,penalties,end
interest uitimddyimposedfor the yea-ontheproperty. The I i en exists in favor ofthe3ale of Texas and each local taxingunit,
indudingthe District, ha/ing power to tax the property. The District's t« lien isonapalty with tax liens of such otrtodng
units See'FINANCIAL STATEMENT-Over1appingT8xesfor2004: Atax Nenonred propetytakespnorityoverthedam
of most creditors and other holders of liens on the property erwmbered by the tax lien, whether or not the debt or lien existt
before the enatonent of the tax Mai; howe/er, whether alien of the United Sates isonapalty with ortakes priority ovatax
lienc/theDlstridisc^erminedbyapplicablefetea; law. Rsrsond property under certdndrojT^ancesissutyect to aa'zure and
ad e for thepayment of del i nquenl taxes, pendty, aid 1 rterest.

At any timeafter taxes cnproperty become delinquent, the District may file suit toforedose the I ten securing payment of the
tax, to enforce peraond liability for the tax, or both. In filing a suit to foradose a tax lien on red property, the Disttimust
Join other taxing unitsthal have damsfor delinquent taxes eginstdl orpart of the sane property. Collection ofddinqueit
taxes ma/ beadverady affected by the amount of taxes owed toother taxing units, by the effects of maket conditions on the
foredosure sale price, bytacpayer redemption rights (a taxpayer ma/ redeem property within two years after the purchaser's
deed issued at the foredosure sdeisfiled in the county records) or by bankruptcy proceedings which restrict thecollectionof
taxpayer debts. S»"R3<: FACTORS -Genera! Tax CoiledtionsLlmitationsaxl Rxedosure Remedies."

Effect ofFIRREA on Tax Collections

The'FinaTdd Institutions Reform, Reoovey and Enfcrament Act of 1989" CRRFEA'Joontansprovlsionswhichaffect the
time fee protesting property valuations, thefixingof tax liens and the oolledicfldpendties and interest onddinquenttaeson
red property owned by theFederd Deposit InsuranceCorporalion (FDICT) whentr^FDIC isaairgastheoonserv£tororreoeiver
of an insolvent financial institution.

Under F1FFEA, red property held by the FDIC Is still sutgect fad valorem taxation, but such act states (i) that no red
property of the FDIC shall be subject to foredosure orsderrithout the consent of the FDIC aid no Involuntary lien shall
attach to such property, (li) the FDIC shdl not be liable for any penalties or fines, induding those arising from the fa lute
pay any red property taxes when dueandfiii) notwithstaxiingthefalure of a person to challenge anapprasd inacoordaxe
with stcte lav, such vduesndl bedetermined asof the period for which such tax Is imposed.

To the extent thd the FIRFEA provisions are vdid and applicable? any property in the District, and to the extent that the
FDIC attempts to enforce the same, these provisions may affect the timelinessof collection oftaxes on property owned by the
FDIC inthe District, and may prevent thecollectionof penalties and interest on such taxes.

LEGAL MATTERS

Legal Opinions

Issuance of the Bonds is subject to the improving legd opinion of the Attorney Genera* of Texas tothe effect that the initial
Bonds ere vdid end binding oWigaionsof the District payablefrom the proceeds of an amud sdvdorem tax levied, without
legd limitasto rateoranount, upondl taxable property within the District. Issuance of the Bonds isdso subject to theegal
opinion of McCdl, F r̂khurst & Morton L.L.P ("Bond CounseJ"), based upon examination of a transcript of the proceedings
incident to authorization and issuaxe of the Bonds, to the effect that the Bonds are vdid and binding obligations of the
District payablefrom the scwroes and enforceable in aocordanoe with theterms and conditions described therein, except tothe
extent that the enforceabllity thereof may be affected by bankruptcy, Insolvency, reorganization, moratorium, or other similar
laws affecting creditors' rights or the execseof Jucfidd discretion in axuijaxe with generd pindple& of equity. Bond
Oounsd's legd opinion will dso address the matters desbbed bdow under "TAX MATTERS" Such opinions will express
noopinion with respect to the sufficiency c< the seajrity fcr athernarketability of the Bonds. In connection withtheissuance
of the Bonds, Bond Counsel has been engaged by, and only represents, the District.

