RESOLUTION NO. 20050428-013

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 SA, 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 appro{ral of the final




offering documents by the Director of the City’s Department of Financial and

Administrative Services.

ADOPTED: _ April 28 , 2005 ATTEST:




EXHIBIT A



ORDER AUTHORIZING THE ISSUANCE OF $3,000,000" MOORE'S
CROSSING MUNICIPAL UTILITY DISTRICT UNLIMITED TAX BONDS,
SERIES 2005; LEVYING AN AD VALOREM TAX IN SUPPORT OF THE
BONDS; APPROVING AN OFFICIAL STATEMENT; AUTHORIZING THE
EXECUTION OF A PAYING AGENT/REGISTRAR AGREEMENT;
AWARDING THE SALE OF THE BONDS; AND AUTHORIZING OTHER

MATTERS RELATED TO THE ISSUANCE OF THE BONDS

‘Not to exceed amount, preliminary, subject to change.
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ORDER AUTHORIZING THE ISSUANCE OF 53,000,000 MOORE'S CROSSING
MUNICIPAL UTILITY DISTRICT UNLIMITED TAX BONDS, SERIES 2005;
LEVYING AN AD VALOREM TAX IN SUPPORT OF THE BONDS; APPROVING AN
OFFICIAL STATEMENT; AUTHORIZING THE EXECUTION OF A PAYING
AGENT/REGISTRAR AGREEMENT; AWARDING THE 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

UTILITY DISTRICT §

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
Environmental 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 authorized 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 authorized the issuance of bonds in one or more issues or series in the maxinmum 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 District, 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 connection therewith, and to provide for the payment of principal
of and interest on such bonds by the levy and collection of & 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 Texas Commission on Environmental Quality (the "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 Order; and

"Not to exceed amount, preliminary, subject to change.
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WHEREAS, the Board of Directors of the District deems it necessary and advisable at this
time to issue $3,000,000" of bonds pursuant to Chapters 49 and 54 of the Texas Water Code and the
Bond Election authorization and reserving the right in the firture 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

PREAMBLE

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

ARTICLE TWO

DEFINITIONS AND INTERPRETATIONS

SECTION 2.01. DEFINITIONS. When used in this Bond 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, unless 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 Directors” or "Board" means the governing body of the District.
"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 amount, preliminary, subject to change.

“Preliminary, subject to change.
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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" means (i) Federal Securities, (ii) noncallable obligations ofan 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 of Directors
adopts or approves proceedings authorizing the issuance of refunding bonds or otherwise provide 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 not less than "AAA" or its equivalent, and (i)
noncallable obligations of a state or an agency or a county, municipality, or other political subdivision
of a state that have been refunded and that, on the date the Board of Directors adopts or approves
proceedings authorizing the issuance of refunding bonds or otherwise provide 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 Directors of the District.

"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 States of America,
inchuding obligations that are unconditionally guaranteed by the United States of America (including
Interest Strips of the Resolution Funding Corporation).

"Fiscal Year" means the twelve-month accounting period for the District, which presently is
the twelve-month period beginning on October 1 of each year and ending on September 30 of the
following 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 Order.

"Interest Payment Date" means a date on which interest on 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.

“To be completed closer to pricing.
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"Record Date" means, with respect to an Interest Payment Date of September 1, the
preceding August 15, and with respect to an Interest Payment Date of March 1, 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 Order.

"Register” means the registry system maintained on behalf of the District by the Registrar in
which are listed the names and addresses of the 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 District to act as paying agent and registrar for the Bonds in accordance with the terms of this
Bond Order.

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

"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, including private corporations, municipalities and political subdivisions which are financed
by proceeds of the District'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 of this Bond Order have been inserted for convenience of reference
only and are not to be considered a part hereof and shall not in any way modify or restrict any of the
terms or provisions hereof. This Bond Order and all the terms and provisions hereof shall be liberally
construed to effectuate the purposes set forth herein and to sustain the validity of the Bonds and the
validity of the taxes levied in payment thereof.
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ARTICLE THREE

AUTHORIZATION, REGISTRATION, EXECUTION,
AND AUTHENTICATION OF BONDS

SECTION3.01. AMOUNT,NAME, PURPOSE, AND AUTHORIZATION. Each
Bond issued pursuant to this Bond Order shall be known and designated as "Moore's Crossing
Municipal Utility District Unlimited Tax Bond, Series 2005" and the Bonds shall be issued in the
aggregate principal amount of $3,000,000° for the purposes of purchasing, constructing, acquiring,
owning, operating, repairing, improving or extending a waterworks system, wastewater system and
drainage 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 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 will be used to: (1) capitalize approximately 24™
months' interest requirements on the Bonds; (2) pay developer interest and (3) pay the costs of
issuance in connection with the Bonds.

SECTION 3.02. FORM, DATE,NUMBERS, AND DENOMINATION. The Bonds
shall be issued and delivered in fully registered form without coupons, and may be transferred and
exchanged after initial delivery as provided in Article Four of this Bond Order. The Bonds shall be
dated **", 2005. The Initial Bond shall be numbered T-1. 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. INTERESTRATES AND MATURITIES. Bonds shall bear interest
from ™", 2005, at the rate or rates set forth in the following 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 with the provisions of Article Five hereof, on September ! in each
of the years and in the principal amounts set forth in the schedule below:

"Not to exceed amount, preliminary, subject to change.
“Preliminary, subject to change.

""To be completed closer to pricing.
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Yearof Amount Interest Year of Amount Interest
Maturity  Maturing’ Rate Maturity  Maturing’ Rate

2005 $ 60,000 2017 $120,000
2006 65,000 2018 125,000
2007 70,000 2019 135,000
2008 75,000 2020 140,000
2009 80,000 2021 150,000
2010 85,000 2022 155,000
2011 90,000 2023 165,000
2012 90,000 2024 175,000
2013 95,000 2025 185,000
2014 160,000 2026 195,000
2015 110,000 2027 205,000
2016 115,000 2028 215,000

SECTION 3.04. PAYMENT OF PRINCIPAL AND INTEREST. The Registrar is
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
which, on the date of payment, is legal tender for the payment of debts due the United 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___ 7, and semiannually thereafter on
March 1 and September 1 of each year by check payable on the Interest Payment Date, mailed by the
Registrar on or before each Interest Payment Date to the Registered Owner as shown on the 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 Owner 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 of the 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 institutions in the city where the Registrar is located are authorized by law or executive order
to close, or the United States Postal Service is not open for business, then the date for such payment
shall be the next succeeding day which is not a Saturday, Sunday, legal holiday, or a day on which
banking institutions are authorized by law or executive order to close, and payment on such date shall
have the same force and effect as if made on the original date payment was due.

SECTION 3.0S. SUCCESSOR REGISTRARS. The District covenants that at all
times while any Bonds are outstanding it will provide a bank, trust company, financial institution or
other entity duly qualified and duly authorized to act as Registrar for the Bonds. The District reserves

"Preliminary, subject to change.

“To be completed closer o pricing.
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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 States mail, first-class postage prepaid, of
such change and of the address of the new Registrar. Each Registrar hereunder, by acting in that
capacity, shall be deemed to have agreed to the provisions of this Section.

SECTION 3.06. SPECIAL RECORD DATE. Ifinterest 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 Date 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 of the date of payment and the Special
Record Date shall be sent by United States mail, first-class, postage prepaid, not later than 5 days
prior to the Special Record Date, to each affected Registered Owner of record as of the close of
business on the day prior to the mailing of such notice.

SECTION 3.07. REGISTERED OWNERS. The District, 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, whether or not such Bond is overdue, and neither the District, nor the Registrar shall
be bound by any notice or knowledge to the contrary. All payments made to the person deemed to
be the Registered Owner of any Bond in accordance with this Section 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.

SECTION 3.08. EXECUTION OF BONDS. The Bonds shall be signed on behalf of
the District by the President ofthe Board of Directors and attested by the Secretary, 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 of the District had been manually impressed
upon each of the Bonds. If any officer of the District whose 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 thereona
certificate of registration of the 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 an authorized officer of
the Registrar. No Bond shall be valid or obligatory for any purpose unless either the registration
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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) Book-Entry-Only
Systemn. The Bonds issued in exchange for the Initial Bond as provided in Section 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.

With respect to Bonds registered in the name of Cede & Co., as nominee of DTC, the District
and the Paying Agent/Registrar shall have no responsibility or obligation to any securities brokers and
dealers, banks, trust companies, clearing corporations and certain other organizations on whose behalf
DTC was created to hold securities to 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 immediately 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 with respect to any
ownership interest in the Bonds, (ii) the delivery to any DTC Participant or any other person, other
than a Registered Owner, as shown on the Registration Books, of any notice with respect to the
Bonds, or (iii) 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 provision 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 consider the person
in whose name each Bond is registered in the Registration Books as the absolute owner of such Bond
for the purpose of payment of principal of and interest, with respect to such Bond, for the purposes
of registering transfers with respect to such Bond, and for all other purposes of registering transfers
with respect to such Bonds, and for all other purposes whatsoever. The Paying Agent/Registrar shall
pay all principal of and interest on the Bonds only to 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 with 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 Owner, as shown 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/Registrar of written notice to the effect that DTC has determined to substitute a new nominee
in place of Cede & Co., and subject to the provisions in this Order with 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 District 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 securities depository, qualified to act as such under Section 17(a) of the
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Securities and Exchange Act of 1934, as amended, notify DTC and DTC Participants of the
appointment of such successor securities depository and transfer one or more separate Bonds to such
successor securities depository or (ii) notify DTC and DTC Participants of the availability through
DTC of Bonds and transfer one or more separate Bonds to DTC Participants having Bonds credited
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 Owner transferring or exchanging Bond shall designate, in accordance with the provisions
of this Order.

{c) Payments to Cede & Co. Notwithstanding any other provision of this 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 interest 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 Bond for transfer, the Registrar shall
authenticate and deliver in exchange therefor, within 72 hours after such presentation, a new Bond
or Bonds of the same type, registered in 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 thereof at 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 of which
such Bond is delivered.
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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 may be imposed in connection with the
transfer or exchange of such Bond. Any fee or charge of the Registrar for such transfer or exchange
shall be paid by the District.

SECTION 4.02. MUTILATED, L.OST. OR STOLEN BONDS. Uponthe
presentation and 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 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 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 wrongfully taken Bond, before any replacement Bond is issued, to:

(a) furnish to the District and the Registrar satisfactory evidence of the ownership of and
the circumstances of the loss, destruction or theft of such 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 of such replacement Bond, a bona fide purchaser of the original Bond which 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 District or the Registrar in connection therewith.

[f 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 with 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.

SECTION 4.03. CANCELLATION OF BONDS. AllBonds paid in accordance with
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 with appropriate certificates of destruction of such Bonds.

ARTICLE FIVE

REDEMPTION OF BONDS BEFORE MATURITY

SECTION 5.01. REDEMPTION OF BONDS. The District reserves the right, at its
option, to redeem the Bonds as set forth in the FORM OF BOND in Section 6.01.

ARTICLE SIX

FORM OF BOND

SECTION 6.01. FORM OF BOND. 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 Order. The District shall provide sufficient printed bond forms, duly executed by the
District, to the Registrar for registration, authentication, and delivery of the Bonds inaccordance with
the provisions of this Bond Order.

FORM OF BOND

UNITED STATES OF AMERICA
STATE OF TEXAS

MOORE'S CROSSING MUNICIPAL UTILITY DISTRICT
UNLIMITED TAX BOND
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SERIES 2005

NO. R- PRINCIPAL
AMOUNT
$
INTEREST RATE DATE OF BONDS MATURITY DATE CUSIP NO.
, 2005
REGISTERED OWNER:
PRINCIPAL AMOUNT:

ON THE MATURITY DATE specified above, MOORE'S CROSSING MUNICIPAL
UTILITY DISTRICT (the "District"), being a political subdivision of the State of Texas, hereby
promises to pay to the Registered Owner set forth above, or registered assign (hereinafter called the
"Registered Owner") the principal amount set forth above, and to pay intcrest thereon calculated on
the basis of a 360 day year of twelve 30 day months, from ) .20 "on
20 " and semiannually on each March 1 and September | 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 Date (hereinafter defined), such principal amount shall
bear interest from the Interest Payment Date next preceding the date of authentication, unless such
date of authentication is after any Record Date but on or before the next following 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 which this Bond is being exchanged or converted from 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.
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 PRINCIPAL OF AND 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 shalt
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 "Paying 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

‘To be completed closer to pricing.
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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 such check 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 (the "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 Record Date") will be established by the Paying Agent/Registrar, if and when
funds for the payment of such interest have been received from the District. Notice of the Special
Record Date and of the scheduled payment date of the past due interest (which shall be 15 calendar
days after the Special Record Date) 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.

DURING ANY PERIOD in which ownership of the Bonds is determined only by a book
entry at a securities depository for the Bonds, if fewer than all of the Bonds of the same maturity and
bearing the same interest rate are to be redeemed, the particular Bonds of such maturity and bearing
such interest rate shall be selected in accordance with the arrangements betwecn the District and the
securities depository.

ANY ACCRUED INTEREST due at maturity or upon the redemption of this Bond prior
to maturity as provided herein shall be paid to the Registered Owner upon presentation and surrender
of this Bond for payment at the designated office for payment of the Paying Agent/Registrar. The
District covenants with the Registered Owner of this Bond that on or before each principal payment
date, interest payment date, and any redemption date for this Bond it will 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 immedtately available funds, of all principal of and
interest on the Bonds, when due.

IF THE DATE for any payment due on this Bond shalt be a Saturday, Sunday, a legal
holiday, or a day on which banking institutions in the city where the designated office for payment
of the Paying Agent/Registrar is located are authorized by law or executive order to close, or the
United States Postal Service is not open for 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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THIS BOND is one of a series of Bonds dated as of ,20__ " and authorized
to be issued pursuant to 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,
CONSTRUCTING, ACQUIRING, OWNING, OPERATING, REPAIRING, IMPROVING
OR EXTENDING A WATERWORKS SYSTEM, WASTEWATER SYSTEM AND
DRAINAGE SYSTEM INCLUDING, BUTNOT 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 WILL BE USED TO: (1)
CAPITALIZE APPROXIMATELY 24 MONTHS' INTEREST REQUIREMENTS ON THE
BONDS; (2) PAY DEVELOPER INTEREST AND (3) PAY THE COSTS OF ISSUANCE 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
option of the District, with 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 date fixed for redemption
as a whole, 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 District, and if less than all of a maturity is to be
redeemed the Registrar shall determine by lot the Bonds, or portions thereof within such maturity to
be redeemed (provided that a portion of a Bond may be redeemed only in integral multiples of $5,000
of principal amount).

THE BONDS MATURING ON , 20___"are subject to mandatory sinking
fund redemption prior to maturity in the following amounts on the following 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 h)
.20 7

Finsl Maturity

“To be completed closer to pricing.

“Nut to exceed amount, preliminary, subject to change.
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THE PRINCIPAL AMOUNT 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
District by the principal amount of any Term Bonds of the stated maturity which, at least 50 days
prior to a mandatory redemption date, (1) shall have been acquired by the District at a price not
exceeding the principal amount of such Term Bonds plus accrued interest to the date of purchase
thereof, and delivered to the Paying Agent/Registrar for cancellation, (2) shalt have been purchased
and canceled by the Paying Agent/Registrar at the request of the District with 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 address as it appeared on the Register on the 45th calendar day prior to such redemption date and
(il) 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 which such payment is made, all as provided above.
The Bonds or portions thereof which are 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. Ifa portion 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, will be issued to the Registered Owner 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 for a like
aggregate amount of fully 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 writing 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 with
proper instruments of assignment, in 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 to the assignee or assignees in whose name or names this Bond or any such portion or
portions hereof is or are to be registered. The Form of Assignment printed or endorsed on this Bond
may be executed by the Registered Owner to evidence the assignment hereof, but such 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 time 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 will be paid by the District. In any
circumstance, any taxes or governmental charges required to be paid with respect thereto shall be
paid by the one requesting such assignment, 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 with the close of business on any Record Date and ending with the opening of business
on the next following principal or Interest Payment Date or (ii) within 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, delivering or transferring
this Bond shall be modified to require the appropriate person or entity to meet the requirements of
the securities depository 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 will 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 are payable from the proceeds of an ad valorem tax, without 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 with one or more conservation and reclamation districts,
to consolidate its waterworks and sewer systems with the systems of such districts. The Bond Order
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 with or made available to the Registrar in accordance with the Bond Qrder 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, without legal limit as to rate or amount, on taxable
property within the District, for each year while 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 payment of the principal of the Bonds
when due or the redemption price at any earlier required redemption date with respect to the Bonds,
and to pay the expenses of assessing and collecting such tax, all as more specifically provided in the
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
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in the event of a default hereunder or thereunder, and the other rights of the Registered Owners of
the Bonds. By acceptance of this Bond the Registered Owner 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, if ever, 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 of this 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 of the District or revenues to be received under contracts with other
persons, including private corporations, municipalities and political subdivisions or from any other
source. The 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 EXTENT permitted by and in the manner provided in the Bond Order, the terms
and provisions of the Bond Order and the rights of the 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 prospectively, operate to make any part
hereof void or voidable, 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 within the limits of the laws of the State of
Texas.

ITIS FURTHER CERTIFIED that the District has designated the Bonds as "qualified tax-
exempt obligations" within the meaning of Section 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 President of the Board of Directors of the District and countersigned
with the manual or facsimile signature of the Secretary of the Board of Dircctors of the District, and
has caused the official seal of the District to be duly impressed, or placed in facsimile, on this Bond.

MOORE'S CROSSING MUNICIPAL
UTILITY DISTRICT

Secretary, Board of Directors President, Board of Directors

(SEAL)

SECTION 6.02. REGISTRATION OF INITIAL BOND BY STATE
COMPTROLLER AND CERTIFICATE. The Initial Bond shall be registered by the Comptroller
of Public Accounts of the State of Texas as provided by law. The regisiration certificate of the
Comptroller of Public Accounts of the State of Texas shall be printed on the face of the Initial Bond
and shall be in substantially the following form:

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

I 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 of the State of Texas.

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

(COMPTROLLER'S SEAL)
SECTION 6.03. FORM OF AUTHENTICATION CERTIFICATE. The following

form of authentication certificate shall be printed on the face of each of the Bonds other than the
Initial Bond:

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE
(To be executed if this Bond is not accompanied by an
executed Registration Certificate of the Comptroller
of Public Accounts of the State of Texas)

It 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 for, 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

SECTION 6.04. FORM OF ASSIGNMENT. A form of assignment shall be printed
on the back of each of the Bonds and shall be in substantially the following form:

ASSIGNMENT

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

Please insert Social Security or Taxpayer
[dentification Number of Transferee
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(Please print or typewrite name and address,
including zip code of Transferee)

the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints
, attomey, to register the transfer ofthe within
Bond on the books kept for registration thereof, with full power of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be NOTICE: The signature above
guaranteed by a member firm of must correspond with the name
the New York Stock Exchange or of the Registered Owner as it
a commercial bank or trust company. appears upon the front of this

Bond in every particular, with-
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 below" and
"CUSIP NO." shall be deleted.

B. the first paragraph shall be deleted and the following will be inscrted:

"ON THE MATURITY DATE SPECIFIED ABOVE, the Moore's Crossing Municipal
Utility District (the "District™), being a political subdivision, hereby promises to pay to the Registered
Owner specified above, or registered assigns (hereinafter called the "Registered Owner"), on
September 1 in each of the years, in the principal installments and bearing interest at the per annumn
rates set forth in the following schedule:

Year of Amount Interest
Maturity Maturing 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 Date (hereinafter defined), such principal amount shall bear interest from
the interest payment date next preceding the date of authentication, unless such date of authentication
is after any Record Date but on or before the next following 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
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-1."

SECTION 6.05. CUSIP REGISTRATION. The President of the Board of Directors
may secure the printing of identification numbers on the Bonds through the CUSIP Service Bureau.

SECTION 6.06. LEGAL OPINION AND BOND INSURANCE. The approving
opinion of McCall, Parkhurst & Horton L.L.P., Austin, Texas, may be printed on the back of the
Bonds over the certification of the Secretary of the Board of Directors 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

SECURITY OF THE BONDS

SECTION 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 within the District.

SECTION 7.02. LEVY OF TAX. (a) To pay the interest on the Bonds, and to create
a sinking fund for the payment of the principal thereof when due, and to pay the expenses of assessing
and collecting such taxes, there is hereby levied, and there shall be assessed and collected in due time,
a continuing, direct annual ad valorem tax without 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 connection, 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 fully 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 sinking fund to pay the principal when due, full allowance being made for
delinquencies and costs of collection, together with revenues and receipts from other sources that are
legally available for such purpose, shall be levied and collected and applied to the payment of principal
and interest on the Bonds, as follows:

(N 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 District.

(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 of the 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 revenue or receipts available from other sources which are
legally available to pay debt service on the Bonds.

(b) Chapter 1208, Government Code, applies to 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 any time 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
subject to the filing requirements of Chapter 9, Business & Commerce Code, then in order to preserve
to the registered owners of the Bonds the perfection ofthe security interest in said pledge, the District
agrees to take such mcasures 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
OBLIGATIONS. The District covenants to pay promptly the principal of and interest on the Bonds
as the same become due and payable, whether at maturity or by prior redemption, in accordance with
the terms of the Bonds and this Bond Order, and to keep and perform faithfully all of its covenants,
undertakings, and agreements contained in this Bond Order, or in any Bond executed, authenticated,
and delivered hereunder.

SECTION 7.04. CONSOLIDATION OR DISSOLUTION OF DISTRICT. To the
extent provided by law, the pledge of taxes set forth in Section 7.02 will terminate if a city takes over
all properties and assets, assumes all debts, liabilities, and obligations, and performs all functions 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 is consolidated with another district
or districts, the District reserves the right to:

(i) Consolidate the System with a similar system of one or more districts with which
the District is consolidating and operate and maintain the systems as one consolidated system
(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 of the district or districts with which the District is consolidating
(herein collectively the "Consolidating Districts") without prefercnce to any series of bonds
(except subordinate lien revenue bonds which shall continue to be subordinate to the first lien
Revenue Bonds of the 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

by the Consolidating Districts on a parity with the outstanding first lien Revenue Bonds of the
Consolidating Districts.

ARTICLE EIGHT

FLOW OF FUNDS AND INVESTMENTS

SECTION 8.01. CREATION OF FUNDS. The Series 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 of the District. The Series 2005 Debt
Service Fund shall constitute a trust fund which shall be held in trust by the District for the benefit
of the holders of the 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 income or
increment which may grow out of the System unless derived from contracts with other persons,
including private corporations, municipalities, and political subdivisions which, under the terms of the
authorizing orders, may be pledged for the requirements of the 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 Fund such other income or receipts of the District not otherwise
required to be applied by this Order. The Operating Fund shall be used solely to (i) pay allreasonable
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 Service Fund when needed
to pay the obligations of the District payable therefrom, and (iii) to the extent the balance of the
Series 2005 Debt Service Fund and tax collections available for deposit thereto are sufficient to pay
when due the obligations of the District payable from the Series 2005 Debt Service Fund, to pay any
other lawful expense of the District.

SECTION 8.03 SERIES 2005 CAPITAL PROJECTS FUND. The Series 2005
Capital Projects Fund shall comprise the capital improvements fund of the District. The District shall
deposit to the credit of the Series 2005 Capital Projects Fund the balance of the proceeds of the
Bonds remaining alter 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 1o accomplish such of the 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 of the Bonds deposited in the Series 2005 Capital Projects Fund shall be used for the
purpose for which the Bonds are issued; provided that after completion of the purposes set forth in
Section 3.01 of this Order any interest earnings remaining on hand shall be deposited in the Series
2005 Debt Service Fund.

SECTION 8.04 SECURITY OF FUNDS. Any cash balance in any fund, to the extent
not insured by the Federal Deposit Insurance Corporation or its successor or the Federal Savings and
Loan Insurance Corporation or its successor, shall be continuously secured in the manner provided
by law for the security of funds of counties of the State of Texas.

SECTION 8.05. DEBT SERVICE FUND; TAX LEVY. 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 interest 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, asscssed 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 thercon remain outstanding and
unpaid, there is hereby levied and there shall be annually assessed and collected in due time, form and
manner, and at the same time as other District taxes are assessed, levied and collected, in each year,
beginning with the current year, a continuing, direct annual ad valorem tax upon all taxable property
in the District sufficient to pay the current interest on the Bonds as the same becomes due, full
allowance being made for delinquencies and costs of collection, and said taxes are 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 of the principal and/or Interest Payment Date on the Bonds, the Board
of Directors shall cause the transfer of moneys out of the Series 2005 Debt Service Fund to the
Registrar in an amount not less than that which is sufficient to pay the principal which matures on
such date and the interest which accrues on such date. The District shall pay fees and charges of the
Registrar for its services as paying agent and registrar for the Bonds from the Series 2005 Debt
Service Fund.

SECTION 8.06. INVESTMENTS; EARNINGS. Moneys deposited into the Series
2005 Debt Service Fund, the Operating Fund and the Series 2005 Capital Projects Fund and any other
fund or funds which the District may lawfully create may be invested or reinvested in Authorized
Investments. Allinvestments and any profits realized from and interest accruing on investments made
from any fund may be transferred to the Series 2005 Debt Service Fund. [f 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 which the moneys for such investments were initially taken.
The District 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 will be
disbursed in accordance with this Article.

SECTION 9.02. ACCRUED AND CAPITALIZED INTEREST. Moneys received
from the purchaser of the Bonds representing accrued interest on the Bonds from their date to the
date of their actual delivery shall be deposited into the Series 2005 Debt Scrvice Fund. In addition,
proceeds of the Bonds representing capitalized interest shall be deposited into the Series 2005 Debt
Service Fund.
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SECTION 9.03. CAPITAL PROJECTS FUND. Procecds of the Bonds necessary
to complete the purposes set forth in Section 3.01 herein and to pay the costs of issuance of the
Bonds shall be deposited in the Series 2005 Capital Projects Fund. Any surplus bond proceeds after
completion of the projects authorized in the Commission Order, shall be deposited into the Series
2005 Debt Service Fund or shall be subject to approval by the Commission in accordance with the
Commission rules.

ARTICLE TEN

PROVISIONS CONCERNING FEDERAL INCOME TAX EXCLUSION

SECTION 10.01. COVENANTS REGARDING TAXEXEMPTION 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 of the Bonds as obligations
described in section 103 of the Internal Revenue Code of 1986, as amended (the "Code"), the interest
on which is not includable in the "gross income" of the holder for purposes of federal income
taxation. In furtherance thereof, the District covenants as follows:

(1) to take any action to assure that no more than 10 percent of the proceeds of the
Bonds or the projects financed therewith (less amounts deposited to a reserve fund, if any)
are used for any "private business use," as defined in section 141(b)(6) of the Code or, if more
than 10 percent of the proceeds or the projects financed therewith are so used. such amounts,
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, dircctly 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) of the Code;

(2) to take any action to assure that in the event that the "private business use"
described in subsection (1) hereof exceeds 5 percent of the 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 usc” which is "related" and not
"disproportionate,” within the meaning of section 14 1(b)(3) of the Code, to the governmental
use;

{3) to take any action to assure that no amount which is greater than the lesser of
$5,000,000, or 5 percent of the proceeds of the Bonds (less amounts deposited into a reserve
fund, if any) is directly or indirectly used to finance loans to persons, other than state or local
governmental units, in contravention of section 141(c) of the Code;

{4) to refrain from taking any action which would otherwise result in the Bonds being
treated as "private activity bonds" within the meaning of section 141(b) of the Code;

(5) to refrain from taking any action that would result in the Bonds being "federally
guaranteed" within the meaning of section 149(b) of the Code,
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(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 indirectly, to acquire
investment property (as defined in section 148(b)(2) ofthe Code) which produces a materially
higher yield over the term of the Bonds, other than investment property acquired with --

(A) proceeds of the Bonds invested for a reasonable temporary period of 3
years or less or, in the case of a refunding bond, for a 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 bona fide debt service fund. within the meaning of
section 1. 148-1(b) of the Treasury Regulations, and

(C) amounts deposited in 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 otherwise contravene
the requirements of scction 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
(beginning on the date of delivery of the Bonds) an amount that is at lcast equal to 90 percent
of the "Excess Earnings," within the meaning of section 148(f) of the Code and to pay to the
United States of America, 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 with the above covenant (8), a "Rebate
Fund" is hereby established by the District for the sole benefit of the United States of America, and
such fund shall not be subject to the claim of any other person, including without limitation the
bondholders. The Rebate FFund is established for the additional purpose of compliance with section
148 of the Code.

