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

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

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

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

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

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

PRIOR COUNCIL ACTION: N/A

BOARD AND COMMISSION ACTION: Recornmended by Water and Wastewater Commission
PURCHASING: N/A

MBE / WRBE: N/A

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

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

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

The proceeds from the sale of these bonds will fund the District’s share of water, wastewater, and
drainage facilities in addition to constructing a wastewater interceptor to serve Stoney Ridge Sections 54,
5B, and 6 of Phase A and Section 1 of Phase B. In accordance with TCEQ order concerning the bonds,
the District will escrow $908,413 for water, wastewater, and drainage facilities serving Stoney Ridge
Phase B, Section 1 and $169,613 for Stoney Ridge Phase B wastewater interceptor.
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The Executive Director of the TCEQ granted formal approval of this bond issue on October 26, 2004,
along with Addendum No. 1 dated January 27, 2005 and this bond was formally issued on February 9,
2005. According to the TCEQ's Order, the net effective interest rate should not exceed 5.95%. These
bonds are the sole obligation of the District. However, if annexation and dissolution of the District were
to occur, the City would be responsible for any remaining bond debt and dissolution of the District.

Departmental staff from the Austin Water Utility, Parks and Recreation, Emergency Medical Services,
Watershed Protection and Development Review, Library, Neighborhood Planning and Zoning,
Neighborhood Housing, Finance-Treasury, Watershed Protection, Fire, and Law reviewed the District’s
consent agreements. There are no outstanding compliance issues. City staff recommends approval of the
issuance of $3,000,000 in Series 2005 District bonds subject to final review of the bond offering
documents by the Director of the Financial and Administrative Services Department or designee.
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Notto ecged amour, grelinn um ny, subect 0 cha nge



Section 1.01]

Section 2.01
Section 2.02

Section 3.01
Section 3.02
Section 3.03
Section 3.04
Section 3.05
Section 3.06
Section 3.07
Section 3.08
Section 3.09
Section 3.10

Section 4.01
Section 4.02
Section 4.03

Section 5.01

TABLEOF CONTENTS

ARTICLE ONE
PREAMBLE

Incorporationof Preamble . ........ ... .. .o L

ARTICLE TWO

DFF INITIONS AND INTERPRETA TIONS
e T4 o« 3
INEeIPretations . ..o i i e e e
ARTICLE TH REE
AUTHORIZA TION, REGIS TRATION, EXECUTION, AND
AUTHENTICATION OF BONDS

A mount, Name, Purpose and Authorization ...................
Form, Date, Numbers, and Denomination .. ..................
Interest Rates and Maturities ... ... ... ... ... i un. ..
Payment ofPrincipaland Interest .. .. .......................
Successor REGISIars . .....coviiiiinn tiini i
Special RecordDate ...l Lo ce.
Regitered OWners ... ... . ittt it i e
Executionof Bonds ...... ... e it e e
Authenticalion . .. ...ttt i i e i e

Book-Fniry-OnlyProvisions ..............................

ARTICLEFOUR

REGISTRATION. TRANSE ER, AND EXCHA NGE

Regstration, Transfer and Exchange . .............
Mutilated, Lost or Stolen Bords

Cancellationof Bonds

ARTICLE FIVE

................................

REDEMPTION OF BONDS BEFORE MATU RITY

Optvnal Redemption of Bonds

MOORE' SCROSS [NGMUTr Uil Tax 208 Bond Order

Page

rJ

10
11



Section 6.01
Section 6.02
Section 6.03
Section 6.04
Section 6.05
Section 6.06

Section 7.01
Section 7.02
Section 7.03
Section 7.04

Section 8.01
Section 8.02
Section 8.03
Section 8.04
Section 8.05
Section 8.06

Section 9.01
Section 9.02
Section 9.03

Section 10.01

ARTICLE SIX
FORMOF BONDS AND CERTIFICATES

FormofBonds ......... ... . i e
Registration of Initial Bond by State Comptroller and Certificate . . .
F orm of A uthentication Certificate ... ......................
FormofAssignment ............ ... ..o i, e
CUSIP Registration . ... viiiint e iin e aas
Legal Opinionand Bond Insurance .. ......................
ARTICLE SEV EN
SECURITY OF THE BONDS
Securityof Bonds .. ... ... . L
Levyof Tax . ... e e
Payment of Bonds and Performance of Obligations ... .........
Consolidation or DissolutionofDistrict ... ..................

ARTICLE EIGHT
FLOWOF FUNDSAND INVESTMENTS

CreatonofFunds . ... ... ... 0 (o i i
OperatingFund . ... ... .. o0 i
Series 2005 Captal Projects Fund .. ..o oot
Securityof Funds . . ... ... . .0 oo
Debt ServieFund; Tax Levy .. ... .o i
Investments: Farnings ................ .. .. ... ..o
ARTICLE NINE
APPLICA TION OF BOND PRO CEEDS
BondProceeds ... ... e
AccruedInterest ... ... ... .. e s
CapttalProjects Fund . ... ......... ... .
ARTICLE TEN
PROVISIONS CONCERNING FEDERAL INCOME TAX
EXCLUSION

Covenants Regarding Tax ExemptionofInterest on the Bonds .. ..

MOORE SCROSS INGMUTF Unl Tax 28 Hond Order

18
19
19
21
21

21
21

23
23

23
24
24
24
24

.25

25
25
26

26



Section 11.01
Section 11.02
Section 11.03

Section 12.01
Section 12.02

Section 13.01

Section 14.01
Section 14.02
Section 14.03
Section 14.04
Section 14.05
Section 14.06
Section 14.07
Section 14.08
Section 14.09

Section 15.01
Section 15.02
Section 15.03

ARTICLE ELEVEN
ADDITIONA L BONDS AND REFUNDING BONDS

Additional Bonds ........ ... i i e e 29
OtherBonds ... i i e e 29
RefundingBonds ........ .. . .00 ool e e 29

ARTICLE TWELVE

DEF AULTPROVISI ONS

Remedicsin EventotfDefault ... .... ... ...... ... ... ...... 29
Bond OrderisContract ........ ... ... .. ciiiiiinnenn... .. 30

ARTICLE TH IRTEEN

DISCHARGE BY DEPO SIT

Defeasance of Bonds ... ... o i i e 30

ARTICLEFOURTEEN

MISCELLANEOUS PROVISIONS

District's Successors and ASSIgNS . ... . .t ivt it i 31
No Recourse A gainst District O fficersor Directors ............. 3l
Regitrar .. ..o i e 31
RegstrarMayOwnBonds....... ... . ... ... .o it 32
BerefitsofProvisions ......... .o oo i .32
U navailability of Authorized Publication .. ................ ... 32
ScverabilityClause ......... .. .o o 32
A CCOUMINg i i i i e e 32
Further Proceedmgs .. ..ottt ot i i i e 32

ARTICLEFIFTEEN
SALE AND DELIVERY OF BONDS AND APPROVA L OF

DOCUMEN TS
Sale of Bonds .. ... . i e e 33
A pproval, Registration, and Delivery .. ....................., 33
A pproval of Offering Documents. Paying A gent/Registrar
AIECMENt . ...t e e 33

MOURE SCRCSS ING ML L Tax 200 Band Urder



Section 16.01
Section 16.02

Section 17.01

Section 18.01

Secction 19.01

Exhibit "A"
Exhibi "B"

ARTICLE S1XTEEN
OPEN MEETIN G AND EFFECTIVEDATE

OpenMeeting .. ooviei i i i e
Effective Dateof Bond Order .. .. .. .o v i,
ARTICLE SEV EN TEEN
AMENDMENTS
AMENdMENTS ..ttt i ittt e e
ARTICLE EIGH TEEN
CONTINUING DISCLOSURE UNDERTA KINGS
Continuing Disclosure Undertakings . .......................
ARTICLE NINETEEN
OTHER ACTIONS
Other Actions ..ottt e e e e e
EXHIBITS

Paying Agent/Registrar Agreement
Continuing D isclosure

MOURE' SCROSS ING MUDH ORI T 200 Bond Order

36



ORDER AUT HORIZING THE ISSUANCE OF $3,000,000' M OORE'S CROSSING
MUNICIPAL UTILITY DISTRICT UNLIMITED TAX BONDS, SERIES 2005;
LEVYING AN AD VAL OREM TAXIN SUP PORT OF THE BONDS; APPROVING AN
OFFICIAL STATEMENT; AUT HORIZING THE EXECUTION OF APAYING
AGEN T/REG!STRAR AGREEMENT; AWARDI NG THE SALE OF THE BONDS; AND
AUTHORIZING OTHER MATTERS REL ATED TO THE ISSUANCE OF THE BONDS

THE STAT E OF TEXAS §
COUNTY OF TRAVIS

M OORE'S CROSSING MUNI CIPAL

UTILITY DISTRICT §

WHERE AS, the Muorce'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 Qualtty) on June 7, 1987; and

WHEREAS, at an ¢lection 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 clection held on November 3, (987 (the "Bond Clection™). the voters of
the District authorized the issuance of bonds in one or more issues or series in the maximum amount
of $32,000.000 maturing serially or otherw ise in such installments as are fixed by said Board over a
period or periods not exceeding 40 years from their date or dat es, bearing interest atanyrate orrates
and to sell said bonds at any price or prices, provided that the net effective interest rate, onanyissue
or series shall not exceed the maximum legal limit in effect at the time ofthe issuance ot 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 w ater system, w astew ater system. and drainage and storm sew er 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 kvy and collection of a sufficient tax upon alltaxable property
within said District. as may be provided in the order or resolutions authorizing the issuance ofsuch
bonds, all as authorized by the Constitution and laws of the Siate of Texas; and

WHEREAS, the Texas Commission on Environmental Qual ity (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 O rder; and

Nato exceed amount, prehm a1y, sulpect tn cha mge.
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WHEREAS, the Board of Directors of the District deems it necessary and advisable at this
time to issuc $3,000,000" of bonds pursuant to Chapters 49 and 5S4 of the Texas Water Code and the
Bond Flection authorization and reserving the right in the future to issue the remaining $25.905.000™
of bonds authorized at the Bond Election.

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

ART ICLE ONE

PREAM BLE

SECTION 1.01 INCORPORA TION OF PREAMBLE. The Board of D irectors of
the Moore's Crossing Municipal Utility District (the "District™) hereby incorporates the recitals set
forthin the preamble hereto as it set forth m full at this place and further tinds and det ermines that
the recitals are true and correct.

ARTICLE TWO

DEFINITIONS AND INTERPRETATIONS

SECTION2.01. DEFINITIONS. When used in this Bond O rder, except in Article Six.,
and in any resolution or order amendatory or supplemental hercto, the terms fisted below shail 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 O rder.

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

"Board of Dircetors” or "Board" means the governing body of the D istrict.
"Bonds" means the Bonds initially issued and delivered pursuant to this Bond O rder 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 ths Bond O rder of the Board of Directors authorizing the
issuance of the Bonds.

"Nuattn exceed amuum, prclim ina 1y, sulject tu cha nge

“Prelimina rv. subject 10 clunge.
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"Commission” means the Texas Commission on Environmental Q uality.

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

"Defeasance Sec urities" means (i) Federal Securities, (ii) 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 D irectors
adopts or approvesproceedingsauthorizing the issuance of refunding bonds or otherw ise provide for
the funding of an escrow to effect the defeasance of the Bonds are rated as to investment quality by
a nationally recognized investment rating firm not less than "AAA" or its equivalent, and (iii)
noncallable obligations of a state or an agency or a county, municipality, or other political subdivision
of a state that have been refunded and 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 "AA A" or its equivalent.

"District" means Moore's Crossing Municipal Utility District and any other public agency
succeeding to the pow ers, rights, privileges. and functions of the District and. when appropriate, the
Board of Directors of the District.

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

"Federal Securities" means direct, noncallable obligations ofthe United States of A merica,
including o bligatio ns that arc unconditio nally guaranteed by the Unied S tates of America(including
Interest Stri ps of'the Resolution F unding Corporation).

"Fiscal Year" means the twclve-month accounting period for the District, w hich presently &
the twelve-month period beginning on G ctober | 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” mecans the Bond authorized, issued, and initially delivered as provided in
Sections 3.02 and 3.03 of this Bond O rder.

"Interest Payment Date" means a date on which interest on the Bonds is due and payabie.
Interest on the Bonds is due and payable on .20__ ", and semi-annually on each
March | and September 1 thereafter until the earlier o fmaturity or redemption.

"Tobe vampleted closer twpn cng
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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 Datc" means a date fixed for redemption of any Bond pursuant to the terms of
this Bond O rder.

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

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

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

"Replacement Bonds" means the Bonds authorized bythe Districtto be issued insubstitution
for lost, apparently destroyed. or wrongfully taken Bonds as provided in Section 4.02 of this Bond
O rder.

"System" means the water system, sanitary sewer system. and drainage and storm sewer
system providing services to land within the District, including, but not limited to, all works,
improvements, facilities, plants, equipment, appliances, interests in property. and contract rights
needed therefor and administrative facilties needed in connection therew ith, together with any
additional or extensions thereto or impro vements and replacements thereo f; provided that the Sy stem
shall not include facilities acquired or constructed to perform contracts betwee nthe District and other
persons, ncluding private corporations, municipalities and political subdivisions which are financed
by proceedsofthe District's revenue bondsissued 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 O rder and all the terms and pro visions hereof shall be liberally
construed to effectuate the purposes set forth herein and to sustain the validity of the Bonds and the
validity of the taxes levied in payment thereof.

MONRE SCROSSINGMUTA U nl Tax206 Bond Order 4



ARTICLE THREE

AUTHORIZATION, REGISTRATION, EXECUTION,
AND AUTHENTICAT ION OF BONDS

SECTION 3.01. AMOUNT NAME,PURPOSE, AND AUTHORIZATION. Each
Bond issued pursuant to ths Bond Order shall be known and designated as "Moore's Crossing
Municipal Utility Disteict Unlimited Tax Bond, Series 2005" and the Bonds shall be ssued in the
aggregat e principal amount of $3,000,000" for the purposes of purchasing. constructing. acquiring,
oW ning, operating, repairing, improving or extending a w aterw orks system, w astewater system and
drainage systern including. but not lmited to, all additions to such systems and all works,
improvements, faclities. plants, equipment. appliances, interests in property, and contract rights
needed therefore and adminstrative facilities needed in comection therewith mcluding the purchase
of certain water distribution, wastewater collection and drainage facilitics 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 devebper interest and (3) pay the costs of
issuance in connection with the Bonds.

SECTION 3.02. FORM ,DATE,NUMBERS,ANDDENOMINATION. 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 O rder. The Bonds shall be
dated ™, 2005. The Initial Bond shall be numbered T-1. Bonds registered
and delivered by the Registrar subsequent to the Intial Bond shall be numbered by the Registrar R-1
upward and no two Bonds shall be given the same number. The Bonds registered and delivered
subsequent to the Initial Bond shall be in principal denominations of $5,000 or any integral multiple
thereof.

SECTION 3.03. INTEREST RATES AND M ATURITIES. Bonds shall bear interest
from _"™.2005, at the rate or rates set forth in the following schedule on the bass of
a 360 day year composed of twelve 30-day months. and shall mature and become pay able, subject
to prior redemption in accordance w ith the provisionsof Article F ive hereof, onSeptember | in each
of the years and in the principal amounts set forth in the schedule below:

"Nof 10 exeed amount. prelim e ry. subyect to cha nge
“Prelimuina ry, subect o chamge.