The legd fees to be pad Bond Counsel for services renderd in connection with the Issuance of the Bonds are based upon a
percentage of Bonds eotudly Issued, sold and delivered, and thetfore, such fees are contingent upon thesde and delivery of



the Bonds The legal opinion to be delivered concurrently withthe delivery ofthe Bonds depresses the professional judgment
of the attorney rendering the opinion as to the legal issues explicitly eJUressaJ t herd a In rendering a legal opinion, the
attorney does not become en insurer or guarantor ofthe expessi on of professional Judgment, of the transaction opined upon,
or of the future performance ofthe parties tothe transadbn. Nor does the rendering of an opinion guarantee the outcome of
any legal alsputetriet may arise out of thetransaclion. In connection with the transaction described inthisOffidd Satenwit,
Bond Counsel represents only the District.

No-Lltigatlon Certificate

The District will furnish to the Initial Rjrchaser aoatificate, dated esof ttedate of ddivery of the Bonds, executed by bdh
the Resident and Secretary ofthe Board, tothe effect thato litigation of any nature has been filed or is then pending or
threatened, either in state orfedera! courts, contesting ordtad<ing the Bonds; restraining orenjoining theissuance, execution
or delivery of the Bonds; affecting the provisions made for the payment of or security for the Bonds; in any manner
questioning the authority orprosedingsfor the issuance, execution, or delivery of the Bonds; oraffecting the validity of the
Bonds.

No Material Adverse Change

The obligations of the Initial Rjrchaser to take and pay for the Bonds, and of tb District to deliver the Bonds, ere subject b
theconditionthat, uptothetimeof delivery of and receipt of payment fortheBonds, there shall have been nomaterial adverse
change In the oonditi on (finffrad orotherwise) oftheDistrictfromthatset forthorcontenplatedin theOffidal 3atement.

TAX MATTERS

Opinion

On the date of Initial delivery ofthe Bonds, McCall, tekhurst & Horton L.L.P.,Austin, Texas, Bond Counsel, will render its
opinion that, in accordance with statutes/egulations, published rulingsand court derisions existing on the date thereof
("Existing Lav"), (1) inteot on the Bonds for federal incometax purposes will be exdudabte from the "gross income" of the
holders thereof and (2) the Bonds will not betreeted as'fcpfied private activity bonds" tbirterest on which would be
inducted as an alternative minimum tax preference item uixteecfion 57(a)(5) of the Internal Revenue Code of 1986, as
amended (the "Code"). Except assisted above. Bond Counsel will express no opinion as to any other federal, stateorloca! tax
consequences of the purchase, ownership or disposition of the Bonds, See "APPENDIX B- FORM OF BOND OOUNSH.
ORNION."

In renaming Us opinion, Bond Counsel will rely upon (a) certain irrfcrniEticfinri presentations of the District, inducing
Information and representations contained Inthe District's federal tax certificate, and (b) covenants of the District contained in
the Bond documents relating to certain matter induding arbitrage andtheuseoftheprooaeds ofthe Bonds end the property
financed c* refinanced therewith. Fa lure by the Ditfrict to observe the afoernenttoned representations or covenants, could
cause the interest ontheBorristobecometaxableretroactivdy tothedateof issuance

The Code end the regulations promulgatedtrtereunder contain enumber of requirements that must be satisfied subsequent to
theissuance ofthe Bonds in order for interest on the Bonds tbe, and to remain, excludable from gross income for federal
income tax purposes. Failure to comply with such recprernantmay cause interest on the Bonds to be inducted in gross
income retroactively tothedateof issuarce ofthe Bonds, The opinion of Bond Counsel Isoorditicrad onoornplisnce by the
District with such requirements, end Bond Counsel has not been retaned to monitor compliance with these requirements
subsequent totheissuance of the Bonds.

Bond Counsel's opinion represents Its legal Judgment basspon its review of Existing Law end the reliance on the
aforementioned information, representations end covenants Bond Counsel's opinion is not aguarotes of a result. Existing
Lew Is subject to change by Congress ad to subsequent Judicial end administrative intepretation by the courts and the
Department ofthe Treasury. There can be no assurance that such Existing Law or the Interpretation thereof will not be
changed in a manner which would adversely affect the tax treatment of the purchase, ownership or disposition of the Bonds.