(c) Proceeds. The District understands that the term "proceeds” includes "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 District that the covenants contained herein are intended to
assure compliance with the Code and any regulations or rulings promulgated by the U.S. Department
of the Treasury pursuant thereto. In the event that regulations or rulings are hereafter promulgated
which modify or expand provisions of the Code, as applicable to the Bonds, the District will not be
required to comply with any covenant contained herein to the extent that such failure to comply, in
the opinion of nationally recognized bond counsel, will not adversely affect the exemption from
federal income taxation of interest on the Bonds under section 103 of the Code. In the event that
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regulations or rulings arc hereafter promulgated which impose additional requirements which are
applicable to the Bonds, the District agrees to comply with the additional requirements to the extent
necessary, in the opinion of nationally recognized 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 District hereby authorizes and directs the President 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 issuance of the Bonds.

(d) Allocation Of, and Limitation On, Expenditures for the Project. The District covenants
to account for the expenditure of sale proceeds and investment eamnings 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 requirements of the Intemal Revenue Code. The District recognizes that in 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 foregoing 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 earlier of (1) the fifth anniversary of the delivery of the
Bonds, or (2) the date the Bonds are retired. The District agrees to obtain the advice of nationally-
recognized bond counsel if such expenditure fails to comply with the foregoing to assure that such
expenditure will not adversely affect the tax-exempt status of the Bonds. For purposes hereof, the
District shalt not be obligated to comply with 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.

(e) Disposition of Project. The District covenants that the property constituting the Project
will 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 will not adversely affect the tax-exempt status of the Bonds. For
purposes of the foregoing, the portion of the property comprising personal property and disposed in
the ordinary course shall not be treated as a transaction resulting in the receipt of cash or other
compensation. For purposes hereof, the District shall not be obligated to comply with this covenant
if it obtains an opinion that such failure to cotnply will not adversely aflect 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 during the calendar
year in which the Bonds are issued, the District (including any subordinatc entities) has not designated
nor will 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 which 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 particularly set
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forth in this Section, in order that the Bonds will not be considered "private activity bonds" within
the meaning of section 141 of the Code.

ARTICLE ELEVEN

ADDITIONAL BONDS AND REFUNDING BONDS

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, maintaining, repairing, improving, or extending the System, or for any other lawful
purpose:

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

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

SECTION 11.02. OTHER BONDS AND OBLIGATIONS. The District further
reserves the right to issue combination unlimited tax and revenue bonds, if authorized by election, and
such other bonds or other obligations as may be lawfully issued by the District including any
obligations issued for special projects or defined areas.

SECTION 11.03. REFUNDING BONDS. The District further reserves the right to
issue refunding bonds in any manner permitted by law to refund the Bonds, and any Outstanding
Bonds, any Additional Bonds, or any other obligations issued by the District, 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 Tcxas, the District covenants and agrees that
in the event of default in payment of principal of or interest on any of the Bonds when 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 obligations
set forth in this Bond Order, the Registered Owners shall be entitled to a writ of mandamus issued
by a court of competent jurisdiction compelling and requiring the District and the officials thereofto
observe and perform the covenants, obligations, or conditions prescribed in this Bond Order. Any
delay or omission to exercise any right or power or be construed to be a waiver 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 IS CONTRACT. 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 of equal rank without preference, priority, or distinction of any Bond over any other, except as
expressly 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 paid, retired and no longer outstanding {(a "Defeased Bond") within the meaning
of this Order, except to the extent provided in subsections (¢) 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 otherwise) either (i} 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 of the 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 principal and interest in 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 District with 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 thereon shall no longer be secured
by, payable from, or entitled 10 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 () shall be deemed a payment of a Bond as
aforesaid when proper notice of redemption of such Bonds shall have been given, in accordance with
this Order. Any moncy so deposited with the Paying Agent/Registrar or commercial bank or trust
company as provided in this Section may at the discretion of the Board of Directors also be invested
in Defeasance Securities, maturing in the amounts and at the times as hereinbefore set forth, and all
income from all Defeasance Securities in possession of the 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 moncy has been so deposited,
shall be turned over to the Board of Directors.
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(c) 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 interest thereon, with respect to which such money or Defeasance Securities
have been so set aside in trust. Until alt Defeased Bonds shall have become due and payable, the
Paying Agent/Registrar shall perform the services of Paying Agent/Registrar for such Defeased Bonds
the same as if they had not been defeased, and the District shall make proper arrangements to provide
and pay for such services as required by this Order.

(d) Notwithstanding anything elsewhere in this Order, if money or Defeasance Securities have
been deposited or set aside with the Paying Agent/Registrar pursuant to this Section for the payment
of Bonds and such Bonds shall not have in fact been actually paid in full, no amendment of the
provisions of this Section shall be made without the consent of the registered owner of each Bond
affected thereby.

(e) Notwithstanding the provisions of subsection (a) immediately above, to the extent that,
upon the defeasance of any Defeased Bond to be paid at its maturity, the District retains the right
under Texas law to later call that Defeased Bond for redemption in accordance with the provisions
of the order authorizing its issuance, the District may call such Defeased Bond for redemption upon
complying with the provisions of Texas law and upon the satisfaction of the provisions of subsection
(a) immediately above with respect to such Defeased Bond as though it was 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

SECTION 14.01.  DISTRICT'S SUCCESSORS AND ASSIGNS. Whenever in this
Bond Order the District is named and referred to, it shall 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 ofthe principal of or interest on the Bonds
or for any claim based thercon or on this Bond Order against any officer or director of the District
or any person executing the Bonds.

SECTION 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 Bonds, all 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 hereunder, or if the Board of Directors of the District determines that a successor
Registrar should be appointed, a successor Registrar shall be selected by the District. Any successor
Registrar shall be either a bank, trust company, financial institution, or other entity duly qualified and
legally authorized to serve and perform the duties as paying agent and registrar for the Bonds.

SECTION 14.04. REGISTRARMAY OWN BONDS. The Registrar, in its individual
or any other capacity, may become the owner or pledgce of the Bonds with the same rights it would
have if it were not Registrar.

SECTION 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, firm, or corporation,
other than the District, the Registrar, and the Registered Owners, 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 provisions contained in 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 newspaper, journal, or other publication,
or for any reason, publication of notice cannot be made meeting any requircments herein established,
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 the judgment ofthe District shall most effectively 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 with the requirements for publication thereof.

SECTION 14.07. SEVERABILITY CLAUSE. Ifany 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 invalid 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, or other part of this Bond Order to any other persons or circumstances
shall not be affected thereby.

SECTION 14.08. ACCOUNTING. The District will keep proper records and accounts
regarding the levy and collection of taxes, which records and accounts will be made available to any
Registered Owner on rcasonable request. Each year while any of the Bonds are outstanding, the
District shall have an audit of its books and accounts by a certified public accountant or firm of
certified public accountants, based on its Fiscal Year, and copies of such audits will be made available
to any Registered Owner upon request.

SECTION 14.09. FURTHER PROCEEDINGS. The President and Secretary of the
Board of Directors and other appropriate officials of the District are hereby authorized and directed
1o 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 arc 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 (S ) plus accrued interest. The Board hereby finds

and determines that the net effective intercst 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 interest rate reported by the "Daily Bond Buyer” in its weekly "Bond
Index" during the one month period preceding , 2005. It is hereby officially found,
determined, and declared that the terms ofthis sale are the most advantageous reasonably obtainable.
The Bonds shall initially be registered in the name of

SECTION15.02. APPROVAL,REGISTRATION, AND DELIVERY. The President
of the Board of Dircctors 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 ofthe Bonds to the Attorney General of the State of Texas for approval and,
following said approval, to submit the Initial Bond to the Comptroller of Public Accounts of the State
of Texas for registration. Upon registration of the Initial Bond, the Comptroller of Public Accounts
(or a deputy designated in writing to act for the Comptroller) shall manually sign the 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 Initial Bond. After the Initial 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 DOCUMENTS AND PAYING
AGENT/REGISTRAR AGREEMENT. A "Notice of Sale and Bidding Instructions”, an "Official
Bid Form", and an "Preliminary Official Statement", dated , 2005, were prepared and
distributed in connection with the sale ofthe Bonds (said documents are hereinatter referred to as the
"Offering Documents”). Said Offering Documents, and any addenda, supplement, or amendment
thereto, are hereby approved by the Board of Directors of the District, and their 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,
National Association, Austin, Texas ("Paying Agent Agreement") in substantially the form and
substance attached hereto as Exhibit "A" is hereby approved and the President or Vice President is
hereby authorized and directed to complete, amend, modify and execute the Paying Agent
Agreement, as necessary and the Secretary or Assistant Sccretary is authorized and directed 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 reviewed, carefully considered, and adopted at a
meeting of the Board, and that a sufficient written notice of the date, hour, place, and subject of this
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 required by law at all times during
which this Bond Order and the subject matter hereofhas been discussed, considered, and acted upon.
The Board of Dircctors further ratifies, approves and confinms such wrilten notice and the contents
and posting thereof.

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

ARTICLE SEVENTEEN

AMENDMENTS

SECTION 17.01. AMENDMENTS. (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 desirable by the District; provided however, that, other than as permitted by subsection
(f) of this Section 17.01, nothing herein contained shall permit or be construed to permit the
amendment, without the consent of the owner 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, interest payment dates or 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 of, redemption premium, if any, or interest on
the outstanding Bonds, or impose any conditions with respect to such payments;

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

(b) Notice of Amendment. Ifat 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 York,
New York, or in the State of Texas. If, because of temporary or permanent suspension of the
publication or general circulation of all such newspapers, journals, or publications, it is impossible or
impractical to publish such notice in the manner provided herein, then such publication in lieu thereof
as shatl be made by the Registrar shall constitute a sufficient publication 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 with, 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 file at the
principal office of the Registrar for inspection by all Registered Owners of Bonds.

(c} Consent to Amendment. Whenever at any time not less than 30 days, and within one
year, from the date of the first publication of said notice or other services of written notice the District
shall receive an instrument or instruments executed by the Registered Owners of at least 51% in
aggregate principal amount of all Bonds then outstanding, which instrument or instruments shalt refer
to the proposed amendment described in said notice and shall specifically consent to and approve such
amendment, the District may adopt the amendatory resolution or order in substantially the same form.

(d) Effect of Amendment. Upon the adoption of any amendatory resolution or order
pursuant to the provisions of this Section, this Bond Order shall be deeined 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 excrcised subject in alt respects to such amendments.

(e) Consent of Registered Owners. Any consent given by a Registered Owners pursuant to
the provisions of this Section shall be irrevocable for a period of six months from the date of the 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 six months from the date of the first giving of such
notice, or by a successor in title. by filing notice thereof with the Registrar and the District, but such
revocation shall not be effective if the Registered Owners of 51% in aggregate principal amount of
the then outstanding Bonds have, prior to the attempted revocation, consented to and approved the
amendment.

(f) Amendments Without Consent. Notwithstanding the provisions of (a) through (f) of this
Section, and without notice of the proposed amendment and without the consent of the Registered
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Owners. The District may, at any time, amend this Bond Order to curc any ambiguity or to cure,
correct, or supplement any defective or inconsistent provision contained therein, or to 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 cxccuted copy of each such amendment shall be filed with the Registrar.

ARTICLE EIGHTEEN

CONTINUING DISCL.OSURE UNDERTAKING

Section 18.01. CONTINUING DISCLOSURE UNDERTAKING. (a) Annual Reports.
The District shall provide annually to each NRMSIR and any SID, within six months after the end
of each fiscal year, financial information and operating data with respect to the District of the general
type described in Exhibit C hercto. Any financial statements so to be provided shall be (1) prepared
in accordance with the accounting principles described 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 District 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, and will provide 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.

[f the District changes its fiscal year, it will notify each NRMSIR and any S1D of the change
(and of the date of the new fiscal year end) prior to the next date by which the District otherwise
would be required to provide financial information and operating data pursuant to this paragraph (a).

The financial information and operating data to be provided pursuant to this paragraph (a)
may be set forth in full one or more docurnents 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 SID or filed with the SEC.

(b) Material Event Notices. The District shall notify any SID and either each NRMSIR or
the MSRB, in a timely manner, of any of the following events with respect to the Bonds, if such event
is material within the meaning of the 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;

L. Defeasances;

J. Release, substitution or sale of property securing repayment of the Bonds; and
K. Rating changes.

The District shall notify any SID and either each NRMSIR or the MSRB, in a timely manner,
of any failure by the District to provide financial information or operating data in accordance with
paragraph (a) of this section by the time required by such paragraph.

{c) Limitations, Disclaimers and Amendments. The District shall be obligated to observe and
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 District in any event will give notice of any deposit made in accordance with Section 13.01 of this
Order that causes Bonds no longer to be outstanding.

The provisions of this section are for the sole benefit of the Holders and beneficial owners of
the Bonds, and nothing in this section, express or implied, shall give any bencfit or any legal or
equitable right, remedy or claim hereunder to any other person. The District undertakes to provide
only the financial information, operating data, financial statements and notices which it has expressly
agreed to provide pursuant to this section and does not hereby undertake to provide any other
information that may be relevant or material to a complete presentation of the District's financial
results, condition or prospects or hereby undertake to update any information provided in accordance
with this section or otherwise, except as expressly provided herein. The District does not make any
represcntation or warranty concerning such information or its usefulness to a decision to invest in or
sell Bonds at any future date.

UNDER NO CIRCUMSTANCES SHALL THE DISTRICT BE LIABLE TO THE
HOLDER OR BENEFICIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN
CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART FROM ANY
BREACH BY THE DISTRICT, WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS
PART, OF ANY COVENANT SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND
REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT, FOR OR ON ACCOUNT OF
ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION FORMANDAMUS OR SPECIFIC
PERFORMANCE.
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No default by the District in observing or performing its obligations under this section shall
comprise a breach of or default under the Order for purposes of any other provision of this Order.

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

The provisions of this section may be amended by the District from time to time to adapt to
changed circumstances that arisc from a change in legal requirements, a change in law or a change
in the identity, nature, status or type of operations of the District, but only if (1) the provisions of this
section, as so amended, would have permitted an underwriter to purchase or sell Bonds in the primary
offering of the Bonds in compliance with the Rule, taking into account any amendments or
interpretations of the Rule 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 Qutstanding Bonds consent
to such amendment or (b) a person that is unaffiliated with the District (such as nationally recognized
bond counsel} determined that such amendment will not materially impair the interest ofthe Holders
and beneficial owners of the Bonds. Ifthe District so amends the provisions of this section, it shall
include with any amended financial information or operating data next provided in accordance with
paragraph (a) of this section an explanation, in narrative form, of the reason for the amendment and
of the impact of any change in the type of financial information or operating data so provided. The
District may also amend or repeal the provisions of this continuing disclosurc agreement if the SEC
amends or repeals the applicable provision of the Rule 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 of this
sentence would not prevent an underwriter from lawfully purchasing or selling Bonds in the primary
offering of the Bonds.

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

"MSRB" mcans the Municipal Securities Rulemaking Board.

"NRMSIR" means cach person whom the SEC or its staff has determined to be a nationally
rccognized municipal securities information repository within the meaning of the Rule from time to
time.

"Rule” means SEC Rule 15¢2-12, as amended from time to time.

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

"SID" means any person designated by the State of Texas or an authorized depariment,

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.
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ARTICLE NINETEEN

OTHER ACTIONS

SECTION 19.01. OTHER ACTIONS. The President or Vice President and Secretary of
the Board of Directors of the District, and all other officers, employees and agents of the District, 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 performn all such acts and things and to execute, acknowledge 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 of the Bonds and the Official Statement.

Y
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EXHIBIT "A"

PAYING AGENT/REGISTRAR AGREEMENT
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EXHIBIT "B"

CONTINUING DISCLOSURE

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

2, See Appendix A in the Official Statement.

Accounting Principles

The accounting and reporting policies of the District relating to the funds and account groups
willconformto generally accepted accounting principles (GAAP) as applied to governmental entities.
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Draft Dated
4/12/05

OFFICIAL NOTICE OF SALE

$3,000,000.00

MOORE’S CROSSING MUNICIPAL UTILITY DISTRICT
(A Political Subdivision of the State of Texas Located In Travis County, Texas)

UNLIMITED TAX BONDS, SERIES 2005

Bids due : Thursday, May 19, 2005 at 11:00, AM, C.D.S.T..
Award Expected 12:00 Noon

The Bonds are obligations solely of Moore’s Crossing Municipal Utility District and are not obligations of the City of Austin,
Texas; Travis County, Texas; the State of Texas, or any entity other than the District.

THE DISTRICT IS EXPECTED TO DESIGNATE THE BONDS AS "QUALIFIED TAX-EXEMPT OBLIGATIONS" FOR
FINANCIAL INSTITUTIONS.

THE SALE

Bonds Offered for Sale at Competitive Bidding . . . Moore’s Crossing Municipal Utility District {the "District") is offering
for sale $3,000,000 Unlimited Tax Bonds, Series 2005 (the "Bonds"). Bids may be submitted by either of three alternative
procedures: (1) sealed, written bids; (2) electronic bids; or (3) bids by facsimile. Prospective bidders may select one of the
three alternative bidding procedures in their sole discretion. Neither the District nor its Financial Advisor, Southwest
Securities, assumes any responsibility or liability for a prospective bidding procedure.

The District and Southwest Securities assume no responsibility or liability with respect to any irregularities associated with the
submission of electronic bids.

Southwest Securities will not be responsible for submitting any bids received after the deadline. For the purpose of
determining compliance with any and all time deadlines set forth in this Official Notice of Sale, for all alternative bidding
procedures, the official time shall be the time maintained only by the Parity Electronic Bid Submission System ("PARITY").

Procedure Number 1: Sealed, Written Bids Delivered In Person. . .Sealed bids, plainly marked "Bid for Bonds,"” should be
addressed to the "Board of Directors of Moore’s Crossing Municipal Utility District”, and if delivered in person, delivered to
Cheryl Allen, Southwest Securities, 701 Brazos Street, Suite 400, Austin, Texas 78701, by 11:00 AM, C.D.S.T.., on the date
of the bid opening. All bids must be submitted on the "Official Bid Form" without alteration or interlineations. Copies of the
Official Bid Form accompany the Preliminary Official Statement.

Procedure Number 2: Electronic Bidding Procedures. . .Any prospective bidder that intends to submit an electronic bid
must submit its electronic bid through the facilities of PARITY between 10:00 AM, C.D.S.T.. and 11:00 AM, C.D.S.T.., cn the
date of the bid opening. Bj 1 mit SIGNED ial Bid Forms prior to 11:00 AM, CD.ST.. on Thursday,
May 19, 2005, to Cheryl Allen, Southwest Securities, 701 Brazos Street, Suite 400, Austin, Texas 78701.

Subscription to the i-Deal LLC’s BIDCOMP Competitive Bidding System is required in order to submit an electronic bid
through PARITY. Further information about PARITY, including any fee charged, may be obtained from Dalcomp/Parity, 395
Hudson Street, New York, New York 10014, attention: Jennifer Emery (212) 806-8304.

The District will neither confirm any subscription nor be responsible for the failure of any prospective bidder to subscribe to
cither bidding system.

An electronic bid made through the facilities of PARITY shall be deemed an irrevocable offer to purchase the Bonds on the
terms provided in this Official Notice of Sale, and shall be binding upon the bidder as if made by a signed, sealed bid delivered
to the District. Neither Southwest Securities nor the District shall be responsible for any malfunction or mistake made by, or as
& result of the use of the facilities of PARITY, the use of such facilities being the sole risk of the prospective bidder.
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All electronic bids shall be deemed to Incorporate the provisions of this Offictal Notice of Sale and the Official Bid
Form. If any provisions of this Official Notlce of Sale shall conflict with Information provided by PARITY as the
approved provider of electronic bidding services, this Officlal Notice of Sale shall control.

For information purposes only, bidders are requested to state in their electronic bids the true interest cost to the District, as
described under “Basis of Award” below.

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

Procedure Number 3: Blds by Facsimile . . . Bidders that choose to exercise the facsimile bidding options MUST SUBMIT
SIGNED Official Bid Forms prior to 11:00 AM, C.D.S.T.. on Thursday, May 19, 2005, to Cheryl Allen, Southwest Securities,
701 Brazos Street, Suite 400, Austin, Texas 78701 and submit their bid by facsimile on the date of the sale prior to such time,
Any bids received by facsimile will be attached to the signed Official Bid Form previously submitted.

Facsimile bids to the attention of Cheryl Allen will be accepted at (512) 320-5865, between 10:00 AM and 11:00 AM,
C.D.S.T. on: Thursday, May 19, 2005.

The District and Southwest Securities are not responsible if such facsimile number is busy or malfunctioning which prevents a
bid or bids from being submitted on a timely basis. The District and Southwest Securities will not be responsible for
submitting any bids received after the above deadllnes. The District and Southwest Securities assume no responsibility or
liability with respect to any irregularities associated with the submission of bids if the facsimile bid options are exercised.

Place and Time of Bid Award ... The Board will award the sale of the Bonds at the designated meeting place outside the
boundaries of the District, Armbrust & Brown, L.L.P., 100 Congress Avenue, Suite 1300, Austin, Texas at 12:00 Noon.,
C.D.S.T.. Any bid received after 11:00 A.M. will not be accepted by the Board.

Award of Bonds . . . The District will take action to award the Bonds or reject all bids upon receiving bids. Upon awarding
the Bonds, the District will also adopt the order authorizing issuance of the Bonds (the "Bond Order") and will approve the
Official Statement, which will be an amended form of the Preliminary Official Statement. Sale of the Bonds will be made
subject to the terms, conditions and provisions of the Bond Order to which Bond Order reference is hereby made for all
purposes. The District reserves the right to reject any and all bids and to waive any and all irregularities except time of filing.

Withdrawal of the Blds . . . Any bid may be withdrawn by an suthorized representative of the bidder at any time prior to the
time set for receipt of bids. Thereafter, all bids shall remain firm for three hours after the time for receipt of the bids. The
award of or rejection of bids will occur within this time period.

Extension of Sale Date . . .The District reserves the right to extend the date and/or time for the receipt of bids by giving
notice, by Bond Buyer Wire Service, and by posting a notice at the place established for receipt of bids, not later than 3:00
PM, C.D.S.T., on Wednesday, May 18, 2005, of the new date and time for receipt of bids. Such notice shall be considered an
amendment to this Official Notice of Sale,

THE BONDS

Description of Bonds . . . Interest on the Bonds will accrue from June 1, 2005 and is payable September 1, 2005 and each
March 1 and September 1 thereafter until the earlier of maturity or redemption, and will be calculated on the basis of a 360-day
year of twelve 30-day months. The Bonds will be issued in fully registered form only, without coupons, in denominations of
$5,000 or any integral multiple thereof, and when issued, will be registered in the name of Cede & Co., a5 registered owner
and nominee for The Depository Trust Company (“DTC”), New York, New York, acting as securities depository for the
Bonds until DTC resigns or is discharged. The Bonds initially will be available to purchasers in beok-entry form only. So long
as Cede & Co., as the nomince of DTC, is the registered owner of the Bonds, principal of and interest on the Bonds will be
payable by the paying agent to DTC, which will be solely responsible for making such payment to the beneficial owners of the
Bonds, The initial paying agent/registrar for the Bonds is Wells Fargo Bank, NA (the “Paying Agent”). The Bonds mature
serially on September | in the years and amounts shown below,
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Principal Year of Principal Year of

mount Maturity mount Maturity
60,000 2005 120,000 2017+
65,000 2006 125,000 2018+
70,000 2007 135,000 2019
75,000 2008 140,000 2020*
80,000 2009 150,000 2021*
85,000 2010* 155,000 2022+
$0,000 2011 165,000 2023+
$0,000 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 redeem prior to maturity those Bonds maturing on September ! in each of the years 2010
through 2028, both inclusive, in whole or from time to time in part on September 1, 2009, or any date thereafter, in integral
multiples of $5,000 at a price of par plus sccrued interest from the most recent interest payment date to the date fixed for
redemption. If less than all of the Bonds are to be redeemed, the particular Bonds thereof shall be selected and designated by
the District, and if Jess than all of the Bonds within a maturity are redeemed, the particular Bonds or portions thercof to be
redeemed shall be selected by the Paying Agent by lot.

Bldders have the right to deslonate one or more maturity dates for the Bonds on or after September 1, 2024 as gerinl or

terme bonds; bowever, no more than three dates can be desirnated as maturity dates for term bonds, No maturity of any
serial bond shall be scheduled to occur on or after the date of the first sinking fund installment on any term bond. No sinking

fund installment with respect to any term bond shall be due on or prior to the date of the final maturity of any earlier maturity
term bond. The amount of term bonds, if any, maturing on each maturity date shall be equal the sum of (1) the installment
specified above for such maturity date and (ii) the installments specified above preceding such date (and subsequent to any
carlier final maturity date of another specified term bond, and the term bonds of such maturity shall be retired utilizing such
instaliments and sinking fund installments at par plus accrued interest). If and to the extent the successful bidder specifies for
the bonds a maturity date or dates of September 1, 2024 and consecutive subsequent years, the District will issue such bonds as
serial bonds maturing on such date or dates in amounts in accordance with the foregoing respective schedules. The balance of
such bonds, if any, shall be issued as term bonds as designated by the successful bidder. :

Successor Paylng Agents . . . The Paying Agent may be removed from its duties as Paying Agent with or without cause by
action of the Board of Directors of the District upon thirty (30) days notice to be effective at such time which will not disrupt
orderly payment on the next principal or interest payment date, but no such removal shall become effective until a successor
Paying Agent has accepted the duties of the Paying Agent by written instrument. Every Paying Agent appointed by the Board
of Directors must be a competent and legally qualified bank, trust company, financial institution or other agency qualified to
act as and perform the services as Paying Agent.

Source of Payment . . . The Bonds, when issued, will constitute valid and binding obligations of the District payable as to
principal and interest from the proceeds of a continuing, direct, annual ad valorem tax levied against taxable property located
within the District, without legal limitation as to rate or emount.

Book-Entry-Only System . . .The District intends to utilize the Book-Entry-Only System of DTC. See “Book-Entry-Only
System” in the Preliminary Official Statement.

Other Terms and Covenants . ., Other terms of the Bonds and various covenants of the District contained in the Bond Order
under which the Bonds are to be issued are described in the Preliminary Official Statement, to which reference is made for all

purposes,

Municlpat Bond Rating and Insurance ... No application has been made to & rating service, nor is it expected that the
District would have been successful in obtaining an investment grade rating had such application been made. In addition, no
application has been made to qualify the Bonds for bond insurance.
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CONDITIONS OF SALE

Types of Bids and Interest Rates . . . The Bonds will be sold in one block, all or none, and no bid of less than 97% of par
value plus accrued interest to the date of delivery will be considered. Bidders must specify the rate or rates of interest the
Bonds will bear, but no bid which results in a net effective interest rate as defined by Chapter 1204, Government Code, as
amended (the IBA method), of more than 5.95% will be considered. The difference between the highest interest rate bid and
the lowest interest rate bid shall not exceed 2%. Interest rates must be in multiples of 1/8th or 1/20th of 1%. Any number of
interest rates and rate changes may be named, but graduating or declining interest rates within a maturity, split interest rates
within a maturity, or supplemental or zero interest rmtes will not be acceptable.