"L obe completedc loser tupn cing
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Year of Amount lmterest 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 100,000 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 principat of the Bonds, shall be pay able,
without exchange or collection charges, in any coin or currency of the United States of America
w hich, on the date ol payment, is kgal tender for the payment of debts due the United States of
America, upon their presentation and surrender as they become due and payable., w hether at maturity
or by prior redemptionin the casc of the Bonds, at the designated office for payment of the Registrar.
The interest on cach Bond shall be payable on .20 " and semiannually thereafter on
March | and Scptember 1 of each year by check payable on the Interest Payment D ate, mailed by the
Registrar on or before cac hinterest Pay ment Dat e to the Registered Owner as shown onthe Register
on the Record Daate or, at the request ofa Registered O wner, and at the Registered Owner's risk and
expense, in such other manner as may be acceptabk to the Registered O w ner 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.

It'the date for paymenton any Bond is a Saturday, Sunday. a legal holiday, ora day onwhich
banking institutions in the city where the Registrar is located are authorized by bw o r executive order
tockise, 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 onwhich
banking institutions are authorized by law or executive order to close, and paymentonsuch date shall
have the same force and eflect as if made on the original date payment was due.

SECTION 3.05. SUCCE SSOR REGISTRARS. The District covenants that at all
times w hile any Bonds arc 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

“Preli mmory., subjea tochange

“Tobe vuanpleted cluser lopn cing
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the right 10 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 co pics thereof to the new Registrar, and the new
Registrar shall notify each Registered O wner., by United States mail, first-class postage prepaid, of
such change and of the address ofthe 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 Intcrest 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 onbehalf of the District. § uch § pecial Record D ate 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 Dale. to cach affected Registered Ow ner of record as of the close of
business on the day prior to the mailing of such notice.

SECTION3.07. REGISTERED OWNER 8. The District. the Registrar and any other
person may treat the person in who se name any Bond isregistered as the absolute Registered Owner
of such Bond for the purpose of making payment o fprincipal or interest on such Bond, and for ali
other purposes, w hether or not such Bond is overdue, and neither the D istrict, nor the Registrar shall
be bound by any notice or know kedge to the conirary. All payments made to the person deemed to
be the Registered Owner ofany Bond in accordance w ith ths Sect ion 3.07 shall be valid and eftectual
and shall discharge the liability of the D strict and the Registrar upon such Bond 1o the extent of the
sums paid.

SECTION 3.08. EXECUTION OF BONDS. The Bonds shall be signed on behalf of
the D istrict by the President of the Board of Direclorsand attested by the Secretary, by their manual,
lithographed. or facsimile signatures, and the oflicial seal of the District shall be impressed or phced
in facsimile thereon. The lacsimile 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 tacsimie seal on
the Bonds shall have the same effect as if the ofticial seal of the District had been manually impressed
upon each of the Bonds. Il any officer of the District w hose manual or facsimile signature appears
on the Bonds shall cease to be such otficer before the authentication of such Bonds or before the
delivery of'such Bonds, such manual or facsimile signature shall nevertheless be vald and sufficient
for all purposes as if such ofTicer 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 n Section 6.03 of this Bond Order, manually executed byanauthorized ofticer 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-Ounly
System. The Bonds issued inexchange for the Initial Bond as provided in Sect ibn3.02 shall be issued
in the form of a separatc single fully registered Bond for each of the maturities thereof registered in
the name of Cede & Co.. as nomince of The Depository Trust Company of N ew York ("D TC") and
except as provided in subsection (b) hereof, all of the outstanding Bonds shall be registered in the
name 0 f Cede & Co., as nominee of DTC.

Withrespect to Bondsregistered in the name ofCede & Co.. as nominee of DTC, the District
and the Paying A gent/Registrar shall have no responsibility or obligation to any securitie sbrokers and
dealcrs, banks, trust companies, clearing cor porationsand certain other organizations on whose behalf
D TC w as created to hold securitiesto facilitate the clearance and settlement of'securities transactions
among D TC participants (the "DTC Participant”) or to any person on behalf of whom sucha DTC
Participant holds an interest in the Bonds. Without limiting the mmediately preceding sentence, the
District and the Paying Agent/Registrar shall have no responsibility or obligation with respect to (i)
the accuracy of the records ot DTC, Cede & Co. or any DTC Participant with respect to any
ownership interest in the Bonds, (i) the delivery to any DTC Participant or any other person. other
than a Registered Qwner. as shown on the Registration Books, of any notice w &h respect to the
Bonds, or (iii) the payment to any DTC Participant or any person, other than a Registered O w ner,
as shown I 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 Payng A gent/Registrar shall be entitled to treat and consider the person
in whose name each Bond is re gistered in the Registration Books asthe absolute ow ner of such Bond
for the purposc o f payment of principal of and interest. with respect to such Bond, for the purposes
of registering transfers w ith respect to such Bond, and for all other purposcs of registering transfers
w ith respect to such Bonds, and for all other purposesw hatsoever. ThePaying A gent/Registrar shall
pay all principal of and interest on the Bonds only to or upon the order of the respective Registered
Owners, as show n 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 satisty and
discharge the District's obligations with respect to payment of principal of and interest on the Bonds
to the extent of the sumorsums so paid. No person other than a Registered O w ner, asshown in the
Registration Books, shall receive a Bond evidencing the obligation of the District to make payments
of principal. and interest pursuant to this Order. Upon delivery by DTC to the Paying
Agent/Regstrar ofwritten notice to the effeet that DTC hasdetermined to substitute a new nominee
in place ol Cede & Co., and subject to the provisions in this Order withrespect 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 shallrefer to such new nomince of DTC.

(b} Successor Securities Depository; Transfer OQutside Book-Entry-Only System. Inthe
event that the D istrict determines to discontinue the book -entry system through DTC or a successor
or D TC determines to discontinue providing its services w ith respect to the Bonds, the District shall
either (i) appoint a successor securities depository. qualified to actassuch under Section 17(a)of' the
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Securities and FExchange Act of 1934, as amended, notify D'1C and DTC Participants of the
appeo ntment o fsuch successor securities depository and transfer one or more separate Bondsto such
successor securities depository or (ii) notify DTC and DTC Participants ofthe availability through
DTC ofBondsand transfer one or more separate Bonds to DTC Part icipants having Bondscredited
to their D T'C 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 deposttory, or its nominee, or in w hatever name or names the
Registered Ow ner transferringor exchanging Bond shall designate, in accordance with the provisions
of this O rder.

{c) Payments to Cede & Co. Notw thstanding any other provison of this Order to the
contrary, so bng 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, TRANSF ER, AND EXC HANGE. So long as
any Bonds remain outstanding, the Registrar shall keep at its designated office for payment the
Register, in w hich, subject to such reasonable regulations as it may prescribe, the Registrar shall
provide for the registration and transfer of Bonds in accordance w ith the terms of'this Bond Order.

Each Bond shall be transferabk only upon the presentation and surrender thereof at the
designated oftice for payment of the Registrar, duly endorsed for transfer. or accompanied by an
assignment duly exccuted by the Registered Owner or an authorized representative in form
satistactory 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, registcred i the name of the transferee or transferees, in authorized
denominations and of the same maturity and aggregate principal amount, and bearing interest at the
same rate as the Bond or Bonds so presented.

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

SECTION 4.02. MUTILATED, LOST, OR STOLEN BONDS. Uponthe
presentation and surrender to the Registrar of a mutilated Bond, the Registrar shall authenticate and
deliver in exchange theretor a replacement Bond of like maturity, intere st rate and principal amount,
bearing a number not contemporaneously outstanding. Ifany Bond is lost, apparently destroyed, or
wrongfully taken. the District. pursuant to the applicable laws o fthe State of Texas and in the absence
of notice or know ledge that such Bondhas been acquired by a bona fide purchaser. shatl execute and
the Registrar shallauthenticate and deliver a replacement Bond of like amount. bearing a number not
contemporaneously outstanding.

The District or the Registrar may require the Registered Owner ofa mutilated Bond to pay
a sum sufficicnt to cover any tax or other governmental charge that may be imposed in connection
therew ith and any other expenses connected therewith, inc luding apparently destroyed, or w rongfully
taken, the District, pursuant to the applicable laws of the State of Texas and in the absence of notice
or know ledge that such Bond has been acquired by a bona fide purchaser, shall execute and the
Registrar shallauthenticalc and deliver a replace ment Bond of like amount, bearing a number not
contemporancously outstanding.

The District or the Registrar may require the Registered Owner of a mutilated Bond to pay
a sum sufticient to cover any tax or other governmental charge that may be imposed in connection
therew ith and any other expenscs connected therew ith. including the fees and expenses of the
Registrar. The District ur the Registrar may require the Registered O wner of a lost, apparently
destroyed or wrongfully taken Bond. before any replacement Bond is issued, to:

{a) furnish to the [Yistrict andthe R egistrar satisfactory e vidence o fthe ow nership ofand
the circumstances olthe 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 harmkss;

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

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

If, after the delivery ofsuch replacement Bond, a bona fide purchaser of the original Bond which such

replacement Bond was issucd 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 mdemnity provided therefor to the extent of any loss, damage, cost or expense incurred
by the District or the Registrar in connection therewith.

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

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

SECTION4.03. CANCELLATION OF BONDS. A liBonds paid in accordance w ith
this Bond Order, and all Bonds n [eu of which exchange Bonds or replicement 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 ofsuch Bonds,

ARTICLE FIVE
REDEMPTION OF BONDS BEFORE MATURITY

SECTION 5.01. REDEMPTION OF BONDS . 'The D strict 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 O rder shall
be in substantially the follow ng 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 BondOrder. The District shall provide sutficient printed bond forms. duly executed by the
District, to the Registrar for registration, authentication, anddelivery of the Bonds inaccordance w ith
the provisions of this Bond Qrder.

FORM OF BOND

UNITED STAT ES OF AMERICA
STATE OF TEXAS

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

NO. R- PRINCI PAL
AMOUNT
$

INTEREST RATE DATE OF BONDS MATURITYDATE CUSIP NO.
, 2005’

REGISTERED OWNER:
PRINCIPAL AM OUNT:

ON THE MATURITY DATE specificd 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 Ow ner set forth above, or registered assign (hereinafter called the
"Registered Ow ner") the principal anount set forth above, and to pay interest thereon calculated on
the baw; of a 360 day year of twelve 30 day months, from ) .20 "on
20 " and semiannually on cach March 1 and S eptember | thereafter (an "Imcrcst Pa}mentl)atc"}
to the maturity date specificd above. or the date of redemption prior to maturiy, at the interest rate
per annum specified above: except that if this Bond is required to be authenticated and the date of
its authentication is later than the first Record D ate ( hereinafter defincd), such principal amount shall
bear interest from the Interest Payment Date next preceding the date o fauthenticat ion, unless such
date ol authentication & afler any Record D ate but on or before the next follow ing Interest Payment
Date, in which case such principal amount shall bear interest from such next following Interest
Payment Date: provided, how ever, that it on the date of authentication hereof the interest on the
Bond or Bonds. if any. for w hich this Bond & being exchanged or converted from is due but has not
been paid, then this Bond shall bear interest from the date to w hich such interest has beenpaid 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 securitics depository.

THE PRINCIPAL OF AND INTEREST ON this Bond are payable in law ful money of the
United States ot America, without exchange or collection charges. The principal of this Bond shall
be paid to the Registered Ow ner 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 A ssociation
which & the "Registrar” or "Paying A gent/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

‘Tobe completedchwer topn cing
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Agent/Registrar to the Registered O wner hereof on each Interest Payment Date by check or draft,
dated as of such Interest Pay ment Date, drawn by the Registrar on, and payable solely from, funds
of the District required by the order author zing the issuance of the Bonds (the "Bond O rder”) to be
on deposit with the Registrar for such purpose as hereinafter provided: and such check or draft shall
be sem by the Registrar by United States mail, first-class postage prepaid, on or before each such
Interest Payment D ate, to the Registered Ow ner hereof, at its address as t appeared on the fifieenth
(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 Registercd Ow ners (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 A gent/Registrar, if and when
funds for the payment of such interest have been received from the District. Notice ofthe Special
Record Date and ofthe scheduled payment date of the past due interest (which shallbe 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 ofeach Registered Owner as
it appears on the Register at the close of business onthe last business day next preceding the date of
mailing of such notice.

DURING ANY PERIOD in which ow nership of the Bonds is determined only by a book
entry at a sccuritics depository for the Bonds, if few er than ali of the Bonds of the same naturity and
bearing the same nterest rate arc 10 be redecmed. the particular Bonds of such maturity and bearing
such interest rate shall be selected m accordance w th the arrangements betw een the District and the
securities depository.

ANY ACCRUED INTEREST due at maturty or upon the redemption of this Bond prior
to maturity as provided hereinshall be paid to the Registered Own ¢r upon presentation and surrender
of ths Bond for payment at the designated office for payment of the Paying Agent/Registrar. The
District covenants with the Registered Ow ner of this Bond that on or before cach 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 aftirmed by the Bond Order. the
amounts required to provide for the payment, in immediately available funds. of all principal of and
intercst on the Bonds, when due.

IF THE DATE for any payment due on this Bond shall be a Saturday, Sunday. a legal
holiday. or a day on w hich banking institutions in the city wherc the designated office for payment
of the Paying Agent/Registrar is located are authorized by law or executive order to close, or the
U nited 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 madce on the original date payment
was due,
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THIS BOND is one ofa series of Bonds dated as of .20 "and authorized
to be issued pursuant 1o the Bond Order adopted by the Board of Directors of the D istrict in the
principal amount of $3,000,000°© FOR THE PURPOSES OF PURCHASING,
CONSTRU CTING, ACQUIRING, OWNING, OPERATING, REPAIRING, IMPROVING
OR EXTENDING A WATERWORKS SYSTEM, WASTEWATER SYSTEM AND
DRAINAGE SYSTEM INCLUDING,BUTNOT LIMITED TO, ALLADDITIONS TOSUCH
SYSTEMSAND ALL WORKS,IMPROVEM ENTS, 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 ADDI TION, PROCEEDS OF THE BONDS WILL BE USED TO: (1)
CAPITALIZEAPPROXIMATELY 24 MONT HS' INTERESTREQUIREMENTSON THE
BONDS; (2) PAY DEVELOPER INTEREST AND (3) PAY THECOSTS OF ISSUANCE IN
CONNECTION WITH THE BOND S.

ON ,20___" OR ON ANY DATE THEREAFTER. the Bonds maturing
.20 "and thereafter. may be redeemed prior to their scheduled maturities, at the
option ofthe District, with funds derived from any available and law ful source, at a redemption price
equalto the princpal amount to be redeemed plus accrued interest to the date fixed for redemption
as a w hole, or from tinwe to time in part, and, ifin part, the particular Bonds, or portions thereof, to
be redeemed shall be selected and designated by the D istrict, and if less than all of'a maturity s to be
redeemed the Registrar shall determine by lot the Bonds, or portions thereof within suchmaturity to
be redeemed (provided that a portion of a Bond may be redeemed only in integral multipks o f$5,000
of principal amount).

THEBONDS MATURINGON ,20___ " are subjectto mandatory sinking

fund redemption prior to maturity in the tollow ing amounts on the follow ing dates and at a price of
par plus accrued interest to the redemption date ("Term Bonds™).

Term Bond Maturing on .20
Mandatory
Redemption Date Principal Amount
.20 $
20 ¢
Final Matunity
"Tohe canpletedcloser topn cing
"Nt to eweed amount. prelun uw n sabnest 10 change.
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THEPRINCIPAL AM OUNT of the Term Bonds required to be redecmed pursuant to the
operation of the mandatory sinking fund redemption provisions shall be reduced, at the option ot the
District by the principal amount of any Term Bonds of the stated maturity w hich, 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 (o the Pay ing A gent/Registrar for cancellation, (2) shall have been purchased
and canceled by the Paying Agent/Registrar at the request of'the D istrict w ith monies in the D ebt
Service Fund at a price not exceeding the principal amount ofthe 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
thercof prior t o maturity a wri tten notice of such redemption shall be sent by the R egistrar by United
States mail, first-class postage prepaid, to (i) the Registered Owner of each Bond to be redeemed at
its addressasitappeared on the Register on the 45th calendar day prior to such redemption date and
(i) major sccurities 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 Bondsor 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 o fthe Registered
Owner to receive the redemption price from the Registrar out of the funds provided for such
payment. [fa portionotany 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 O wner upon the surrender thereof for
cancellation, at the expense ofthe D istrict, all as provided in the Bond O rder.