A ruling was not sought from the Internal Revenue Service by the District with respect tothe Bonds orthe project financed or
refinanced with the Bond proceeds. No assurances can be given as to whether thelntemaJ Revenue Service will commence an
audit of the Bonds, or as to whet her the Internal Revenue Sevice would agree with the opinion of Bond Counsel. If an
Internal Revenue Service audit is commenced, under current pnxlures the Internal Revenue Service islikdy totred the
District asthe taxpa/er arritheBcindhdo^ may ha/enorighttopartidpate Insu* procedure Noadditional interest will be
paid upon any determination of taxability.
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Federal Income Tax Accounting Treatment of Original Issue Discount

The initial public offering price to be pad for one or more mfcjrities of the Bonds (the "Original Issue Discount Bonds/'} may
be I ess thai the principal amount thereof crone or more periodsfor the payment of interest onthe Bonds may notbeequa* to
the axruat period or be In excess of onyear. In such event, the difference Iween (i) the "stated redemption price at
maturity" of ach Original IssueDiscount Bond, and (ii) the initial offering priceto the public of such Original Issue Discount
Bood would constitute origlnd issue discount. The "stated redemption prioa at maturity" means the sum of all peyrnentstobe
made on the Bonds Icsstheamountofall periodic interest payments. Rgriodic interest payments are payments wN chare made
during equal accrual periods (or during any unequal period if it Isthe initial orfinal period) and which ere madeduring accrual
periods which do not exceed one year.

Under Existing Lav, any owner who has purchased such Origiid Issue Discount Bond in theinitid public offering Is entitled
to exclude from gross income (as defined In section 61 of the Ode) en amount of income with respect to such Origins) Issue
Discount Bond equal to that portin of the amount of such original issue diacnt all octal e to the accrual period. For a
discussion of certain collateral federal tax consequences, sea discussion set forth below.

Inthe event of the redemption, ad e or other taxable disposition of such Original Issue Discount Bond prior tosteted maturity
however, the amount red i zed by such owner in excess of the base of such Original IssueDiscount Bond In the hands of such
owner (adjusted upward by the portion of the original issue discount allocate to the period for which such Original Issue
Discount Bond was held by such irutid owner) Islndudable ingress Income

Under Existing Law, the original issue cfccount on each Original IssueDiscount Bond ! secerned daily tothe stated maturity
thereof (in amounts calculated asdescbed below for each six-mortperiod ending onthe datebefore the semiannual
anniversary dates of the date of the Bonds and retably withineech such six-month period) end the accrued amount isadded to
an initia1 owner's baa's for such Origah Issue Discount Bond for purposes of dermining the anount of gain or loss
recognized by such owner upon theredemption.sale or other disposition thereof. Tteamount to be added to bass for each
accrual period is equal to (a) the sum of the Issue price anthe amount of original issue cfecount accrued in prior periods
multipliedby the yield to stated maturty (determined onthe basis of compounding at the dose of each accrual period and
properly adjusted for the length of theaxrual period) less (b) the amounts payablesscurrent interest during such accrual
period onauch Original Issue Discount Bond,

Tne federal income tax consequences of the purchase, owners*)! redemption, sale or other disposition of Original Issue
Discount Bonds which are not purchased lithe initial offering at the initial offerhg price may bedetermined according to
rules which differ from those described hove. Alt owners of Original Issue Discount Bonds should consult their own tax
advisors with respect to thedetermi nation for federal, state and local income taxpurposesofthe treatment of Interest accrued
upon redemption, sale or other cfi»x»tionof such Original Issue Discount Bonds ad with respect to the federal, state, local
and foreign tax consequences of the purchase, ownership, redemption, saleorother dispositionofsuch Original IssueDiscount
Bonds,

Collateral Federal Income Tax Consequences

The following discussion is a summary of certan collateral Herd income tax consequences resulting from the purchase,
ownership ordisposition of the Bonds. This discussion isbased on Existing Law, which issubject to change ormodification,
retroactively.

The fotlowirxj dscussion Isapplicable to investors, other than those who are subject to sped d provisions of the Code, such as
financial institutions, property end casualty insurance companies, life insurance companies, individual recipients of Serial
Security or Railroad Retirement benefits, individuals atkfaan earned Income credit, tern S corporations with
accumulated earnings and profitsand excess passJveinterest Incoiici foreign ccfpccatiorjssubject tothebranch profits tax and
taxpayers who may bedeemed to have Incurred accfltinuedlrKJettednesstopurortasetaK^empt obligations.