Basis of Award . . . For the purpose of awarding sale of the Bonds, the total interest cost of each bid will be computed by
determining, at the rate or rates specified, the total dollar value of all interest on the Bonds from the date thereof to their
respective maturities and adding thereto the dollar 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 or all bids, the Bonds will be awarded to the bidder whose bid, based on
the above computation, produces the lowest interest cost to the District. In the event of mathematical discrepancies between
the interest rates and the interest cost determined therefrom, as both eppear on the "Official Bid Form,” the bid will be
determined solely from the interest rates shown on the "Official Bid Form."

Good Faith Deposit . . . Each bid must be accompanied by a Bank cashier's check payable to the order of "Moore’s Crossing
Municipal Utility District” in the amount of $60,000 which is 2% of the par value of the Bonds. The check will be considered
as & Good Faith Deposit, and the check of the successful bidder {the "Initial Purchaser") will be retained uncashed by the
District until the Bonds are delivered. Upon payment for and delivery of the Bonds, the Good Faith Deposit will be returned to
the Initial Purchaser uncashed. If the Initial Purchaser should fail or refuse to make payment for or accept delivery of the
Bonds in accordance with its bid, then the check will be cashed and accepted by the District as full and complete liquidated
damages. Such check may accompany the Official Bid Form or it may be submitted separately. If submitted separately, it
shall be made available to the District prior to the opening of the bids and shall be accompanied by instructions from the bank
on which it is drawn which autherize its use as a Good Faith Deposit. The checks of the unsuccessful bidders will be returned
immediately after bids are opened and sale of the Bonds has been awarded.

Financial Advisor's Reservation of Rights . . . The District's financial advisor, Southwest Securities, has requested the right
to bid on the Bonds, and the District has given its consent.

OFFICIAL STATEMENT

By accepting the winning bid, the District agrees to the following representations and covenants to assist the Initial Purchaser
in complying with Rule 15¢2-12 of the Securities and Exchange Commission ("SEC").

Fina! Official Statement , , . The District has prepared the accompanying Preliminary Official Statement for dissemination to
potential purchasers of the Bonds, but will not prepare any other document or version for such purpose except as described
below. The District will be responsible for completing the Official Statement by inserting the interest rates bid, the purchase
price bid, the ratings assigned to the Bonds (if not currently included) if applicable, the purchase of municipal bond insurance,
if any, the initial public offering yiclds as set forth in the Official Bid Form, or otherwise supplied by the Initial Purchaser, and
for preparing and inserting the final debt service schedule. The District does not intend to amend or supplement the Official
Statement otherwise, except to take into account certain subsequent events, if any, as described below. Accordingly, the
District deems the accompanying Preliminary Official Statement to be final as of its date, within the meaning of SEC Rule
15¢2-12(b)(1), except for the omission of the foregoing items. By delivering the final Official Statement or any amendment or
supplement thereto in the requested quantity to the Initial Purchaser on or after the sale date, the District represents the same to
be complete as of such date, within the meaning of SEC Rule 15¢c2-12{(e)3). Notwithstanding the foregoing, the only
representations concerning the absence of material misstaternents or omissions from the Official Statement which are or will be
made by the District are those described in the Official Statement under "OFFICIAL STATEMENT - Certification as to
Official Statement.”

Changes to Officlal Statement During Underwriting Perdod. . . If, subsequent to the date of the Official Statement to and
including the date the Initial Purchaser is no longer required to provide an Official Statement to potential customers who
request the same pursuant to 15¢2-12 of the Federal Securities Exchange Act of 1934 (the “Rule™) (the earlier of (i) 90 days
from the “end of the underwriting period” (as defined in the Rule) and (ji) the time when the Official Statement is available to
any person from a nationally recognized repository but in no case less than 25 days after the “end of the underwriting period”,
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the District learns or is notified by the Initil Purchaser of any adverse event which causes any of the key representations in the
Official Statement to be materially misleading, the District will promptly prepare and supply to the Initial Purchaser a
supplement 1o the Official Statement which corrects such representation to the reasonable satisfaction of the Initial Purchaser,
unless the Initial Purchaser ¢lects lo terminate its obligation 1o purchase the Bonds 83 described below. See "DELIVERY OF
THE BONDS AND ACCOMPANYING DOCUMENTS - Delivery." The obligation of the District to update or change the
Official Statement will terminate when the District delivers the Bonds to the Initial Purchaser (the “end of the underwriting
period” within the meaning of the Rule), unless the Initial Purchaser provides written notice to the District that Jess than all of
the Bonds have been 80ld to ultimate customers on or before such date, in which case the obligation to update or change the
Official Statement will extend for an additional period of time of 25 days after all of the Bonds have been sold to ultimate
customers. In the event the Initial Purchaser provides writien notice to the District that less than all of the Bonds have been
sold to ultimate customers, the Initial Purchaser agrees to notify the District in writing following the occurrence of the “end of
the underwriting period” es defined in the Rule.

Delivery of Official Statements . . . The District will furnish to the Initial Purchaser (and to each other participating
underwriter of the Bonds, within the meaning of SEC Rule [5¢2-12(a), designated by the Initial Purchaser), within seven (73
business days after the sale date, the aggregate number of Official Statements requested but not in excess of 250 copies. The
District will also furnish to the Initial Purchaser a like number of any supplement or amendment prepared by the District for
dissemination io potential purchasers of the Bonds as described above in “OFFICIAL STATEMENT - Changes to Official
Statement During Underwriting Period” as well as such additional copies of the Official Statement or any supplement or
amendment as the Initial Purchaser may request prior to the 25th day after the “end of the underwriting period” within the
meaning of the Rule. The District will pay the expense of preparing up to 250 copies of the Official Statement and all copies
of any supplement or amendment issued on or before the defivery date, but the Initial Purchaser must pay for all other copies
of the Officiaj Statement or sny supplement or amendment thereto.

Rule G-36 Requirements , . . It is the responsibility of the Initial Purchaser to comply with the Municipal Securities Rule
Making Board's Rule (-36 within the required time frame. The Initial Purchaser must send two copies of the "Official
Statement" along with two complete Form G-36's to the appropriate address.

DELIVERY OF THE BONDS AND ACCOMPANYING DOCUMENTS

Delivery . . . The Bonds will be tendered to the Initial Purchaser as a single typewritten, photocopied or otherwise reproduced
bond for each maturity in fully registered form in the aggregate principal amount of $3,000,000 payable to the Initial Purchaser
or its representative as designated in the Official Bid Form, manually signed by the President and Secretary of the Board of
Directors, or executed by the facsimile signatures of the President and Secretary of the Board of Directors, and approved by
the Attorney General of the State of Texas and registered and manually signed by the Comptroller of Public Accounts of the
State of Texas. Initial delivery will be at the designated office for payment of the Paying Agent in Austin, Texas, Payment for
the Bonds must be made in immediately available funds for unconditional eredit to the District, or as otherwise directed by the
District. The Initial Purchaser will be given six business days' notice of the time fixed for delivery of the Bonds. It is
enticipated that initial delivery can be made on or about June 8, 2005, and it is understood and agreed that the Initial Purchaser
will sccept delivery and make payment for the Bonds not later than 10:00 AM., CD.S.T.., on June 8, 2005, or thereafter on
the date the Bonds are tendered for delivery up to and including July 8, 2005. If for any reason the District is unable to make
delivery on or before July 8, 2005, then the District shall immediately contact the Initial Purchaser and offer to allow the Initial
Purchaser to extend his offer for an additional 30 days. If the Initial Purchaser does not elect to extend their offer within five
business days thereafier, then the Good Faith Deposit will be returned, and both the District and the Initial Purchaser shall be
relieved of any further obligation.

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

CUSIP Numbers . . , It is anticipated that CUSIP identification numbers will be printed or otherwise reproduced on the

Bonds, but neither the failure to print such numbers on any Bond nor any error with respect thereto shall constitute cause for s
failure or refsal by the Initial Purchaser to accept delivery of and pay for the Bonds in accordance with the terms of this
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Notice of Sale and the terms of the Official Bid Form. All expenses in relation to the printing of CUSIP numbers on the Bonds
shall be paid by the District. However, the CUSIP Service Bureau's charge for the assignment of the numbers shall be the
responsibility of and shall be paid for by the Initial Purchaser.

Conditions to Delivery . . . The obligation of the Initial Purchaser to take up and pay for the Bonds is subject to the Initial
Purchaser's receipt of the legal opinion of the Attorney General of Texas and the legal opinion of McCall, Parkhurst & Horton
L.L.P., Austin, Texas, Bond Counsel for the District ("Bond Counsel™), the no-litigation certificate, all described below, and
the non-occurrence of the events described below under "No Material Adverse Change." In addition, if the District fails to
comply with its obligations under "GENERAL MATTERS RELATED TO THE OFFICIAL STATEMENT" above, the Initial
Purchaser may terminate its contract to purchase the Bonds by delivering written notice to the District within five days
thereafter.

Legal Optnlons . . . The District will furnish the Initial Purchaser a transcript of certain proceedings held incident to the
authorization and issuance of the Bonds, including a certified copy or original of the approving opinion of the Attomey
General of Texas, as recorded in the Bond Register of the Comptroller of Public Accounts of the State of Texas, to the effect
that the Bonds are valid and binding cbligations of the District, payable from the proceeds of an annual ad valorem tax levied,
without limit as to rate or amount, upon all taxable property within the District. The District also will furnish the legal opinion
of McCall, Parkhurst & Horton L.L.P. Bond Counsel, to the effect that, based upon an examination of such transcript, (1) the
Bonds are valid and legally binding obligations of the District payable from the sources and enforceable in accordance with the
terms and conditions described therein, except to the extent that the enforceability thereof may be affected by bankruptcy,
insolvency, reorganization, moratorium, or other similar laws affecting creditors' rights or the exercise of judicial discretion in
accordance with general principles of equity, (2) the Bonds are payable, both as to principal and interest, from the levy of ad
valorem taxes, without limitation as to rate or amount, against taxable property within the District, and (3) pursuant to the
Internal Revenue Code of 1986, (the "Code™) then in effect and existing regulations, published rulings, and court decisions
thereunder and assuming continuing compliance by the District with the provisions of the Bond Order, the interest on the
Bonds is excludable from the gross income, and will not be subject to the slternative minimum tax on individuals for federal
income tax purposes. The statutes, regulations, rulings, and court decisions on which such opinion is based are subject to
change. Neither the opinion of the Attorney General nor the opinion of Bond Counsel will express any opinion or make any
comment with respect to the sufficiency of the security for or the marketability of the Bonds.

Certification of Issue Price . . . In order to provide the District with information required to enable it to comply with certain
conditions of the Internal Revenue Code of 1986 relating to the exemption of interest on the Bonds from the gross income of
their owners, the Initial Purchaser will be required to complete, execute, and deliver to the District (on or before the date of
delivery of the Bonds) a certification as to the "issue price” of the Bonds substantially in the form accompanying this "Notice
of Sale” of the Bonds. In the event the successful bidder will not re-offer the Bonds for sale or is unable to sell a substantial
amount of the Bonds of any maturity by the date of detivery, such certificate may be modified in 8 manner approved by the
District and Bond Counsel. Each bidder, by submitting its bid, agrees to complete, execute, and deliver such a certificate by
the date of delivery of the Bonds, if its bid is accepted by the District, It will be the responsibility of the Initial Purchaser to
institute such syndicate reporting requirements, to make such investigation, or otherwise to ascertain the facts necessary to
cnable it to make such certification with reasonable certainty. Any guestions concerning such certification should be directed
to Bond Counsel. In no event will the District fail to deliver the Bonds as a result of the Initial Purchaser's inability to sell a
substantial amount of the Bonds at 8 particular price prior to delivery.

Qualified Tax-Exempt Obligations for Financial Institutions . . . Section 265(a) of the Code provides, in pertinent part, that
interest paid or incurred by a taxpayer, including & "finencial institution, on indebtedness incurred or continued to purchase or
carry tax-exempt obligations is not deductible by such taxpayer in determining taxable income. Section 265(b) of the Code
provides an exception to the disallowance of such deduction for any interest expense paid or incurred on indebtedness of &
taxpayer which is a "financial institution" allocable to tax-exempt obligations, other than "private activity bonds,” which are
designated by an "qualified small issuer” as "qualified tax-exempt obligations.” A "qualified small issuer" is any 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 institution" as referring to any corporation described
in section 585(a)(2) of the Code, or any person accepting deposits from the public in the ordinary course of such person's trade
or business which is subject to federal or state supervision as a financial institution.

The District expects to designate the Bonds as "qualified tax-exempt obligations" within the meaning of section 265(b) of the

Code. In furtherance of that designation, the District will covenant to take such action which would assure or to refrain from
such action which would adversely affect the treatment of the Bonds as "qualified tax-exempt obligations." Potential
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purchasers should be aware that if the issue price to the public (or, in the case of discount bonds, the amount payable at
maturity) exceeds $10,000,000, then such obligations might fail to satisfy the $10,000,000 limitation and the obligations would
not be "qualified tax-exempt obligations."

No Material Adverse Change . . . The obligations of the District to deliver the Bonds and of the Initial Purchaser to accept
delivery of and pay for the Bonds are subject to the condition that at the time of delivery of and receipt of payment for the
Bonds, there shall have been no material adverse change in the condition of the District from those set forth in or contemplated
by the "Preliminary Official Statement" as it may have been supplemented or amended through the date of sale.

No-Litigation Certificate . . . On the date of delivery of the Bonds to the Initial Purchaser, the District will deliver to the
Initial Purchaser a certificate, as of the same date, to the effect that to the best of the District's knowledge no litigation of any
nature is pending or, to the best of the certifying officers’ knowledge or belief, threatened against the District, contesting or
affecting the Bonds; restraining or enjoining the authorization, execution, or delivery of the Bonds; affecting the provision
made for the payment of or security for the Bonds; in any manner questioning the authority or proceedings for the issuance,
execution or delivery of the Bonds; or affecting the validity of the Bonds or the title of the present officers and directors of the
District.

CONTINUING DISCLOSURE

The District will agree in the Bond Order to provide certain periodic information and notices of material events in accordance
with the Rule, as described in the Preliminary Official Statement under "CONTINUING DISCLOSURE OF
INFORMATION." The Initial Purchaser’s obligation to accept end pay for the Bonds is conditioned upon delivery to the
Initial Purchaser(s) or its (their) agent of a certified copy of the Bond Order containing the agreement under such heading.

GENERAL CONSIDERATIONS

Future Registration . . . The Bonds are transferred, registered and exchanged only on the registration books of the Paying
Agent, and such registration shall be at the expense of the District though the District or Paying Agent may require payment by
an owner of the Bonds requesting a transfer or exchange of Bonds of a sum sufficient to cover any tax or other governmental
charge that may be imposed in connection with any transfer or exchange of sny Bond. A Bond may be transferred or
exchanged upon surrender to the Paying Agent accompanied by a written instrument of transfer acceptable to the Paying Agent
duly executed by the registered owner thereof or his attorney duly authorized in writing. Upon surrender for transfer of any
Bond to the Paying Agent, the District shall execute and the Paying Agent shall suthenticate and deliver, in the name of the
designated transferee or transferees, one or more new Bonds of the same stated maturity and of any authorized denomination,
and of a like aggregate principal amount.

Record Date . . . The record date ("Record Date”) for the interest payable on any interest payment date means the close of
business on the fifteen (15%) calendar day of the month (whether or not a business day) next preceding such interest payment
date.

Record Date for Bonds to be Redeemed . . , Neither the District nor the Paying Agent shall be required (i) to issue, transfer,
or exchange any Bond during the period commencing with the close of business on any Record Date and ending with the
opening of business on the next following principal or interest 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) calendar days prior to its
redemption date.

Risk Factors . . . The Bonds involve certain investment considerations and all prospective bidders are urged to examine
carefully the Preliminary Official Statement with respect to the investment considerations associated with the Bonds.
Particular attention should be given to the information set forth therein under the caption "RISK FACTORS."

Rating . . . In connection with the sale of the Bonds, the District has not made application for a rating on the Bonds, nor is it
anticipated that an investment grade rating would have been obtained had an application been made,

Reservation of Rights . . . The District reserves the right to reject any and all bids and to waive any and all irregularities,
except time of filing.
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Not an Offer to Sell . . . This Official Notice of Sale does not alone constitute an offer to sell the Bonds but is merely notice of
sale of the Bonds. The invitation for bids on the Bonds is being made by means of this Official Notice of Sale, the Preliminary
Official Statement and the Official Bid Form.

Registration and Qualification Under Securities Laws . . . The offer and sale of the Bonds have not been registered or
qualified under the Securities Act of 1933, as amended, in reliance upon the exemptions provided thereunder; the Bonds have
not been registered or qualified under the Securities Act of Texas in reliance upon various exemptions contained therein; nor
have the Bonds been registered or qualified under the securities laws of any other jurisdiction. The District assumes no
responsibility for registration or qualification of the Bonds under the securities laws of any jurisdiction in which the Bonds
may be sold, assigned, pledged, hypothecated or otherwise transferred. This disclaimer of responsibility for registration or
qualification for sale or other disposition of the Bonds shall not be construed as an interpretation of any kind with regard to the
availability of any exemption from securities registration or qualification provisions.

By submission of a bid, the Initial Purchaser represents that its sale of the Bonds in states other than Texas will be made only
pursuant to exemptions from registration or qualification or, where necessary, the Initial Purchaser will register and qualify the
Bonds in accordance with the securities laws of any jurisdiction which so requires. The District agrees to cooperate, at the
Initial Purchaser's written request and expense, in registering or qualifying the Bonds, or in obtaining exemption from
registration or qualification, in any state where such action is necessary, provided that the District shall not be required to file a
genenal or special consent to service of process in any jurisdiction.

Coples of Documents . . . Copies of the Official Notice of Sale, the Preliminary Official Statement, 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 Street, Suite 400, Austin, Texas 78701, Financial Advisor to the District.

Charles H. Scott, President
Board of Directors

April 14, 2005
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OFFICIAL BID FORM

President and Board of Directors

Moore’s Crossing Municipal
Utility District

100 Congress Avenue, Suite 1300

Austin, Texas 78701

Directors:

We have read in detail the Official Notice of Sale and Preliminary Official Statement of Moore's Crossing Municipal Utility
District (the "District”) relating to its $3,000,000 Unlimited Tax Bonds, Series 2005 (the "Bonds"), which by reference are
made a part hereof. We recognize the special risk factors involved in these securities, and have made such inspections and
investigations as we deem necessary in order to cvaluate the investment quality of the Bonds. Accordingly, we offer to
purchase the District's legally issued Bonds, upon the terms and conditions set forth in the Bond Order, the Official Notice of
Sale and the Preliminary Official Statement, for a cash price of § {which represents

% of par value) plus accrued interest to the date of delivery of the Bonds to us, provided such Bonds mature

September 1 and bear interest in each year at the following mates:

Maturity Principal Maturity Principal
{September 1} Amount Interest Rate  (September 1) Amount Interest Rate
2005 $ 60,000 % 2017+ $ 120,000 Y%
2006 65,000 % 2018* 125,000 %
2007 70,000 % 2019+ 135,000 %
2008 75,000 % 2020* 140,000 %
2009 80,000 % 2021* 150,000 %
2010* 85,000 % 2022+ 155,000 %
2011* 90,000 % 2023+ 165,000 %
2012+ 90,000 % 2024* 175,000 %
2013* 95,000 % 2025+ 185,000 %
2014* 100,000 % 2026* 195,000 %
2015+ 110,000 % 2027+ 205,000 %
2016* 115,000 % 2028+ 215,000 %

*  The District reserves the right to redeem, prior to maturity, those Bonds maturing September | of each of the years
2010 through 2028, both inclusive, in whole or from time to time in part on September 1, 2009 and on any date
thereafier at a price of par plus accrued interest from the most recent interest payment date to the date fixed for

redemption.

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

Total Interest COSL.......vivireris it niinsc e e sessanasas s
Plus: Cash DiSCOUNL ..o mimsimcmsissssnsnssnsnsissssnsiosenerosmmssnssenis $
Net Interest Cost ... L
Net Effective Interest Rate ...........ccrnvienmmmriismncinsmmesmranan %

The mandatory sinking fund installments checked above, if any, shall be applied for the redemption of term bonds maturing as
follows:
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Term Bond  Year of First Princlpal

Maturity Date Mandatory Amount of Interest
September 1 Redemption Term Bond Rate
%
%
The initial Bonds shall be registered in the name of (syndicate manager). We will advise the

designated office for payment of Wells Fargo Bank NA, Austin, Texas, (the "Paying Agent"), on forms to be provided by the
Paying Agent, of cur registration instructions at least five business days prior to the date set for initial delivery of Bonds on the
closing date. We will not ask the Paying Agent to accept any registration instructions after the five day period for delivery of
Bonds on the closing date.

Cashier's Check No. , issued by Bank, , Texas and payable to your order in the
amount of $60,000 (is attached hereto) (has been made available to you prior to the opening of this bid) as the Good Faith
Deposit for disposition in accordance with the terms and conditions set forth in the Official Notice of Sale. Should we fail or
refuse to make payment for the Bonds in accordance with the terms and conditions of such Official Notice of Sale, such check
shall be cashed and the proceeds retained as complete liquidated damages against us. We hereby represent that sale of the
Bonds in states other than Texas will be made only pursuant to exemptions from registration or qualification and that, where
necessary, we will register or qualify the Bonds in accordance with the securities laws of the states in which the Bonds are
offered or sold.

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

Respectfully submitted,
(Syndicate members, if any)

By:

Authorized Representative
Phone Number:
ACCEPTANCE CLAUSE
The above and foregoing bid is hereby accepted by Moore’s Crossing Municipal Utility District this day of
2005,

ATTEST:
Secretary, Board of Directors President, Board of Directors
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Interest Accrues From: June 1, 2005

!gar
2005

2006
2007
2008
2009
2010
2011

2012
2013
2014
2015
2016
2017
2018

2019

2020
2021

2022
2023

2024
2023

2026
2027
2028

Amount Bond Years
60,000 15.0000
65,000 81.2500
70,000 157.5000
75,000 243.7500
80,000 340.0000
85,000 446.2500
90,000 562.5000
90,000 652.5000
95,000 783.7500
100,000 $25.0000
110,000 1,127.5000
115,000 1,293.7500
120,000 1,470.0000
125,000 1,656.2500
135,000 1,923.7500
140,000 2,135.0000
150,000 2,437.5000
155,000 2,673.7500
165,000 3,011.2500
175,000 3,368.7500
185,000 3,746.2500
195,000 4,143,7500
205,000 4,561.2500
215,000 4,998.7500
Total Bond Years; 4275500
Average Maturity: 14.251667 years

BOND YEARS
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Due: September 1

Cumulative Bond
Xears
15.0000
96.2500
253.7500
497.5000
837.5000
1,283,7500
1,846.2500
2,498.7500
3,282.5000
4,207.5000
5,335.0000
6,628,7500
8,098.7500
9,755.0000
11,678.7500
13,813.7500
16,251.2500
18,925.0000
21,936.2500
25,305.0000
29,051.2500
33,195.0000
37,756.2500
42,755.0000



ISSUE PRICE CERTIFICATE

The undersigned hereby certifies with respect to the sale of the Moore’s Crossing Municipal Utility District Unlimited Tax
Bonds, Series 2005 (the "Bonds™), issued in the aggregate principal amount of $3,000,000, as follows:

1.

The undersigned is the underwriter ("Underwriter") or the manager of the syndicate of underwriters which has
purchased the Bonds from Moore's Crossing Municipal Utility District (the "Issuer") at competitive sale.

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

The first price during the initial offering (expressed as a "yield") 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 to the public is as
set forth below:

Offering Offering
Year of Principal Price Year of Princlpal Price
Maturity Amount (% Xield) Matyrjty Amount (% Yield)
2005 $ 60,000 % 2017 $ 120,000 %
2006 65,000 % 2018 125,000 %
2007 70,000 % 2019 135,000 %
2008 75,000 % 2020 140,000 %
2009 80,000 % 2021 150,000 %
2010 85,000 % 2022 155,000 %
2011 90,000 % 2023 165,000 %
2012 90,000 % 2024 175,000 %
2013 95,000 % 2025 185,000 %
2014 100,000 % 2026 195,000 %
2015 110,000 % 2027 205,000 %
2016 115,000 % 2028 215,000 %

For purposes of this certificate, the term "public” does not include (a) the undersigned, (b) members of the syndicate, if
any, managed by the undersigned, or {c} any bondhouses, brokers, dealers, and similar persons or organizations acting
in the capacity of underwriters or wholesalers that are related to, or controlled by, or are acting on behalf of or as agents
for the undersigned or members of any syndicate in which the undersigned is participating in the sale of the Bonds.

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

If any or all of the obligations constituting the Bonds are to be guaranteed then the premium paid for such guarantee in an
amount equal to § is 8 reasonable amount payable solely for the transfer of credit risk for the payment of
debt service on the Bonds and does not include any amount payable for a cost other than such guarantes, e.g., a credit
rating fee. The Underwriter has represented that the present value of the premium paid for the guarantee for each
obligation constituting the Bonds to which such premium is properly allocated and which are insured thereby is less than
the present value of the interest reasonably expected to be saved as a result of the insurance on each obligation constituting
the Bonds. The premium has been paid to a person which is not exempt from federal income taxation and which is not a
user or related to the user of any proceeds of the Bonds. In determining present value for this purpose, the yield of the
Bonds (determined with regard to the payment of the guarantee fee) has been used as the discount rate.

The undersigned understands that the statements made herein will be relied upon by the Issuer in its efforts to comply
with the conditions imposed by the Internal Revenue Code of 1986, as amended, and by Bond Counsel in rendering
their opinion that the interest on the Bonds is excludable from the gross income of the owners thereof.

EXECUTED AND DELIVERED this day of . 2005,

{Name of Underwriter or Manager)

By:

Title:

Certificate



Official Staternent is delivered im final form. Under oo circumstance shall this Preliminary Official Statement constitte an offer to scll or the solicitation of an offer to buy nor shall there be any sale of these

This Preliminary Official Statement and the information contained herein are subject to completion or smendment.  These securities may not be sold nor may offert 10 buy be accepiad prior to the time the
securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior lo registration or qualification under the securities lrws of any such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED Y . ~", 2008
NEW ISSUE - BOOK-ENTRY-ONLY

Delivery of the Bonds is subject to the opinion of Bond Counsel t the effect that interest on the Bonda will be excludable from gross income for federal income
tax purposes under statutes, regulations, published rulings end court decisions existing on the date thereof, subject to the matters described under "TAX
MATTERS" herein inchuding the altemative minimmun tax on corporetions. The District expects to designate the Bonds as Qualified Tax-Exempt Obligations,
Sce "TAX MATTERS - Qualified Tax-Exewrpt Obligations for Financial Instiutions® herein.