ALL BONDS OF THIS SERIES are issuable solely as fuily regisiered Bonds, without
interest coupons, in the principal denomination in the case of the Bonds, of any integral multiple of
$5.000. Asprovided in the Bond O rder, this Bond may, at the request of the Registered O wner or
the assignee or assignees hereof, be assigned, transferred, converted into and exchanged for a like
aggregate amount of fully registercd Bonds, without interest coupons, payable to the appropriate
Registered O w ner, assignee or assignecs. as the case may be, having any authorzed denomination
or denominations as requested in writing by the appropriate Registered O wner, assignee or assignees,
as the casc 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. A mong other requirements for such
assignment and transfer. this Bond must be presented and surrendered to the Registrar. together with
proper instruments of assignment, n form and with guarantee of signatures satistactory to the
Registrar, evidencing assignment ofthis Bond or any portion or portions hereofin any authorized
denomination to the assignee or assignees in whose name or names this Bond or any such portion or
portions hereofis or are to be registered. The Formof Assignment printed or endorsed on this Bond
may be executed by the Registered O w ner to evidence the assignment hercof, but s uch method is not
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exclusive, and other instruments of assignment satisfactory to the Registrar may be used to evidence
the as signment of this Bond or any portion or portions hercof from time to time by the Registered
Owner. The Registrar's reasonable standard or custo mary 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 exercisc of such privilege. The Registrar shall not be required to make any such
transfer, conversion or ¢xchange of any Bond or any portion thereof (i) during the period
commencing withthe close of business on any Record Date and ending with the opening ofbusiness
on the next follow ing principal or Interest P ayment D ate or (ii) w ithin 45 calendar days prior to its
redemption date: provided. however, such lmitation on transferability shall not be applicable to an
exchange by the Registered Ow ner 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 ertry at a
securities depository for the Bonds, the foregoing requirements of holding, deliveringor transferring
this Bond shall be moditied to require the appropriate person or entity to meet the requircments 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 ischanged by the Disltrict. resigns.or otherwise
ceases to act as such, the D istrict has covenanted in the Bond O rder that it promptly w ill appoint a
competent and legally qualified substitute therefor, and cause writte n notice thereof to be mailed to
the Registered O wners of the Bonds.

THE BONDS arc payable from the proceeds of an ad valorem tax, without legal limit as to
ratc or amount, levied upon all taxable property within the District. The Bond Order provides that
the District reserves the right to consolidate w ith one or more conservation and reclamation districts,
to conso lidate its waterwo rks and sewer systems with the s ystemso fsuch districts. The Bond Order
further provides that the pledge of taxes, to the payment of the Bonds shall termnate at such time,
if ever, as (i} money and/or defeasance obligations in an amount sufficient to defease the Bonds is
deposited w ith or made available to the Registrar in accordance with the Bond O rder or (i) a City
dissolves the District, and assumes the obligations of the District pursuant to existing Texas law.

THE BONDS are ssued 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 w ithin the D istrict, for each year w hile any part of the Bonds are considered outstanding
under the provisions of the Bond O rder, in sufficient amount, together w ith revenues and receipts
available from other sources which are equally available for such purposes, to pay interest on the
Bonds as it becomes due, to provide a sinking fund for the pay ment ofthe 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 o fassessing 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 ot'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 O wners of
the Bonds. Byacceptance of'this Bond the Registered Ow ner hereof consents to all of the provisions
of the Bond Order. a certified copy of which is on file in the office of the District.

THE OBLIGATION to pay the principal of and the interest on this Bond is solely and
exclusively the obligation of the D istrict until such time, ifever, as the D istrict is abolished and this
Bond i assumed as described above. No other entity, including the State of Texas, any political
subdivision thereof other than the D istrict, or any other public or privatc 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 propertics of the District, including the
properties proviled by the proceceds of the Bonds, is encumbered by any lien for the benefit of the
Registered Owner ofthis Bond.

THE DISTRICT RESERVES THE RIGHT to issue additional bonds heretofore or
hereafter duly authorized at clections held in the District payablc from a liecn on and pledge of taxes:
bonds, notes and other obligations of inferior liens, and revenue bonds, notes and other obligations
payable solely from revenues ofthe District or revenues to be rece ived under contracts with other
persons, including private corporations, municipalitizs and political subdivisions or from any other
source. ‘The District further reserves the right to ksue 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
modiled with, in certain circumstances, the consent of the Registered Ow ners of’ a majority in
aggregate principal amount of the Bonds affected thereby; provided, how ever, that, without the
conscnt of'the Registered O w ners 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 thc Bonds, reduce the principal
amount thereof or the rate of interest thereon, or inany 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.

THISBOND shall not be valid or obligatory for any purpose or be entitled to any benefit
under the Bond O rder unless this Bond either (a) is registered by the Comptroller of Public A ccounts
of the State of Texas as evidenced by execution of the registration certificate endorsed hereonor (b)
is authenticated as evidenced by exccution of the authentication certificate endorsed hereon by the
Registrar.

ITIS HEREBY CERTIFIED, COVENANTED, AND REPRESENTED that all acts,
conditions, and things necessary to be done prece dent to the issuance ofthe 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 kw: that
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provision has been made for the payment of the principal of and intercst 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. Inthe event that
any provisions herein contained do or would. presently or prospectively, operate to make any part
hereof void or voidabk, such provisions shall be without effect or prejudice to the remaining
provisions hereof, w hich shall nevertheless remain operative, and such violative provisions, if any,
shall be reformed by a court of competent jurisdiction w ithin the limits of the laws of the State of
Texas.

ITISFURTHER CERTIFI ED that the D istrict has designated the Bondsas "qualified tax-
exempt obligations” w khin the meaning of Section 265(b) of the Internal Revenue Code of 1986.

IN WITNE SS WHEREOF, the District has caused this Bond to be signed with the manual
or facsimile signature o fthe P resident ofthe Board of Directors of the District and countersigned
w ith the manual or facsimile signature of the Secretary of the Board of Dircctors of the District, and
has caused the o fficial seal o ('the District to be duly impressed. or placed in facsimile, onthis Bond.

MOORE'S CROSSING MUNICIPAL
UTILITY DISTRICT

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

(SEA L)

SECTION 6.02. REGI STRATION OF INITIAL BOND BY STATE
COMPTROLLER AND C ERTIFICATE. The Initial Bond shall be registered by the Comptro ller
of Public Accounts of the State of Texas as provided by law. The registration 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: REGISTERNO.

1 hereby certify that this Bond has been examined, certified as to validity, and approved by
the A ttorney General of the State of Texas, and that this Bond has been registered by the Comptro ller
of Public A ccounts of the State of Texas.

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

(COMPTROLLER'S SEAL)
SECTIONG6.03. FORM OF AUTHENTICATION CERTIFICATE. The follow ing

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

PAYING AGENT/REGISTRAR'SAUTHENTICATION CERTIFICATE
(To be executed if this Bond is not accom panied by an
executed Registration Cer tificate of the Com ptroller
of Public Accounts of the State of Texas)

It is hereby certificd 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 ofthe State of Texas and registered by the Comptrolkr of
P ublic A ccounts of the State of T'exas.

Dated: WELLS FARGO BANK,
NATIONAL ASSOCIATION
Registrar

By
Authorized Represcentative

SECTION 6.04. FORM OF ASSIGNM ENT. A form of assignment shall be printed
on the back ot each of the Bonds and shall be in substantially the follow ing form:

ASSIGNM ENT

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

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

the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints
, attorney, to register the transfer of the within
Bond on the books kept for registration thereof, with full power of substiution 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 Y ork $tock Exchange or of the Registered O wner 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,

INSERT)ONS FOR THE INITIAL BOND

The Initial Bond shallbe 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 belbw" and
"CUSIP NO. " shall be deleted.

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

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

Year of A mount Interest
Maturity Maturing Rate

MOORE' SCROBS NG MUD: Und Tax2006: Bond Order 20



(Information from Section 3.03 to be inserted)

The D istrict promises to pay inkrest on the unpaid principal amount hereof (calculated on the basis
of a 360-day year of twelve 30-day months) from , 20 at the respective Interest Rate
per annum specified above. Interest is payable on ,20___ and semiannually on each
March 1 and September 1 thereafter to the date of payment of the principal installment specified
above; except, that if this Bond is required to be authenticated and the date of its authentication is
later than the first Record D ate (hereinafter defined), such principal amount shall bear interest from
the interest payment date next preceding the date of authentication, unkss such date of authentication
isafter anyRecord Date but on or before the next following interest payment date, in which case such
principal amount shall bear interest from such next folowing interest payment date; provided,
how ever, 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. CUSIPREGISTRATION. ThePresident ofthe Board of D irectors
may secure the printing of identification mumbers on the Bonds through the CUSIP Ser vice Bureau.

SECTION 6.06. LEGAL OPINION AND BOND INSURANCE. The approving
opinion of McCall, Parkhurst & Horton LL.P., Austin, Texas, may be printed on the back of the
Bonds over the certification of the Secretary of the Board of D irectors w hich may be executed in
facsimile. In addition, ifany 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 contimuing, direct annual ad valorem tax, without legal Emitation as to rate or
amount, upon all taxable property w ithin the D istrict.

SECTION 7.02. LEVY OF TAX. (a) To pay the inferest on the Bonds, and to create
asinking fund for the payment of the principal thereof w hen due, andto pay the expensesofassessing
and collecting such taxes, there is hereby kevied, and there shall be assessed and collected in due time,
a continuing, direct annual ad valorem tax w thout limit as to rate or amount on all taxable property
in the District for each year while any of the Bonds are outstanding. Al 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 shell 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 fiund to pay the principal when due, full allow ance being made for
delinquencies and costsofcollection, together w ith reveruesand rece ipts from other sources thatare
legally available for suchpurpose, shall be kvied and collected and applied to the payment of principal
and interest onthe Bonds, as follows:

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

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

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

(i)  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 w hich should be levied each year, the Board shalt
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 receiptsavailabk fromother sources which are
legally available to pay debt service on the Bonds.

(b)  Chapter 1208, Government Code, appliesto the issuance ofthe Bondsand 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 whik the Bonds are outstanding and
unpaid such that the pledge of ad valorem taxes granted by the District under this Order & to be
subject to the filing requirements of Chapter 9, Business & Commerce Code, then in order to preserve
to the registered owners ofthe Bonds the perfection ofthe security interest in said pledge, the District
agrees to take such measures as it determines are reasonabk and necessary under Texas law to
comply with the applicabke 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. M OF BONDS AND PERFORMANCEOF
OBLIGATIONS. T he District covenants to pay promptlythe prmcnpal ofand interest on the Bonds
as the same become due and payable, w hether at maturity or by prior redemption, in accordance w ith
the terms of the Bonds and this Bond Order, and to keep and perform faithfully all of is covenants,
undertakings, and agreements contained in this Bond Order, or in any Bond executed, authenticat ed,
and delivered hereunder.

SECTION7.04. CONSOLIDATION ORDISSOLUTION OF DISTRICT. To the
extent provided by law, the pledge of taxes set forthinSect ion 7.02 will terminate if a citytakes over

all properties and assets, assumes alldebts, liabilities, and obligations, and performs allfunctions and
services of the District, and the District is abolshed 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 5 consolidated with another district
or districts, the D istrict reserves the right to:

(i) Consolidate the System with a similar system of one or more districts with which
the District is consolidating and operate and maintain the systems as one conso idated 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 w hich the District & consolidating
(herein collectively the * Consolidating Districts") without preference 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) Pldge the net reverues of the Consolidated System to the payment of
principal, interest, redemption price and bank charges onRevenue Bonds which may be issued
bythe Consolidating D istricts on a parity with the outstanding first lien Revenue Bondsofthe
Consolidating Districts.

ARTICLE EIGHT

ow ND S AND {NVESTMENT

SECTION 8.01. CREATION OF FUNDS. TheSeries 2005 Debt Service Fund, the
Operating Fund and the Series 2005 Capital Projects Fund are hereby created or confirmed. Each
fund shall be kept separate and apart from all other funds 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 O perating 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 O perating Fund all income or
increment which may grow out of the System unless derived from contracts with other persons,
including private corporations, municipalities, andpolitical subdivisions w hich, under the terms ofthe
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 Fundsuch other income or receipts ofthe District not otherwise
required to be applied by this Order. The Operating F und shall be used solely to (i) pay all reasonable
expenses of the administration, efficdent operation, and adequate maintenance of the System, (ii)
transfer from time to time any excessto the creditof'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 colkctons available for deposit thereto are sufficient to pay
w hen due the oblgations of the D istrict payable ﬁ'om the Series 2005 Debt Service Fund, to pay any
other law ful expense of the D istrict.

SECTION 8.03 SERIES 2005 CAPITAL PROJECTS FUND. The Series 2005
Capital Projects F und shall comprise the capital impr ovements fund of the D istrict. The D istrict shall
deposit to the credit of the Series 2005 Capital Projects Fund the balance of the proceeds of the
Bonds remaining after the deposits to the Series 2005 Debt Service Fund provided in Section 9.02
of this Order. The Series 2005 Capital Projects Fund shall be applied solely to pay (i) the costs
necessary or appropriate to accomplish such of the purposes for which the Bonds are issued as
approved bythe Commission with any sutplus 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 sak 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 ofthis Order any interest eamings remaining on hand shall be depo sited in the Series
2005 Debt Service Fund.

SECTION 8.04 SECUR ITY OF FUNDS. Any cash balance in any fund, to the extent
not insured by the Federal D eposit 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 § tate of Texas.

SECTION 8.05. DEBT SERVICE FUND; TAXLEVY. The District shall deposit
or cause to be deposited into the Seri es 2005 Debt Service Fund the aggregate of the following at
the time specified:

(a)  As soon as practicable afier the Bonds are sold, accrued nterest on the Bonds from

their date to the date of their delivery and capitalized interest on the Bonds for 24
months; and
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(b)  The proceeds from collection of the ad valorem taxes levied, assessed and collected
for and on account of the Bonds pursuant to Section 7.02 hereof, less costs of
coliection, as coflected.

While the Bonds or any part of the principal thereof or interest thereon remain outstanding and
unpaid, there ishereby levied andthere shall be annually assessed and collected in due time, formand
manner, and at the same time as other D istrict taxes are assessed, kvied and collected, in each year,
beginning with the current year, a continuing, direct annualad valoremtax upon allta xabk property
in the District suffident to pay the current interest on the Bonds as the same becomes due, full
allow ance being made for delinquencies and costsofcollection, and said taxesare hereby irrevocably
pledged to the payment of the interest on and principal of the Bonds and to no other purpose. On
or before the date for payment ofthe principal and/or Interest Payment D ate on the Bonds, the Board
of Directors shall cause the transfer of moneys out of the Series 2005 Debt Service Fund to the
Registrar in an amount not less thanthat w hich is sufficient to pay the principal w hich matures on
such date and the interest which accrues on such date. The District shall pay fees and charges 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 Operat ing F und and the Series 2005 Capital ProjectsF und and any other
fund or funds which the District may lawfully create may be invested or reinvested in Authorized
Investments. All investments and any profits realized from and interest accruing on investments made
from any fund may be transferred to the Series 2005 Debt Service Fund. If any moneys are so
invested, the District shall have the right to have sold in the open market a sufficient amount of such
investments to meet its obligations in the event any fund does not have sufficient uninvested funds
on hand to meet the obligations payable out of such fund. Afier such sale the moneys resulting
therefrom shall belong to the fund from which the moneys for such investments were itially taken,
The D istrict shall not be responsible to the Registered Ow ners for any loss arising out of the sale of
any investments. '

ARTICLE NINE
APPLICATION OF BOND PROCEEDS

\
SECTION 8.01. BOND PROCEEDS. Proceeds from the sale of the Bonds will be
disbursed in accordance w th this Article.