THE DIQCUS30N CONTAINED HEREIN MAY NOT BEXHAUSTIVE INVESTORS INCLUDING THOSE WHO
ARE SUBJECT TO SPECIAL FROVI9ONS OF THE (DDE. SHOULD CONSULT THEIR OWN TAX ADVISORS AS
TOTHE TAX TREATMENT WHICH MAY BE ANTICIPATED TO RESULT FROM THE PURCHASE, OWNERSHIP
AND DISFOSmON OF TAX-EXEMPT OBLIGATIONS BCOFE DETERMINING WHETHER TO PURCHASE THE
BONDS

Interest onthe Bonds will beindudable asan adjustment for "adjusted current earnings" to calculate the alternative minimum
tax Imposed on corporations by section 55 of the Code efiion 55 of the Code imposes a tax equal to 20 percent for
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corporations, or 26 percent for rxxxxxporatetaxpa/ers (28 percent for taxable irtome exceeding $175,000). of the taxpayer's
"alternative minimum taxable income," if the anount of such alternative minimum tac Is grader thai the tapper's regular
income tax for thetaxable year.

Undo- section 6012 of the Code, holders of tax-exempt obHgationsajch as the Bonds, may be required to disclose interest
received or accrued duringeachtatayeyeBrontheir retumsof federa1 inoometacalion.

Section 1276 of the Code provides for ordinary income tat treatment of gan recognized upon the disposition of a tax-exempt
obligation, such as the Bonds, if such obligation was acqutted a "market discount" and if the fixed maturity of such
obligation Is equal to, or exceeds, one yea-from the date of issue Such treatmentapplies to "market discount bonds" to the
extent such gan does not exceed theaccued market discount of sufi bonds; although for this purpose, ade mini mis amount
of market discount is ignored. A "market discount bond" Is onewhich is acquired by the holder eta purchase price which is
less than the staged redemption priced maturity or, inthe caseof abend issued at an origina1 issuedscount,the"revisad issue
pried' (ija., theissueprioeplusaxrued origina* issuediscount). The "axrued maket discount" isthe amount which bears Ihe
seme ratio to the market discount as the number of da/sduing which the holder holds the obligation bears to the number of
days between theacquisitiondateandthefina1 maturitydata

State, Local and Foreign Taxes

Investors should consult their own tac advtors concerning theta< implications of the purchase, ownership or disposition of
the Bonds under applicable state orlccal laws. Foreign I nveetos should also consult their own tax advisors regarding the tax
consequences uniquetoinvestorswhoaTsrxrtUnitedSatespereons.

Qualified Tax-Exempt Obligations for Financial Institutions

Section 265(a) of the Code provides, in pertinent part, that interest pad or incurred by a taxpa/er, Including a "financial
institution," on indebtedness incurred or continued to purchase orcarry tax-exenp* obligations is not deduct i We in determining
the taxpayer's taxable income Section 265(b) of the Code provides an exception tothe disellowaxe of such deduction for
any interest expense paid or Incurred on indebtedness of a taxpayer that ise "financa* institution" allocable to tax-exempt
obligations, other than "private activity bonds," that are djBEied by a "qualified small issuer" as "qualified tax-exempt
obligations." A "qualified small Issuer" is any governmentalssuer (together with any "on-behalf of' and "subordinate"
issuers) who issues no more than $10,000,000 of tax-exempt obligations during thecdenda- year. Section 265(b)(5) of the
Ocde defines the term "finaxial Instituted" asany "bank" described In Sect ion 585(a)(2) oftheCode, orany person aiepting
deposits from the public inthe ordinary course of such person'strade or business that is subject tofedera) orstate supervision
as a financial institution. Notwithstanding the exception to the disdlowance of the deduction of interest on indebtedness
related to "qualified tax-exempt obligations" provided by Setion 265(b) of the Code, Section 291 of the Code provides that
the allowable deduction to a "bank," as defined in Section 58$((2) of the Code; for Interest on Indebtedness incurred or
continued to purchase "qualified tax-exempt obligations" shall bereduced by twenty-percent (20%) as a "financial Institution
preference item."

The District expects to designate the Bonds aV'qualified tax-exempt obligations" within themeoning of section 265(b) of the
Code In furtheraxe of that designation, the District will covfiant to take such action that would assure, or to refrain from
such action that would adverady affect, thetreatment of the Bonds as"qualirted tax-exempt obiigations."

Potential purchasers should beawara that If the Issuprlca tothe public exceeds $10,000,000, there Isa reasonable
basis to conclude that the paymentof a de mlnlmlt amount of premium In axcess of $10^00,000 U disregarded;
however, the Internal Revenue Service coild take a contrary view. If the Internal Revenue Service takes the position
that the amount of such premium la not dlsregardedjien such obligations might fall to satisfy the $10,000,000
limitation and the Bonds would not be "qualified tax-exempt obligations."