$3,000,000
MOORE'S CROSSING MUNICIPAL UTILITY DISTRICT
(A Political Subdivision of the State of Texas Located in Travis County, Texas)

Unlimited Tax Bonds, Serles 2005
Dated: June 1, 20058 Due: September 1, as shown below

Interest on the Bonds will accrue from June 1, 2005 and is payable September 1, 2005 and each March 1 and Septemnber | thereafter until
the earlier of maturity or redemption, and will be calculated on the basis of & 360-day year composed of twelve 30-day months. The Bonds
will be issued in fully registered fornm only, without coupons, iz denominations of $5,000 or eny integral multiple thereof, and when
issued, will be registered in the name of Cede & Co., as registered owner and nominee for The Depository Trust Company (“DTC™), New
York, New York, acting as securities depository for the Bonds until DTC resigns or is discharged. The Bonds initially will be available to
purchasers in book-entry form only. So long as Cede & Co., a3 the nominee of DTC, is the registered owner of the Bonds, principa! of and
interest on the Bonds will be payable by the paying agent to DTC, which will be solely responsible for making such payment 1o the
beneficial owners of the Bonds. The initiat paying agent/registrar for the Bonds is Wells Fargo Bank NA (the “Paying Agent™). The Bonds
are obligations solely of the District and are not obligations of the City of Austin, Texas; Travis County, Texas; the State of Texas; or any
entity other than the District.

MATURITIES
{Due September 1)
Inltial Initial
Principal  Imterest  Reoffering CUsIP Principal  Interest Reoffering CUSIP
Pue nt  Rate{a) Yield(b) Number(c) Due Amount Rate(s) Yield(h) Number(c)
2005 $ 60,000 % % 2017* 3 120,000 % %
2006 65,000 % % 2018~ 125000 _ % _ __ %
2007 7000 _ % __ % 2019* 135,000 % _ %
2008 75000 __ % % 2020* 140,000 % %
2009 80,000 ____ % % 2021+ 150,000 % %
2010+ 85000 ___ % % 2022+ 155,000 % ____ %
2011* 90000 ___ % % 2023+ 165000 _ % __ %
2012+ 90,000 % % 2024* 175,000 % %
2013+ 95000 __ % % 2025 185,000 % %
2014* 100,000 % % 2026* 195000 % ___ %
2015+ 110,000 % - % 2027+ 205,000 % %
2016* 115,000 % % 2028* 213,000 % %
. Redemption Provisions: The District reserves the right to redeem, prior to maturity, in integral mmltiples of $5,000 those Bonds maturing on

September 1 in each of the years 2010 through 2028, both inclusive, in whole or from time to time in part, on September 1, 2009, or on any date
thereafier at a price of par plus accrued interest from the most recent interest payment date to the date fined for redemption. The Bonds maturing
Scptember 1, ___ and September 1, ___ are subject to mandatory sinking fund redemption. See “THE BONDS -+ Redemption.®

()] After requesting competitive bids for prurchase of the Bonds, the District has sccepted the lowest bid to purchase the Bonds, bearing interest as
shown, at a price of % of par plus accrucd Interest to the date of delivery, resulting in a net effective interest mte to the District of

%.

() The initial reoffering yields indicated represent the lower of the yields resulting when priced to maturity or the first redemption date. The initial
yiclds st which the Bonds will be priced will be established by and will be the sole responsibility of the Initisl Purchaser (a8 herein defined). The
yields may be changed at any time at the discretion of the Initial Purchaser. Accrued interest from June 1, 2005 to the date of delivery of the
Bonds 1o the Initial Purchaser is to be added w the price.

{©) CUSIP numbers have been assigned to this issue by the CUSIP Service Bureau and are included solely for the convenience of purchasers of the
Bonds. Neither the District nor the Financial Advisor shall be responsible for the selection or correctness of the CUSIP number shown berein.

The Bonds, when issued, will constitute valid and legally binding obligations of the District and will be payable from the proceeds of an annual
ad valorem tax, without legal limitation to rate or amount, levied against taxable property within the District. See "THE BONDS - Source of
Payment and Security for Payment." THE BONDS ARE SUBJECT TO SPECIAL RISK FACTORS DESCRIBED HEREIN. Sce "RISK
FACTORS" herein.

The Bonds are offered by the Initial Purchaser subject to prior sale, when, as and if issued by the District and accepted by the Initial Purchaser,
subject, among other things to the approval of the Initial Bonds by the Attorney General of Texas and the approval of certain legal matters by
McCall, Parkhurst & Horton L.L.P., Austin, Texas, Bond Counsel. Delivery of the Bonds is expected on or about June 8, 2005, in Austin,
Texas.

Bids due: Thursday, May 19, 2008, at 11:00, AM, C.D.S.T.
at 701 Brazos, Sulte 400 Austin, Texas 78701
Award Expected: 12:00 Noon, C.DS.T.
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USE OF INFORMATION IN OFFICIAL STATEMENT

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

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

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

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

NEITHER THE DISTRICT NOR THE FINANCIAL ADVISOR MAKE ANY REPRESENTATION OR WARRANTY
WITH RESPECT TO THE INFORMATION CONTAINED IN THIS PRELIMINARY OFFICIAL STATEMENT
REGARDING THE DEPOSITORY TRUST COMPANY OR ITS BOOK-ENTRY-ONLY SYSTEM.

SALE AND DISTRIBUTION OF THE BRONDS

Award of the Bonds
After requesting competitive bids for the Bonds, the District has accepted the bid of (the "Initial
Purchaser") to purchase the Bonds at the interest rates shown on the cover page of this Official Statement at a price of %

of par plus accrued interest to date of delivery. No assurance can be given that any trading market will be developed for the
Bonds after their sale by the District to the Initial Purchaser. The District has no control over the price at which the Bonds are
subsequently sold, and the initial yields at which the Bonds are priced and reoffered are established by and are the sole
respongibility of the Initial Purchaser.

Prices and Marketability

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

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



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

Securities Laws

No registration statement relating to the offer and sale of the Bonds has been filed with the Securities and Exchange
Commission under the Securities Act of 1933, as amended, in reliance upon the exemptions provided thereunder. The Bonds
have not been registered or qualified under the Securities Act of Texas in reliance upon various exemptions contained therein,
nor have the Bonds been registered or qualified under the securities laws of any other jurisdiction. The District assumes no
responsibility for registration of the Bonds under the securities laws of any other jurisdiction in which the Bonds, may be
offered, sold or otherwise transferred. This disclaimer of responsibility for registration or qualification for sale or other
disposition of the Bonds shall not be construed as an interpretation of any kind with regard to the availability of any exemption
from securities registration or qualification provisions in such other jurisdiction.

MUNICIPAL BOND RATING
No application has been made to a rating service, nor is it expected that the District would have been successful in obtaining an

investment grade rating had such application been made. In addition, no spplication has been made to qualify the Bonds for
bond insurance.

(The remainder of this page intentionally lef! Yank}



OFFICIAL STATEMENT SUMMARY

The following material is qualified in its entirety by the detailed information and financial statements appearing elsewhere in

this Official Statement.

The offering of the Bonds to potential investors is made only by means of this entire Official

Statement. No person is authorized to detach this summary from this Officiel Statement or to otherwise use it without the
entire Official Statement.

The Issuer...

The Developer........ourinieninns

Status of Development..............

Description.

Redemption

THE DISTRICT

Moore’s Crossing Municipal Utility District (the "District"), a political subdivision of the
State of Texas, was created by order of the Texas Water Commission, predecessor to the
Texas Commission on Envircnmental Quality (the “TCEQ” or the “Commission™) adopted
on June 17, 1987, and a confirmation election held within the District on November 3, 1987,
and operates pursuant to Chapters 49 and 54 of the Texas Water Code, as amended. The
District was created to provide water, wastewater and storm drainage facilities to serve
approximately 804 acres within its boundaries, all of which lie within Travis County and
within the limited purpose jurisdiction of the City of Austin. See “THE DISTRICT -
General.”

The District is located in southeastern Travis County approximately eight miles south-
southeast of the City of Austin's central business district and is situated immediately
southeast of Austin-Bergstrom International Au'port Access to the District is provided by
Interstate Highway 35 and Burleson Road via Elroy Road. See "LOCATION MAP" and
"THE DISTRICT - Location."

Land within the District is being developed by SR Development (the “Developer”). See
"THE DEVELOPER."

The District contains 804 acres, of which approximately 657 acres are developable. As of
April 1, 2005, approximately 166 acres (or approximately 25.27% of the developable
acreage) has been developed as 669 single family fots and an approximately 17 acre school
site. Development within the District as April i, 2005 included 457 completed single family
homes, 2 homes under construction, and 210 developed vacant single family lots located
within the residential subdivision of Moore’s Crossing Stoney Ridge, Phase A Sections 2,
3A, 3B, 3C, 5A, 5B, 6, and 1 (148.7 acres, 669 lots). Additionally, construction of utility
facilities to serve Stoney Ridge, Phase B (266 acres, {  platted lots) is expected to
commence within the next |

The District also contains a Del Valle Independent School District elementary school (17
acres) which opened in the fall of 1999.

The Developer expects the remaining 490.9 developable acres to be developed as single
family, multi family, industrial and retail improvements. See “THE DISTRICT - Historical
and Current Status of Development™ and “Future Development.™

THE BONDS

The Bonds are serial bonds in the aggregate principal amount of $3,000,000 maturing
annually in varying amounts on September 1 of each year from 2005 through 2028. Interest
accrues from June 1, 2005 at the rates per annum set forth on the cover page hereof and is
payable September 1, 2005 and each March 1 and September 1 thereafter until maturity or
earlier redemption. The Bonds are offered in fully registered form in integral multiples of
35,000 for any one maturity. See "THE BONDS - General Description.”

Bonds maturing September 1 of each of the years 2010 through 2028 both inclusive, are
subject to redemption in whole or, from time to time, in part at the option of the District on
September 1, 2009, and on any date thereafter, at par plus accrued interest from the most




Source of Payment .......

Outstanding Debit .........

Payment Record ...........

Authority for

Use of Proceeds............

Bonds Authorized But

Unissued.......coccecrnee

Municipal Bond Rating

recent interest payment date to the date of redemption. The Bonds maturing September 1,
and September 1, are also subject to mandatory sinking fund redemption. See
“THE BONDS - Redcmption.”

The Bonds are payable from an ad valorem tax levied upon all taxable property within the
District, which under Texas law is not limited as to rate or amount (see "TAXING
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
of Payment."

The District has heretofore issued two series of unlimited tax bonds and one series of
refunding bends in the original principal amount as follows; $1,425,000 Unlimited Tax
Bonds, Series 1998 (the “Series 1998 Bonds™); $1,670,000 Unlimited Tax Bonds, Series
2003 (the “Series 2003 Bonds™); and $1,324,999.45 Unlimited Tax Refunding Bonds, Series
2004 (the “Series 2004 Refunding Bonds™), which refunded all of the remaining outstanding
Series 1998 Bonds. Collectively, the Series 2003 Bonds and the Series 2004 Refunding
Bonds are referred to es the “Outstanding Bonds”. As of January 1, 2005, the Outstanding
Bonds totaled $2,888,546.20 See “FINANCIAL STATEMENT - Outstanding Bonds.”

The Bonds are the third series of bonds 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 and the Outstanding Bonds. However, capitalized interest in an amount equal to
approximately two years’ debt service requirement was included in the proceeds of the Series
1998 Bonds and the Series 2003 Bonds. Sec “FINANCIAL STATEMENT - Outstanding
Bonds.”

The Bonds are issued pursuant to Article XVI, Section 59 of the Texas Constitution and the
general laws of the State of Texas including Chapters 49 and 54 of the Texes Water Code, as
amended, a bond election held within the District on November 7, 1987, approving the issuance
of bonds, the approving Order of the Commission and pursuant to an order (the "Bond Order")
adopted by the Board of Directors of the District on the date of the sale of the Bonds. See "THE
BONDS - Authority for Issuance.”

The proceeds of the Bonds will be used to acquire: i) a wastewater interceptor to serve
Stoney Ridge, Phase B; ii) drainage facilities to serve Stoney Ridge Phase A, Section §; and
iii) water, wastewater and drainage facilities to serve Stoney Ridge, Phase A, Sections 1, 5A,
5B and 6.

Additionally, the Bond proceeds be used to i) capitalize approximately 24 months' interest
requirements on the Bonds; ii) will pay certain engineering costs, and iii) pay certain costs
associated with the issuance of the Bonds. See "USE AND DISTRIBUTION OF BOND
PROCEEDS."

The Bonds are the third installment of $32,000,000 bonds authorized at an election held
within the District on November 3, 1987. After the sale of the Bonds, $25,905,000 bonds
will remain authorized but unissued. Se¢ "FINANCIAL STATEMENT - Unlimited Tax
Bonds Authorized But Unissued.”

In connection with the sale of the Bonds, the District has not applied for a rating on the
Bonds, nor is it expected that an investment grade rating would have been received had an
application been made. In addition, no application has been made to qualify the Bonds for
bend insurance.




Qualified Tax-Exempt
Obligations...........ocecemensirinnns The District expects to designate the Bonds as "qualified tax-exempt obligations™ pursuant to
section 265(b) of the Internal Revenue Code of 1986 and will represent that the total amount
of tax-exempt obligations (including the Bonds) issued by it during calendar year 2005 is not
reasonably expected to exceed $10,000,000. See "TAX MATTERS - Qualified Tax-Exempt
Obligations for Financial Institutions."

Bond Counsel.............coceeerenne McCall, Parkhurst & Horton L.L.P., Bond Counsel, Austin, Texas.
General Counsel..........cccveneuee Armbrust & Brown, L.L.P,, General Counsel, Austin, Texas.
Financial Advisor........cceecrenen. Southwest Securities, Austin, Texas.
ENgineer ......covvcvvrinreverermrerasivns Schroeder Engineering Company, Austin, Texas.

RISK FACTORS

The purchase and ownership of the Bonds involve certain risk factors and all prospective purchasers are urged to examine
carefully the Official Statement, including particularly the section captioned "RISK FACTORS," with respect to the
investment security of the Bonds.

[The remainder of this page intentionally left blank]




SELECTED FINANCIAL INFORMATION
{Unaudited as of January 1, 2005)

2004 Assessed VAIUALION. .......covtieiiiitiniiirn s sieiiraererinreeirrtentesrrestotrrersessessnessesensesssons $ 43835386 (a)
Estimated Assessed Valuation as of January 1, 2005..........coinmnmscnnsnnmsssmnomennns 3 48,646,782 (b)
Gross Debt Outstanding (after issuance of the Bonds)..........c i s $ 5,888,546.20
Ratio of Gross Debt to 2004 Assessed VAIUBLON............ccovwerrernerseeessesssermsssseesessssrmssssesemssesessassrsssensenss 13.43%

Ratio of Gross Debt to Estimated Assessed

Valuation as of January 1, 2005 ... srssssssmssss s ssssssesssssseass 12.10%
2004 Tax Rate

DEDE SETVICE. ..ou. vt sersssn s ssaiss s sas b s ssa s s st st R s s e et $0.5560

Maintenance & Operation 0.1740

TOAL ..oiirissntsismnsssimst st sttt ersseasssessresssness rsrasesssmssstberassas e bides RLAS b USRS brbbAS uvnradbbnsins $0.7300 (o)
Debt Service Fund Balance as of December 31, 2004 ...........c.cccovecernunmensivenmcemasmsermsrsnssrensessssssssssanees $ 574,227
Average percentage of current tax collections - Tax Year 1997/2004.........coocvnincnmsimenssssnssnisnne: 99.21%
Average percentage of total tax collections - Tax Year 19972004 ..........ccoocrcnmvnrnnnncrimrenssnsnncsnannn: 99.55%

Projected Average Annual Debt Service Requirement
(2005/2027) ("Projected Average ReQUIrEMEDL") .....c.cvererimimanssssnasmsesenssannesmsessesisssseasessnss $ 415420

Tax rate required to pay Projected Average Requirement based
upon 2004 Assessed Valuation at 95% cOIlECHONS .....vv.vmmsscimiemicssissssssssemsnsssssmssssssssssessss $1.00/3100 A.V.

Tax rate required to pay Projected Average Requirement based
upon Estimated Assessed Valuation as of January 1, 2005
8t 95% COIBCHONS. ...ttt rrsnrs rerrsr s sersm e sest sepsss s se s b ses e Rsnsepebes s sasmantas s $0.90/$100 A.V.

Projected Maximum Annual Debt Service Requirement (2011)
("Projected Maximum ReqUirement") ........coieirerienmmsmrsssssssssstsrassssssssssssrssssssssssstssresseserss $ 484,921

Tax rate required to pay Projected Maximum Requirement based
upon 2004 Assessed Valuation at 95% collectons ... $1.17/3100 AV,

Tax rate required to pay Projected Maximum Requirement based
upon Estimated Assessed Valuation as of January 1, 2005

at 95% collections.........csmeessisissererenssensrnns werrrrmmrnssirenserssamnensamnsmmeennnee $1.05/5100 AV,
Number of active single family water and sewer connections as of January 1, 2005 ........ccccoeccneeee 422
Estimated population as of January 1, 2005 ... st s 1477 ()

(2)  As certified by the Travis Central Appraisal District "TCAD"). See "TAXING PROCEDURES.”

(b)  As estimated by TCAD as of January 1, 2005 and is included solely for the purposes of illusiration. Such amount reflects an estimate of the taxable
valuc within the District and is subject to review and change by TCAD. No tax will bo levied on such amount unless it is certified by TCAD. See
“TAXING PROCEDURES.”

(c) Inits order approving issuence of the Bonds, the TCEQ directed that the District levy an initial ad valorem tax mte for the debt service (after issuance of
the Bonds) of not less than $0.51 per $100 valuation.

(d) Based on 1.5 residents per completed single farnily connection.




OFFICIAL STATEMENT
relating to

$3,000,000
MOORE'’S CROSSING MUNICIT'AL UTILITY DISTRICT
(A Potitical Subdivision of the State of Texas Located In Travis County, Texas)
UnHmited Tax Bonds, Series 2005

INTRODUCTION

This Official Statement provides certain information in connection with the issuance by the Moore’s Crossing Municipal
Utility District (the “District”) of its $3,000,000 Unlimited Tax Bonds, Series 2005 (the “Bonds”).

The Bonds are issued pursuant to an order (the “Order” or “Bond Order™) adopted by the Board of Directors of the District on
the date of the sale of the Bonds, and pursuant to the Constitution and general laws of the State of Texas, and Chapters 49 and
54 of the Texas Water Code, as amended, the bond election epproved by the voters within the District on November 3, 1987,
and the approving order of the Texas Commission on Environmental Quality (“TCEQ" or the “*Commission”).

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

Included in this Official Statement are descriptions of the Bonds and certain information about the District and its finances, as
well as certain information related to SR Development (the “Developer”). ALL DESCRIPTIONS OF DOCUMENTS
CONTAINED HEREIN ARE SUMMARIES ONLY AND ARE QUALIFIED IN THEIR ENTIRETY BY REFERENCE TO
EACH SUCH DOCUMENT. Copies of such documents may be obtained from the District at Armbrust & Brown, L.L.P., 100
Congress Avenue, Suite 1300, Austin, Texas 78701 or during the offering period from the District’s Financial Advisor,
Southwest Securities, 701 Brazos, Suite 400, Austin, Texas 78701 upon payment of reasonable copying, mailing and handling
charges.

THE BONDS
General Description

The $3,000,000 Moore’s Crossing Municipal Utility District Unlimited Tax Bonds, Series 2005 will bear interest from June 1,
2005 and will mature on September 1 of the years and in the principal emounts, and will bear interest at the rates per annum,
set forth on the cover page hereof. Interest on the Bonds will be payable September 1, 2005 and each March | and September
1 thereafter until maturity or earlier redemption and will be calculated on the basis of a 360-day year composed of twelve 30-
day months. The Bonds will be issued in fully registered form only, without coupons, in denominations of $5,000 or any
integral multiple thereof, and when issued, will be registered in the name of Cede & Co., as registered owner and nominee for
The Depository Trust Company (“DTC"), New York, New York, acting as securities depository for the Bonds until DTC
resigns or is discharged. The Bonds initially will be available to purchasers in book-entry form only. So long as Cede & Co.,
as the nominee of DTC, is the registered owner of the Bonds, principal of and interest on the Bonds will be payable by the
paying agent to DTC, which will be solely responsible for making such payment to the beneficial owners of the Bonds. The
initial paying agent for the Bonds is Wells Fargo Bank, NA.(the "Paying Agent").

Redemption

Optional Redemption . . . The Bonds maturing on September 1 of each of the 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 part, on September 1,
2009, and on any date thereafter, at a redemption price equal to the principal amount thereof plus accrued interest from the
most recent interest payment date to the date fixed for redemption.

Mandatory Sinking Fund Redemption . . . In addition to being subject to optional redemption, as provided above, the Bonds
maturing on September 1, and September 1, ____ are subject to mandatory sinking fund redemption prior to maturity by
Iot in the following amounts, on the following dates and at a price of par plus accrued interest to the redemption date from
amounts required to be deposited in the Debt Service Fund:



Bonds Maturing September 1, onds Maturine ember 1

Mandatory Principal Mandatory Principal
Redemption Date Amount Redemption Date Amount

* Stared Manity

The principal amount of the Bonds required to be redeemed pursuant to the operation of the mendatory sinking fund
redemption provisions shall be reduced, at the option of the District, by the principal amount of any Bonds of the stated
maturity which, at least 50 days prior to & mandatory redemption date, (1) shall have been acquired by the District, at a price
not exceeding the principal amount of such Bonds plus accrued interest to the date of purchase thereof, and delivered to the
Paying Agent for cancellation, (2) shall have been purchased and cancelled by the Paying Agent at the request of the District,
with monies in the Debt Service Fund at a price not exceeding the principal amount of the 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.

Nofice of Redemption . . . At least 30 calendar days prior to the date fixed for any redemption of Bonds or portions thereof
prior to maturity, a written notice of such redemnption shall be sent by the Paying Agent by United States mail, first-class
postage prepaid, at least 30 calendar days prior to the date fixed for redemption, to the Registered Owner of each Bond to be
redeemed at its address as it appeared on the 45th calendar day prior to such redemption date and to major securities
depositories and bond information services.

The Bonds of a denomination larger than $5,000 may be redeemed in part ($5,000 or any multiple thereof). Any Bond to be
partially redeemed must be surrendered in exchange for one or more new Bonds of the same maturity for the unredeemed
portion of the principal of the Bonds so surrendered. In the event of redemption of less than all of the Bonds, the particular
Bonds to be redeemed shall be selected by the District, if less than all of the Bonds of a particular maturity are to be redeemed,
the Paying Agent is required to select the Bonds of such maturity to be redeemed by lot.

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

Payment . . , Principal of the Bonds will be payable at maturity to the registered owners as shown by the registration books
maintained by the Paying Agent upon presentation and surrender of the Bonds to the Paying Agent at the designated office for
payment of the Paying Agent in Austin, Texas (the “Designated Payment/Transfer Office™). Interest on the Bonds will be
payable by check or draft, dated as of the applicable interest payment date, sent by the Paying Agent by United States mail,
first-class, postage prepaid, to the registered owners at their respective addresses shown on such records, or by such other
method acceptable to the Paying Agent requested by the registered owner at the risk and expense of the registered owner. If
the date for the payment of the principal of or interest on the Bonds shall be a Saturday, Sunday, legal holiday, or day on
which banking institutions in the city where the Designated Payment/Transfer Office of the Paying Agent is located are
required or authorized by law or executive order to close, then the date for such payment shall be the next succeeding day
which is not a Satarday, Sunday, legal holiday, or day on which banking institutions are required or authorized to close, and
payment on such date shall for &1l purposes be deemed to have been made on the original date payment was due.

Registration. . . The Bonds may be transferred and re-registered on the registration books of the Paying Agent only upon
presentation and surrender thereof to the Paying Agent/Registrar at the Designated Payment/Transfer Office. A Bond also
may be exchanged for a Bond or Bonds of like maturity and interest and having a like aggregate principal amount or maturity
amount, as the case may, upon presentation and surrender at the Designated Payment/Transfer Office. All Bonds surrendered
for transfer or exchange must be endorsed for assignment by the execution by the registered owner or his duly authorized
agent of an assignment form on the Bonds or other instruction of transfer acceptable to the Paying Agent. Transfer and
exchange of Bonds will be without expense or service charge to the registered owner, except for any tax or other governmental
charges required to be paid with respect to such transfer or exchange. A new Bond or Bonds, in lieu of the Bond being
transferred or exchanged, will be delivered by the Paying Agent/Registrar to the registered owner, at the Designated
Payment/Transfer Office of the Paying Agent/Registrar or by United States mail, first-class, postage prepaid. To the extent
possible, new Bonds issued in an exchange or transfer of Bonds will be delivered to the registered owner not more than three
(3) business days after the receipt of the Bonds to be canceled in the exchange or transfer and the denominations of $5,000 or
any integral multiple thereof.
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Limitation on Transfer of Bonds . . . Neither the District nor the Paying Agent shall be required to make any transfer,
conversion or exchange to an assignee of the registered owner of the Bonds (i} during the period commencing on the close of
business on the 15 calendar day of the month (whether or not a business day) preceding each interest payment date (the
“Record Date™) and ending with the opening of business on the next following principal or interest payment date or (i} with
respect to any Bond called for redemption, in whole or in part, within forty-five (45) days of the date fixed for redemption,;
provided, however, such limitation of transfer shall not be applicable to an exchange by the registered owner of the uncalled
balance of a Bond.

Replacement Bonds

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

Authority for Issuance

At an clection held within the District on November 3, 1987, voters within the District authorized a total of $32,000,000
principal amount of bonds for water, wastewater, and drainage facilities. The Bonds constitute the third installment of new
money bonds issued by the District. After the sale of the Bonds, the District will have remaining $25,905,000 in authorized
but unissued unlimited tax bonds.

The Bonds are issued pursuant to the terms and provisions of the Bond Order; Chapters 49 and 54 of the Texas Water Code, as
amended and Article XVI, Section 59 of the Texas Constitution. The issuance of the Bonds has been approved by the TCEQ.

Source of and Security for Payment

The Bonds will be payable from and secured by a pledge of the proceeds of a continuing, direct, annual ad valorem tax,
without legal limitation as to rate or amount, levied against taxable property within the District. The Board covenants in the
Bond Order that, while any of the Bonds are outstanding and the District is in existence, it will levy an annual ad valorem tax
and will undertake to collect such a tax, against taxable property within the District at a rate from year to year sufficient, full
sllowance being made for anticipated delinquencies, together with revenues and receipts from other sources which are legally
available for such purposes, to pay 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 at any earlier required redemption date, to pay when due any other
contractual obligations of the District payable in whole or in part from taxes, and to pay the expenses of assessing and
collecting such tax. The net proceeds from taxes levied to pay debt service on the Bonds are required to be placed in a special
account of the District designated its "Debt Service Fund” for the Bonds. The Bond Order provides for the termination of the
pledge of taxes when and if the City of Austin dissolves the District and assumes all debts and liabilities of the District,

Under Texas law, the District may be dissolved by the City of Austin (the "City") without the consent of the District or its
residents. When the District is abolished, the City must assume the assets, functions, and obligations of the District {including
the Bonds) and the pledge of taxes will terminate. No representation is made concerning the likelihood of dissolution or the
ability of the City to make debt service payments on the Bonds should dissolution occur. See "THE DISTRICT - City of
Austin Consent Agreement.”

The Bonds are obligations solely of the District and are not obligations of the City of Austin, Texas; Travis County, Texas; the
State of Texas; or any political subdivision or entity other than the District.

Payment Record
The Bonds are the third issuance of unlimited tax bonds by the District. See “FINANCIAL STATEMENT - Outstanding
Bonds.” To date, the District has never defaulted in payment of principal or interest on the Series 1998 Bonds or the

Outstanding Bonds. However, capitalized interest in an amount equal to two years’ debt service requirements was included in
the proceeds of the Series 1998 Bonds and the Series 2003 Bonds.
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Flow of Funds and Investment of Funds

The Bond Order creates or confirms the establishment and maintenance by the District of a Debt Service Fund and a Capital
Projects Fund.