SECTION 9.02. ACCRUED ANDCAPITALIZED | NT EREST. 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 D ebt Service Fund. In addtion,
proceeds of'the Bonds representing capitalized interest shall be deposied into the Series 2005 Debt
Service Fund.
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SECTION 9.03. CAPITAL PROJEC TS FUND . Proceeds ofthe Bonds necessary
to complete the purposes set forth in Section 3.01 herein and to pay the costs of issuance of the
Bondsshall be deposited in the Series 2005 Capital Projects Fund. Any surplus bond proceeds after
completion ofthe projects authorized in the Commission Order, shall be depo sited into the Series
2005 D ebt Service Fund or shall be subject to approval by the Commission in accordance with the
Commission rules.

ARTICLE TEN
PROVISIONS CONCERNING FEDERAL INCOME TAX EXC LUS! ON

SECTION 10.01. COVENANTSREGARDING TAX EXEM PTiON 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 ollows:

(1) to take any action to assure that no more than 10 percent of the proceeds ofthe
Bonds or the projects firanced therew ith (less amounts deposited to a reserve fund, if any) -
are used for any "private business use,” as defined in section { 41(b)(6) of the Code or, ifmore
than 10 percent of the proceeds or the projects financed therewith are so used, suchamounts,
whether or not received by the District, with respect to such private business use, do not,
under the terms of this Order or any underlying arrangement, directly or indirectly, secure or
provide for the payment of more than 10 percent of the dett 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 therew ith (less amounts deposited into a reserve fund, if any) then the
amount in excess of 5 percent is used for a "private business use" which is "related" and not
"disproportiomate," within the meaning of section 141 (b} 3) of the Code, to the governmental
use;

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

(4) to refrain romtaking anyaction w hich w ould otherw ise result in the Bondsbeing
treated as "private activity bonds" w ithin the meaning of'section 141(b) of the Code;

(5) to refrain from teking any action that would result in the Bords being "federally
guaranteed" within the meaning of section 149(b) ofthe Code;
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(6) to refrain from using any portion of the proceeds of the Bonds, drectly or
indirectly, to acquire or to replace funds w hich were used, directly or indirectly, to acquire
investment property (as defined insection 148(b)(2) of the Code) which produces a materially
higher yied over the term of the Bonds, other than investment property acquired w ith -

(A) proceeds of the Bonds invested for a reasonable temporary period of 3
years or less or, in the case of a refunding bond, 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, w ithin 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 ofthe proceeds of the Bonds or amounts treated as
proceeds of the Bonds, as may be necessary, so that the Bonds do not otherw ise contravene
the requirements of section 148 of the Code (relating to arbitrage) and, to the extent
applicabk, 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 ofdeliveryofthe Bonds) an amount that is at least equalto 90 percent
of the "Excess Eamnings," within the meaning of section 148(f) of the Code andto payto the
United States of A merica, not later than 60 days after the Bonds have been paid in full, 100
percent of the amount thenrequired 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 D istrict 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 Fund is established for the additional purpose of comptiance with section
148 of the Code.

(c) Proceeds. The District understands that the term "proceeds” includes "dispostion
proceeds” as defined in the Treasury Regulations and, in the case of refunding bonds, transferred
proceeds (if any) and proceeds ofthe refunded bonds expended prior to the date ofissuance ofthe
Bonds. Itis the understanding of the D istrict that the covenants contained herein are intended to
assure compliance with the Code and anyregulationsor rulings promulgated by the U.S. D epartment
of the Treasury pursuant thereto. In the event that regulations or rulings are hereafter promulgated
w hich modify or expand provisions of the Code, as applicable to the Bonds, the District will not be
required to comply with any covenant contained herein to the extent that such failure to comply, in
the opinion of mtionally recognized bond counsel, will not adversely affect the exemption from
federal income taxation of interest on the Bonds under section 103 of the Code. Inthe event that
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regulations or rulings are hereafter promulgated w hich impose additional requirements w hich are
applicabk 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 ekctions, on behalf of the District,
which may be permitted by the Code as are consistent with the purpose for the issuance ofthe Bonds.

(d) Allocation Of, and Limitation On, Expenditures for the Project. The District covenants
to account for the expenditure of sale proceeds and investment earnings to be used for the purposes

described in Section 3.01 of this Order (the "Project") on its books and records in accordance w ith
the requirements of the Internal Revenue Code. The Districtrecognizes that in order for the proceeds
to be considered used for the reimbursement of costs, the proceeds must be allocated to ex penditures
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 eamings 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 D istrict 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 shall not be obligated to comply with this covenant if it obtains an opinion that such failire
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 nationalty-recognized bond counsel
that such sale or other disposition will not adversely affect the tax-exempt status ofthe Bonds. For
purposes of the foregoing, the portion of the property comprising personal property and disposed in
the ordinary course shall ot be treated as a transaction resuking in the receipt of cash or other
compensation. Forpurposes hereof, the District shall not be obligated to comply w ith this covenant
if it obtains an opinion that such failure to comply will not adversely affect the excludability for
federal income tax purposes from gross income of the interest.

(f) Designation as Qualified Tax-Exempt Bonds. The District hereby designates the Bords
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 warrantsthe following: (a) that during the calendar
year in which the Bonds are issued, the District (including any subordinate 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" teing issued; (b) that the District reasonably anticipates
that the amount oftax-exempt obligations issued, during the calendar year in w hich the Bonds are
issued, by the District (or any subordinate entities) will not exceed $10,000,000; and, (c) that the
District will take such action or refrain from such action as necessary, and as more particularly set
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forth in this S ection, in order that the Bonds wilinot be considered "private activity bonds” w ithin
the meaning of section 141 ofthe Code.

ARTICLE ELEVEN

ADDI TIONAL BONDS AND REFUNDI NG BONDS

SECTION 11.01. ADDITIONAL BONDS. TheDistrict 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 Systemn, or for any other lawful
purpose:

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

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

SECTION 11.02. OTHER BONDS AND OBLIGATIONS. The District further
reserves the right to ssue combinationunlimited tax and revenue bonds, ifauthorized by election, and
such other bonds or other obligations as may be law fully issued by the District including any
obligations ssued 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 O utstanding
Bonds, any Additional Bonds, or any other obligations issued by the D istrict, at or prior to their
respective dates of maturity or redemption.

TICL ELV
DEFAULT PROVI SIONS

SECTION 12.01. REMEDIES IN EVENT OF DEFAULT. In addition to any other
rights and remedies provided bythe laws of the State of Texas, the District covenantsand agrees that
in the event of defauk in payment of principal of or interest on any of the Bonds w hen due, or, in the
event it fails to make the payments required to be made into the Series 2005 D ebt Service Fund, or
defaults in the observance or performance of any other ofthe covenants, conditions, or obligations
set forth in this Bond Order, the Registered Owners shall be entitled to a writ of mandamus issued
bya court of competent jurisdiction compelling and requiring the D istrict and the officials thereofto
observe and performthe covenants, obligations, or conditions prescribed in this Bond Order, Any
delay or omission to exercise any right or pow er or be construed to be a waiver of any such defauit
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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ECTION 12.02. BOND ORDERISCONTRA CT. In consideration of the purchase
and acceptance of the Bonds authorized to be issued hereunder by the Registered Owners, the
provisions of this Bond Order shall be deemed to be and shall constitute a contract between the
District and the Registered Owners; and the covenants and agreements herein set forth to be
performed on behalf of the District shall be for the equal beneft, protection, and security of each of
the Registered Ow ners. The Bonds, régardless of the time or times of their issue or maturity, shall
be ofequal rank without preference, priority, or distinction of any Bond over any other, except as
expressly provided herein.

ARTICLE THIRTEEN

C GEBY DEPOSIT

SECTION 13.01. DEFEASANCE OF BONDS . (a) Any Bond and the interest thereon
shall be deemed to be paid, retired and no bonger outstanding(a "D efeased Bond") w thinthe meaning
of this O rder, except to the extent provided in subsections (c) and (e) of this S ection, when payment
of the principal of such Bond, plus interest thereon to the due date or dates (whether such due date
or dates be by reason of maturity, upon redemption, or otherw ise) cither (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 irevocably
deposting with or making availabk to the Paying A gent/Registrar or commercial Bank or trust
company for such payment (1) lawful money ofthe United States of America sufficient to make such
payment, (2) Defeasance Securi ties, 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, o f sufficient money to pro vide 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 s 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 thereonshall no longer be secured
by, paysble from, or entitled to the benefits of, the ad valorem taxes herein levied as provided in this
Order, and such principal and interest shall be payable solely from such money or Defeasance
Securities.

(b) The deposit under clause (ii) of subsection (a) shall be deemed a payment of a Bond as
aforesaid w hen proper notice of redemption of such Bonds shall have beengiven, in accordance with
this Order. Any money so deposited with the Paying Agent/Registrar or commercial bank or trust
company as provided in this Sect ion 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 Sec urities 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 money has been so deposited,
shall be turned over to the Board of Directors.

MOORE" SCROSS NG MUDA Ui Tax20¢8; Bond Crdar 30



(c) N otwithstanding 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 § ection 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, ifany, and interestthereon, with respect to which such money or Defeasance Sec urities
have been so set aside in trust. U ntil all D efeased Bonds shall have become due and payable, the
Pay ing A gent/Registrar shall perform the services of Paying A gent/Re gistrar for suchDefeas ed Bonds
the same as ifthey had not been defeased, and the District shall make proper arrangements to provide
and pay for such services as required by this Order.

(d) N otwithstandinganything elsewhere in thi O rder, if money or D efeasance Securities have
been deposited or set aside w ith the Paying Agent/Registrar pursuantto this S ection for the payment
of Bonds and such Bonds shall not have in fact been actually paid in full, no amendment of the
provisions of this Section shall be made without the consent of the registered ow ner of each Bond
affected thereby.

(¢) Notw ithstanding the provisions of subsection (a) immediately above, to the extent that,
upon the defeasance ofany D efeased Bond to be paid at its maturity, the D istrict retains the right
under Texas law to later call that Defeased Bond for redemption in accordance with the provisions
of the order authorizing #s issuance, the District may call such D efeased Bond for redemption upon
complying w ith the provisionsof Texas law and upon the satisfaction of the provisionsof subsection
(a) immediately above with respect to such D efeased Bond as though it w as being defeased at the
time of the exercise of the option to redeem the D efeased 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'SSUCCESSORSAND ASSIGNS. Whenever in this
Bond Order the D istrict 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 pro vided herein, shall bind and inure to the benefit of its successors and assigns whether
or not so expressed.

SECTION 1402. NO RECOURSE AGAINST DISTRICT OFFICERS OR
DIRECTORS. No recourse shall be had for the payment of the principal of or interest onthe Bonds

or for any claim based thereon or on this Bond Order against any officer or director of the District
or any person ecxecuting 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. Ifthe Registrar or its successor becomes unable for any reason
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to act as Registrar hereunder, or if the Board of D rectors of the D strict determines that a successor
Registrar should be appointed, a successor Registrar shall be selected by the D istrict. Any successor
Registrar shall be either a bank, trust company, financial 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. REGISTRAR MAY OWN BONDS. TheRegistrar, in its individual
or any other capacity, may become the owner or pledgee of the Bonds w ith the same rights it would
have if it w ere not Registrar,

SECTION 14.05. BENEFITS OF PROVISIONS. Nothing in this Bond Order or in
the Bonds, expressed or implied, shali give or be construed to give any person, frm, or corporation,
other than the D istrict, the Registrar, and the Registered Ow ners, any legal or equitable right or claim
under or in respect of this Bond Order, or under any covenant, condition, or provision herein
contained, all the co venants, conditions, and provisions contained in thisBond Order orinthe Bonds
being for the sole benefit of the District, the Registrar, and the Registered O wners.

SECTION 14.06. UNAVAILABILITY OF AUTHORIZED PUBLICATION, If,
because of the temporary or permanent suspension of any new spaper, journal, or other publication,
or for any reason, publicationofnotice cannot be made meet ing any requirements herein estab lished,
any notice required to be published by the provisions ofthis Bond Order shall be given in such other
manner and at such time or times as in the judgment of the D strict shall most effecti vely approximate
such required publication, and the giving of such notice in such manner shall for all purposes of this
Bond O rder be deemed to be in compliance with the requirements for publication thereof.

SECTION 14.07. SEVERABILITYCLAUSE. 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 nvalid or unconstiutional 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 ofthis Bond Order to any other personsor circumstances
shall not be affected thereby.

SECTION14.08. ACCOUNT ING. TheD istrict w ill keep proper records and accounts
regarding the kevy and coflection of taxes, which records and accounts will be made available to any
Registered Ow ner on reasonabk request. Each year whik 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 itsF iscal Y ear, and copies of such audits w ill be made available
to any Registered Ow ner upon request.

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

SALE AND DELIVERY OF BONDS
AND APPROVAL OF DOCUMENTS

SECTION 15.01. SALE OF BONDS. The Bonds are hereby sold, pursuant to the

taking of public bids therefor, on this date, and shall be delivered to at a price of
% of the par amount ($ ) plusaccrued interest. The Board hereby finds

and determines that the net effective interest rate on the Bonds, as calculated pursuant to Chapter
1204, Government Code, as amended is % which rate is not more than two (2) percent
above the highest average interest rate reported by the "D aily Bond Buyer” in its weekly "Bond
Index" during the one month period preceding , 2005. It i hereby officially found,
determined, and declared that the terms ofthis sale are the most advantageousreas onably obtainable.
The Bonds shall initially be registered in the name of

SECTION 15.02.  APPROVAL ,REGISTRATION,AND DELIVERY. The President
of the Board of Directors of the District and representatives of McCall, Parkhurst & Horton L.L.P.
are hereby authorized and directed to submit the Initial Bond and a transcript of the proceedings
relating to the issuance of the Bonds to the Attorney General of the State of Texas for approval and,
following said approval, to submit the Initial Bond to the Comptroller of Public A ccounts of the State
of Texas for registration. Upon registration of the Initial Bond, the Comptroller of Public Accounts
(or & deputy designated in writing to act for the Comptroller) shall manually sign the Comptroller's
registration certificat ¢ prescribed herein to be printed and endorsed on the Initial Bond, and the seal
of the Comptroller shallbe impressed or placed infacsimile on the Iniial Bond. After the Initial Bond
has been registered, signed, and sealed by the Comptroller, it shall be delivered to the Initial
Purchaser, but only uponreceipt of the full purchase price.

SECTION 15.03 APPROVAL OF OFFERING DOCUMENTS AND PAYING
AGEN T/REGISTRAR AGREEMENT. A "Notice of Sale and Bidding Instructions”, an "0 fficial
Bid Form", and an "Preliminary O fficial S tatement”, dated , 2005, were prepared and
distributed in connection w ith the sale of the Bonds (said documents are hereinafter referred to asthe
"Offering Documents"). Said Offering Documents, and any addenda, supplement, or amendment
thereto, are hereby approved by the Board of D irectors of the District, and ther use in the offer and
sale of the Bonds is hereby approved.

The Paying Agent/Registrar Agreement by and between the District and Wells Fargo Bank,
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 § ecretary or Assistant S ecretary is authorized and directed to attest
such agreement.
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ARTICLE SIXTEEN
OPEN MEETING AND EFFECTIVE DATE

SECTION 18.01. OPEN MEETING. The Board of Directors officially finds,
determines, and declares that this Bond Order was review ed, carefully considered, and adopted at a
meeting of the Board, and that a sufficient written notice of the date, hour, place, and subject of this
meeting was posted as required by the Ope nMeetings Act, Chapter 551, Texas Government Code,
as amended, and that this meecting has been open to the public as required by law at all times during
w hich thisBond O rder and the subject matter hereof has been discussed, considered, and acted upon.
The Board of Directors further ratifies, approves and confirms such written notice and the contents
and posting thereof.