CONTINUING DISCLOSURE OFINFORMAT1ON

Inthe Bond Order, the District has made the following agreement for the benefit of the Registered and Beneficial Owners.
The District Isre^redtocbservetheaareErnent fee aolongasit remans cdigatedtoa^anos funds topa/ the Bonds. Under
the agreement, the District will be obligated toprovide certain updated financial information and operating data annually, and
timely notice of specified material event s,to cert an Information vendors. This i formation will be a/a I able to securities
brokers and others who subscribe to receive the information from the vendors.



Annual Audits

The District will provide certain updated! nanci a* informction and opening data to oertan irformajon vendors ainudly.
The information to be updated Includes all quantitative financta1 Iformdion and operating dda withresped tothe District cf
thegenera" type included In this Offitxt 3demerA under Tables 1 through 12 axl inAppendix A. The District will update
aid provide this information within six itnths after the end of each fiscal yea1 nriing in or after 2005. The District will
provide the updated information toeech nationally recognized munidpd securities Information repository f'NRMSR1) aid to
any stste information depository ("3D") thatlsdesignded by theSSe of Texas aid approved by the strff of the United Sates
Securities aid Exchange Commission (the"SEC').

The District may provide updated informdion infull text ormay incorporate by referanoe oertan other pubtidy a/a I able
documents, as permitted by SEC Rule 1Se12 (the "Rule"). The updated infoetrcn will include audited finaxia1

statements, if it is completed by the required time If audited finaxia1 statements ere not a/a I able by the required tlmdjet
District will provide unaudited financial statements axl audited financial statements when the audit report becomes a/a I abl a
Any such finaxia1 stiementswill beprepared inaxordaxe withthe accounting prindpies described inAppendix A or such
other amounting principles asthe District may be required to employ from tlmeto time pursuant to state lav or regulation.

The District's current fiscal year end Is September 30, 2005.Accordingly, it must provide updeted information by March 30,
ineech year unless the District changes itsfisca1 yea-. If the District charges itsfisca1 year, it will notify each NRMSRand
any 3D of the change

Material Event Notices

Tne District will also^provide timely notioesof certain events tocertain information vendors. TheDistrict will provide notice
of any of the following events with respect tothe Bonds, if oh event Ismattria1 to a decision to purchase or sell Bonds:
(1) prindpa* axl Interest payment delinquencies; (2) non-paprl raided defaults; (3) unscheduled draws on debt service
reserves reflecting finaxia' difficulties; (4) unscheduledawte on credit er̂ axenents reflecting financial difficulties;
(5) substitution of credit or liquidity providers, orthelr fa lure to perform; (6) adverse ta< opinions or events affecting tbtax-
exempt status of the Bonds; (7) modifications to rights of Registered CXvners; (8) Bond ceils; (9) defesEanoes; (10) reJeose,
substitution, or sale of property securing repayment of the Bondsnd (11) rating changes. Inadcfition, the District will
provide timdy notice of any falure by theDistricttoprovide information, data, orfinaxja1 statarr^s in accordance with its
egreEment described above under "Annual Reports". The District will provide each notcedescribed in this paragraph toeny
SD ax] toather each NRM3R ortheMunidpa1 Securities Rjlemaking Board ("MSf̂ B").

Availability of Information from SID

TheDistrict has agreed to provide the foregoing information only to NRMSRs aid any 9D. The information will be
a/a I able to Registered Qvnersonly If the Registered Carters comply with the procedures and pay the charges established by
such information vendors or obtain theinformgtion through securities brokers who do so.

The Munidpa1 Advisory Council of Texas has been designdty the Sate of Texas as a 3D, and the SEC staff has
determined that it isaquelified 3D. The address of the Muni d pa* Advisory Cound I IsBOO West fthareet, P.O. Box 2177,
Austin, Texas 7876&-2177, and its telephone number I&512/47&6947.

Limitations and Amendments

The District has agreed toupdate informalion and toprcwide rotas of mEterid events only as described above TheDistrict
has not agreed to provide other Information that may be relevant or material toa complete presentation of its finaxia1 result
of operations, condition, or prospects or agreed to updde aiy information that is provided, except as described above The
District makes no representation or warranty concerning such Infometion or concerning its usefulness to a decision to invest
I nor sell Bonds at any future date The District disdamsany contnactua1 ortort liabilityfordarnages resulting inwhole crin
pal from any breach of its continuing distosureagreement or from ery statement rracte pursuant to Its egreErnent, although
Registered CXvners may so* awrit of rrandanius to compel the District tooomply with itsagreaTient.