Each fund shall be kept separate and apart from all other funds of the District. The Debt Service Fund shall constitute a trust
fund which shall be held in trust for the benefit of the holders of the Bonds.

Any cash balance in any fund must be continuously secured by a valid pledge to the district of securities eligible under the
laws of Texas to secure the funds of municipal utility districts having an aggregate market value, exclusive of accrued interest,
at all times equal to the cash balance in the fund to which such securities are pledged.

Debt Service Fund: The Bond Order establishes the Debt Service Fund to be used to pay principal and interest on and Paying
Agent fees in respect to the Bonds. The Bond Order requires that the District deposit to the credit of the Debt Service Fund (i)
from the delivery of the Bonds to the initial purchaser, the amount received from proceeds of the Bonds representing accrued
interest and twenty four months® capitalized interest on the Bonds, (ii) District ad valorem taxes (and penalties and interest
thereon) levied to pay debt service requirements on (or fees and expenses of the Paying Agent with respect of) the Bonds, and
(iii) such other funds as the Board shall, at its option, deem advisable. The Bond Order requires that the Debt Service Fund be
applied solely to provide for the payment of the principal or redemption price of and interest on the Bonds when due, and to
pay fees to Paying Agent when due.

Capital Projects Fund: The Capital Projects Fund is the capital improvements fund of the District. The Bond Order requires
the District to deposit to the credit of the Capital Projects Fund the balance of the proceeds of the Bonds remaining after the
deposits to the Debt Service Fund provided in the Bond Order. The Capital Projects Fund may be applied solely to (i) pay the
costs necessary or appropriate to accomplish the purposes for which the Bonds are issued, (ii) pay the costs of issuing the
Bonds and (iii) to the extent the proceeds of the Bonds and investment income attributable thereto are in excess of the amounts
required to acquire and construct water, wastewater and drainage facilities as approved by TCEQ), then in the discretion of the
District to transfer such unexpended proceeds or income to the Debt Service Fund or as otherwise approved by the TCEQ.

Dcfcasance of Bonds

General. The Bond Order provides for the defeasance of the Bonds and the termination of the pledge of ad valorem taxes and
all other general defeasance covenants in the Bond Order under certain circumstances. Any Bond and the interest thereon shall
be deemed to be paid, retired and no longer outstanding (a "Defeased Obligation") within the meaning of the Bond Order,
except to the extent provided below for the Paying Agent to continue payments and for the District to retain the right to call
Defeased Obligations to be paid at maturity, when the payment of all principal and interest payable with respect to such Bond
to the due date or dates thereof (whether such due date or dates be by reason of maturity, upon redemption, or otherwise) either
(i) 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 or an eligible trust company or commercial bank for such payment (1) lawful money of the
United States of America sufficient to make such payment, (2) Defeasance Securities (defined below) that mature as to
principal and interest in 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 District with the Paying Agent or
an eligible trust company or commercial bank for the payment of its services until after all Defeased Obligations 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
Obligation, such Bond and the interest thereon shall no longer be secured by, payable from, or entitled to the benefits of, the ad
valorem taxes levied and pledged as provided in the Bond Order, and such principal and interest shall be payable solely from
such money or Defeasance Securities.

The deposit under clause (ii) above shall be deemed a payment of a Bond when proper notice of redemption of such Bonds
shall have been given, in accordance with the Bond Order. Any money so deposited with the Paying Agent or an eligible trust
company or commercial bank may at the discretion of the Board of Directors also be invested in Defeasance Securities,
maturing in the amounts and at the times as set forth in the Bond Order, and al! income from such Defeasance Securities
received by the Paying Agent or an eligible trust company or commercial bank that is not required for the payment of the
Bonds and interest thereon, with respect to which such money has been so deposited, shall be turned over to the Board of
Directors.

All money or Defeasance Securities set aside and held in trust pursuant to the provisions of the Bond Order 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

12



particular Bonds and premium, if any, and interest thercon, with respect to which such money or Defeasance Securities have
been 5o set aside in trust. Until all Defeased Obligations shall have become due and payable, the Paying Agent shall perform
the services of Registrar for such Defeased Obligations the same as if they had not been defeased, and the District shall make
proper arrangements to provide and pay for such services as required by the Bond Order.

If money or Defeasance Securities have been deposited or sct aside with the Paying Agent or an eligible trust company or
commiercial bank for the payment of Bonds and such Bonds shall not have in fact been actually paid in full, no amendment of
the defeasance provisions of the Bond Order shall be made without the consent of the registered owner of each Bond affected
thereby.

Retention of Rights. To the extent that, upon the defeasance of any Defeased Obligation to be paid at its maturity, the District
retains the right under Texas law to later call that Defeased Obligation for redemption in accordance 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 law and upon the satisfaction of the provisions set forth above regarding such Defeased Obligation as
though it was being defeased at the time of the exercise of the option 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,

Investments. Any escrow agreement or other instrument entered into between the District and the Paying Agent or an eligible
trust company or commercial bank pursuant to which money and/or Defeasance Securities are held by the Paying Agent or an
eligible trust company or commercial bank for the payment of Defeased Obligations may contain provisions permitting the
investment or reinvestment of such moneys in Defeasance Securities or the substitution of other Defeasance Securities upon
the satisfaction of certain requirements. All income from such Defeasance Securities received by the Paying Agent or an
eligible trust company or commercial bank which is not required for the payment of the Bonds and interest thereon, with
respect to which such money has been so deposited, will be remitted to the Board of Directors.

For the purposes of these provisions, "Defeasance Securities” means (i) Federal Securities, (i) noncallable obligations of an
agency or instrumentality of the United States of America, including obligations that are unconditionally guaranteed or insured by
the agency or instrumentality and that, on the date the Board of Directors adopts or approves proceedings authorizing the issuance
of refunding bonds or otherwise provide 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 not less than "AAA" or its equivalent, and (jii) noncallable
cbligations of a state 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 otherwise
provides 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. For the purposes of these provisions, "Federal Securities”
means direct, noncallable obligations of the United States of America, including obligations that are unconditionally guaranteed by
the United States of America (including Interest Strips of the Resolution Funding Corporation).

Paying Agent

Principal of and semiannual interest on the Bonds will be paid by Wells Fargo Bank, NA,, the initial Paying Agent having its
office for payment in Austin, Texas. The paying Agent must be cither a bank, trust company, financial institution or other
entity duly qualified and legally authorized to serve and perform the duties as paying agent and registrar for the Bonds.

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

Record Date

The record date for payment of the interest on Bonds on any regularly scheduled interest payment date is defined as close of
business on the fifteenth (15%) day of the month (whether or not a business day) preceding such interest payment date.

13



Issuance of Additional Debt

The District may issue bonds necessary to provide those improvements and facilities for which the District was created, with
the approval of the TCEQ, the City of Austin and, in the case of bonds payable from taxes, the District’s voters. Following the
issuance of the Bonds, $25,905,000 unlimited tax bonds authorized by the District's voters will remain authorized but
unissued. In addition, voters may authorize the issuance of additional bonds or other contractual obligations secured by ad
valorem taxes. The District also has the right to enter into certain other obligations including the issuance of revenue bonds
and notes, bond anticipation notes and tax anticipation notes without voter approval. Neither Texas law nor the Bond Order
imposes a limitation on the amount of additional bonds which may be issued by the District. Any additional bonds issued by
the District may dilute the security of the Bonds. See “RISK FACTORS.”

According to the District’s engineer, after reimbursements made with proceeds of the Bonds, approximately $847,277 which is
70% share of construction cost, will remain payable for funds advanced in connection with the development of property within
the District (see “THE DISTRICT - Historical and Current Status of Development”). The District does not currently
anticipate issuing the full principal amount of authorized but unissued bonds ($25,905,000) but is legally authorized to so do
vpon the approval of the TCEQ, the City of Austin and the Board of Directors. The District does not employ any formula with
respect to assessed valuations, tax collections or otherwise to limit the amount of parity bonds which it may issue. The
tssuance of edditional bonds is subject approval of the City of Austin and the TCEQ pursuant to its rules regarding issuance
and feasibility of bonds. In addition, future changes in health or environmental regulations could require the construction and
financing of additional improvements without any corresponding increases in taxable value in the District.

Legatl Investment and Eligibility to Secure Public Funds In Texas

Pursuant to Section 49.186 of the Water Code, bonds, notes or other obligations issued by a municipal utility district "shall be
legal and authorized investments for ell banks, trust companies, building and loan associations, savings and loan associations,
insurance companies of all kinds and types, fiduciaries, and trustees, and for all interest and sinking finds and other public
funds of the State, and all agencies, subdivisions, and instrumentalities of the State, including all counties, cities, towns,
villages, school districts and all other kinds and types of districts, public agencies and bodies politic.” Additionally, Section
49.186 of the Water Code provides that bonds, notes or other obligations issued by a municipal utility district are eligible and
lawful security for all deposits of public funds of the State and all agencies, subdivisions and instrumentalities of the State,
For political subdivisions in Texas which have adopted investment policies and guidelines in accordance with the Public Funds
Investment Act (Texas Government Code, Chapter 2256), the Bonds may have to be assigned a rating of not less than "A" or
its equivalent as to investment quality by a national rating agency before such obligations are eligible investments for sinking
funds and other public funds.

The District makes no representation that the Bonds will be acceptable to banks, savings and loan associations or public
entities for investment purposes or to secure deposits of public funds. The District has made no investigation of other laws,
regulations or investment criteria which might apply to or otherwise limit the availability of the Bonds for investment or
collateral purposes. Prospective purchasers are urged to carefully evaluate the investment quality of the Bonds and as to the
acceptability of the Bonds for investment or collateral purposes.

Specific Tax Covenants

In the Bond Order the District has covenanted with respect to, among other matters, the use of the proceeds of the Bonds and
the manner financed therewith by persons other than state or local governmental units, and the manner in which the proceeds
of the Bonds are to be invested. The District may cease to comply with any such covenant if it has received a written opinion
of a nationally recognized bond counsel to the effect that regulations or rulings hereafter promulgated modify or expand
provisions of the Internal Revenue Code of 1986, as amended (the "Code"), so that such covenant is ineffective or inapplicable
or compliance with such covenant adversely affects the exemption from federal income taxation of interest on the Bonds under
Section 103 of the Code.

Additlonal Covenants
The District has additionally covenanted in the Bond Order that it will keep accurate records and accounts and employ an

independent certified public accountant to audit and report on its financial affairs at the close of each fiscal year, such audits to
be in accordance with applicable law, rules and regulations and open to inspection in the office of the District.
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Remedies in Event of Default

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

The Bond Order provides no additional remedies to a Registered Owner. Specifically, the Bond Order does not provide for an
appointment of a trustee to protect and enforce the interests of the Registered Owners or for the acceleration of maturity of the
Bonds upon the occurrence of a default in the District's obligations. Consequently, the remedy of mandamus is a remexdy
which may have to be enforced from year to year 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 to pay principal of or interest on the Bonds. In addition, the enforceability of the rights and
remedics of the Registered Owners may be limited by federal bankruptcy laws or other similar laws affecting the rights of
creditors of political subdivisions. See "RISK FACTORS - Bankruptcy Limitation to Registered Owners' Rights",

Annexation

The District, at the time of its creation, was located within the corporate limits of the City of Austin. In 1995, the Texas
Legislature enacted Section 43.203 of the Texas Local Government Code which allows a district, such as the District, upon
petition to the City, to alter its status of the land within the district from full purpose annexation to limited purpose annexation,
The District petitioned the City of Austin on September 20, 1997 requesting the land within the District be altered from full
purpose annexation to limited purpose annexation. The City of Austin tock no action on such petition. Pursuant to the statute,
after 90 days from the date of the filing of the petition, the District was changed from full purpose annexation status to limited
purpose annexation. In limited purpose annexed areas, a city may regulate for purposes of planning, zoning, health and safety,
but may not impose ad valorem taxes. The alteration of the annexation to limited purpose remains in effect for ten years,
beginning January 1 of the year following the date of the submission of the petition, unless the voters of the District have
approved dissolution through an election. At the expiration of the ten year period, the District may be restored to full purpose
annexation at the option of the City, if the City agrees to assumne all obligations of the District that would normally be assumed
upon annexation and dissolution of a district under Texas law. See “THE DISTRICT - City of Austin Consent Agreement.”

Over the past few years, the City of Austin has successfully challenged in court various bills approved by the Texas
Legislature which exempted certain water districts from various city controls including land use and annexation status. The
City has asserted that such legislation is unconstitutionat local and special laws. To date, the City has not taken any action to
challenge the legality of Section 43.203 of the Local Govemment Code; however, should the City undertake such a challenge
no assurances can be given regarding the outcome of such litigation or whether the District may be subject to full purpose
annexation by the City. In the event Section 43.203 of the Local Government Code is declared unconstitutional, full purpose
annexation of the District by the City may cause residents within the District to be subject to taxation by the City and the
District and have &n adverse impact on the marketability of property within the 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 systems with the water and wastewater system(s) of the district(s)
with which it is consolidating. The revenues of the consolidated system may be pledged equally to all first lien bonds of the
consolidating districts. No representation is made that the District will consolidate its water and wastewater system with any
other district.

Alteration of Boundaries

In certain circumstances, under Texas law the District may alter its boundaries to: 1) upon satisfying certain conditions, annex
additional territory; and 2) exclude land subject to taxation within the District that does not need to utilize the service of District
facilities if certain conditions are satisfied including the District simultancously annexes land of at least equal value that may be
practicably served by District facilities. Such land substitution is subject to the approval of the TCEQ. No representation is made
conceming the likelihood that the District would effect any change in its boundaries.
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Approval of Bonds

The Attorney General of Texas must approve the legality of the Bonds prior to their delivery. The Attorney General of Texas
does not pass upon or guarantee the quality of the Bonds as an investment, nor does he pass upon the adequacy or accuracy of
the information contained in this Official Statement.

No-Litigation Certificate

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

No Material Adverse Change

The obligations of the Initial Purchaser to take and pay for the Bonds, and of the District to deliver the Bonds, are subject to
the condition that, up to the time of delivery of and receipt of payment for the Bonds, there shall have been no material adverse
change in the condition (financial or otherwise) of the District from that set forth or contemplated in the Official Statement.

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
detrimentsl to the interest of the registered owners, including the curing of an ambiguity, inconsistency, or formal defect or
omission therein. In addition, the District may, with the written consent of the owners of a majority in principal amount of the
Bonds then outstanding affected thereby, amend, add to, or rescind any of the provisions of the Bond Order, except that,
without the consent of the owners of all of the Bonds affected, no such amendment, eddition, or rescission may (1) extend the
time or times of payment of the principal of an interest on the Bonds, reduce the principal amount thereof or the rate of interest
therein, change the place or places at, or the coin or currency in which, any Bond or the interest thereon is payable, or in any
other way modify the terms of payment of the principal of and interest on the Bonds, or (3) reduce the aggregate principal
amount of Bonds required for consent to any such amendment, addition, or rescission. In addition, a state, consistent with
federal law, may within the exercise of its police powers make such modifications in the terms and conditions of contractual
covenants relating to the payment of indebtedness of its political subdivisions as are reasonable and necessary for attainment of
an important public purpose.

BOOK-ENTRY-ONLY SYSTEM

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

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

The Depository Trust Company ("DTC"), New York, New York, will act initially as securities depository for the Bonds. The
Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC's parinership nominee) or such
other name as may be requested by an authorized representative of DTC. One fully registered certificate will be issued for
each maturity of the Bonds in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTC, the world's largest depository, is a limited-purpose trust company organized under the New York Banking Law, a

"banking organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
"clearing corporation" within the meaning of the New York Uniform Commercial Code, and a "clearing agency" registered
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pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for
over 2 million issues of U.S. and non-UJ.S. equity issues, corporate and municipal debt issues, and money market instruments
from over 85 countries that DTC's participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade
settlement among Direct Participants of sales and other securities transactions in deposited securities, through electronic
computerized book-entry transfers and pledges in Direct Participants’ accounts. This eliminates the need for physical
movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository
Trust & Clearing Corporation (“DTCC'™). DTCC, in turn, is owned by a number of Direct Participants of DTC and Members
of the National Securities Clearing Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation, and
Emerging Markets Clearing Corporation, (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries of DTCC), as well a3 by the
New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities Dealers, Inc.
Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, and clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either
directly or indirectly (“Indirect Participants’), DTC has Standard & Poor's highest rating: AAA. The DTC Rules applicable to
its Participants are on file with the Securities and Exchange Commission. More information about DTC can be found at
www.dtcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a credit for the
Bonds on DTC's records. The ownership interest of each actual purchaser of each Bond ("Beneficial Owner") is in turn to be
recorded on the Direct and Indirect Participants' records. Beneficial Owners will not receive written confirmation from DTC
of their purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the
Beneficial Owner entered into the transaction.

Transfers of ownership interests in the Bonds are to be accomplished by entries made on the books of Direct or Indirect
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the name of DTC's
partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of DTC. The
deposit of Bonds with DTC and their registration in the name of Cede & Co., or such other DTC nominee, do not effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC's records reflect
only the identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial
Owners. The Participants will remain responsible for keeping account of their holdings on behalf of their customers.

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

Redemption notices shall be sent to Cede & Co. If less than all of the Bonds within a maturity are being redeemed, DTC's
practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.

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

Redemption proceeds, distributions and dividend payments on the Bonds will be made to Cede & Co., or such other nominee
as made by an authorized representative of DTC. DTC's practice is to credit Direct Participants’ accounts upon DTC's receipt
of funds and corresponding information from the District or the Paying Agent/Registrar, on payable date in accordance with
their respective holdings shown on DTC's records. Payments by Participants to Beneficial Owners will be govemned by
standing instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form
or registered in "street name,” and will be the responsibility of such Participant and not of DTC nor its nominee, the Paying
Agent/Registrar, or the District, subject to any statutory or regulatory requirements as may be in effect from time to time.

17



Payment of redemption proceeds, distributions and dividend payments to Cede & Co. (or such other nomince as may be
requested by an authorized representative of DTC) is the responsibility of the District or the Paying Agent/Registrar,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to
the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving reasonable notice to
the District. Under such circumstances, in the event that a successor securities depository is not cbtained, Bonds are required
to be printed and delivered.

The District may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securitics
depository). In that event, Bonds will be printed and delivered in accordence with the Bond Order.

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

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

[The remainder of this page imtenrionally left blank]
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USE AND DISTRIBUTION OF BOND PROCEEDS

The proceeds of the Bonds will be used to acquire (1} water, wastewater and drainage facilities to serve Stoney Ridge, Phase
A, Sections 1, 5A, 5B and 6; {2) a wastewater interceptor to serve Stoney Ridge, Phase B.; (3) drainage facilities to serve
Stoney Ridge Phase A, Section 6; (4) to capitalize approximately 24 months' interest requirements on the Bonds; {5) to pay
developer interest and (6} to pay certain costs associated with the issuance of the Bonds.

The presently estimated use and distribution of Bond proceeds is set forth below. Of the proceeds to be received from the sale of
the Bonds, $2,335,000 is estimated to be required for construction costs, and $665,000 is estimated to be required for
ponconstruction costs including $360,000 of capitalized interest (approximately 24 months' interest at an estimated interest rate of
6.00%).

Construction Costs: Totsel Amount PDlstrict’s Share
A. Developer Contribution Items

Stoney Ridge, Phase A, Section 6

1. Water, Wastewater and Drainage $ 377,035 § 263925
Stoney Ridge, Phase A, Section 5A

2.  Water, Wastewater and Drainage $ 645,151 $ 451,606
Stoney Ridge, Phase A, Section 5B

3. Water, Wastewater and Drainage $ 435,050 $ 304,535
Stoney Ridge, Phse A, Section 6

4, Drainage $ 29892 $ 20924
Stoney Ridge, Phase B, Section 1

5. 'Water, Wastewater and Drainage $1,179,757 $ B25830
6. Phase B Wastewater Interceptor 220,277 $ 154,194
7. Contingencies {10% of Items 5 & 6) 140,003 98,002
8. Engineering / Permitting 308,548 15.584

Total Developer Contribution Items $ 3335713 $ 27335000

TOTAL CONSTRUCTION COSTS (77.8% of the BLR.) $ 2335000

Non-Construction Costs:

1. Legal Fees (3%) $ 90,000
2. Financial Advisor Fees (2%) 60,000
3. Interest Costs
Capitalized Interest (24 months @ 6.0%) 360,000
Developer Interest 0
4. Bond Discount (3%) 90,000
5. Bond Issuance Cost 30,000
6. TCEQ Fee (0.25%) 7,500
7. Bond Application Report 27,500
8. Contingency g
TOTAL NON-CONSTRUCTION COSTS $ 665,000
TOTAL BOND ISSUE REQUIREMENT $ 3,000,000

* Preliminary, subject to change. In its approval of issuance of the Bonds, the TCEQ dirccted any surplus bond proceeds resulting from the sale of
the Bonds at a lower interest rate (than anticipated in the Bond Application) to be shown as a contingency linc item and be subject to TCEQ rules
on surplus bond funds.
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RISK FACTORS
Genersl

The Bonds, which are obligations of the District and are not obligations of the State of Texas; Travis County, Texas; Austin,
Texas; cor any other political subdivision, will be secured by a continuing direct annual ad valorem tax, without legal limitation
as to rate or amount, on all taxable property located within the District. The ultimate security for payment of principal of and
interest on the Bonds depends con the ability of the District to collect from the property owners within the District all taxes
levied against the property, or in the event of foreclosure, on the value of the taxable property with respect to taxes levied by
the District and by other taxing authorities. The collection by the District of delinquent taxes owed to it and the enforcement
by Registered Owners of the District's obligation to collect sufficient taxes may be a costly and lengthy process. Furthermore,
the District cannot and does not make any representations that continued development of property within the District will
accumulate or maintain taxable values sufficient to justify continued payment by property owners or that there will be a market
for the property. See "Registered Owners' Remedies" below.

Factors Affecting Taxable Values and Tax Payments

Economic Factors and Interest Rates: A substantial percentage of the taxable value of the District results from the current
market value of single-family residences and developed lots and will result from the market value of developed lots which are
currently being developed by SR Development ("SR” or “SR Development™) for the construction of primary residences. The
market value of such homes and lots is related to general economic conditions affecting the demand for and taxable value of
residences. Demand for lots of this type and the construction of residential dwellings thereon can be significantly affected by
factors such as interest rates, credit availability, construction costs, energy availability and the prosperity and demographic
characteristics of the urban center toward which the marketing of lots is directed. Decreased levels of construction activity
would tend to restrict the growth of property values in the District or could adversely impact such values.

Interest rates and the availability of mortgage and development funding have a direct impact on the construction activity,
particularly short-term interest rates at which developers are able to obtain financing for development costs. Lenders have
been selective in recent years in making real estate loans in the Austin area because of the negative impact to their real estate
portfolios. Interest rate levels may affect the ability of a landowner with undeveloped property to undertake and complete
construction activities within the District. Because of the numerous and changing factors affecting the availability of funds,
the District is unable to assess the future availability of such funds for continued construction within the District. In addition,
although located approximately 8 miles from the central downtown business district of the City of Austin, the success of
development within the District and growth of District taxable property values are, to a great extent, a function of the Austin
metropolitan and regional economics.

Competition: The demand for and construction of single-family homes in the District, could be affected by competition from
other residential developments including other residential developments located in other utility districts located near the
District, many of which have a more mature development status. In addition to competition for new home sales from other
developments, there are numerous previously-owned homes in more established neighborhoods closer to downtown Austin
that are for sale. Such homes could represent additional competition for new homes proposed to be sold within the District.

The competitive position of SR in the sale of developed lots and in the construction of single-family residential houses within
the District is affected by most of the factors discussed in this section. Such e competitive position is directly related to the
growth and maintenance of taxable values in the District and tax revenues to be received by the District. The District can give
no assurance that building and marketing programs in the District by SR will be implemented or, if implemented, will be
successful.

Developer Under No Obligation to the District: SR has informed the Board of its current plans to develop its lots within the
District for home construction by builders and that it has no current plans otherwise to sell its land within the District,
However, SR is not obligated to implement such plans on any particular schedule or at all. Thus, the furnishing of information
related to the proposed development by SR should not be interpreted as such & commitment. The District makes no
representation about the probability of development continuing in a timely manner or about the ability of SR, or any other
subsequent landowner to whom such parties may sell all or a portion of their holdings within the District, to implement any
plan of development. Furthermore, there is no restriction on SR"s right to sell its land. The District can make no prediction as
to the effects that current or future economic or governmental circumstances may have on any plans of SR. Failure to
construct taxable improvements on developed lots and failure of SR to develop its land would restrict the rate of growth of
taxable value in the District. The District is also dependent upon SR (see "TAX DATA - Principal Taxpayers") for the timely
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payment of ad valorem taxes, and the District cannot predict what the future financial condition of SR will be or what effect, if
any, such conditions may have on its ability to pay taxes. See¢ "THE DEVELOPER."

Full Purpose Annexation: Under certain circumstances the District may be subject to full purpose annexation by the City of
Austin which may cause residents within the District to be subject to taxation by the City and the District and may have an
adverse impact on the marketability of property within the District. See “THE BONDS — Annexation.”

Impact on District Tax Rates: Assuming no further development or construction of taxable improvements, the value of the
land and improvements currently within the District will be the major determinant of the ability or willingness of the District
property owners to pay their taxes. The 2004 assessed valuation of the District is $43,835,386 and the Estimated Assessed
Valuation as of January 1, 2005 is $48,646,782 (see "FINANCIAL STATEMENT"). After issuance of the Bonds, the
Projected Maximum Annual Debt Service Requirement will be $484,921 (2011) and the Projected Average Annual Debt
Service Requirement will be $415,420 (2005 through 2027, inclusive). Assuming (1) no increase or decrease from the 2004
assessed valuation, and (2) no use of funds on hand, a tax rate of $1.17 per $100 assessed valuation, at & 95% collection rate
would be necessary to pay the Projected Maximum Annual Debt Service Requirement of $484,921, and a tax rate of $1.00 per
$100 assessed valuation st a 95% collection rate would be necessary to pay the Projected Average Annual Debt Service
Requirement of $415,420. The District’s Estimated Assessed Valuation as of January 1, 2005 is $48,646,782. Based upon the
assumptions above, a tax rate of $1.05 per $100 assessed valuation, at a 95% collection and a tax rate of $0.90 per $100
assessed valuation, at a 95% collection would be necessary to pay the Projected Maximum Annual and the Projected Average
Annual Debt Service Requirements respectively. The District's 2004 debt service tax rate is $0.5560 per $100 assessed
valuation. See "PROJECTED DEBT SERVICE REQUIREMENTS" and "TAX DATA - Tax Adequacy for Debt Service."

Tax Collections and Foreclosure Remedies

The District has a right to seek judicial foreclosure on a tax lien, but such remedy may prove to be costly and time consuming
and, since the future market or resale market, if any, of the taxable real property within the District is uncertain, there can be no
assurance that such property could be sold and delinquent taxes paid. Registered Owners of the Bonds are entitled under
Texas law to a writ of mandamus to compe! the District to perform its obligations. Such remedy would have to be exercised
upon each separate default and may prove costly, time consuming and difficult to enforce. Furthermore, there is no trust
indenture or trustee, and all legal actions would have to be taken on the initiative of, and be financed by, Registered Owners to
enforce such remedies. The rights and remedies of the Registered Owners and the enforceability of the Bonds may also be
limited by bankruptcy, reorganization and other similar laws affecting the enforcement of creditors' rights generally.