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

ARTICLE SEVENTEEN
AMENDM ENTS

SECTION 17.01. AMENDM ENTS. (a) Amepdmemt w ith Consent of Owners of 51% of
Bonds. The ow ners 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 desiabk by the District; provided how ever, that, other than as permite d by subsection
(f) of this Section 17.01, nothing herein contained shall permit or be construed to permit the
amendment, w ithout the consent of the ow ner of each of the outstanding Bonds affected thereby, of
the terms and conditions of this Bond Order or the Bonds so as to:

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

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

(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 impo se any conditions with respect to such payments;

(5) affect the right of the Registered Owners of less than allofthe Bonds then outstanding;
or

MOORE" SCROSS ING MUTAUI Tax2005: Boad Order 34



(6) decrease the minimum percentage of the principal amount of Bonds necessary for consent
to any such amendment.

(b) Notice of Amendment. Ifat any time the District shall desice to amend this Bond Order
it may cause a written notice of the proposed amendment to be published at least once on a business
day in a financial newspaper, journal, or publication of general circulation in the City of New Y ork,
New York, or in the S tate of Texas. If, because of temporary or permanent suspension of the
publication or general circulation of allsuchnewspapers, journals, or publications, itis impossible or
impractical to publish such notice inthe manner provided herein, then such publication in lieu thereof
as shall be made by the Registrar shall constitute a sufficient publication of notice. Inadditionto 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 natice 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 brieflyset
forth the nature of the proposed amendment and shall state that a copy thereof is on fik at the
principat office of the Registrar for inspection by all Registered O wners of Bonds.

(c) Consent to Amendment. Whenever at any time not less than 30 days, and w ithin one
year, from the date ofthe first publication of said notice or other services ofwritten notice the Diistrict
shall receive an instrument or instruments executed by the Registered Owners of a least 51% in
aggregat ¢ principal amount o fall Bonds then outstanding, which instrument or instruments shall refer
to the proposed amendment described in said notice and shallspecifically consent to and approve such
amendment, the D istrict may adopt the amendatory resolution or order insubstantially 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 deemed to be amended in
accordance with such amendatory resolution or order, and the respective rights, duties, and
obligations under such amendatory resolution or order of all the Registered Owners shall thereafter
be determined and exercised subject in all respects to such amendments.

(e) Consent of Registered O wners. Any consent given by a Registered O wners 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 S ection, 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 thereofwith the Registrar and the District, but such
revocation shall not be effective if the Registered Ow ners 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. Notw ithstanding the provisions of (a) through () of this
Section, and without notice of the proposed amendment and without the consent ofthe Registered
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Owners. The District may, at any time, amend this Bond Order to cure 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 executed copy of each such amendment shall be fied with the Registrar,

ARTICLE EIGHTEEN

CONT INUING DI SCLOSURE UNDERTAKING

Section 18.01. CONT INUING DI SCLOSURE UNDERTAKING. (a) AnnualReports.
The D istrict 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 ofthe general
type described in Exhibit C hereto. Any financial statements so to be provided shall be (1) prepared
in accordance with the accounting principksdescribed in Exhibit C hereto, or such other accounting
principles as the District may be required to employ from time to time pursuant to state law or
regulation and (2) audited, if the D istrict commissions an audit of such statements and the audit is
completed within the period during which they must be provided. If the audit of such financial
statements is not complete within such period, then the District shall provide unaudited financial
statements bythe required time, and will provide audited fmancial statements for the applicable fiscal
year to each NRMSIR and any SID, when and if the audit report on such statements become
available.

If the District changes is fiscal year, it will notify each NRMSIR and any SID of'the change
(and of the date of the new fiscal year end) prior to the next date by which the District otherwise
w ould 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 documents or may be included by specific reference to any
document (including an official statement or other offering document, if it is available from the
MSRB) that theretofore has been provided to each NRMSIR and any SID or filed with the SEC.
(b} Material Evert N otices. The D istrict shall notify any SID and either each NRMSIR or
the MSRB, in a timely manner, of any of the follow ing events w ith respect to the Bonds, ifsuch 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. S ubstitution of credit or liquidity providers, or their failure to perform;

F, Adverse tax opinions or events affecting the tax-exempt status of the Bonds;
G.  Modifications to rights of holders of the Bonds;

H. Bond calls;

I. Defeasances;

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

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

(c) Limitations, D isclaimers and Amendments. The D istrict shallbe 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 w ith S ection 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 ow ners of
the Bonds, and nothing in this section, express or implied, shall give any benefit or any legal or
equitable right, remedy or claim hereunder to any other person. The District undertakes to provide
only the financial information, operating data, financial statements and notices w hich it has expressly
agreed to provide pursuant to this sectibn 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 herebyundertake to update any information provided inaccordance
w ith this section or otherw ise, except as expressly provided herein. The District does not make any
representation or warranty concerning such information or its usefulness to a decision to invest in or
sel) Bonds at any future date.

UNDER NO CIRCUMSTANCES SHA LL THE DISTRICT BE LIABLE TO THE
HOLDER OR BENEFICIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN
CONTRACTOR TORT, FOR DAMAGES RESULTINGIN WHOLEOR IN PA RTFROMANY
BREACH BY THE DISTRICT, WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS
PART, OF ANY COVENA NT SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND
REMEDY OF ANY SUCH PERSON, IN CONTRA CT OR TORT, FOR OR ON ACCOUNT OF
ANY SUCH BREA (H SHALLBELIMITED TO AN ACTION FORMAND AMUS OR SPECIFIC
PERFORMANCE.
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N o defanlt by the District in observing or performing its obligations under this section shall
comprise a breach of or default under the O rder for purposes ofany other provision of this O rder.

Nothing in this section is intended or shall act to disclaim, waive or otherwise limitthe 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 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 onlyif (1) the provisions of this
section, as so amended, w ould have permitted en underw riter to purchase or sell Bonds in the primary
offering of the Bonds in compliance with the Ruk, taking into account any amendments or
interpretations of the Ruk 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) & person that is unaffiliated with the District (such as nationally recognized
bond counse]) determined that such amendment will not materially impair the interest of the Holders
and beneficial ow ners of the Bonds. If the District so amends the provisions of this section, it shall
include w th any amended financial information or operating data next provided in accordance w ith
paragraph (a) of this section an explnation, 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 disclosure agreement if the SEC
amends or repealsthe applicable provision o fthe Ruke 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 underw riter from lw fully purchasing or selling Bonds in the primary
offering ofthe Bonds.

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

"MSRB " means the Municipal Securi ties Rulemaking Board.

"NRMSIR" means each person whom the SEC or its staff has determined to be a natiomally
recognized municipal securities information repository w ithin 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 department,

officer, or agency thereof as, and determined by the SEC or its staff to be, a state information
depository within the meaning of the Rule from time to time.
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ARTICLE NINETEEN
OTHER ACT IONS

SECTION 19.01. OTHER ACTIONS. The President or Vice President and Secretary of
the Board ofD irectors ofthe D istrict, and all other o flicers, empb yeesand agents of the D istrict, and
each ofthem, shall be and they are hereby expressly authorized, empow ered and directed from time
to time and at any time to do and perform all such acts and things and to execute, acknow kedge 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.

39
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EXHIBIT "A"
PAYING AGEN T/REGISTRAR AGREEMENT
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EXHIBIT "B"
CONT INUI NG DI SCLOSURE

1. See Tables 1 through 12 in the O fficial S tatement.

2. See Appendix A in the Official Statement.

Accounting Principl 88

The accounting and reporting policies ofthe District relating to the fundsand accourt groups
will conform to generally accepted accounting principles (GA AP) 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 Polltical Subdivision ofthe State of Texas Located In Travis County, Texas)

UNLIMITED TAX BONDS, SERIES 2005

Bids due : Thursday, May 19, 2005 at11:00, AM, CDS.T.
Award Expected 12:00 Noon

The Bonds are obligations soldy of Moore 8 Grossing Municipd Utility District end are not obligationsof the City of Austin,
Texas Travis County, Tecas; theStde of Texas; or ay ettty otherthan the District.

THE DISTRICT ISEXPECTED TO DESIGNATE THE BONDS AS"QUALIFIED TAX-EXEMPT OBLIGATIONS' FOR
ANANCIAL INSTITUTIONS '

THE SALE

Bonds Offered for Saleat Competitive Bldding .. . Moorgs Crossing Municpd WtilityDistrict {the "Distrit") is offering
for sde $3,000000 Unlimited Tax Bonds, Serie005 {the "Bonds"). Bids may be subnitted by either of three dtemnctive
prooeiunes: (1) seded, written bids (2) dectronic bids, or (3) bids by facsimile Prospedive bidders may sdect one of the
three dtemdive bidding procedures In their sole discretichdtha the Distrit nor its Finendd Advisor, Southwest
Securities, assumes any responsibility or liability for aprospective bidding procsdure

The District and Southwest Sscurities assumeno responsibllity or Hability with respect to any imegguldities assod dad withthe
submission of dectronic bids

Southwest Surities will not be responsible for submittiayy bids received dter theeadllina For the purpose of
determining compliance with awy and dl time deadlines set forth in this Offidd Notice of SHe for al dtemative bidding
procedures, theofficid timeshdl bethe time ma ntained only by the Parity Electronic Bid Submission System ("PARITY™).

Procedure Number 1:Sealed, Written Blds Dellvered InPerson .. .Seded bids, planly maked "Bid for Bonds"” should be
sridressad to the "Boad of Directors of Moonds Crossing Munigpd Utility Digtrit”, end if ddiveed in person, divared to
Chayl Allen, Southwest Securities, 701Brazos Street, Suite 400, Austin, Texas 78701, by 11:00 AM, CD.ST., onthe dde
of the bid apening. All bids must be subnitted on the "Officid Bid Form" without dteetion or interlineions. Copies of the
Offidd Bid Form accompany the Prdiminary Offidd Stadement.

Procedure Number 2: Electronic Eldding Procedures.. Any prospective bidder tha intends to submit en dectronic bid
must submit its dectronic bid through the fedilities of PARITY between 10:00AM, CD.ST.. and 11:00AM, CDST., onthe

dae of the bid opening. Bigdermmug alsosubmiBI GNED Offidd Bid Forms prior to 19:00 AM, CD.ST.. oThursday,
May 19, 2005, to Chearyl Allen, Southwest Sceurities, 701 Brams Street, Suite 400, Austin, Texas 78701.

Subscription tothe {-Ded LLC's BIDOOMP Competitive BiddingSystem is required in order to submit an dedronic bid
through PARITY. Furtha informaion ebout PARITY, indudingany fee charged, may beaobtdined from Ddoomp/Paity, 395
Hudson Strect, New York, New York 10014, ettention; Jennifer Emery (212) 806-8304.

The District will ndther confirn ety subsciption nor be responsible for the failureof eny prospective bidder to subscribe to
athe bidding system.

An dectronic bid made through the fadilitiesof PARITY shdl bedeemed an imevocable offer to purchase the Bonds on the
tams provided Inthis Offidd Notioe of Sde and shdl be binding upon the bidder esif mede by a signed, seded bid ddivered
tothe Digtrict. Neither Southwest Securities nor the District shall beresponsibiefor eny mdfundion or misteke made by, orss
aresult of the use of the fadilities of PARITY, theuse of such fadilities being the sole risk of the prospective bidder.
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All electronlc bids shall be deemed to Inorporate the provisions of this OfficlaiNotice of Sale and the Officlal Bld
Form. 1f any provisions of this Officlal Notice of Sale shall conflict with Information provided by PARITY as the
approved provider ofelectronic bkdding services, this Official Notice of Sale shall control.

For information purposes only, bidders ere requested to state itheir dectronic bids the true iterest cost to the Distridt, s
descaribed under *Basis of Award” bdow.

The District and Southwest Securities wlll not be recptble for submiting any bids recelved after the above
deadiines.

Procedure Number 3:Bids by Facsimile .. . Bidders thet choose to exerdise the facsimile bidding optionsMUST SUBMIT
SIGNED Offidd Bid Forms prior to 11:00 AM, CD.ST.. onThursday, May 19, 2005, to Cheryl Allen, Southwest Securities,
701 Brazos Street, Suite 400, Austin, Texas 78701 end submit their bid by facsimile onthe dae of the sdeprior to such time
Any bids recaived by facsimile will beatached tothe signed Officid Bid Form previously submitted.

Facsimile bids to the etention ofCheyl Allen will be acompted e (512320-5865, betwesn 1000 AM and 41:00 AM,
CDST. onThursday, May 19, 2005.

The Digtrict and Southwest Serurities are not responsible if such facsimile numberisbusy or mafunctionin gwhich prevents a
bid or bids from being submitted on a timdy besisThe District and Southwest Securities will not be responsible for
submitting any bids received after the above deadlines. The District and Southwest Securities assume no responsibility or
ligbility with respect toay imegularities associgted with the submission of bids if the facsimile bid options are exercised.

Place and Time of Bld Award .. .The Boad will avad the sde of the Bondst the designated meeting place outside the
boundaies of the District, Ammbrugt & Brown, LLP, 100 Congress Avenue Suite 1300, Austin, Texes & 12:00 Noon.,
CD.ST.. Any bidreceived dter 11:00AM. will not beaccepted by the Board,

Award of Bonds .. .The District will teke ation toavad the Bondsorrgect al bids upon mcaving bids. Upon avading
the Bords, the Digtrict will dso adopt th order authorizing Issuance of the Bonds(the "Bond Orde”) and will spprove the
Offidd Staement, which will bean aneded foom of the Pdimingy Offidd Sdament. Sde of the Bonds will bemade
subject to the tams, conditions and provisions of the Bond @ to which Bond Order reference is hereby made for dl
purposes. The District reserves theright torgedt any end dl bids and towave any and dl imegul aities exompt timeof filing.

Withdrawal ofthe Bids.. .Any bid may bewithdravn by en athorzed representative of the bidder & any timeprior tothe
time set for recaipt of bids. Thereefter, al bids shal remafirm for thres hours efter the time for receipt of the bids. &h
avad of or rgection of bids will oocur withinthistimeperiod.

Extenslon of 8ale Date.. .The District resarves the ght to extend the dete and/or timdor the receipt of bids by giving
notios, by Bond Buyer Wire Servios andby posting anctice é the place establishedfor recaipt of bids, not ledter than 3:00
AV, CDST., onWednesday, May 18, 2005, of the new dete and tinefor receipt of bids. S.Jd-n nctice shal beconsidaed an
amendment tothis Offidd Noticeof SHe

THE BONDS

Description of Bonds .. .Interest on the Bonds will acorue from June 12005 and is payshle September 1, 2005 end exch
March 1and Sgptember 1 theredter until the earller of maturity or redemption, end will becd culaed onthe basis of a 360-day

yeer of twelve 30<day months. The Bonds will belssued in flly registered form only, without coupons, in denomingtions of
$5,000 or eny integrd multiple thereof, endwhen issued, will be registered in the name of Cede & Co., &5 registeed owne

and nominee for The Depository Trust Company (DTC'), New York, New York, eding & securities depository for the
Bonds until DTC resigns oris discharged. The Bonds initidly willbeavdlable to purchasars in book-antry form only. So long

& Cede & Co., asthe nomines of DTC, isthe registered owneof the Bonds, prindpd of and Interest on the Bonds will be
payable by the paying agent to DTC, which will besoldy respongble for making such payment tothe benefidd ownars of the
Bonds. The Initid paying agent/egistrar for the Bonds is Wdls Fargo BankNA (the “Paying Agent”). The Bonds mature
seridly on September 1in theyearsandamountshownbelow.
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Principal Yaar of Principal Year of

Amount Maturity Amount Maturlty
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
80,000 2011* 165,000 2023*
90,000 2012 175,000 2024°
85,000 2013 185,000 2025¢
100,000 2014* 195,000 2026*
110,000 2015* 205,000 2027
115,000 2016* 215,000 2028*

The Digtrict resgves the right to redem prior to maurity those Bonds maunig on September 1in each of the yeas 2010
through 2028, both indusive in whole or from time totime in pat on September 1, 2009, or ay dde theredfter, in integrd
muitiples of $5000 et a price of pa plus axued interest fromethost recent intarest paymentdete to the dae fixed for
redemption. If less than dl of the Bonds are tobe nedesmed, the paticular Bondds thereof shal beseleted end designated by
the District, e if less then dl of the Bonds within améaurity are redesmned, the patiada Bonds or portions thereof to be
recdemned sha | besdlexterd by the Paying Agent by lot.