Truscontinuingdjsdosureagreffnent ma/beamended bytheDistridfromtimetotinrietoedapttocriano^d drcumstences that
arise from achange inlegd requirements, achange In lew, or a change inthe Identity, ndure, status, or type ofoperdionsrf
the District, but only if (1) tie provisions, as so anended, would have permittel an underwriter topurcnass or sell Bonds in
the primary offering of the Bonds inoomftienoewith the Rule, taking into account ay amendments or interpretations of the
Rule since such offering as well as stxrchaxjed circumstances axl (2) either (ajhe holders of a majority in aggregate
principal amount (or any greater amount required by any other provision of this Order that authorizes such en amendment) of
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the outstanding Bonds consort to such amlment or(b) aperson that isureffilictedwith the District (such asnationa'ly
recognized bond counsel) determined thet such emendmait will not mderidly (mpartheinterest of the Holders aid benefida1

owners of the Bonds. The District maya'so amend areped theprovisionsoftNscontinuingdisdosure€QreQmant IftheSEC
amends or raped s the applicable provision of the Rule or a court of find jurisdiction enters judgment ttet such provisions of
the Rjle are invdid, but only If and to the orient thet the provisions of this sentence would not prevent an underwriter from
lawfully purchasing or sell ing Bonds in the pri may offering of the Bonds,

Compliance with Prior Undertakings

The District isin complisnoewith alt mdarid provisions of its Continuing Disclosure agreement.

FINANCIAL ADVISOR

TheOrfidd astement was compiled aid eited under the supervision of SWS Securiti€s(the"Rnaxid Advisor"), which firm
was employed in 1997 as Rnenda* Advisor to the District, fffees pad the Rnaxia! Advisor for services rendered In
connection with theissuaxeandsdeof the Bonds a-e based on apercantage oftheBondsactua'ly i ssued, sold and del ivercd,aid
tha^cre such fees a^conting^Cfi trie sdeaxl o^ivffyciftheBCTxis. TheRnaTda1 Advisor has requested the right tobicbn
the Bonds, end theDistrict has given Itsconsent.

OFFICIAL STATEMENT

Preparation

TheirtforrndioninthisOffida1 aaarientwasoDmpiledaTdeditedbytheRngfxaa' Advisor. Inadditiontooompilingardediting
such information, the Rnandd Advisor has obtdned the infotion set forth herein under the captions Indicated from the
following sources:

"THE DISTRICT • SR Development (the "De/dopefJ r̂oeder Engineering Compary (the "Engineer"); "THE
DEVELOPER1 -SR Development; "THE DISTRICT -Qty of Austin Consent Agreanent" Armbrusta Brown, LIP.;
"THE SYSTEM" - Engineer; "RNANC3AL STATEMENF- Tra/is Centra1 Apprasd District; "ESTIMATED
OVEPLAFRNG DEBT STATEMENT1 -Munidpa1 Advisory Cound I of Texas and Rnarcia1 Advisor "TAX DATA"
aid "WTER AND SEWER OFEWVTIONS' - Audits, Racofl the District aidTax Assessor/Collector
"MANAGEMENT'- District Directors; "FRDJECTED DEBT SERVICE REQUIREMENTS' - RnaxJd Advisor
THEBONDS" "TAXING PROCEDURES ,M and "TAXMATTERS' -McCa1!, FakhurstA Morton LIP.

Experts

InapprovingthisOffida1 a^eiient.theDistridriasrEiiedupontrfifollcwirtgexpertsinadditiontotheRna^ Advisor.

The & '̂n6eTreiriforrndioncontaInedintheOrfJda< adementrddirigtoer^ineeringmdtersa^tothedescriptionofthe
System end, inperticulsr, thd Informetion induded In the section entitled "THE SYSTEM," has bem provided by Schroeder
Engineering Oompaiy, end has been induded in reliance upon the authority of sad firm as expels In the field of dvil
engineering.

Appraisal D/£fr/1flhelnforrn£tioncontanedinthisOffida' Statement reiaingtothecertifiedassessedvdudionofpropaly
Inthe District and, Inperticula-, such infcfrndioncontanedlnthesectioncaptioned^TAX DATA," has been provided by the
Tra/is Centra! Apprasa'District, inreliance upon their euthorityasecperts In thefiddofepprasingandta assessing.

Tax Assesaor/CcHec&ttto Informdionconta'ned inthis Offida1 a^ement rdsting to tax collection rstes, and prindpa!
texpayers has been provided by Ma NddaVWIs^ears In reliance upon her aithority as snexpartlnthefiddof tax assessing
end collecting.