Registered Owners' Remedies

In the event of default in the payment of principal of or interest on the Bonds, the registered owners have the right to seek a
writ of mandamus, requiring the District to levy adequate taxes each year to make such payments. Except for mandamus, the
Bond Order does not specifically provide for remedies to protect and enforce the interest of the registered gwners. There is no
acceleration of maturity of the Donds in the event of default and, consequently, the remedy of mandamus may have to be relied
upon from year to year. Although the registered owners could obtain a judgment against the District, such a judgment could
not be enforced by direct levy and execution against the District's property. Further, the registered owners cannot themselves
foreclose on property within the District or sell property within the District in order to pay the principal of and interest on the
Bonds. The enforceability of the rights and remedies of the registered owners may further be limited by laws relating to
bankruptcy, reorganization or other similar laws of general application affecting the rights of creditors of political subdivisions
such as the District.

Bankruptcy Limitation to Registered Owners' Rights

The enforceability of the rights and remedies of Registered Owners may be limited by laws relating to bankruptcy,
reorganization or other similar laws of general application affecting the rights of creditors of political subdivisions such as the
District. Subject to the requirements of Texas law discussed below, a political subdivision such as the District may voluntarily
file a petition for relief from creditors under Chapter 9 of the Federal Bankruptcy Code, 11 USC sections 901-946. The filing
of such petition would automatically stay the enforcement of Registered Owners' remedies, including mandamus and the
foreclosure of tax liens upon property within the District discussed above. The sutomatic stay would remain in effect until the
federal bankruptcy judge hearing the case dismissed the petition, enters an order granting relief from the stay or otherwise
allows creditors to proceed against the petitioning political subdivision. A political subdivision, such as the District, may
qualify as a debtor eligible to procesd in a Chapter 9 case only if it (1) is specifically authorized to file for federal bankruptcy
protection by applicable state law, (2) is insolvent or unable to meet its debts as they mature, (3) desires to effect a plan to
adjust such debis, and (4) has either obtained the agreement of or negotiated in good faith with its creditors or is unable to
negotiate with its creditors because negotiations are impracticable. Under Texas law a municipal utility district, such as the
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District, must obtain the approval of the TCEQ as a condition to secking relief under the Federal Bankruptcy Code. The
TCEQ is required to investigate the financial condition of a financially troubled district and authorize such district to proceed
under federal bankruptcy law only if such district has fully exercised its rights and powers under Texas law and remains unable
to meet its debts and other obligations as they mature.

Notwithstanding noncompliance by a district with Texas law requirements, a district could file a voluntary bankruptcy petition
under Chapter 9, thereby involving the protection of the automatic stay until the bankruptcy court, after a hearing, dismisses
the petition. A federal bankruptcy court is a court of equity and federal bankruptcy judges have considerable discretion in the
conduct of bankruptcy proceedings and in making the decision of whether to grant the petitioning district relief from its
creditors. While such a decision might be applicable, the concomitant delay and loss of remedies to the Registered Owners
could potentially and adversely impair the value of the Registered Owner's claim.

If a petitioning district were allowed to proceed voluntarily under Chapter 9 of the Federal Bankruptcy Code, it could file a
plan for an adjustment of its debts. If such a plan were confirmed by the bankruptcy court, it could, among other things, affect
a Registered Owner by reducing or eliminating the amount of indebtedness, deferring or rearranging the debt service schedule,
reducing or eliminating the interest rate, modifying or abrogating collateral or security armangements, substituting (in whole or
in part) other securities, and otherwise compromising and modifying the rights and remedies of the Registered Owner's claim
against a district.

The Effect of the Financlal Institutions Act of 1989 on Tax Collections of the District

The "Financial Institutions Reform, Recovery and Enforcement Act of 1989" ("FIRREA"), enacted on August 9, 1989,
contains certain provisions which affect the time for protesting property valuations, the fixing of tax liens, and the collection of
penalties and interest on delinquent taxes on real property owned by the Federal Deposit Insurance Corporation ("FDIC")
when the FDIC is acting as the conservator or receiver of an insolvent financial institution.

Under FIRREA real property held by the FDIC is still subject to ad valorem taxation, but such act states (i) that no real
property of the FDIC shall be subject to foreclosure or sale without the consent of the FDIC and no involuntary liens shall
attach to such property, (ii) the FDIC shall not be liable for any penalties or fines, including those arising from the failure 1o
pay any real or personal property tax when due and (iii) notwithstanding failure of a person to challenge an appraisal in
accordance with state law, such value shall be determined as of the period for which such tax is imposed.

There has been little judicial determination of the validity of the provisions of FIRREA or how they are to be construed and
reconciled with respect to conflicting state laws, However, certain recent federal court decisions have held that the FDIC is
not liable for statutory penalties and interest authorized by State property tax law, and that although a lien for taxes may exist
against real property, such liecn may not be foreclosed without the consent of the FDIC, and no liens for penalties, fines,
interest, attorneys fees, costs of abstract and research fees exist against the real property for the failure of the FDIC or a prior
property owner to pay ad valorem taxes when due. It is also not known whether the FDIC will attempt to claim the FIRREA
exemptions as to the time for contesting valuations and tax assessments made prior to and after the enactment of FIRREA,
Accordingly, to the extent that the FIRREA provisions are valid and applicable to any property in the District, and to the extent
that the FDIC sttempts to enforce the same, these provisions may affect the timeliness of collection of taxes on property, if
any, owned by the FDIC in the District, and may prevent the collection of penalties and interest on such taxes.

Marketabllity

The District has no understanding with the Initial Purchaser regarding the reoffering yields or prices of the Bonds and has no
control over trading of the Bonds in the secondary market. Moreover, there is no assurance that a secondary market will be
made in the Bonds, If there is a secondary market, the difference between the bid and asked price for the Bonds may be
greater than the difference between the bid and asked price of bonds of comparable maturity and quality issued by more
traditional issuers as such bonds are more generally bought, sold or traded in the secondary market.

Continuing Compliance with Certaln Covenants

Failure of the District to comply with certain covenants contained in the Bond Order on a continuing basis prior to the maturity
of the Bonds could result in interest on the Bonds becoming taxable retroactively to the date of original issuance. See "TAX
MATTERS."

Future Debt
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The District reserves in the Bond Order the right to issue the remaining $25,905,000 authorized but unissued bonds See
"FINANCIAL STATEMENT ~ Unlimited Tax Bonds Authorized but Unissued"”, and such additional bonds as may hereafter
be approved by both the Board of Directors, the City of Austin and voters of the District. The District has also reserved the
right to issue certain other additional bonds, revenue bonds or notes, special project bonds, refunding bonds, and other
obligations described in the Bond Order. All of the remaining $25,905,000 bonds which have heretofore been authorized by
the voters of the District may be issued by the District, with the approval of City of Austin and the TCEQ, from time to time as
improvement needs arise. If the District does issue future bonds or other debt obligations, such issuance could increase gross
debt/property valuation ratios and might adversely affect the investment security of the Bonds.

After reimbursements made with proceeds from the Bonds, there will be approximately $847,277, which is 70% share of
construction costs, but does not include engineering, currently owed to the developers for the development of the utilities
within the District (see "THE DISTRICT - Historical and Current Status of Development™. The District does not anticipate
the issuance of the full principal amount of authorized but unissued bonds ($25,905,000) but is legally authorized to do so
upon the approval of the TCEQ), the City of Austin and the Board of Directors. Each future issue of bonds is intended to be
sold at the earliest practicable date consistent with the maintenance of a reasonable tax rate in the District {(assuming projected
increases in the value of taxable property made at the time of issuance of the bonds are accurate). The District does not
employ any formula with respect to assessed 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 addition, future changes in health or environmental 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 created by order of the Texas Water Commission, predecessor to the TCEQ, adopted on June 17, 1987, and a
confirmation election held within the District on November 3, 1987, and operates as a municipal utility district pursuant to the
provisions of Chapters 49 and 54 of the Texas Water Code, as amended, and other general statutes of the State of Texas
applicable to municipal utility districts. The District is subject to the continuing supervision of the TCEQ and is located
entirely within the limited purpose jurisdiction of the City of Austin. (See "THE BONDS - Source of Payment and Security
for Payment™).

The District is empowered, among other things, to purchase, construct, operate and maintain all works, improvements,
facilities and plants necessary for the supply and distribution of water; the collection, transportation, and treatment of
wastewater; and the control and diversion of storm water. The District may issue bonds and other forms of indebtedness to
purchase or construct such facilities. The District may also provide park and recreational facilities and solid waste disposal
services. If approved by the voters end the TCEQ, the District may establish, operate and maintain a fire 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, Article XVI, Section 59 of the Texas Constitution and Chapter 49 of
the Water Code were amended to authorize certain districts, such as the District, to issue bonds, subject to voter approval and
the approval of the TCEQ and the City of Austin, payable from ad valorem taxes to pay 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 consider
doing so in the future. See “THE BONDS - Issuance 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 City of Austin, within whose extraterritorial jurisdiction the property comprising the proposal was located at
the time the consent was requested, the District is required to observe certain requirements of the City of Austin which limit
the purposes for which the District may sell bonds for the acquisition, construction, and improvement of waterworks,
wastewater, and drainage facilities; require approval by the City of Austin of District construction plans; and permit
connections only to single-family lots and commercial or multi-family commercial platted reserves which have been approved
by the Planning Commission of the City of Austin. Construction and operation of the District’s utility system ("System") is
subject to the regulatory jurisdiction of additional governmental egencies. See "THE SYSTEM."

Annecxation

The District, at the time of its creation, was located within the corporate limits of the City of Austin. In 1997, pursuant to
Section 43.203 of the Texas Local Government Code, the District petitioned the City to alter the status of land within the
District from full purpose annexation to limited purpose annexation. As a result, land within the District can be regulated for
purposes of planning, zoning and health and safety, but is not currently subject to taxation by the City. See *THE BONDS -
Annexation” and “THE DISTRICT - City of Austin Consent Agreement.”
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Management of the District
Board of Directors
The District is governed by a board, consisting of five directors, which has control over and management supervision of all

affairs of the District. Directors’ terms are four years with elections held within the District on the first Saturday in May in
each even numbered year. Two of the directors listed below reside within the District.

Name Iide Jerm Fxpires Length of Service
Charles H. Scott President 2008 11 Years
Ann Carmroll Vice President 2006 7 Years
Michelle Bolin Secretary 2006 2.5 Years
Gregory D. Schroen Treasurer 2008 8 Years
Steve Graves Asst, Sec./Treasurer 2008 8 Years
District Consultants

Tax Assessor/Collector

Lend and improvements in the District ere being appraised by the Travis Central Appraisal District. The Tax
Assessor/Collector is appointed by the Board of Directors of the District. The Travis County Tax Assessor/Collector, Ms.
Nelda Wells Spears, currently serves the District in this capacity under contract. Ms. Spears serves as Tax Assessor/Collector
to approximately 79 other special districts.

System Operator/Bookkeeper

The District contracts with ECO Resources, Inc. ("ECO") to serve as operator of the sewer system and bookkeeper for the
District. ECO serves in a similar capacity for 62 other special districts in the Austin area.

Auditor

Pena Swayze & Company, Inc. prepared the District’s andited financial statements for the fiscal year ended September 30,
2004,

Engineer

The District's consulting engineer is Schroeder Engineering Company (the "Engineer”). Such firm serves as consulting
engineer to 15 other special districts.

Financlal Advisor

Southwest Securities serves as the District's financial advisor (the "Financial Advisor"). The fee for services rendered in
connection with the issuance of the Bonds is based on the percentage of the Bonds actually issued, sold and delivered and,
therefore, such fee is contingent upon the sale and delivery of the Bonds. The Financial Advisor has been authorized through
an order of the Board to submit a bid for the purchase of the Bonds.

Bond Counsel

The District has engaged McCall, Parkhurst & Horton L.L.P., Austin, Texas as Bond Counsel in connection with the issuance
of the District's Bonds. The fees of Bond Counsel are contingent upon the sale and delivery of the Bonds.

General Counsel
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The District employs Armbrust & Brown, L.L.P. ("A&B ") as general counsel. The fees of General Counsel related to the
issuance of the Bonds are contingent upon the sale and delivery of the Bonds. A&B also acts as counsel to the District on
matters not related to the issuance of bonds and is compensated based on time charges actually incurred.

Location

The District is located in Travis County approximately eight miles south-southeast of Austin's central business district and is
situated approximately 1.5 miles south of Austin Bergstrom International Airport. The District is comprised of approximately
804.41 acres. Access to the District is provided by Interstate Highway 35 and Burleson Road via Elroy Read.

Historical and Current Status of Development

The District was created by the Texas Water Commission predecessor to the Texas Commission on Environmental Quality, on
June 7, 1987 upon petition by Moore's Crossing Joint Venture ("Moore’s Crossing J.V."), the original developer and owner of
all land within the District. The District was originelly created as an in-city municipal utility district {i.e., inside the city limits
of the City of Austin). In 1986 and 1987, Moore's Crossing J.V. constructed certain regional water and wastewater facilities
and developed Sections 1 (115 lots) and 2 (43 lots) within the District with water, wastewater and drainage facilities; however,
underground utilities and street paving were incomplete and no houses were constructed. Moore's Crossing J.V. subsequently
defaulted on their development loan from University Savings which was later taken over by the Resolution Trust Corporation
{("RTC"). All development activity within the District ceased from 1987 until 1993. In April 1993, MC Joint Venture
purchased approximately 804 acres within the District from the RTC. MC Joint Venture is comprised of William Geo.
Gurasich, individually, and BC Partnership, a Texas general partnership, comprised of two individuals, William Chambers and
Timothy Chambers. In early 1993, the City of Austin announced plans to move the municipal airport from Robert Mueller to
the former site of the Bergstrom Air Force Base located near the District. MC Joint Venture delayed any development activity
within the District until the Federal Aviation Administration ("FAA") announced the noise control zone and flight path. In
August, 1994 and April, 1996 the land included in Section 1 (28.7 acres) and an additional 179 acres was sold by MC Joint
Venture to SR Development, a Subchapter § Texas Corporation with William Geo. Gurasich as the sole director and President.

In January 1996, the Board of Directors of the District voted to be deannexed from the city limits of the City of Austin
pursuant to the provisions of 8B 1396 passed by the 72nd Texas Legislature in 1995. In late 1995 and early 1996,
development within the District was reinstituted by SR Development and utilities and street paving were completed in Phase
A, Sections 1 (115 lots) and 2 (43 lots) and homes were constructed in such sections ranging in price from $68,000 to
$120,000 with living area renging from 1,000 to 1,600 square feet.

Since that titne, Phase A, Sections 3A (54 lots), 3B (50 lots), 3C (40 lots) , 5A (62 lots), 5B (72 lots), and Section 6 (58 lots)
and the elementary school site have been completed, as well as the and construction of underground utilities and street paving.
Home prices in Sections 3 and 6 range from $70,000 to $125,000 and range in size from 1,000 to 1,600 square feet. In
January 1998, MC Joint Venture sold 17 acres to Del Valle Independent School District for an elementary school, the 17 acre
school site was annexed into the District on May 7, 1998, and the elementary school opened in the Fall of 1999,

Since 1995, a total of 452 homes have been constructed within the District as follows: 20 homes in 1995, 85 homes in 1996,
43 homes in 1997, 47 homes in 1998, 54 homes in 1999, 38 homes in 2000, 71 homes in 2001, 2 homes in 2002 and 62 in
2003, and 30 in 2004.

Additionally, the Developer has informed the District that construction of utility facilities to serve Phase B, Section 1 (35.4
acres, 175 platted single family lots) has been completed, including street paving. The Developer has further represented that
alt E " vacant developed single family lots located in Phase A, Section 5B are under contract of sale to Main Street Builders
Ltd. ("Main Street™), and the 175 single family lots located in Phase B, Section 1 are under contract of sale to NuHome, a
division of Lennar. See “THE DEVELOPER - Lot Sales Contracts.”

The Developer has also informed the District that construction of utlll[:y facllmes to serve Phase B, Section 2 (26.6 acres)
located north of Elroy Road is expected to commence on or about " """ “and development of such section is expected to
be complete by . The Developer has stated that the remaining single family acreage within the District is expected
to be developed as follows Phase C, Section 1 (28 acres, 150 lots); Phase D, Section 1 (46.6 acres, 250 lots); Phase D,
Section 2 (46.6 acres, 250 lots); Phase D, Section 3 (46.6 acres; 250 lots); and Phase E (17.6 acres, E;_lots) The District
makes no representation that any further development will occur within the District or that any further development within the
District will be consistent with existing development with the District. See “THE DISTRICT — Future Development.”

26



According to information provided by the Developer, the status of development within the District as of April 1, 2005 is as
follows:

A. Developed with Utility Facilities

Land Use
Single Homes
Net Family Completed Under Vacant
Subdivision Acreape Other Lots Homes ns n Lots
Moore's Crossing 28.7 115 115 0 0
Stoney Ridge, Phase A
Section 2 11.3 43 43 0 0
Section 3A 12.1 54 54 /] 0
Section 3B 12.2 50 50 0 0
Section 3C 9.9 40 40 0 0
Section 5A 12.4 62 62 0 0
Section 5B 14.2 72 35 2 35
Section 6 12.5 58 58 0 0
Section 1 354 175 0 2 725
Subtotal 148. 669 457 2 210
Del Valle School 17.1 {(a)
Total Developed with Udlity Factlities 165.8 669 457 2 210
B. Lots Platted, Utllity Facllities Under Construction
Stoney Rldge, Phase B
Section 2 (b) 26.6 _0
Total Developed or Currently being 192.4 669 457
Developed
C. Undeveloped, But Developable Acreage (c)
Single Family 2117
Multifamily 34.0
Industrial (d} 161.6
Retail 386
Other (¢) 184
Total Undeveloped, But Developable 464.3
Acreage
TOTAL DEVELOPABLE ACREAGE 656.7

D. Undevelopable Acreage
Acreage Dedicated to City of Austin

Community Housing 7.0
Park 20.0
Emergency Medical Station 6.0
Water Storage Tank 5.6
Flood Plain and Conservation 109.1

TOTAL UNDEVELOPABLE ACREAGE 147.7
TOTAL ACREAGE B04.4

(8) Del Valle 1SD ¢lementary school; opened in the Fall of 1999,

(b) According to SR Development, construction of utlity facilitics to serve Phase B, Section 1 (platted as 175 single family lots) is
approximately [ % complete and is expected to be completed by 2" * 2005,

(c) Represents the current zoning of the undeveloped but developable acreage. The District makes no representation that such acreage will be
ultimately developed according to the land uses listed above.

(d) The Texas Turnpike Authority Division of the Texas Department of Transportation (“TXDOT") is currently in discussion with the
Developer to acquire right-of-way for State Highway 130, an approximately 49 mile turnpike project, a portion of which is expected to be
constructed within the boundaries of the District. The timing of such right-of-way scquisition and the amount of acreage to be acquired is
currently unknown; however, the Developer anticipates approximately 65-70 acres zoned for industrial development may be acquired by
TXDOT. State Highway 130 is expected to be completed by December, 2007.

(c) The acreage was originally platted and approved by the City of Austin as 91 single family lots. However, in 2001, the City of Austin
expanded its noise contour by three miles, which included the 18.4 acres. According to the Developer, the acreage is still developable,
however, the type of development is uncertain.

27



Future Development

Approximately 165.8 acres of land located in the District have been developed with utility facilities as described above under
"Historical and Current Status of Development.” The remaining approximately 490.9 undeveloped but developable acres are
planned for additional single family, multifamily, industrial or retail development use.

Although the aforcmentioned undeveloped acres may be developed in the future, the landowners are not obligated to begin
development. Accordingly, the District makes no representation that future development will occur. See "RISK FACTORS -
Factors Affecting Taxable Values and Tax Payments." The instigation of any new development will be dependent on several
factors including, to a great extent, the general and other economic conditions which would affect any party's ability to sell
property. If the undeveloped portion of the District is eventually developed, additions to the District's water, wastewater, and
drainage systems required to service such undeveloped acreage may be financed by future issues, if any, of the District’s bonds
and developer contributions, if any, as required by the TCEQ. The District's Engineer estimates that the $25,905,000
authorized bonds which remain unissued after the sale of the Bonds will be adequate to finance the construction of such
facilities to provide service to ali of the currently undeveloped portions of the District. See "THE BONDS - Future Debt.”

City of Austin Consent Agreement

Under state law the City of Austin is required to give its consent to the creation of the District. The vehicle for this consent is
an ordinance passed by the City Council of the City of Austin, which includes the "Creation Agreement." The following is a
summary of certain terms and conditions of the Creation Agreement (hereinafter defined), but it is not a complete description
and is qualified by reference to the Creation Agreement, copies of which are available from the District.

By Passage of Ordinance No. 860206-N, the City of Austin granted its consent to the creation of the District. In the Creation
Agreement, as amended, the District agreed to issue bonds only for purposes approved by the City of Austin. In the Creation
Agreement, the City of Austin has contracted to provide retail water and wastewater service to all of the customers within the
District.

The Creation Agreement provides that each developer will serve rs project manager for the construction of the facilities
constituting the District's utility system and which are being funded by such developer. All of such facilities will be reviewed
and approved by the appropriate state agencies and the City of Austin prior to construction.

The District agrees that it will not serve customers outside of its boundaries and that it will not annex additional land into the
District without the prior approval of the City of Austin. The Creation Agreement also provides that the City of Austin shall
not be liable for the failure to provide water and wastewater service where that failure results from conditions beyond the City
of Austin's control. In addition, the City of Austin has the right to limit service to the District on the same basis and to the
same extent that it limits service to other customers.

The District and the City have agreed that the City may annex and dissolve the District after 20 years from the date of
confirmation of creation of the District. The District was confirmed on November 3, 1987. The City also retained the ability
to annex and dissolve the District if at least 90% by dollar amount of the District facilities have not been constructed within {5
years from the date of confirmation of the District creation; provided, however, if construction of District facilities is
underway, annexation may be postponed until construction is completed and the purchase of the facilities is accomplished.

The Creation Agreement further provides that MC Joint Venture and its successor and assigns must dedicate two separate
tracts of five acres each to be used for City-sponsored low to moderate income, owner occupied housing. Additionally, MC
Joint Venture has agreed in the Creation Agreement to guarantee that 20% of the single family lots it develops will be sold at
or below $13,760 subject to certain cost adjustments.

The District and the City of Austin have agreed to certain land use controls, including land use and density limitations for

property located within the boundaries of the District. Prior to development, the land in the District must be subdivided in
accordance with state law and City of Austin ordinances. The Creation Agreement is for a term not to exceed 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, include purchasing the land within
the future district; petitioning for creation of the district; designing the development; defining a marketing program; planning
and scheduling building schedules; securing necessary governmental approvals and permits for development; arranging for the
construction of roads and the installation of utilities and drainage facilities; and selling improved lots or commercial reserves to
builders, other developers or third parties. Ordinarily, the developer pays one hundred percent (1060%) of the costs of paving
and amenity design and construction while the utility district finances the costs of the water supply and distribution,
wastewater collection and treatment and drainage facilities. However, the TCEQ may require the developer to pay up to thirty
percent (30%) of the cost of certain water distribution, wastewater collection and drainage facilities. While a developer is
required by the TCEQ to pave streets and generally to pay a portion of the costs of utilitics to be financed by the district, a
developer generally is under no obligation to a district to undertake development activities with respect to other property it
owns within a district. Furthermore, there is no restriction on a developer's right to sell any or all of the land which the
developer owns within a district. In addition, the developer is ordinarily the major taxpayer within the district during the early
stages of development. The relative success or failure of a developer to perform in the 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 is SR Development, a Subchapter §
Texas Corporation with William Gurasich as the sole director and President and MC Joint Venture comprised of William
Gurasich, individually and BC Partnership, a Texas general partnership, comprised of William Chambers and Timothy
Chambers, individually

In April 1993, MC Joint Venture purchased approximately 784 acres from the RTC which included a1l undeveloped property,
Sections 1 and 2 which were partially developed along with certain regional water and wastewater facilities. In August, 1994
and April, 1996 the land included in Section 1 and an additional 179 acres were sold by MC Joint Venture to SR Development.
As of October 1, 2003, MC Joint Venture owns 456 net developable acres within the District a portion of which are currently
under an agricultural exemption and approximately 75 acres are owned by SR Development. See “THE DISTRICT -
Historical and Current Status of Development.”

In 1998 Mr. Gurasich, the sole director and President of SR Development plead guilty to federal charges of conspiracy, mail
fraud, false claims and money laundering in connection with alleged improper medicare and medicaid reimbursements
received by a health care company for which Mr. Gurasich had served as a consultant and investor. Mr, Gurasich paid
$1,050,987 in restitution and a $20,000 fine and was sentenced to 60 months probation. Mr. Gurasich's probation was
terminated early effective April 6, 2003, after serving 36 months.

Financing

Acquisition financing for MC Joint Venture was funded by cash contributed by the joint venture, Acquisition financing for SR
Development was funded through notes (the “Notes™) from SR Development to MC Joint Venture and a $600,000 cash
payment. The Notes mature November 2, 2009 and April 23, 2009, respectively, are subordinate to the development financing
loan, described herein, and at | ", 2005 had principal balances of $;___ _ “andE ~ """ respectively. Security
for the notes includes proceeds from the sale of lots and all bond reimbursements,

According to the Developer, SR Development has six outstanding loans with First State Bank Central Texas related to the
development of projects within the District. According to First State Bank Central Texas the status of the six loans as of April
15, 2005 iz as follows:
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Loan

Amount Due
Proiect Amount of J.oan Iype Loan Qutstandine Date
1.Phase A, Sec 5B $200,000 Line of Credit $180,569.23 8/08/05 (a)
2.Phase A, Sec 5B 923,000 Loan 313,487.96  10/24/05 (b)
3. Wet Pond 1,189,600 Line of Credit 877,759.66  12/28/05
4. Wet Pond/Sec 5B 75,000 Line of Credit 75,000.00 5/03/05 (c)
5.Phase B, Sec | 2,840,000 Line of Credit 1,849,225.53 1228405
6.Phase B, Sec | 405,000 Line of Credit 50,000.00  02/04/06
$5,632,600 $3,346,042.38

(a) Original maturity date of October, 2004 extended to August 8, 2005,
(b) Original maturity date of August, 2004 extended to October 24, 2005.
(c) Loan for payment of engineering for wet pond and Phase A, Section 5B.

All of the above loans are secured by a note from SR Development and 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 Deed of Trust on Phase B, Section 1 property in the
case of Loans § and 6. According to SR Development, it is in compliance with all material terms of the loan.

In addition to the above loans, SR Development has two outstanding letters of credit related to the construction of the wet pond
and construction of utility facilities to serve Phase B, Section 1. According to First State Bank Central Texas as of April 15,
2005, the outstanding balances of the letters of credit were $279,020 (wet pond) and $885,651 (Phase B, Section 1),
respectively.

Development loans for future sections including Phase B, Section 2 have not yet been obtained.
Lot Sales Contracts

SR Development has entered into lot sales contracts with Main Street, Ltd. (*Main Street™) with respect to the 72 lots in Phase
A, Section 5B. Main Street is required to take down 72 lots in accordance with the following schedule: 20 lots with 15 days
of completion of construction of such lots, 14 lots within three months efter the first lot closing, 15 lots within six months after
the first lot closing, 14 lots within nine months after the first lot closing and the remainder within 12 months of the first lot
closing. Main Street has posted eamest money in connection with the purchase of the lots and has the right to specific
performance or termination of the contract in the event of & default by SR Development. In the event of default under the
contract by Main Street, SR Development can cancel the contract and retain the eamest money as damages or enforce specific
performance of the takedown schedule.