Blddershavethe right to designateneor morematurity datesfor the Bondson orafterSeptembet, 20243 serladr
term bonds howevemo morethan threedatescanbe designateds maturitvdatesfor term bonds. Nomaturityof any
serialbondshall be schedulet occuron omafterthedateof thefirst sinkingfundinsalimendn anytermbond. No sinkig
fundingtalimendith respecttic anytermbondshallbe dusn orpriorto thedateof thefinal maturityof anyeadiematdyi
tembond. Theamountof termbonds,if any,maturingon eacharity dateshallbe equalte sumof (1)the installment
specifiedabovefor such maturitydatemd (ii)the ingalimentspecifiedabovepecedinguch date(and subsequento any
eariefinal maturitydateof anothespediedtermbond andtheterm bondsof suchmaturitwhall beretiredutilizingsuch
ingtalimentandsinking fund instalimentst paplusaccruednterest). If andtotheextentthesuccessfubiddermpecifiefor
thebondsa maturitgateor datesf Setembet, 2024ndconsecutiveubsequentearstheDistrictwill issuesuchbond=s
serialbondanaturingon suchdateor datein amountén accordancwiththeforegoingespectiveschedulesThebalancef
suchbondsijf any,shallbe issueds termbond®s designatdr thesuccessfubidder.

Successor Paying Agents .. . The Paying Agent may be removed from its duties as Paying Agent with or without cause by
ation of the Board of Directors of the District upon thirty (30) days notica tobeeffective & such timewhich will not disnpt
orderly payment on the ned principd orinterest payment dete, but no such remova shdl become df edive until a sucosssor
Paying Agent has ecospted the duties of the Paving Agent by written instrument. Every Paying Agent eppointed by the Boad
of Directors must bea compaent end legdly qudified bank, trust company, finandd institution or other agency qudified to
&t ssand perform the sarvioes esPaying Agent.

Source of Payment .. .The Bonds, when issued, will constitute vdid and loiding obligetions of the District payable es to
princpd end interest from the procesds ofa continuing, diret, ennud ad vdorem tax levied egainst taccble propaty locted
within theDistrict, without legd limitionasto rete or amourt.

Book-Entry-Only System .. The District intends to utilizethe Book-Entry-Only System of DTC. See *Book-Entry-Only
Systan” inthe Pdiminary Offidd Saement.

Other Terms and Covenants .. . Other tams of the Bonds and various covenant sof the Digtrid contaned inthe Bond Order
under which the Bonds are tobe issued are desribed inthe Prdininay Offidd Staament, towhich rderence ismeade for dl

PUrpOSES.
Municlpal Bond Rating and Insurance .. . No epplicdion has been made to a rdig sarvice, nor Is it expedtad tha the

Digtrict would have bean sucoessful in obtaining &n investmentgrede reting had such gppliction been made In addition, no
gpplication hes been medetoqudify the Bonds for bond insurance,
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CONDITIONS OF SALE

Types of Bids and Interest Rates .. .The Bonds will besold in one block, dlor none end no bid of less thean 7% of p
vadue plus acoued interest to the date obidivery will beconsidered.  Bidders must spcify the rdte or rdes of interest the
Bonds will beer, but no bid which results ianet dfective intaest rdte s defined by Cheptar 1204, Govanment Coda &
anended (the IBA method), of more than 555% will beconsidaed. The diffaence bdween the highest interest rate bid end
the lowest interest rete bid shdl not exceed2%. Interest rates must bein multipleof 1/8th or 1/20th of 1%. Any number of
interest retes end rete changes may benamed, but graduding or dedining interest rates within amaurity, split interest mio
within amaturity, or supplementd or2erointerest retes will not beacosptahle

Basis of Award .. .For the purpose of avading sde of the Bords, the & Interest oot of eech bid will be computed by
detamining, & the rde or rdes spetified, the totd dollar vaue of &l interest onthe Borkds from the date thereof totheir
respective maturities and exkling thereto theddlar emount of the discount bid, if any, or dedudting therefrom the premium bid,

ifeny. Subjet totheright of the Distiq torgad eny ordi bids, the Bonds will beawvarded to the bidder whose bid, based on

the ebove computation, produces the lowest Interest cost to the Distridt. In the event of methematicd discrepancies betwemn

the interest retes end the interest cost detamined thedrom, as both apper on the "Offidd Bid Form," the bid will be
detamined solely from the interest retes shown onthe "Officid Bid Form."

Good Faith Deposit .. .Eech bid must beaccompanied by a Bank cashie’schedk paysble tothe order of "Moord's Cressing
Munidpad Utiity Digtrid" intheamount of $60,000 which is2% of the pa vdue of the Bonds. The check will beconsidered
&sa Good Fath Deposit, and the check of the sucoessful  biddéthe "Initid Purchasa™) willberetsined uncashed by the
District until the Bonds e ddivered. Upon payment for end delivery of the Bonds, the Good Faith Deposit wiil berelumed to
the Initid Purchaser uncashed. If the Initid Purcheser should faor refuse to meke paymert for of accapt  ddivery of the
Bords in axondance  with its bidthen the check will becashed and accepted bythe Digtid as full and complee liquidated
damages. Such check may acoompany the Officid Bid Form or it may beubmitted separetdy. If submitted seperddy, it
shdl bemade avalable tothe District prior tothe opening of the bids axd shall beaccompanied by instructions from the bank
onwhich itis drawn which athorize Its use ssa Good Fath Depodt. The checks of the unsuccessful bidders will beretumed
immediddy ater bids ae opened and sde of the Bonds has been avarded.

Financial Advisor's Reservation of Rights .. .The Digtrict’s finencid arlvisor, Southwest Securities, hee requested the right
tobid onthe Bonds, and the District hasgiven Its consent.

OFFICIAL STATEMENT

By acoepting the winning bid, the Digtrict agress tothe following representaionsand covenants to assist the Initia Purcheser
in complying with Rule 15c2-12 of the Seaurities and Exchenge Commission ("SECT),

Final Official Statement .. . The Digtrict has prepared the accompanying Peliminay Offidad Satement for dissemingion to
potentiad purchasers of the Bonds, but willnot prepare any other document or version for such purpose exoept a6 desaribed
bdow. The Distric will be responsible for compleing the Offida Statement by imerting the Interest retes bid, the purches
price bid, the ratings assigned tothe Bonds (if not currentlyind uded) if pplicsble the purchese of municipad bond insurance,
ifeny, theinitid public offering yidds esset forth inthe Officdd Bid Form, orothewise supplied by the Initid Purchasar, and

for preparing end Inserting the find debt service schedule ThDistrict does not intend to amend or supplement the Officid
Sadanent othawise, ecwspt to take into acount catan subsaqobevents, if aw, & desaibed bdow. Acoordingly, the
District deems the ecoompeanying Peiminay Offidd Staement to be find exf its dete within the mesning of SEC Rule
15c2-12(b)(1), exospt for the omissionof the foregoing items. By ddivering thefind Offidd Statement orany emendment or
supplement thereto inthe requested quantity tothe Initid Purcheesr onor diter the sdedaa the District represents the sameto

be complde s of such daa within the meming of SEC Rule 15c2-12(e)(3). Notwithstanding the foregoing, the only
representtions conceming the ehsence of mataid misstaanentsor omissions from the Offidd Saement which e orwill be
meade by the Distrid ere those described in the Offidd Stadement unde "OFFICIAL STATEMENT - Catificgtion esto
Offidd Sademet”

Changes to Officlal Statement During Underwriting Perled. . . If, subsequent to the detecf the Offida Saement to end
indwding the dete the Initid Rurchesr im0 longer required to providean Officid Satement to potentid customes who
request the same pursuant to 15¢2-12 of tle Federd  Securities Exchenge Ad of 1934 (he*Rule’) (the exrlier of (i) 90 days
from the "end of the undewriting peiod” (as ddined inthe Rulg) and {ji) the timewhenthe Officid Sdement isavdldle o
ay person from anationd)y necognized nepository but in no case tess than 25 days g'te the "end of the undawriting paiod™),
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the District leerns oris notified by the Initid Purchaser of any adverse evert which causes ay of the key representations inthe
Offidd Saemat to be mdaidly maleading, the Distrid will promptly prge and supply to the Initid Purchaser a
supplement tothe Offidd Setement whidh comects such representdion tothe recsoneble satisfaction of the Initld Purchaser,
unless the Initid Purchasar dects toteminete Its obligetion to purchase the Bonds esdescribed bdow. See "DELIVERY OF
THE BONDS AND ACCOMPANYING DOCUMENTS - Ddivay.” The obligaion of the District to updae or change the
Offidd Sdemat will taminste when thDistrid ddivers the Bonds to the InitibFurchasar (the "end of the undewriting
paiod” within the meaning of the Rule), unless the Initid Purchaser provides written notice tothe District that less than dof
the Bonds have been 20ld to itimae customers on or before such dete in with case the obligation to updae or change the

Offidd Saanatt will edend for en additond period of time of 25 days dter €l ofthe Bonds have been sold to ultimae
customers. In the evat the Iritid Purchaser provides written notice to the Distrit tha less than dl of the Bonds have bea

sold to ultimzte customers, the Initid Purcheser agrees to natify the District inwriting following the ocourmence of the "encof
the underwriting paiod” es defined intheRule

Dellvery of Officlal Statements .. . The Digtric will fumish to the InltiBrchaser (and to eech other paticpding
underwrita of the Bonds, within the mesning of SEC Rule 15c2-12(a), designaed bythe Initid Purchasar), within seven (7)
business days after the sde dag the eggregae number of Offidd  Statements requested but not Inexcess of 250 oopies. The
Digtrict will dso fumish totheInitid Purchaser alike number of eny supplamet or amendment prepaed by the District for
dissemingion to potentid purchasers of the Bonds a8 desarbed ebove in *“OFFICIAL  STATEMENT - Changes to Officid
Sdement During Undewriting Paiod” & wel a5 such additiohaopies of the Officd Stdanet or any suppiement or
anendment esthe Initid Purchese may rquest prior to the 25th day dter the ‘nd of the underwriting period™ within the
meaning of the Rula The Distrit will pa the expense of preparing  upto 250 copies of the Offidd Ssement and al copies
of eny supplement or amendment iasued on orbefore the ddivery deta but the Initid Purchaser must pay for &l other copies
ofthe Officid Setement or ey supplement or amendment therdto.

Rule G-36 Requlrements .. .t isthe responsibility of the Initid Purchaer to comply with theMunidpd Saourities Rule
Msking Boards Rule G-36 within the required time frane The Initid Furcheser must send two oopies of the "Officd
Saement” dong withtwo complete Form G-36's to the eppropride address,

DEUVERY OF THE BONDS AND ACCOMPANYING DOCUMENTS

Dellvery .. . The Bonds wi!l betendered tothe Initid Purcheser asasingle typewritten, photocopied or otherwise reproducad
bond for eech maurity infully registened form Inthe aggregate prindipa amount of $3,000,000 payabletothe Initid Purchaser
or its represmtdive as designated inthe Offidd Bid Formmenudly signed by the Presidet and Secretay of the Boad of
Directors, or executed by the facsimile signatures of the President and Secretary of the Boad of Directors, end spproved by
the Attomey Generd of the Sae of Texas and registared |md menudly signed by the Comptrolier of Fublic Accounts of the
Sdoe of Taxzs. Initid ddivery will bea the designated offios for payment of the Paying Agant inAustin, Texas. Payment for
the Bonds must bemade Inimmediady avalable funds for unconditiona credit tothe District, or & athawise directed by the
Distrid. The Initid Furcheser will be gien six business days notice of the timexfid for deivery of the Bonds. It is
anticdpated that initid ddivay can bemade onor ebout June 8, 2005, and it isunderstood and agreed that the Initid Purchaser
will ecoept divay end meke payment for the Bonds not ldathan 10:00 AM., CD.ST., onJune 8, 2005, or theedfter on
the ddethe Bonds ere tendered for ddivay upto end Induding July 8,2005. If for any reeson the District isundble tomal
ddivay onor before July 8,2005, then theDisgtrict shdl immediatdy contat the Initid Purchessr and offer todlow the Initid
Rurcheser toextend his offer for enadditiond 30days. If the Initid Purchaser does not dect toexterd their offer withifive
busi ness days theredter, then the Good Fdth Deposit will bergtumed, and both the Détrict end the Initid Purchaser shdl ke
rdieved of any further obligation.

DTC Definitive Bonds .. . The Bonds will baissued in book-entry-on ly form and registered inthe name of Cede & Co. ssthe
nomines for DTC. All rderence herdin and in the Officid &ement to the bondholdas or registered  owners of the Bonds
ghd! men Cede & Co. end not the bendfidd ownas of thedBds. Furthases of bandfidd interests in the Bonds will be
made in book-entry form inthe denomingtion of $5000 prindgeemounts or eny integrd multipethereof. Under certdn
limited droumstances, the Distid may deemine to foregonrhobilizgtion of the Bornds dDTC, or enother securities
depository, In which casa such bendfidd interests would become exchangedble for ddinitive printed obligations of like
principe  amount.

CUSIP Numbers .. .t is antidpated tha CUSP identificstion numbers will be prirted or othewise reproduced on the

Bonds, but neither the faiure toprint such numbers onany Bond nor any amor with respect thereto shell constitute cause for a
fdlure or rfusd by the Initid Purchese to acept ddivey of and pay for the Bondin sccordance withthe tems of this
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Notios of Sde and thetamsof the Offidd Bid Form. All expenses nrdation totheprinting of QUSIP numbers on the Bonds
shdl bepad by the Distrid. However, the CUSP Savice Buau's chage for the assignmet of the numbers shdl bethe
responsibility of end shaf} bepsid for by theInitid Purcheser.

Conditions to Dellvery .. .The obligation of the Initid Purtheser to teke up and pay for the Bonds is subjet to the Initia
Purchasa’s recdpt of the led opinion of the Attomey Genad of Taexas and thelegd opinion of MeCall, Parkhurst & Horton

LLP, Austin, Texss, Bond Counsd for teDistrict ("Bond Counsd"), the noditigetion certificatq dl described bdow, and
the non-occumence of the events described beow under "No Mdaiad Advese Changa” In addition, If the District fdls to
comply with its obligations unda "GENERAL MATTERS FELATED TOTHE OFFICIAL STATEMENT" ehove thelnitid

Purchaser may teminde its contrat to purchese the Bonds bgliveing written notice to theDistrict within five days
thereeita.