Updating the Official Statement During Underwriting Period

If, subsequent to the dde of the Off id a1 3etement tordinduding thedete the Initia1 Ftchasa- is no longer required to
provide aid Offidd adement to potent id customers who request the sane pursuart toF4ile15c2-12 of the federa" Securities
Exchange Act of 1934 (the 'Rutf) (the ealier of (I) 90 days from the "end ctfie underwriting period" (as defined In the
Rjle) and (li)thetimewhentheOffida' aberrant isa/alabletoeny person from anstiondly recogniaad repository butinro
case I ess than 25 days after the "end of the underwriting periocT),the District leans or is rriifiedby the Initial Purchaser of
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any adverse event which caises 91 of the key representations in the OffidaEteement to be materially mi deeding, the
District will promptly prepare and supplytothe Initial Purchaser asupplement totreOffida! StEtement which corrects such
representation to the reasonable satisfaction of the Initial Rjrchaser, unless the Initial Rjrchaser elects to terminate its
obligation to purchase the Bonds as described Itw. See "DELIVERY OF THE BONDS AND ACCOMFKNYING
DOCUMENTS -Delivery" The obligation of theDistrict toupdate orchange theCTfidat adamant will terminate when the
District delivers the Bonds to the InitiaFurchaser (the "end of the underwriting period" within tlemoning of the Rule),
unless the Initial Rjrchaser provides written dice the District that less than all dhe Bonds hare been sold to ultimate
customs on or before such dde, in whi<h case the obligation to update or changethe Official 3atement will extend for an
additiona* period of time of 25 days after all of the Bonds habeen add to ultimate custcrrars. In the went the Initial
Rjrchaser provides written noticetpthe Districtthet lessthan all of the BorxJshavebeen sddtoultir^ecustomers, the Initial
Rjrchaser agrees tonotify theDistrid in writing following theoccurrenceof the "end of the underwriting periocT asdefined in
the Rule

Certification is to Official Statement

The District, acting by and through its Board of Directors in its official capacity in reliance upon the experts listed above,
hereby certifies, asof the dde hereof, thdtothe best of its knowledge and belief, the information, statements and descriptions
pertaning to the District and its affairs herein contain no untrue statements of a materta* fact end do not omit to state any
material fact necessary to make the statements herein, in light of the drcumstanoes under which they were made; not
misleading. The Information, description and stdementsoDoeming entities other thai the District, including particularly
other governmental entities, have been obtained from sources believed tobe reliable, but the District has made no independent
investigation orverificstion of such mattersand makes rwrepresmtationastothe accuracy or completeness thereof. Except as
set forth In'CONTINUING DISCLOSURE OF INFORMATION1, hcin, the District has no obligation to cfisdose any
changes in the affairs of the District and othher matters desired in the Official Statement subsequent to the "end of the
underwriting period" which shall end when tb District delivers the Bonds tothelntid Rjrchaser at dosing unless extended
by the Initial Rjrchaser. All informationwith respect to the resale of the Bondssubsequent to the 'end of the underwriting
period" istheresponsJbility of the Initial Rjrchaser.

Official Statement "Deemed Final" ;

For purposes of compliance with Rjle 15c(2)-12 of the Securities Exchange Commission, this document, as the same may be
supplemented or corrected by the District from timeto-time, may bcreeted as en Official 3atement with respect to the Bonds
described heron "deemed final" by the District asof the datareof (or of any such supplement or correction) except for the
cmisaonofc^aninfonridionrefen^

The Official adement, when further supplemented by adding information specifying the interest rates and certain other
information rdstingtothe Bonds, shall constitutea"RNAL OFFDAL STATEMENT'of the Distrid with respect to the Bonds,
asthd term isdeflned in Rjle 15c(2)-12.

This Off id d 3atement was approved by the Board of Directoraof Moore's Qossing Munidpa1 Utility District, asof the dde
shown on the fi ret page hereof.

Charles H. Scott
R-esident, Board of Directors
Moore1 sDossing Munidpa! UtilityDistrict

Micndle Bdin
Secretary, Board of Directors

Moore's Qossing Munidpd Utility District



PHOTOGRAPHS

The fdlcwingphdogr^hswere td<enlnthe District In March2005. The homesshcwninthephotogr^phsaenEpreGmtdivecf
the type of construction presently locdoi/vithinthe District, aid these photogrephme presented solely to illustrde such
construction. The District mekes norepresentdionthd any additional construction such asthd asillustrded InthefoHoigi
photogrsphswill occur inthe District. SBe "THE DISTRICT."