Additionally, the Developer has entered into a lot sales contract with Lennar Homes of Texas Land and Construction Ltd.
(“Lennar”) for the purchase of one half of the lots (159 lots) in Phase B, Section 1, (63.9 acres, 318 single family lots). Pursuant to
such contract, 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 90 days thereafter. Lennar has also posted earnest money in connection
with the purchase of the lots and has the right to specific performance or termination of the contract in the event of a default by SR
Development. In the event of default under the contract by Lennar, SR Development can cancel the contract and retain the earnest
money as damages or extend the time for performance as mutually agreed to by the parties.

Discussions are ongoing with Main Street regarding execution of a lot sales contract for the other 159 lots within Phase B, Section
1. Lennar has also executed a lot sales contract for one half of the lots {75 lots) in Phase C, Section 1(28 acres, 150 lots) with a
takedown schedule identical to that of Phase B, Section 1.

THE SYSTEM
Gencral
The District derives its entire water supply and wastewater treatment services from the City of Austin (the "City” or "Austin™)
pursuant to the terms of the Agreement Concerning Creation and QOperation of Moore's Crossing Municipal Utility District

(the "Creation Agreement. Under the terms of the Creation Agreement, the City agrees to provide potable water and
wastewater treatment capacity in an amount adequate to service the District at ultimate development,
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The proceeds of the Bonds will be used to acquire (1) water, wastewater and drainage facilities to serve Stoney Ridge, Phase
A, Sections 1, 5A, 5B and 6 (approximately 67.3 acres) and Stoney Ridge, Phase B, Section 1; and (2) a wastewater
interceptor to serve Stoney Ridge, Phase B (approximately 64 acres). All of the utility facilities have been designed to be in
conformity with the requirements of the City of Austin, Travis County, and the Commission.

Water Supply and Distribution

The District receives its entire potable water supply from Austin which, in turn, obtains water from three locations along the
Colorado River. The primary source of potable water for the District is the City's Central Pressure Zone through the Moore's
Crossing Transmission Main and Reservoir which is owned and operated by the City of Austin. The City has agreed to provide
the District with water capacity sufficient to serve 3,955 living unit equivalents.

Wastewater Collection and Treatment

Wastewater treatment service for the District is provided by the City's South Austin Regional Wastewater Treatment Plant (the
"Treatment Plant")., The Treatment Plant has a permitted capacity of 50 million gallons per day (“mgd™) and has been sized to
service the entire Slaughter Creek drainage area, in which the District is located, at ultimate development. Current flows
through the Treatment Plant are approximately 33 mgd.

100 Year Flood Plaln

According to the District's Engineer approximately 100 acres of undeveloped land within the District are located within the
100-year flood plain,

Water and Wastewater Operations

Rate and Fee Schedule — Table 1

District retail service responsibilities are handled by the City of Austin pursuant to the Consent Agreement. The City of Austin
provides water and wastewater service to utility customers within the District and charges rates equal to the current rates set by
the City of Austin for retail water and sewer service. Such rates are expected to be changed from time to time by the City. The
City of Austin is responsible for maintaining and operating the System. Effective October 20, 1998, the District began

collecting certain tap fees from builders (water and wastewater tap fecs at $150.00 per Fee Unit for service to lots within the
District.)

{The remainder of this page intentiornally left blank)
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‘Waterworks and Sewer System Operating Statement — Table 2

The following statement sets forth in condensed form the historical results of operation of the District's water and sewer system as
of September 30 of the following years. Such summary has been prepared by the Financial Advisor for inclusion herein, based
upon information obtained from the District's audited financial statements. Reference is made to such statements for further and
more complete information.

Fiscal Year Ended September 30 (2}

2004 2003 002 2001 2000

REVENUES
Property Tax Revenue s 183,396 § 143319 % 91,603 § 95,105 § 53,608
Tap Fees 8,100 18,000 600 24,000 7,800
Interest 1,846 1,111 1,011 3,175 1,723
Operating transfers in 600 - - . -
TOTAL REVENUE 5 193941 $ 162430 % 93,214 § 122280 S 63,131
EXPENSES
Repairs and maintenance $ 24,906 $ 18,078 § 13206 § B400 § 2,182
Chemicals 14,735 14,021 20,557 13,832 7.310
Utilities/telephone 2,605 2,374 2,278 2,498 6,183
Security Lights 5,812 5112 4,049 3,896 3,653
Landscape expense 18,388 16,428 20,447 19,425 8,500
Inspection fees - - - - -
Director fees and related

payroli expenses 8,847 7,105 8,258 5,360 5,498
Management services 4,400 4,400 4,400 4,400 4,300
Legal fees 23,392 19,442 15,717 19,128 14,137
Engineering fees 9,244 7,380 6,482 6,176 4,249
Audit fees 7,500 6,557 6,552 7,740 6,500
‘Tax appraisal/collection 1,024 959 659 699 387
Other consulting fees - 1,533 581 472 1,310
Insurance 2,009 1,609 1,891 1,896 1,864
Interest . - - - -
Miscellaneous 2,705 - 2,458 1,275 2,313
Capital Outlay - - - - 1.000
TOTAL EXPENSES s 125,567 $ 107331 s 107,625 § 95,197 4 69,386
EXCESS

REVENUE/EXPENSES J 68373 5350900 S (1441) S 27083 S ___ (6259

(& Audied
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FINANCIAL STATEMENT

(Unaudited as of January 1, 2005)

Assessed Value - Table 4
2004 AsSESSEd VAIDAHOM. ....oourevriesinstresiassssaresssesenrnreresrsnterrnasbensessbesstonsstonsnsrsssnsns $ 43835386 (a}
Estimated Assessed Valuation as of JANUATY 1, 2005 ... ccoviunermsmnimrmenmsssrmsrssssss s sessesassacssanne $ 48,646,782 (b)
Gross Debt Outstanding (after issuance of the Bonds)...............ccor i $ 5,888,546.20
Ratio of Gross Debt to 2004 Assessed VAMAtON. ..o isssssiamses e sisasssssssnes ssssas s smsasscsseensis 13.43%
Ratto of Gross Debt to Estimated Assessed

Valuation as of JAnUAry 1, 2005 ......ccciimimrenicncnmeensseimsemsss s ssssans tssssssssassas s ssees 12.10%

Area of District: 804.4 acres
Estimated 2004 District Population: 1,477 (c)

(a) As certified by the Travis Central Appraisal District ("TCAD™). See "TAXING PROCEDURES.”

(b} As estimated by TCAD as of January 1, 2005 and is included solely for the purposes of illustration. Such amount reflects an estimate of the taxable valus
within the District and is subject to review and change by TCAD. No tax will be levied on such amount unless it is certified by TCAD. See “TAXING
PROCEDURES."

(¢} Asof January 1, 2005, based on 3.5 residents per completed single family connection.

Unlimited Tax Bonds Authorized but Unissued —Table §

Date Vote Issued
Authorization For Against Purpose Authorized 1o Date Unissued
11/03/87 3 0 Water, Sanitary

Sewer & Drainage $32,000,000  §6,095000(a) $25,905,000

(a) Includes the Bonds.
Outstending Bonds — Table 6

A. New Money Issues:

Date of Original Amount Cutstanding
Jssue Serles Amount 10/01/04
12/01/98 1998 $1,425,000 $ -0- (a)
10/01/03 2003 1,670,000 1,635,000.00
06/01/05 2005 3.000.000 3.000,000.00 (b)
Total $6.005.000 $4.635,000.00

B. Refunding Bonds:

3/1/04 2004 $1,324.999.45 $1.253.546 20
TOTAL OUSTANDING BONDS 35.888.546.20
(n)Refunded by the Series 2004 Refunding Bonds.

(b) The Bonds.
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Cash and Investment Balances (Unaudited as of Decernber 31, 2004) — Table 7

OPETALNG FUNA.........c.oouveeseeeesveneammnsesssereieresosssssssesssss eRsRRSES s s SR aas s SRR RSBt 150 $ 386,362
Dbt SErVICE FURA ™. o.oorvee v ieeremesressesssesssesrasersssesssessosttntatssssosssostasss soaassossaossuess sasssuspsssnsesass $ 574227

(a) Does not include approximately $345,000 capitalized interest included in the proceeds of the Bonds. Neither Texas law nor the Bond Order
requires the District to maintain any particular sum in the Debt Service Fund.

Investment Authority and Investment Practices of the District

Under Texas law, the District is authorized to invest in (1) obligations of the United States or its agencies and instrumentalities,
including letters of credit; (2) direct obligations of the State of Texas or its agencies and instrumentalities; (3) collateralized
mortgage obligations directly issued by a federal agency or instrumentality of the United States, the underlying security for which
is guaranteed by an agency or instrumentality of the United States; (4) other obligations, the principal and interest of which is
guarenteed or insured by or backed by the full faith and credit of, the State of Texas or the United States or their respective
agencies and instrumentalities; (5) obligations of states, agencies, counties, cities, and other political subdivisions of any state rated
as to investment quality by a nationally recognized investment rating firm not less than A or its equivalent; (6) bonds issued,
assumed or guaranteed by the State of Israel; (7) certificates of deposit that are issued by a state or national bank domiciled in the
State of Texas, a savings bank domiciled in the State of Texas, or a state or federal credit union domiciled in the State of Texas and
are guaranteed or insured by the Federal Deposit Insurance Corporation or the National Credit Union Share Insurance Fund, or are
secured as to principal by obligations described in clauses (1) through (6) or in any other manner and amount provided by law for
District deposits, (8) fully collateralized repurchase agreements that have a defined termination date, are fully secured by
obligations described in clause (1), and are placed through a primary govemment securities dealer or a financial institution doing
business in the State of Texas, (9) effective September 1, 2003, securities lending programs if (i) the securities loaned under the
program are collateralized, a loan made under the program allows for termination at any time and a loan made under the program
is either secured by (a} obligations that are described in clauses (1) through (6) above, (b) irrevocable letters of credit issued by a
state or national bank that is continuously rated by a nationally recognized investment rating firm at not less than A or its
equivalent or (c) cash invested in obligations described in clauses (1) through (6) above, clauses (11} through (13) below, or an
authorized investment pool; (i} securities held as collateral under a loan are pledged to the City and held in the City’s name; (iii) a
Joan made under the program is placed through either a primary government securities dealer or a financial institution doing
business in the State of Texas; and (iv) the agreement to lend securities has a term of one year or less, (10) certain bankers'
acceptances with the remaining term of 270 days or less, if the short-term obligations of the accepting bank or its parent are rated
at least A-1 or P-1 or the equivalent by at least one nationally recognized credit rating agency, (11) commercial paper with a stated
maturity of 270 days or less that is rated at least A-1 or P-1 or the equivalent by either {a) two nationally recognized credit rating
agencies or (b) one nationally recognized credit rating agency if the paper is fully secured by an imrevocable letter of credit issued
by a U.S. or state bank, (12) no-load money market mutual funds registered with and regulated by the Securities and Exchange
Commission that have a dollar weighted average stated maturity of 90 days or less and include in their investment objectives the
maintenance of a stable net asset value of $1 for cach share, and (13) no-load mutual funds registered with the Securities and
Exchange Commission that have an average weighted maturity of less than two years, invest exclusively in obligations described
in the this paragraph, and are continuously rated as to investment quality by at least one nationally recognized investment rating
firm of not less than AAA or its equivalent. In addition, bond proceeds may be invested in guaranteed investment contracts that
bave a defined termination date and are secured by obligations, including letters of credit, of the United States or its agencies and
instrumentalities in an amount at least equal to the amount of bond proceeds invested under such contract, other than the prohibited
obligations described in the next succeeding paragraph.

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

Under Texas law, the District is required to invest its funds under written investment policies that primarily emphasize safety
of principal and liquidity; that address investment diversification, yield, maturity, and the quality and capability of investment
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management; and that include a list of authorized investments for District funds, the maximum allowable stated maturity of
any individual investment and the maximum average dollar-weighted maturity allowed for pooled fund groups. All District
funds must be invested consistent with & formally adopted "Investment Strategy Statement” that specifically addresses each
fund's investment. Each Investment Strategy Statement will describe its objectives concerning: (1) suitability of investment
type, (2) preservation and safety of principal, (3) liquidity, (4) marketability of each investment, (5) diversification of the
portfolio, and (6) yield.

Under Texas law, the District's investments must be made "with judgment and care, under prevailing circumstances, that a
person of prudence, discretion, and intelligence would exercise in the management of the person's own affairs, not for
speculation, but for investment considering the probable safety of capital and the probable income to be derived.” At least
quarterly the District's investment officers must submit an investment report to the Board of Directors detailing: (1) the
investment position of the District, (2) that all investment officers jointly prepared and signed the report, (3) the beginning
market value, snd any additions and changes to market value and the ending value of each pooled fund group, (4) the book
value and market value of each separately listed esset at the beginning and end of the reporting period, (5) the maturity date of
each separately invested asset, (6) the account or fund or pooled fund group for which each individual investment was
acquired, and (7) the compliance of the investment portfolio as it relates to: (a) adopted investment strategies and (b) Texas
law. No person may invest District funds without express written authority from the Board of Directors.

Under Texas law, the District is additionally required to: (1) annually review its adopted policies and strategies, (2) require amy
investment officers with personal business relationships or family relationships with firms secking to sell securitics to the
District to disclose the relationship and file a statement with the Texas Ethics Commission and the District, (3) require the
registered principal of firms seeking to sell securities to the District to: (a) receive and review the District's investment policy,
{b) acknowledge that reasonable controls and procedures have been implemented to preclude imprudent investment activities,
and (c} deliver a written statement attesting to these requirements; (4) in conjunction with its annual financial audit, perform a
compliance audit of the management controls on investments and adherence to the District's investment policy, (5) restrict
reverse repurchase agreements to not more than 90 days and restrict the investment of reverse repurchase agreement funds to
no greater than the term of the reverse repurchase agreement, (6) restrict the investment in non-money market mutual funds in
the aggregate to no more than 15% of the District's monthly average fund balance, excluding bond proceeds and reserves and
other funds held for debt service and (7) require local government investment pools to conform to the new disclosure, rating,
nct asset value, yield calculation, and advisory board requirements.

Current Investments — Table 8

The District at December 31, 2004 is invested in TexPool, a public funds investment pool. This investment portfolio is generally
representative of the District's investment practices. State law requires the District to mark its investments to market price each
calendar quarter and upon the conclusion of each fiscal year, for the purpose of compliance with applicable accounting policies
concerning the contents of the District's audited financial statements.

Market Value as of
December 31, 2004

Texpool $376,809.48

[The remalnder of this page intentionally left blank]
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Estimated Overlapping Debt Statement

Other governmental entities whose boundaries overlap the District have outstanding bonds payable from ad valorem taxes. The
following statement of direct and estimated overlapping ad valorem tax debt was developed, unless otherwise indicated, from
information contained in the "Texas Municipal Reports,” published by the Municipal Advisory Council of Texas. Except for the
amount relating to the District, the District has not independently verified the accuracy or completeness of such information, and
no person is entitled to cely upon such information as being accurate or complete. Furthermore, certain of the entities listed below
may have issued additional bonds since the dates stated in this table, and such entities may have programs requiring the issuance of
substantial amounts of additional bonds, the amount of which cannot be determined. Political subdivisions overlapping the
District are muthorized by Texas law to levy and collect ad valorem taxes for operation, maintenance and/or general revenue
purposes in addition to taxes for payment of their debt, and some are presently levying and collecting such taxes.

Amount
Debt Overlpg. Overlpg.
Taxing Body Amount As of Debt Debt
Travis County $187,822,585 4/5/05 0.072% § 135443
Del Valle Independent School District 2,495,000 4/5/05 2.068% 51,604
Travis County Emergency Services District No. 8 (a) 4/5/05 (8) P () |
TOTAL ESTIMATED OVERLAPPING NET DEBT
Moore's Crossing Municipal Utility District (b) $5,888,546 4/5/05 100.00%  $5,888,546
TOTAL ESTIMATED DIRECT AND OVERLAPPING NET DEBT 56,075,593
Ratio of Direct and Overlapping Net Debt to 2004 Assessed Valuation 13.86%
Ratio of Direct and Overlapping Net Debt to Assessed Valuation as of January 1, 2005 12.49%
(s) Has no debt outstanding and levies 8 maintcnance tax only.
() Includcs the Bonds. See "FINANCIAL STATEMENT -Outstanding Bonds.”
Overlapping Taxes for 2004
2004 Tax Rate
Per 5100
inr Enti Assessed Valuation Average Tax Bill (8)

Travis County $0.4872 § 505.73

Del Valle Independent School District 1.8063 1,875.01

Travis County Emergency Services

District No. 8 0.0790 82.01
The District 07300 757,77
Total $3.1025 $3.22052
(a)—Ba.wd upon a single family home with an average nascssed value of $103,804.
TAX DATA
Classiflcation of Assessed Valuation (2) — Table 9
2004 2003 2002

Ivpe of Property Amount h mount % mount i}
Real Estate, Single Family $ 43,480,187 99.16% § 36,909,696 97.98% $ 36,788,928 98.19%
Vacant Lots 5,250 0.01% 395,250 1.05% 50250 0.13%
Acreage 236,094 0.54% 242,321 0.64% 503,016 1.34%

Farm & Ranch Improvements 126,050 0.29% 123.042 033% 123,042 0.33%
TOTAL S 43R47581 10000% R37670309 10000% % 374635236 100.00%

(a) Reflects classification of assessad valuation as supplied by the Travis Centrul Appraisal District ("TCAD") prior to adjustments or exemptions.
Such value may differ from the originel certificd asscsscd valuation, and any supplements or adjustments thereto, as supplied by TCAD.
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Tax Collections — Table 10

The following statement of tax collections sets forth in condensed form the historical tax collection experience of the District.
Such summary has been prepared by the Financial Advisor for inclusion herein based upon information from District audits and
records of the District's Tax Assessor/Collector. Reference is made to such audits and records for further and more complete

information.

Tax Assessed Tax Current Collections Total Collections Year
Year Yaluation Rate TaxLevyy Amount Y Amount % Ending
1997 $ 9498229 § 07300 § 69,337 $ 68,694 95.07% §$ 68,694 99.07% 9/30/98
1998 14,278,638 0.7300 104,234 101,565 97.44% 101,565 97.44% 9/30/99
1999 18,952,644 0.7300 138,354 137,582 99.44% 137,800 99.60% 9/30/00
2000 24,737,299 0.7300 180,582 178,882 99.06% 179,649 99.48% 9/30/01
2001 27,876,692 0.7300 203,500 203,582  100.04% 206,637 101.54% 9/30/02

- 2002 37,367,959 0.7300 272,786 272,605 99.93% 272,767 99.99% 9/30/03
2003 37,697,772 0.7300 275,194 273,835 99.51% 274,503 99.75% 9/30/04
2004 43,835,386 0.7300 319,998 314,458 98.27% 315,084 94.86% 9/30/05 (a)

() Collections through April 7, 2005,

District Tax Rates — Table 11

Tax rate per $100
assessed valuation 2004 2003 2002 2001 2000
Debt Service $0.5560 $0.2423 $0.3489 $0.4087 $0.3434
Maintenance & Operaticn 0.1740 04877 03811 0.3213 0,3866
Total $0.7300 20,7300 $0.2300 30.7300 20.7300
Tax Rate Limitation

Debt Service Tax

The District's tax rate for debt service on the Bonds is legally unlimited as to rate or 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's improvements, if such maintenance tax is authorized by & vote of the District's
electors. Such tax would be in addition to taxes which the District is authorized to levy for paying principal of and interest on the
Bonds, and eny tax bonds which may be issued in the future. At an election held on November 3, 1987, voters within the District
authorized a maintenance tax not to exceed $1.50/$100 assessed valuation. As shown above under "District Tax Rates,” the
District levied a 2004 maintenance and operation tax of $0.1740/$100 assessed valuation.

[The remainder of this page intentionally left blank]

8



Principal Taxpayers — Table 12

The following list of principal taxpayers was provided by the District's Tax Assessor/Collector based on the Certified 2004, 2003
and 2002 tax rolls of the District, which reflect ownership as of January 1 of each year shown. Ownership changes subsequent to
January 1, 2004 are not known to the District.

Name 2004 2003 2002

SR Development, Inc $ 290,207 $ 335,063 $ 523,665

Main Street LTD 220,766 446,479 (8}
Sec. of Housing

& Urban Development (b) 214,958 311,154 (a)
Sec. of Veteran Affairs (b) 207,893 279,484 (a)
Chase Mortgage Co. (b) (a) 200,287 {n)
Barber, . & K. 163,410 (a) (a)
Martinez, M.L. 148,887 (a) (a}
Leingang, C. 141,808 (a) (a)
Wells Fargo Bank (b) 140,049 140,241 (a)
Hendricks, E. & D. 137,509 (a) (a)
Saybounkham, S. & 5. 136,630 (a) (a)
Wells Fargo Mortgage (b) {a) 197,298 (a)
Total $ 1,802,117 $ 1,910,036 $ 523,665
Percent of Assessed Valuation 4.11% 5.07% 1.40%

(s) Nota principal taxpayer during such year.
(b) Morigage lender that foreclosed on single family homes doe 0 nonpayment of mortgage. There were 11 such foreclosures in 2003 and 19 in 2004,

Tax Adequacy for Debt Service

The calculations shown below assume, solely for purposes of illustration, no increase or decrease in assessed valuation from the
2004 assessed valuation and the Estimated Assessed Valuation as of January 1, 2005, and utilizes tax rates adequate to service the
District's total projected debt service requirements, including the Bonds (at an estimated interest rate of 5,50% per annum), No
available debt service funds are reflected in these computations. -See "RISK FACTORS - Factors Affecting Taxable Values and
Tax Payments - Impact on District Tax Rates."

Projected Average Annual Debt Service Requirements (2005 through 2027).......c..cnminnenenes. $415,420
$1.00 Tax Rate on 2004 Assessed Valuation of

$43,835,386 @ 95% collections ProdUCES ... ivictrcemsissmissessimstensssssssssmmnas s ssssessisnsens $416,436
$0.90 Tax Rate on Estimated Assessed Valuation as

of January 1, 2005 @ 95% collections ProduCes. .......civevriuneinniirriniinsnnvernrererenns $415,930
Projected Maximum Annual Debt Service Requirements (201 1)........cc.comvimvmvsnrecnncsnsnsesscnness $484.921

$1.17 Tax Rate on 2004 Assessed Valuation of
$43,835,386 @ 95% collections produces ............cc.oveicnccnmnnnsesisssssm e st e sens $487,230

$1.05 Tax Rate on Estimated Assessed Valuation as
of January 1, 2005 @ 95% collections produces..........ccocumririimnnciinicnn e eeenane $485,252
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Debt Service Fund Management Index

Debt Service Requirement for year ended 12/31/05 ..........coevnveeinnnmscssonmrssssessmsnsmmsssssasssessess $ 334,601 (a)
Debt Service FUnd Balance ... cscriesssssenmmesosssseossssstonmasssrsssento $516,903(b}

2004 Debt Service Tax Collections @ 98% collections produces........cc.vve $231.538(c)

Total Available for Debt Service $ 748,441

(a) The first interest payment on the Bonds is due September 1, 2005.

(t) Includes: Audited debt service fund balance as of 5/30/04 ($156,903) and estimated capitalized interest mcluded im the bond proceeds
($360,000).

(c) The District has levied a 2004 debt service tax rate of $0.5560 per $100 valuation.

TAXING PROCEDURES
Authority to Levy Taxes

The Board is authorized to levy a continuing direct, annual ad valorem tax, without legal limitation as to rate or amount, on all
taxable property within the District in sufficient amount to pay the principal of and interest on the Bonds and any additional bonds
or obligations payable from taxes which the District may hereafter issue, and to pay the expenses of assessing and collecting such
taxes. The District agrees in the Bond Order to levy such a tax from year to year as described more fully under "THE BONDS -
Source of Payment.”

Property Tax Code and County-Wide Appraisal District

The Texas Property Tax Code (the "Property Tax Code") specifies the taxing procedures of all political subdivisions of the
State of Texas, including the District. Provisions of the Property Tax Code are complex and are not fully summarized herein.

The Property Tax Code requires, among other matters, county-wide appraisal and equalization of taxable property values and
establishes in each county of the State of Texas an appraisal district with the responsibility for recording and appraising
property for all taxing units within the county and an appraisal review board with respensibility for reviewing and equalizing
the values established by the appraisal district. The Travis Central Appraisal District (the "TCAD") has the responsibility for
appraising property for all taxing units withit Travis County, including the District. Such appraisal values are subject to
review and change by the Travis Central Appraisal Review Board (the "Appraisal Review Board"). The appraisal roll as
approved by the Appraisal Review Board must be used by the District in establishing its tax roll and tax rate.

Property Subject to Taxation by the District

General: Except for certain exemptions provided by Texas law, all real property, tangible personal property held or used for
the production of income, mobile homes, and certain categories of intangible personal property with a tax situs in the District
are gubject to taxation by the District; however, no effort is expected to be made by the Appraisal District to include on a tax
roll tangible or intangible personal property not devoted to commercial or industrial use. Principal categorics of exempt
property include, but are not limited to: property owned by the State of Texas or its political subdivisions if the property is
used for public purposes; property exempt from ad valorem taxation by federal law; income producing tangible personal
property or mineral interest with a taxable value of less than $1,500; certain property used for the control of air, water or land
pollution; solar and wind powered energy devices; certain household goods, wares and merchandise in transit; certain farm
products owned by the producer; certain property of charitable organizations, youth development organizations, religious
organizations, and qualified schools; designated historical sites; and most individually owned automobiles. Property owned by
a disabled veteran or a veteran who died while on active duty has been granted an exemption up to $3,000 of assessed value.
Partially exempt to between $5,000 and $12,000 of assessed value, depending upon the disability rating of the veteran, is
property owned by a disabled veteran or spouse or certain children. Residential homesteads of persons sixty-five (65) years or
older and of certain disabled persons may be granted an exemption of $15,000 of appraised value. The District's tax
assessor/collector is authorized by statute to disregard such exemptions for the elderly and disabled if granting the exemptions
would impair the District’s obligation to pay tax supported debt incurred prior to adoption of the exemptions by the District.

Residentlal Homestead Exemptions: The Property Tax Code authorizes the governing body of cach political subdivision in
the State of Texas to exempt up to twenty percent (20%) of the appraised value of residential homesteads from ad valorem
taxation. Where ad valorem taxes have previously been pledged for the payment of debt, the governing body of a political
subdivision may continue to levy and collect taxes against the exempt value of the homesteads until the debt is discharged, if
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the cessation of the levy would impair the obligations of the contract by which the debt was created. The District has never
adopted a general homestead exemption.

Tax Abasement: Travis County and the District may enter into tax abatement agreements with owners of real property within
such zone. The tax abatement agreements may exempt from ad valorem taxation by the applicable taxing jurisdiction for a
period of up to ten years, all or any part of the increass in the assessed valuation of property covered by the agreement over its
assessed valuation in the year in which the agreement is executed, on the condition that the property owner make specified
improvements or repairs to the property in conformity with a comprehensive plan. To date, the District has not executed any
abatement agreements.

Valuation of Property for Taxation

Generally, property in the District must be appraised by the TCAD at market value as of January 1 of each year. Once an
appraisal roll is prepared and formally approved by the Appraisal Review Board, it is used by the District in establishing its tax
rolls and tax rate. Assessments under the Property Tax Code are to be based on one hundred percent (100%) of market value,
as such is defined in the Property Tax Code.

The Property Tax Code permits land designated for agricultural use, open space or timberland to be appraised at its value
based on the land's capacity to produce agricultural or timber products rather than at its fair market value. The Property Tax
Code permits under certain circumstances that residential real property 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 s purchaser whe would continue the business.
Landowners wishing to avail themselves of the agricultural use, open space or timberland designation or residential real
property inventory designation must apply for the designation and the appraiser is required by the Property Tax Code to act on
cach claimant's right to the designation individually. A claimant may waive the special valuation as to taxation by some
political subdivisions while claiming it as to another. If & claimant receives the agricultural use designation and later loses 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 years for agricultural use and taxes for the previous five years for open space land and
timberland.