Legal Opinlons .. .The District will fumish the InitidPurchasar atranscript of cartan proosedings hdd inddent to the
athoriztion end issuance of the Bonds, induding acatified ocopy or origind of the gpproving opinion of the Attomey
Generd of Texas, ssrecorded inthe Bond Register of the Comptoller of Public Acounts of the Sate of Texss, tothe effect

thet the Bonds are vaid and binding obligations of the District, payable from the proceeds of an ennudl ad vaorem tax levied,
without limitasto rete or amount, upon d| taxzble propaty withinthe District. The Distriat dso will fumish thelegd opinion

of McCdl, Pakhurst & Horton L.L.P. Bond Counsd, {othe dfect thet, based upon enecaminaion of such transcript, (1) the
Bonds am vaid and legdly binding obligations of the District payable from the sources and enforceeble in accordance withthe
tams and conditions desaibed therdin, espt to the extent tha tk eforcesbility theeof may bedfected by bankruplcy,
insolvency, reorganizetion, moratorium, or otha simila laws &feting oreditors’ rights orthe exerdse of judidd discretionin
gooordance with generd  prindples of equity, (2) the Bonds e paysble, both ado principa end interest, from the levy of ad
vaoram taxes, without limitation esto rae or amount, eganst tacable property within the Distrid, snd (3) pursuant to the
Iintemnd Revenue Code of 1986, (the "Codd') then in efecend existing reguldtions, publishef rulings, end court decisions
thereunder and assuming continuing compliance by the District with the provisions of the Bond Order, the interest onthe
Bonds is exciudzble from the gross Income, end will not be subjct to the dtemetive minimumtax on individuds for federd
income tax purposes. The statutes, regulations, nulings, endoort decisions on which such opinion isbasad ae aubjedt to
change Nether the opinlon of the Atteney Generd nor the opinionof Bond Counsel will express any opinion or make any
comment with respect tothe suffi dency of the security for orthe marketability of the Bonds.

Certification of Issue Price .. .In order toprovide the District with information required toengble itto comply with certain
conditions of the Intemd Revenue Code of 1985 rdeting tothe exemption of interest onthe Bonds from the gross income of
their owners, the Initid Purchaser will berequired to compiete executa end ddiver to the District (on or before the dat o
ddivery of the Bonds) acertificstion asto the "issue pricd’ of the Bonds substantidly inthe form accompanying this "Notice
of &dd' of the Bonds. In the event thesuccessful bidder will not recoffer the Bondsfor sde oris undble toed| asubstantia
amount of the Bonds of any maurity by the dde of ddivay, such certificte may be modified in a manne approved by the
Disgtricd and Bond Counsd. Each bidder, by submittingits bid, agrees tocomplets, exenute and ddiver such acetificate by
the date of ddivery of the Bonds, if its bid is accepted by tie District. it will bethe responsibility of the Initid Purchas to
institute such syndicte reporting reulrements, to make such Investigation, orotherwise to esoartan the fets necessay to
enzble it to make such aartifiction with reesonable oartanty, Any questions conceming such catification should bedirected
to Bond Counsd. In no evert will the Digtict fail to deliver the Bonds & a resut of the Initid Purchasa’s inebility to =31 a
substantid amount of the Bords e a paticular price prior toddivery.

Qualified Tax-Exempt Obligations for Financlal Institutions .. . Section 265(a) of the Code provides, inpatinent pat, tha
interest paid orincurred by a taxpayer, Induding a"finencia Ingtitution,” on indebtedness incurmed or continued to purchese or
caTy tac-axempt obligaions is not deductible by such taxpayein detamining texeble incoma  Section 265(b) of the Code
provides en exception to the disdlowanoes of such deduction forany interest  expense pad or incured on indebtedness of a
taxpaya which Isa "finandd inatitution"dlocsble to tex-ecenpt obligaions, othe then "privete adivity bonds” which &re
designaed by en “qudified smd! issuer ss™qudified tax-exempt obligations™ A "qudified smd| issua™ isaw govanmental
issuer (together with any subordinge issuers) who ssues no more than $10,000,000 of tax-axempt obligdions during the
cdenda yemr. Setion 265(b)(5) of the Code defines the tem "finaid ingitution” ssrefaring to any corporgtion described
insxtion 585(=8)(2) of the Code, or any person enepting depositsfrom the public inthe ordinay course of such persort's trade

or business which issubjet tofedad or side supavisionssa finandid institution.

The Distrit expedts to designete the Bonds es*qudified tax-exempt cbligaions® within the meening of section 265(b) of the

Code In futhaanoce of thet designation, the District will coveant totake such &tion which would assure orto refran from
such ation which would adversdy effex the treiment of Bonds & "quaified tec-exempt obligdions” Fotetid
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purchesars should be avare tha if the issue price to the public {or, In the cese of discount bonds, the amount payeble
maturity) excaxds $10,000,000, then such obligations might fail to sztisfy the $10,000,000 limitation end theobligations would
not be"qudified tax-exanpt obligdions."

No Material Adverse Change .. .The cbligations of the Distrit to ddiver the Bonds and ofthe Initid Purchesar to acogpt

ddivery of and pay for the Bonds ae subjecto the condition tha & the time of diivay of and necaipt of paymeat for the
Bonds, there shd| have been nomateid adverse change inthe condition of the District from those set forthin or contemplaed

by the "Prdiminay Offidd Satement” a51t may have been supplanented or amended through the ddeof sda

No-Litigation Certificate .. . On the dde of ddivay of the Bonds to thinitid Purchasar, the Distic will deliver to the
Initid Purchzsar acetificete esof the sanedede tothe effect that tothe best of the District'sknowledge nolitigation of ey
nature is pending or, to the best of the cartifying officers’ knowledge or belief, threstened ggainst the District, contesting
dfecting the Bonds, restraining or enjoining the euthorizetin, exeation, or ddivay of the Bonds; affecting the provision
made for the payment of or security fothe Bonds; in ay manner questioning the athority or procesdings for the issuance,
exeation orddivay of the Bonds; or f edting the vdidity of the Bonds orthe titleof the present officars and directors of the
Digtrict.

CONTINUING DISCLOSURE

The District will ggree inthe Bond Order teprovide certan periodic information end notices of materid events in accordance

with the Rulg & desaribed in the Pdiminay Offidd Sadenmat  under  "CONTINUING DISCLOSJRE
INFORMATION."  The Initid Purchaser’ mbligaion to axept end pay for the Bnds is conditioned upon ddivay tothe
Initid Purchaeax(s) orits(ther) agent of a certified copy of the Bond Order contaning the agreement under such heading.

GENERAL CONSIDERATIONS

Future Registration .. . The Bonds ae transfared, registered andexchanged only on the registration books of the Raying
Agent, and such registration shd! bea the expense of the District though the District or Paying Agent may require payment by
mowne of the Bonds requesting atransfar of excheange of Bonds of a sum sufficient tooover any tax orother govemnmientd
chage thd may beimposed in connection with ey trensfer exchange of any Bond. A Bond may betransfered or
exchanged upon surmender tothe Paying Agert accompaniad by a written instrumant of trangfar acogptable tothe Paying Agent
duly axecuted by the registered owner thereof or his atomeyduly athorized in writing. Upon sumender for trensfer of aw
Bond to the Paying Agent, the District shall ececute and the Bing Agent shdl athaticate and ddiver, in the name of the
designated trandferee or transferess, one or more new Bonds of thesame statad maunty and of any authorized denomindion,
and of a like eggregee prindpd amount.

Record Date .. . The recond dee ("Record Dad) for the interest payable on any intesst payment date meens the dose of
business onthe fiften (15" calendadayof themonth(whetherr nota busessday)nextprecedingschinteresipayment
date.

Record Date for Bonds tobe Redeemed .. . Neithe the District nor the Paying Agert sha| berequired (i) toissue transfer,

or exchange any Bond during the peiod commencing with thaose of business onay Record Date and ending with the
opening of business onthe next followingprindpd orinterest payment dete or (ii) totreansfa orexchange, inwhole orin pat,

any Bond or any portion thereof sdected for redemption prior to meturity, within forty-five (45) cdendar days prior tolts
redemption dae

Risk Factors .. . The Bonds involve certain investment considetions end dl prospedtive bidders ae urged to examine
cadully the Pdimingy Offidd Saement with respect tho investment considerstions essocided with the Bonds.
Paticila atention should begiven totheinformation et forth therein under the caption "RISK FACTORS"

Rating .. .In connettion with the scle of the Bonds, the Digtrichas not made gpplicetion for argting onthe Bonds, nor isit
anticipeted thet en investment grade rating would have been obtaned hed an gpplicetion besn medie

Reservation of Rights .. . The Distrid resarves the right to rgect any and dl bids and to wave aw and ol imegulenities,
excat timeoffiling.
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Not an Offer toSell .. . This Offidad Notice of Sde does not done constitute an offer to sel the Bonds but ismerdy notice of
sde of the Bonds. The invitation for bids onthe Bonds is being made by means of this Officd Notice of Sde the Prdiminay
Offidd Saement and theOffidd Bid Fom.

Registration and Qualificaion Under Securities Laws.. . The offer end sde of the Bonds have not been registeed or
qudified under the Securities Act of 1933, asamended, inrdiance upon the exemptions provided thereunder; the Bonds have
not been registered or quaified under theSecurities At of Texas in rdiance upon vaious exemptions contained thedn; nor
have the Bonds bemn registered or qualifd under the searrities lavs of ey othgurisdidtion. The District assumes no
responsibility for registration or qudification of the Bonds under the securities lavsof any jurisdiction in which the Bonds
may besold, essigned, pledged, hypothecaed or othawise trandfered. Thisdisdamer of responsibility for registraion or
qudification for sae or other disposition of the Bonds shd! not beconstrued ssan interpretation of any kind with regard tothe
avdlability of ay exemption from securities registration or qudifiction provisions.

By submission of a bid, the Initid Furchaser represants that itsde of the Bonds in staes other then Texas will bemade or
pursuat to exemptions from registration or qudifiction or, where necessary, the Initid Purchaser will register and qudifythe
Bonds In sccordance with the secuiities lavs of any jurisdiction which 8o requires. The Distrid agrees to cooperde, a the
Initid Purchaser's written request andxpense in registaing or quaifying th Bonds, or in obtaining examption from’
regigtration or qudificaion, in avy state where such ection |s necessary, provided tha the Distrid shdl not berequired tofilea
penerd orspedd congent to service of process in any jurisdiction.

Coples of Documents .. .Copies of the Offidd Notio2 of S4e the Rdinnay Officid Statement, the Officid Bid Form,
Audits, snd the pro forma Bond Order may beobtained, upon the paymat of reesoncble dupliction costs, & the offices of
Southwest Searrities, 701 Brams Stredt, Suite 400, Audin, Texas 76701, Finencid Advigor tothe District.

Chales H.
Board of Directors

April 14, 2005
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OFFICIAL BID FORM

President and Boerd of Directors
Moord's Crossing Munidpd
Utility Digtrict

400 Congress Avenue, Suite 1300
Augtin, Tecs 78701

Directors:

Wehave read in detal the Offidd Notios of Sde and Riiminay Offidd Saement of Moorgs Crossing Municipd Utility
District (the “Digtrid™) rdaing toits $3,000,000 UnlimiteTax Bonds, Saries 2005 (the "Bonds™), which by reference are
made apat heeof. We recognize the spedil risk factors involved in these securities, and have made such inspections and
investigetions & we deem neoessry in order to evdudte #investment qudity of the Bonds Acocordingly, we offer to
purchese the District's legdly issued Bonds, upon the tams and conditions set forth inthe Bond Order, the Offidd Notioe of
Se and the Pdiminay Offidd Sdemefhr a esh price of {which represants

% of par vdue plus accrued interesto the dae of ddivay of the Bonddo us, provided such Bonds maure
Septanber 1 and ber interest Inexch yeer a the following rates

Meturity Prindipd Maurity Frincipd
(Septembet) Amount IpteresRate (Septembet ) Amount interesiRate

2005 $ oo — % 2017 $ 120000 %
2A06 65,000 % 2018* 125,000 -9

0037 70,000 % 2019* 135,000 %
2008 75,000 — % 2020 140,000 _ %
200 80,000 % 2021* 150,000 %
2010 85,000 9 2022+ 156000 %
2011 80,000 % 2023* 165,000 %
oz 80,000 % 2024 175,000 %
03 6,000 % 2025* 186,000 %
014 100,000 % 2026* 185,000 %
ans 110.000 % 2027 206000 9

216" 115000 % 028" 215000 %

*  TheDistrict reserves the right to redeem, prior to maturity, those Bonds maturing Sptember 1 of eech of the years
2010 through 2028, both indusiva In whole or from time to timein pat on Sgptember 1, 2009 and on any date
thaedfter & a price of pa pius accrued interest from thenost recat interest payment dete to the date fixed for

redamption. (
Our cdaulation (which isnot apat of this bid) of the interest cost from the dbove bid is

Totd Interest Cost $
Aus Cash Discourt ........ $
Net Intarest Cost s
Net Effective Interest Rete %

The mandetory sinking fund instdimentschecked ebove if ey, shell beapplied for the redemption of tam bonds meturing e
follows:

Bid Fom -1



Teem Bond  Year of First Principal

Maturlty Date Mandatory Amount of Interest
Septembet edemption Jerm Bond Rate
%
%
The initid Bonds shdl be registesd In tha name of __ (syndicde manegar). We will advige the

designated office for payment of Wells Fargo Bank NA, Austin, Teas, (the "Paying Agent™), onforms tobe provided by the
Paying Agent, of our registretion instructions & leest five business days prior to the dete set for initidl ddivery of Bonds onthe
dosing dta We will not esk the Paying Agent toacoept any rgistretion instructions after thefive day period for deivery of
Boneds onthe dosing daa

Cashia’s Check No. , issued by Bark, Texas and payeble toyour order inthe
amount of $60,000 (is dtached herdo} (has been made avdlabléo you prior to the opening of this bid) asthe Good Fath
Deposit for disposition ineccordance with thetems and conditions set forth inthe Offiiad Notice of Sde  Should wefdl o
refuse to make payment for the Bonds inaoordance with the tams end conditions of such Officid  Notice of Sda such check
shdl becashed and the proceis retdined asomplete liquideted demages eganst us We hereby represent thet sde of the
Bonds in states other then Texas will bemade only pursuant taexemnptions from registration orqudificstion and thet, whare
necessary, wewill register or quaify theBonds In ecoordanoe with thesecurities taws of the stakes in which the Bonds are
offered orsotd.

The undersigned ggrees to complee, exenute end ddiver to the District, by the dte of deivay of the Bonds, acetificte
reting tothe "issue pricd’ of the Bonds irthe form end tothe effet atached toor eccompanying the Offidd Notice of Sd e
with such chenges thereto es may be aeptahle tothe Digtridt.

Respectfully submitted,
(Syndicte membas, if ay)

By:

Authorized Representdtive
Phone Number:

ACCEPTANCE CLAUSE

The cbove and foregoing bid hereby acoepted by Moords Crossing Munidpd UtilityDistrict this day of
2005,

ATTEST:

Sxetay, Boad of Directors  President, Boerd of Directors

Bid Form -2



BOND YEARS

Interest Accrues From: June 1,2005

Year
205
208
07
08
200
210
211
012
013
2014
15
016
17
oms
2019
200
221
X2
2
204
205
X086

pr. 4274
X8

Amount
60,000
66,000
000
75,000
0,00
85,000
£0,000
80,000
86,000

100,000
110,000
115000
120000
126,000
136,000
140,000
150,000
155,000
165000
175,000
186000
166,000
206,000
215,000

Totd Bond Years
Averge Mdurity:

Bid Form -3

BondYears

150000
81.2500
157.5000
437500
3400000
4462500
&82.5000
R.5000
783.7500
25,0000
1,127.5000
1237500
1,470.0000
16582500
1823700
2,135,0000
2437.5000
2673.7900
3M1.2500
338750
37468250
41437500
4551.2500
49987500

4275500
14251067 yeas

Due: September 1

Cumulative Bond

Years
15.0000
£8.2500

2537500
497.5000
&37.5000
1,283 7500
1,845.2500
2,408, 7500
3225000
4,207.5000
§,396.0000
GE2R 750
808750
97550000
116787500
138127500
18.251.2500
18,525.0000
2582500
25,306,000
29,051.2500
33,182.0000
37,.75%6.2500
€ 755.0000



ISSUE PRICE CERTIFICATE

The undersigned hereby oertifies with respect to the sde dfhe Moorés Crossing Municipa Utility Districc Unlimited Tex
Bonds, Saries 2005 (the "Bonds"), |ssued inthe aggregate principd amount of $3,000,000, esfollows:

1. The undersgned s the underwriter ("Undarwrite”) the maneger of the syndicte of underwriters which has
purchased the Bonds from Moond's Crossing Municipd Utillty Distrig (the " ssue”) & competitivesde

2. Theundesigned ahd/or one or morecther menbers of the underwriting syndica if any, have made abona fide
offering tothe public of the Bonds of eech maturity a the respective prices set forth below.