APPENDIX A
Financial Statements

The information oontaned in this jppendix has been exoarpted from the axJited financial stdements of Moore's Ooesng
Municipal Utility District for thefiaca) yea- ended S^ember 30,2004. Get an inforrmtion not considered to be relwait to
thisfinencing has been omitted; howe/ar, oompl eteajdit reports ere a/a I *le upon request,



APPENDIX B

Bond Counsel Opinion



RESOLUTION NO. 05

WHEREAS, Moore's Crossing Municipal Utility District (the "District") is a

conservation and reclamation district and governmental agency of the State of

Texas, created on or about June 17, 1987, by an order of the Texas Water

Commission, and the District operates under Chapters 54 and 49, Texas Water Code

<the "Act"); and

WHEREAS, by Ordinance No. 860206-N, the City of Austin (the "City")

granted its consent to the creation of the District; and the City, the District, and

Moore's Crossing Joint Venture, the original developer of the lands comprising the

District, entered into a certain "Agreement Concerning Creation and Operation of

Moore's Crossing Municipal Utility District" which, as amended (the "Consent

Agreement"), sets forth the terms and conditions for creation and operation of the

District; and

WHEREAS, by a succession of transactions, SR Development, Inc., a Texas

corporation, and MC Joint Venture, a Texas joint venture ("Developer"), have

become the owner and developer of the lands comprising the District; and

WHEREAS, the creation of the District was confirmed by an election held

within the District on November 3,1987; and

WHEREAS, the Consent Agreement sets forth terms relating to the issuance

of bonds by the District; and



WHEREAS, subject to the terms of the Consent Agreement, the District is

authorized by the Act to purchase, construct, acquire, own, operate, maintain, repair,

improve, or extend, inside or outside its boundaries, any and all works,

improvements, facilities, plants, equipment, and appliances necessary to accomplish

the purposes of its creation; and

WHEREAS, under the Consent Agreement and its proposed "Order

Authorizing the Issuance of $3,000,000 Moore's Crossing Municipal Utility District

Unlimited Tax Bonds, Series 2005, (the "Series 2005 Bond Order"), the District

proposes to issue bonds designated as its $3,000,000 Moore's Crossing Municipal

Utility District Unlimited Tax Bonds, Series 2005" (the "Series 2005 District

Bonds") to acquire or reimburse the successors-in-interest of the original developer

for the costs associated with the construction of water, wastewater, and drainage

improvements to serve development in Stoney Ridge, Phase A, Sections 5A, 5B,

and 6; and Stoney Ridge, Phase B, Section 1; and for engineering fees, interest, and

issuance costs related to the above; NOW, THEREFORE,

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF AUSTIN:

The City Council approves the issuance by the District of the Series 2005

District Bonds in an amount not to exceed $3,000,000, and approves the substantial

draft of the Series 2005 District Bond Order and Preliminary Official Statement for

the Series 2005 District Bonds attached as Exhibit A and Exhibit B, respectively,



subject to final review and approval of the final offering documents by the Director

of the City's Department of Financial and Administrative Services.

ADOPTED: , 2005 ATTEST:
Shirley A. Brown

City Clerk

L:\CLW\GC\GLA\councit2005\4-28-2005\#8339 Moore's Crossing draft Res (SS:mr)



N0.040605-E
WATER AND WASTEWATER COMMISSION RESOLUTION

RESOLUTION AUTHORIZING THE ISSUANCE BY MOORE'S CROSSING MUNICIPAL UTILITY
DISTRICT (MUD) OF UNLIMITED TAX BONDS, SERIES 2005, IN AN AMOUNT NOT TO EXCEED

$3,000,000; AND APPROVING A SUBSTANTIAL DRAFT OF THE DISTRICT'S BOND ORDER
AND THE PRELIMINARY OFFICIAL STATEMENT

April 6,2005
REGULAR MEETING

VOTE: 8-0-0-0

Motion made by: Lee

Commissioners Consenting: Colcman, Fricse, Raun, Warner, Chan, Pool. Gonzalez

Commissioners Dissenting:

Commissioners Abstaining:

Commissioners Absent:

The Water and Wastewater Commission recommends the Council authorize negotiation and
execution of a resolution authorizing the Issuance by Moore's Crossing Municipal Utility District
(MUD) of Unlimited Tax Bonds, Series 2005, in an amount not to exceed $3,000,000; and approving
a substantial draft of the District's Bond Order and the Preliminary Official Statement.

Michael Warner CteSfpcreon Dflfe
Water and Wastevfeter Commission