The Property Tax Code requires the TCAD to implement a plan for periodic reappraisal of property. The plan must provide
for appraisat of all real property in the TCAD at least once every three (3) years. It is not known what frequency of reappraisal
will be utilized by the TCAD or whether reappraisals will be conducted on a zone or county-wide basis, The District,
however, at its expense has the right to obtain from the Appraisal District a current estimate of appraised values within the
District or an estimate of any new property or improvements within the District, While such current 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 a tax rate within the District until such time as the TCAD chooses formally to include such values on its appraisal
roll.

District and Taxpayer Remedies

Under certain circumstances taxpayers and taxing units (such as the District), may appeal the orders of the Appraisal Review
Board by filing a timely petition for review in State District court. In such event, the value of the property in question will be
determined by the court or a jury, if requested by any party. Additionally, taxing units may bring suit against the TCAD to compel
compliance with the Property Tax Code.

The Property Tax Coede sets forth notice and hearing procedures for certain tax rate increases by the district and provides for
taxpayer referenda, which could result in the repeal of certnin tax increases. The Property Tax Code also establishes a
procedure for notice to property owners of reappraisals reflecting increased property values, appraisals which are higher than
renditions, and appraisals of property not previously on an appraisal roll.

Levy and Collection of Taxes

The District is responsible for the levy and collection of its taxes unless it elects to transfer the collection functions to another
govemmental entity. By September 1 of each year, or as soon thereafter as practicable, the rate of taxation is set by the Board
based upon the valuation of property within the 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 the following year. A delinquent tax incurs a penalty
of six percent (6%) of the amount of the tax for the first calendar month it is delinquent, plus one percent (1%) for each
additional month or portion of a month the tax remains unpaid prior to July 1 of the year in which it becomes delinquent. If
the tax is not paid by July 1 of the year in which it becomes delinquent, the tax incurs a total penalty of twelve percent (12%)
regardless of the number of months the tax has been delinquent and incurs an additional penalty of up to fifteen percent (15%)
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if imposed by the District. The delinquent tax also accrues interest at a rate of one percent (1%) for each month or portion of a
month it remains unpaid. The Property Tax Code also makes provision for the split payment of taxes, discounts for early
payment and the postponement of the delinquency date of taxes under certain circumstances.

District’s Rights In the Event Of Tax Delinquencies

Taxes levied by the District are a personal obligation of the owner of the property on January 1 of the year for which the tax is
imposed. On January 1 of each year, a tax lien attaches to property to secure the payment of all state and local taxes, penalties, and
interest ultimately imposed for the year on the property. The lien exists in favor of the State of Texas and each local taxing unit,
including the District, having power to tex the property. The District’s tax lien is on a parity with tax liens of such other taxing
units, See “FINANCIAL STATEMENT - Overlapping Taxes for 2004.” A tax lien on real property takes priority over the ¢laim
of most creditors and other holders of liens on the property encumbered by the tax lien, whether or not the debt or tien existed
before the attachment of the tax lien; however, whether & lien of the United States is on a parity with or takes priority over a tax
lien of the District is determined by applicable federal law. Personal property under certain circumstances is subject to seizure and
sale for the payment of delinquent taxes, penalty, and interest.

At any time after taxes on property become delinquent, the District may file suit to foreclose the lien securing payment of the
tax, to enforce personal liability for the tax, or both. In filing a suit to foreclose a tax lien on real property, the District must
join other taxing units that have claims for delinquent taxes against all or part of the same property. Collection of delinquent
taxes may be adversely affected by the amount of taxes owed to other taxing units, by the effects of market conditions on the
foreclosure sale price, by taxpayer redemption rights (a taxpayer may redeem property within two years after the purchaser’s
deed issued at the foreclosure sale is filed in the county records) or by bankruptcy proceedings which restrict the collection of
taxpayer debts. See “RISK FACTORS - General Tax Collections Limitations and Foreclosure Remedjes.”

Effect of FIRREA on Tax Collections

The “Financial Institutions Reform, Recovery and Enforcement Act of 1989" (“FIRREA") contains provisions which affect the
time for protesting property valuations, the fixing of tax liens and the collection of penalties and interest on delinquent taxes on
real property owned by the Federal Deposit Insurance Corporation (FDIC™) when the FDIC is acting as the conservator or receiver
of an insolvent financial institution.

Under FIRREA, real property held by the FDIC is still subject to ad valorem taxation, but such act states (i) that no real
property of the FDIC shall be subject to foreclosure or sale without the consent of the FDIC and no involuntary lien shall
attach to such property, (ii} the FDIC shall not be liable for any penalties or fines, including those arising from the failure to
pay any real property taxes when due and (iii) notwithstanding the feilure of a person to challenge an appraisal in accordance
with state law, such value shall be determined as of the period for which such tax is imposed.

To the extent that the FIRREA provisions are valid and applicable to any property in the District, and to the extent that the
FDIC attempts to enforce the same, these provisions may affect the timeliness of collection of taxes on property owned by the
FDIC in the District, and may prevent the collection of penalties and interest on such taxes.

LEGAL MATTERS

Lepal Opinfons

Issuance of the Bonds is subject to the approving legal opinion of the Attorney General of Texas to the effect that the initial
Bonds are valid and binding obligations of the District payable from the proceeds of an annual ad valorem tax levied, without
fegal limit as to rate or amount, upon ail taxable property within the District. Issuance of the Bonds is also subject to the legal
opinion of McCall, Parkhurst & Horton L.L.P. ("Bond Counsel"), based upon examination of a transcript of the proceedings
incident to authorization and issuance of the Bonds, to the effect that the Bonds are valid and binding obligations of the
District payable from the sources and enforceable in accordance with the terms and conditions described therein, except to the
extent that the enforceability thereof may be affected by bankruptcy, insolvency, reorganization, moratorium, or other similar
laws affecting creditors' rights or the exercise of judicial discretion in accordance with general principles of equity. Bond
Counsel's legal opinion will also address the matters described below under "TAX MATTERS." Such opinions will express
no opinion with respect to the sufficiency of the security for or the marketability of the Bonds. In connection with the issuance
of the Bonds, Bond Counsel bas been engaged by, and only represents, the District.

The legal fees to be paid Bond Counsel for services rendered in connection with the issuance of the Bonds are based upon a
percentage of Bonds actually issued, sold and delivered, and therefore, such fees are contingent upon the aale and delivery of
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the Bonds. The legal opinion to be delivered concurrently with the delivery of the Bonds expresses the professional judgment
of the attorney rendering the opinion as to the legal issues explicitly addressed therein. In rendering a legal opinion, the
attorney does not become an insurer or guarantor of the expression of professional judgment, of the transaction opined upon,
or of the future performance of the parties 10 the transaction. Nor does the rendering of an opinion guarantee the outcome of
any legal dispute that may arise out of the transaction. In connection with the transaction described in this Official Statement,
Bond Counsel represents only the District.

No-Litigation Certificate

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

No Materizl Adverse Change

The obligations of the Initial Purchaser to take and pay for the Bonds, and of the District to deliver the Bonds, are subject to
the condition that, up to the time of delivery of and receipt of payment for the Bonds, there shall have been no material adverse
change in the condition (financial or otherwise) of the District from that set forth or contemplated in the OfTicial Statement.

TAX MATTERS

Opinion

On the date of initial delivery of the Bonds, McCall, Parkhurst & Horton L.L.P., Austin, Texas, Bond Counsel, will render its
opinion that, in accordance with statutes, regulations, published rulings and court decisions existing on the date thercof
("Existing Law"), (1) interest on the Bonds for federal income tax purposes will be exciudable from the "gross income” of the
holders thereof and (2) the Bonds will not be treated as "specified private activity bonds" the interest on which would be
included as an alternative minimum tax preference item under section 57(a)(5) of the Internal Revenue Code of 1986, as
amended (the "Code"). Except as stated above, Bond Counsel will express no opinion as to any other federal, state or local tax
consequences of the purchase, ownership or disposition of the Bonds. See "APPENDIX B -- FORM OF BOND COUNSEL
OPINION."

In rendering its opinion, Bond Counsel will rely upon (a) certain information and representations of the District, including
information and representations contained in the District's federal tax certificate, and (b) covenants of the District contained in
the Bond documents relating to certain matters, including arbitrage and the use of the proceeds of the Bonds and the property
financed or refinanced therewith. Failure by the District to observe the aforementioned representations or covenants, could
cause the interest on the Bonds to become taxable retroactively to the date of issuance.

The Code and the regulations promulgated thereunder contain a number of requirements that must be satisfied subsequent to
the issuance of the Bonds in order for intercst on the Bonds to be, and to remain, excludable from gross income for federal
income tax purposes. Failure to comply with such requirements may cause interest on the Bonds to be included in gross
income retroactively to the date of issuance of the Bonds. The opinion of Bond Counsel is conditioned on compliance by the
District with such requirements, and Bond Counsel has not been retained to monitor compliance with these requirements
subsequent to the issuance of the Bonds.

Bond Counsel's opinion represents its legal judgment based upon its review of Existing Law and the reliance on the
aforementioned information, representations and covenants, Bond Counsel's opinion is not a guarantee of a result. Existing
Law is subject to change by Congress and to subsequent judicial and administrative interpretation by the courts and the
Department of the 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 to the Bonds or the project financed or
refinanced with the Bond proceeds. No assurances can be given as to whether the Internal Revenue Service will commence an
sudit of the Bonds, or as to whether the Intemal Revenue Service would agree with the opinion of Bond Counsel. If an
Internal Revenue Service audit is commenced, under current procedures the Internal Revenue Service is likely to treat the
District as the taxpayer and the Bondholders may have no right to participate in such procedure. No additional 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 paid for one or more maturities of the Bonds (the "Original Issue Discount Bonds") may
be less than the principal amount thereof or one or more periods for the payment of interest on the Bonds may not be equal to
the accrual period or be in excess of one year. In such event, the difference between (i) the "stated redemption price at
maturity” of each Original Issue Discount Bond, and (ii) the initial offering price to the public of such Original Issue Discount
Bond would constitute original issue discount. The "stated redemption price at maturity” means the sum of all payments to be
made on the Bonds less the amount of all periodic interest payments. Periodic interest payments are payments which are made
during equal accrual periods (or during any unequal period if it is the initial or final period) and which are made during accrual
periods which do not exceed one year.

Under Existing Law, any owner who has purchased such Original Issue Discount Bond in the initial public offering is entitled
to exclude from gross income (as defined in section 61 of the Code) an amount of income with respect to such Original Issue
Discount Bond equal to that portion of the smount of such original issue discount allocable to the accrual period. For a
discussion of certain collateral federal tax consequences, see discussion set forth below,

In the event of the redemption, sale or other taxable disposition of such Original lssue Discount Bond prior to stated maturity,
however, the amount realized by such owner in excess of the basis of such Original Issue Discount Bond in the hands of such
owner (adjusted upward by the portion of the original issue discount allocable to the period for which such Original Issue
Discount Bond was held by such initial owner) is includable in gross income.

Under Existing Law, the original issue discount on each Original Issue Discount Bond is accrued daily to the stated maturity
thereof (in amounts calculated as described below for each six-month pericd ending on the date before the semiannual
anniversary dates of the date of the Bonds and ratably within each such six-month period) and the accrued amount is added to
an initial owner's basis for such Original Issue Discount Bond for purposes of determining the amount of gain or loss
recognized by such owner upon the redemption, sale or other disposition thereof. The amount to be added to basis for each
accrual period is equal to (a) the sum of the issue price and the amount of original issue discount accrued in prior periods
multiplied by the yield to stated maturity (determined on the basis of compounding at the close of each accrual period and
properly adjusted for the length of the accrual period) less (b) the amounts payable as current interest during such accrual
period on such Original Issue Discount Bond.

The federal income tax consequences of the purchase, ownership, redemption, sale or other disposition of Original Issue
Discount Bends which are not purchased in the initial offering at the initial offering price may be determined according to
rules which differ from those described above. All owners of Original Issue Discount Bonds should consult their own tax
advisors with respect to the determination for federal, state and local income tax purposes of the treatment of interest accrued
upon redemption, sale or other disposition of such Original Issue Discount Bonds and with respect to the federal, state, local
and foreign tax consequences of the purchase, ownership, redemption, sale or other disposition of such Original Issue Discount
Bonds.

Collateral Federal Income Tax Consequences

‘The following discussion is & summary of certain collateral federal income tax consequences resulting from the purchase,
ownership or disposition of the Bonds. This discussion is based on Existing Law, which is subject to change or modification,
retroactively.

The following discussion is applicable to investors, other than those who are subject to special provisions of the Code, such as
financial institutions, property and casualty insurance companies, life insurance companies, individual recipients of Social
Security or Railroad Retirement benefits, individuals allowed an eamed income credit, certain S corporations with
accumulated earnings and profits and excess passive interest income, foreign corporations subject to the branch profits tax and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase tax-exempt obligations.

THE DISCUSSION CONTAINED HEREIN MAY NOT BE EXHAUSTIVE. INVESTORS, INCLUDING THOSE WHO
ARE SUBIJECT TO SPECIAL PROVISIONS OF THE CODE, SHOULD CONSULT THEIR OWN TAX ADVISORS AS
TO THE TAX TREATMENT WHICH MAY BE ANTICIPATED TO RESULT FROM THE PURCHASE, OWNERSHIP
AND DISPOSITION OF TAX-EXEMPT OBLIGATIONS BEFORE DETERMINING WHETHER TO PURCHASE THE
BONDS.

Interest on the Bonds will be includable as an adjustment for "adjusted current eamings” to calculate the altemnative minimum
tax imposed on corporations by section 55 of the Code. Section 55 of the Code imposes a tax equal to 20 percent for
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corporations, or 26 percent for noncorporate taxpayers (28 percent for taxable income exceeding $175,000), of the taxpayer's
*alternative minimum taxable income," if the amount of such alternative minimum tax is greater than the taxpayer's regular
income tax for the taxable year. :

Under section 6012 of the Code, holders of tax-exempt obligations, such as the Bonds, may be required to disclose interest
received or accrued during each taxable year on their retumns of federal income taxation.

Section 1276 of the Code provides for ordinary income tax treatment of gain recognized upon the disposition of & tax-exempt
obligation, such as the Bonds, if such obligation was acquired at a "market discount” and if the fixed maturity of such
obligation is equal to, or exceeds, one year from the date of issue. Such treatment applies to "market discount bonds" to the
extent such gain does not exceed the accrued market discount of such bonds; although for this purpose, a de minimis amount
of market discount is ignored. A "market discount bond" is one which is acquired by the holder at a purchase price which is
Iess than the stated redemption price at maturity or, in the case of a bond issued at an original issue discount, the "revised issue
price” (i.e., the issue price plus accrued original issue discount). The "accrued market discount” is the amount which bears the
same ratio to the market discount as the number of days during which the holder holds the obligation bears to the number of
days between the acquisition date and the final maturity date.

State, Local and Foreign Taxes

Investors should consult their own tax advisors concerning the tax implications of the purchase, ownership or disposition of
the Bonds under applicable state or local laws. Foreign investors should also consult their own tax advisors regarding the tax
consequences unique to investors who are not United States persons.

Qualified Tax-Exempt Obligations for Financial Institutions

Section 265(a) of the Code provides, in pertinent part, that interest paid or incurred by a taxpayer, including a "financial
institution,” on indebtedness incurred or continued to purchase or carry tax-exempt obligations is not deductible in determining
the taxpayer's taxable income. Section 265(b) of the Code provides an exception to the disallowance of such deduction for
any interest expense paid or incurred on indebtedness of a taxpayer that is a "financial institution” allocable to tax-exempt
obligations, other than "private activity bonds," that are designated by a "qualified small issuer” as "qualified tax-exempt
obligations." A "qualified small issuer” is any governmentzl issuer (together with any “on-behalf of" and "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 institution” as any "bank"” described in Section 585(a)(2) of the Code, or any person accepting
deposits from the public in the ordinary course of such person's trade or business that is subject to federal or state supervision
as a financial institution. Notwithstanding the exception to the disallowance of the deduction of interest on indebtedness
related to "qualified tax-exempt obligations" provided by Section 265(b) of the Code, Section 291 of the Code provides that
the allowable deduction to a "bank,” as defined in Section 585(a)2) of the Code, for interest on indebtedness incurred or
continuved to purchase "qualified tax-exempt obligations” shall be reduced by twenty-percent (20%) as a "financial institution
preference item.”

The District expects to designate the Bonds as "qualified tax-exempt obligations” within the meaning of section 265(b) of the
Code. In furtherance of that designation, the District will covenant to take such action that would assure, or to refrain from
such action that would adversely affect, the treatment of the Bonds as "qualified tax-exempt obligations.”

Potential purchasers should be aware that If the issue price to the public exceeds $10,000,000, there Is a reasonable
basis to conclude that the payment of a de minimis amount of premium In excess of $10,000,000 Iy disregarded;
however, the Internal Revenue Service could take a contrary view. If the Internal Revenue Service takes the position
that the amount of such premium Is not disregarded, then such obligations might fafl to satisfy the $10,000,000
Hmitation and the Bonds would not be "qualified tax-exempt obligations,"

CONTINUING DISCLOSURE OF INFORMATION

In the Bond Order, the District has made the following agreement for the benefit of the Registered and Beneficial Owners.
The District is required to observe the agreement for so long as it remains obligated to advance funds to pay the Bonds. Under
the agreement, the District will be obligated to provide certain updated financial information and operating data annually, and
timely notice of specified material events, to certain information vendors. This information will be available to securities
brokers and others who subscribe to receive the information from the vendors.
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Annual Audits

The District will provide certain updated financial information and operating data to certain information vendors annually.
The information to be updated includes all quantitative financial information and operating data with respect to the District of
the general type included in this Official Statement under Tables 1 through 12 and in Appendix A. The District will update
and provide this information within six months after the end of each fiscal year ending in or after 2005, The District will
provide the updated information to each nationally recognized municipal securities information repository ("NRMSIR") and to
any state information depository ("SID") that is designated by the State of Texas and approved by the staff of the United States
Securities and Exchange Commission (the "SEC"),

The District may provide updated information in full text or may incorporate by reference certain other publicly available
documents, as permitted by SEC Rule 15¢2-12 (the "Rule™). The updated information will include audited financial
statements, if it is completed by the required time. If audited financial statements are not available by the required time, the
District will provide unaudited financial statements and audited financial statements when the audit report becomes available.
Any such financial statements will be prepared in accordance with the accounting principles described in Appendix A or such
other accounting principles as the District may be required to employ from time to time pursuant to state law or regulation.

The District's current fiscal year end is September 30, 2005. Accordingly, it must provide updated information by March 30,
in each year unless the District changes its fiscal year. If the District changes its fiscal year, it will notify each NRMSIR and
any SID of the change.

Material Event Notices

The District will also provide timely notices of certain cvents to certain information vendors. The District will provide notice
of any of the following events with respect to the Bonds, if such event is material to a decision to purchase or sell Bonds:
(1) principal and interest payment delinquencies; (2) non-payment related defaults; (3) unscheduled draws on debt service
reserves reflecting financial difficulties; (4) unscheduled draws on credit enhancements reflecting financial difficulties;
(5) substitution of credit or liquidity providers, or their failure to perform; (6) adverse tax opinions or events affecting the tax-
exempt status of the Bonds; (7) modifications to rights of Registered Owners; (8) Bond calls; (9) defeasances; (10) release,
substitution, or sale of property securing repayment of the Bonds; and (11) mting changes. In addition, the District will
provide timely notice of any failure by the District to provide information, data, or financial statements in accordance with its
agreement described above under "Annual Reports”. The District will provide each notice described in this paragraph to any
SID and to either each NRMSIR or the Municipal Securities Rulemaking Board {("MSRB").

Avaflability of Information from SID

The District has agreed to provide the foregoing information only to NRMSIRs and any SID. The information will be
available to Registered Qwners only if the Registered Owners comply with the procedures and pay the charges established by
such information vendors or obtain the information through securities brokers who do so.

The Municipal Advisory Council of Texas has been designated by the State of Texas as a SID, and the SEC staff has
determined that it is a qualified SID. The address of the Municipal Advisory Council is 600 West 8th Street, P.O. Box 2177,
Austin, Texas 78768-2177, and its telephone number is 512/476-6947.

Limitations and Amendments

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

This continuing disclosure agreement 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, as so amended, would have permitted an underwriter to purchase or sell Bonds in
the primary offering of the Bonds in compliance with the Rule, taking into account any amendments or interpretations of the
Rule 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
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the outstanding Bonds consent to such amendment or (b) a person that is unaffiliated with the District (such as nationally
recognized bond counsel} determined that such amendment will not materially impair the interest of the Holders and beneficial
owners of the Bonds. The District may also amend or repeal the provisions of this continuing disclosure agreement if the SEC
amends or repeals the applicable provision of the Rule 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 of this sentence would not prevent an underwriter from
lawfully purchasing or selling Bonds in the primary offering of the Bonds.

Compliance with Prior Undertakings

The District is in compliance with all material provisions of its Continuing Disclosure agreement.

FINANCIAL ADVISOR

The Official Statement was compiled and edited under the supervision of SWS Securities (the "Financial Advisor"), which firm
was employed in 1997 as Financial Advisor to the District. The fees paid the Financial Advisor for services rendered in
connection with the issuance and sale of the Bonds are based on a percentage of the Bonds actually issued, sold and delivered, and
therefore such fees are contingent on the sale and delivery of the Bonds. The Financial Advisor has requested the right to bid on
the Bonds, and the District has given its consent.

OFFICIAL STATEMENT
Preparaton

The information in this Official Statement was compiled and edited by the Financial Advisor. In sddition to compiling and editing
such information, the Financial Advisor has obtained the information set forth herein under the captions indicated from the
following sources:

"THE DISTRICT - SR Development (the "Developer”), Schroeder Engineering Company (the *Engineer”); "THE
DEVELOPER" - SR Development; "THE DISTRICT - City of Austin Consent Agreement" Armbrust & Brown, L.L.P;
"THE SYSTEM" - Engineer; "FINANCIAL STATEMENT" - Travis Central Appraisal District; "ESTIMATED
OVERLAPPING DEBT STATEMENT" - Municipal Advisory Council of Texas and Financial Advisor; "TAX DATA"
and "WATER AND SEWER OPERATIONS" - Audits, Records of the District and Tax Assessor/Collector;
"MANAGEMENT" - District Directors; "PROJECTED DEBT SERVICE REQUIREMENTS" - Financial Advisor;
"THE BONDS," "TAXING PROCEDURES," and "TAX MATTERS" - McCall, Parkhurst & Horton L.L.P.

Experts
In approving this Official Statement, the District has relied upon the following experts in addition to the Financial Advisor.

The Engineer: The information contained in the Official Statement relating to engineering matters and to the description of the
Systemn and, in particular, that information included in the section entitled "THE SYSTEM," has been provided by Schroeder
Engineering Company, and has been included in reliance upon the authority of said firm as experts in the field of civil
engineering.

Appraisal District: The information contained in this Official Statement relating to the certified assessed valuation of property
in the District and, in particular, such information contained in the section captioned "TAX DATA," has been provided by the
Travis Central Appraisal District, in reliance upon their authority as experts in the field of appraising and tax assessing.

Tax Assessor/Collector: The information contained in this Official Statement relating to tax collection rates, and principal
taxpayers has been provided by Ms, Nelda Wells Spears in reliance upon her authority a8 an expert in the field of tax assessing
and collecting.

Updating the Official Statement During Underwriting Perfod

If, subsequent to the date of the Official Statement to and including the date the Initial Purchaser is no longer required to
provide and Official Statement to potential customers who request the same pursuant to Rule 15¢2-12 of the federal Securities
Exchange Act of 1934 (the “Rule™) (the earlier of (i) 90 days from the “end of the underwriting period” (as defined in the
Rule) and (ii) the time when the Official Statement is available to any person from a nationally recognized repository but in no
case less than 25 days after the “end of the underwriting period”), the District leams or is notified by the Initial Purchaser of
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any adverse event which causes any of the key representations in the Officisl Statement to be materially misleading, the
District will promptly prepare and supply to the Initial Purchaser a supplement to the Official Statement which corrects such
representation to the reasonable satisfaction of the Initial Purchaser, unless the Initial Purchaser elects to terminate its
cbligation to purchase the Bonds as described below. See "DELIVERY OF THE BONDS AND ACCOMPANYING
DOCUMENTS - Delivery." The obligation of the District to update or change the Official Statement will terminate when the
District delivers the Bonds to the Initial Purchaser (the “end of the underwriting period” within the meaning of the Rule),
unless the Initial Purchaser provides written notice the District that less than all of the Bonds have been sold to ultimate
customers on or before such date, in which case the obligation to update or change the Official Statement will extend for an
additional period of time of 25 days after ali of the Bonds have been sold to ultimate customers. In the event the Initial
Purchaser provides written notice to the District that less than sll of the Bonds have been sold to ultimate customers, the Initial
Purchaser agrees to notify the District in writing following the occurrence of the “end of the underwriting period” as defined in
the Rule.

Certification as to Officlal Statement

The District, acting by and through its Board of Directors in its official capacity in reliance upon the experts listed above,
hereby certifies, as of the date hereof, that to the best of its knowledge and belief, the information, statements and descriptions
pertaining to the District and its affairs herein contain no untrue statements of a material fact and do not omit to state any
material fact necessary to make the statements herein, in light of the circumstances under which they were made, not
misleading. The information, description and statements concerning entities other than the District, including particularly
other governmental entities, have been obtained from sources believed to be reliable, but the District has made no independent
investigation or verification of such matters and makes no representation as to the accuracy or completeness thereof. Except as
set forth in “CONTINUING DISCLOSURE OF INFORMATION", herein, the District has no obligation to disclose any
changes in the affairs of the District and othher matters described in the Official Statement subsequent to the “end of the
underwriting period” which shall end when the District delivers the Bonds to the Initial Purchaser at closing unless extended
by the Initia! Purchaser. All information with respect to the resale of the Bonds subsequent to the “end of the underwriting
period” is the responsibility of the Initial Purchaser.

Officlal Statement *Deemed Final"

For purposes of compliance with Rule 15¢(2)-12 of the Securities Exchange Commission, this document, as the game may be
supplemented or corrected by the District from time-to-time, may be treated as an Official Statement with respect to the Bonds
described herein "deemed final” by the District as of the date hereof {or of any such supplement or correction) except for the
omission of certain information referred to in the succeeding paragraph.

The Official Statement, when further supplemented by adding information specifying the interest rates and certain other
information relating to the Bonds, shall constitute a "FINAL OFFICIAL STATEMENT" of the District with respect to the Bonds,
as that term is defined in Rule 15¢(2)-12.

This Official Statement was approved by the Board of Directors of Moore’s Crossing Municipal Utility District, as of the date
shown on the first page hereof.

Charles H. Scott
President, Board of Directors
Moore's Crossing Municipal Utility District

Michelle Bolin
Secretary, Board of Directors
Moore’s Crossing Municipal Utility District
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PHOTOGRAPHS

The following photographs were taken in the District in March 2005. The homes shown in the photographs are representative of
the type of construction presently Jocated within the District, and these photographs are presented solely to illustrate such
construction. The District makes no representation that any additional construction such as that as illustrated in the following
photographs will occur in the District. See "THE DISTRICT."



APPENDIX A
Financlal Statements

The information contained in this appendix has been excerpted from the audited financial staternents of Moore's Crossing
Municipal Utility District for the fiscal year ended September 30, 2004. Certain information not considered to be relevant to
this financing has been omitted; however, complete audit reports are available upon request.



APPENDIX B

Bond Counsel Opinion