3. Thefirst price during the initid offering (expressed es Byidd") of exh maurity of the Bonds which asubstatid
anount thereof (2 leest 10 paoat of primdiped emount of eech  meturity of the Bonds) has besn sold tothe publicisss

set forth be ow:
Offoring Offering

Year of Princlpal Price Yeaar of Principal Price

Maturity Amount (% Yleld) Maturity Amount {% Yield)
X056 $ 00 % 017 $ 12000 %
208 65,000 % 018 125000 %
207 70,000 % e 136,000 %
208 75,000 % 0 140,000 %
2000 80,00 % p.4%4] 150,000 %
2010 85,000 % p.07/] 155,000 %
201 80,000 % 223 165,000 %
212 80,000 % X4 175,000 %
213 85000 % X5 185,000 %
4 100,000 % 205 166,000 %
s 110.000 % 227 X500 %
2016 115000 % 2028 21500 %

4. For purposes of this oatificae thetam "public”’ does not Incdlude (& the undersigned, (b) mambers of the syndicte if
ay, maneged by the undersigned, or(c} eny bondhouses, brokers, deders, and smilar persons or orgenizations acting
inthe ceparity of undawritas orwholesders that are rdatad to, or cortralled by, or ae ating onbehdf of or s egents
for the undersigned or members of any syndicate in which the undersigned is partidpeting in the sde of the Bonds.

5. The offaing pricas desaribed ebove refledt current market prioss d thetime of such sdes.

6. Ifany ordl of the obligations conditutingthe Bonds ere to be gueranteed thenthe premium paid for such guarantee inan
amount equa to § isareessoneble anount paysble soldyfor the trandfer of credit risk for the payment of
debt service on the Bonds end does not Indude any amount peftefor acost ofher than such guerantee ag., acedit
rding fea The Undeawriter hes represented tha theeent vdue of the premium gad for the guarates for ech
obligati on constitutingthe Bonds to whichsuch premium is properly dlocted endwhich are insured therehy is lessthan
thepresent va ue of the interest ressonzbly expected to be saved as a result of the i nsurance on eech obligationconstituting
the Bonds. The premium has been peid toa person which isnot exempt from federd income texation end which isnct a
user or rdaed to the user of ey preecds of the Bonds. In determining presentvel ue for this purpose, the yidd of the
Bonuds (determined withregard to the payment of theguarentee fee) has been used asthe discount rde

7. Theundersigned understands tha the sitements made herein will berdied upon bythe lssuer in its efforts to comply
with the conditions imposed by the Intana Revenue Codesf 1986, as emended, and by Bond Counsd in rendering
their opinicnthet theinterest on the Bonds I8 exdudzble from the gross income of the owners thereof,

EXECUTED AND DELIVERED this day of , 2005,

(Neme of Underwriter or Manager)

By:

Title

Certificde



This Prdiminay Offidd Saenet ad thdrfonmalion contdined herdn e subjet fpcompldion or amendmeat  These saurities may not be sold nor mey offersn buy be aomied  prior 1o the ime the
Offidd Stdament Isddivered infind form. Under no draumgtanos shd! this Prdimingy Offd Saament constitule an Offer to 88l or the solidintion of 8 offer o DUy nor shal thre be&y sde of thee

sorities in &y |urisdicion inwhich such offer, salidtation or sde would beunl awful prior to regigiration or qualificati on Under the seaurities laws of @y such jurisdcion.

PRELIMINARY OFFICIAL STATEMENT DATED JINGEGEGEGEEEN >~
NEW ISSUE — BOOK-ENTRY-ONLY

Ddivery of the Bonds s subject to the oplrion of Bond Counsd tothe effect thet interest on the Bonds will beexdudeble fron grossinoome for federd Income
tac purposs unda slautes, reguldions, pubtied rullngs axd court deddons axising on the dde thaeof, subled to thitarsedesoribad under "TAX
MATTERS' hardn indudng the dtandive minlmumtac on corpordions. TheDldrid expects to dedignde the Bonds a8 Qualfiel Tax-Exernpt Obligaions.

86 "TAX MATTERS- Qudified Tax-ExemptObligdions forFineandd i natifutions” herdn.

$3,000,000
MOORE'S CROSSING MUNICI PAL UTILITY DISTRICT
{A Pditical Subdividen of the State of Teas Located in Travis Caunty, Teas

' Unlimited Tax Banda Serles 2005
Dated: June 1, 2005 Due: September 1, as shown below

Inerest onthe Bonds will accrue fran June 1, 2005 ard ispayeble September 1, 2005 and each March 1and Septamber 1 thereefter unti!
the eerlier of mebrity or redsmption, and will becaladarsd onthe bass of 8 380-day year camposed of twelve 30-dsy morthe The Bands
will beised infuly regigered fom oy, without ooupong  benaminetions of $5.000 o ay Inteagrad mutiple thereof, anghen
Issued, will boregigered inthe name of Cede & Co, asregidered owner and naminee foar The Depesitory  Trust Campany (*DTC' ), New
Yok New York, acing ssseaurities depostory for the Bonds uiil DTC redgns oris dscherged The Bonds initidly will beaalable ®
purchasers Inbock-erty  fam anly.  So long ssCado & Ca, esthenamines of DTC, isthe regid ered owner of the Baxls principel of and
ineredt onthe Banxds will bepayadble by the paying agert o DTOwhich will besiely responstle for making ach payment dhé
benaficid oamers of he Bonda  The inltial peying agertregidrar for the Bands is Wals Fargo Bark NA (the "Paying Agent”). The Bons
mechligaions adely of the Digrict and are nat dbligeions  ofthe City of Audlin, Texas Travis Cauly, Teas the Stae ofTexas o any
arlity ather then the Disrict

MATURITIES
(Due September 1)
Initlal Initial
Principal intoredt RectfekIBLP Principad  Interedt Redfering  CUSIP
Due Amount Rate(a) Yeld(b) Number (c) puse Amount Ratefa} Yeld(b) Number (¢}
2005 $ 000 _ % — % 2017 §$ 12000 _ % ___ %
208 w00 % % 2018* 12500 ___ % __ %
2007 00 __ % __% 2019 13600 ___ % ___%
2008 ™0 % % 2020* Wo % %
208 Qoo % —% 2021 WO _ % %
010 BO0 % % 2022 100 % %
11 WO __ % % 2023* 600 % ___ %
ez OO % % 2024* 1m0 % %
anF B0 % —% 2026* wo % %
014 100000 __ % —% 2006* WO % %
x5 11000 ___ % — % 2027 20600 % ___ %
26" 1500 __ % % 2028* 27500 %  ___ %
* Redeamption Frovidons  The Distrld reserves the right to tiesm, prior to meurity, In irtegrd muitiples of $5,000 thoee Bonds meturing on

Septearber 1 In exh of the years 2010 through2028, both indudive in wholeor from ime to time In part, on Ssptember 1, 2009, or on &y date
thoredter o & prios of per pius aocrued interest from the mostrecent interest peymant dete to the dala fixed for redemption. The Bonds mehuring
Seotevber 4, ___and Sptevber 1, wre sublert 10 mendato ry dinking fund redavption. See "THEBONDS- Redarption.”

(@ After requesting cormpetitive bids for puchas of the Bonds, the Disirict hes acepted the lowest bid fo purchene the Bonds berring interesl ss
tmnllp&n of % of per pius oruer Interest 1o the dde of ddivery, reauiting In a net effective Intrest rete to the District of
() The Initid reoffering yldds indcied rpresni the lower of the yldds resuting wien priced to meturity or the first redeption dete  The initld

yldds at which the Bonds will bepriced will be established by snd will bethe sole responaibility of the Initld Purchessr (a8 harain defined). The
yldds may bechangal & sy time ot the daTeion of the InltidRrchassr. Acaued interest fom Jne 1, 2005 to the date d ddivery of the
Bonds to the [ nitid Furchessr is to be added to the prica

{9 CUSP numbers heve ben exdgned to this {saue by the CUSP Servics Burey and we induded soldy for the convenience of prchasers of the
Bonds. Ndther the Disirid northe Finandd Advisor shal beresponsible for the sdedtion or correriness of the CUS P number shown hardin,

The Bands, when (ssued, will congitue valid end legally bindng dbligations of the Didrict and will be payatie fram the proceeds of en el
advalorem tax, without legel limitstion toraio or amaurt, levied againet texable property within the Didrict  See "THE BONDS - Souroe of
Paymert and Security far Payment™ THE BONDS ARE SUB.ET TO SPECIAL RISK FACTORS DESCRIBHD HEREN. See "RISK
FACTORS" herein

The Bars are dffered by the Iritid Purchaser abject toprior sde, when, asand Ifissiad by the Disrict and acceptad by thelnitd Purcheser,
akbject, amag dher things tothe aprovel of the Iniid Bads bythe Atiomey Generdl of Teas and the aprovd of cartain bgal mtters by
McCall, Paihurg & Horton LLP, Auwdin, Tees Bond Caunsd. Delivery of the Bords Issqecied onor sbadt June B 2005, inAutin,
Texas

Bldsdue: Thursday, May 19, 2005, at 11:00, AM, CDST,
at 01 Brazos, Sulte 400 Augtin, Teas 78701
Award Expected: 1200 Noon, C.DST.



TABLE OF CONTENTS

USEOF INFORMATIONN OFFICIALSTATEMENT ...

SALE AND DISTRIBUTIONOF THEBONDS....................... 3.
Award of theBonds.........ccoovivivviciimmme s erern e 3
PricesandMarketability...............ccovvviimmm v 3.
Secunfiedaws...............ccoiivmcen e 4,

MUNICIPALBONDRATING...........cemeeeiicirnincvntvemmmmaan A

OFFICIALSTATEMENT SUMMARY .....ocuiiiicmeeinciieree e 5

THEDISTRICT ... e e e e e e e e mrmm e s e 5.

RISKFACTORS. ... oo icccmarieinninissiaaasins s mammasses s raansaanscennns 7.

SELECTEDFINANCIALINFORMATION. ........cccoeeveevnnn B

OFFICIALSTATEMENT ......iiciiicee v ereecerneee e mmmm e e 8.

INTRODUCTION......ooiivii et meeti e s staes e mmmm st 9.

THE BONDS ..o e ert e e e e aa e e ea e e mvmms 9
GeneraDosCHPtioN...........ccooovvvrrvmmc i e eane e s e
RedeMPLON......cciicmee v ven e e eesa e e ena s 3}
ReplacemerBonds...........ccooveveeciiiemecinecciniinnnnenaene 11
AUthorityfOrISSUBRCEA. ... v v rireir e e mmn srensaass 11
Sourceof andBecuritforPayment................cccoevemeeinnin 11
PaymenRecord... teaemmresrennannesceriiersmmmmessss i
Flow of Fundandlnvestmaruf Funds ........................... 12
Defeasanak Bonds........ccocciiiieivmmmme e 12
PayingAgent...........co.ovviiiiiimmemiii e 13
ROCONMDALA.........cicemmreieieieiiiiei e immm s rr e s ee b reas 13
Ilssuancef AdditionaDebt...........cccerevvrriiiiiiiiieniid 14
LagalinvestmenindEligibility to Secur@ublicFundsin

L1 P UPPPPUPUPTRPPPP I |
Specificlax Covenants SRR I
AdditionalCovenants.........cccc....oiviiiiiiiiii e en 14
Remediedn Evenf Default..............oooeeeein, a5
ANNBXALION. ... e n e 15
Consolidation............coioviiiii e 15
Alterationof BOUNCAries................oocvmcmeen v 15
Approvalol Bonds..........ceccviiiiirenn s cmmm e 18
No-LitigationCertificata..............ccooeevicceeiiniiiiiene 18
No MaterialAdverseChange.............ccovveevicmenvniennn e, 16
Amendment$o BondOrder............cccevierienciiiinniniceaman s 18

BOOK-ENTRY-ONLYSYSTEM. ... e vin e 18

LOCATION MAP .. U |

USEAND D!STRIBUTIONOF BONDPROCEEDS w20

RISKFACTORS. ... cricecc e mmmesceevenn e e 21
GeNBrak........c.cemm it e 21
FactorffectingraxableValuesandTax Payments........... 21
Tax CollectionmndForeclosurRemedies ....................... 22
Registere@wnersRemedias..............c.cooo oo commueceiinnnnn. 22
Bankruptcytimitationto RegistereBwnersRights............. 22
The Effectf theFinancialnstitutionsictof 1988n Tax

Collectionof theDistrict..........coooveiiiiiiren i
Marketability...............ceeummiiccniece i e
ContinuingCompliancenvith CertainCovenants.
FutureDebt...........comiieeriii s e e

THE DESTRICT e civeviniiiveeeitesmmmmereeesim e venas s e st dmmn s eeen 24
GONAIAL ... e e 24
ANNeXation. ........cc.cooiiiii e 24
Managemenbf theDistrict................cccociimcmviii s 25
LOGALIOM .. .evveeriniisiieiiemame et icsseraere e e s ememm e raaraeen 26
HistoricandCurrentStatusof Development.................. 26
FutureDevelopment...............coiivvcemm e iriniierneeniennvromne 28
Cltyof AustirConsenfgreement..........ccccecoeevneevnuinrnas 28

THE DEVELOPER.......oo e crece e en s 29
Roleof aDevelopar.................ooi e e 29

Descriptiorof theDevelopar...............ccccevvmcee i 29

Financing...... B 29
Lot SalesContracts... .. |
THE SYSTEM. ..ot s et rrrmmnn e e e 30
7TV - | 30
WaterSupplyand Distrbution............ccc.oooicimmeeenceeinnen 31
WastewateCollectionandTreatment .............cccov v ceeanes A
100Y earFloodPlain.............ccooiiven v vmemmrin i v err et oo rams 31
Waterand WastewateDparations............c.....ccceeevnnnnes a1
Waterwork@and SewerSyster®peratingStatement ........... 32
PRQJECTEDEBT SERVICEREQUIREMENTS TABLE 3....33
FINANCIALSTATEMENT.......oiviirireiiinimme s san e en e rees .|
UnlimitedTax BondsAuthorizecbut Unissued- TableS........ 34
Qutstandin@onds— Tabled... SO PUURR. ”
Castandlnvastmarﬂaiances— 'I'able? ........................... a5
Investmemuthorityandlnvostmerﬂracticeuf the
District.. UV OUPUR. - |
Currentinv B . N ....38
Estimate®verdappingDebtStatement..........coeevv e LY
Ov erlappinJaxesf or2004
TAX DATA i vmem st ce st arae e rn e mwmn e raan s ea s
Classificationf Assesdd/aluation~ Table9..................... 37
Tax Collections- Table10. ... eeeen 38
DiatrictTax Rates- Table11..........ccccemiiiiiiriiiiincnns s as
TaxRatel imItation ..........ccoeeiierincviiiiee s cmmmteeeaaeenas 38

PrincipalTaxpayers- Table12..........ccoceeeeeniiinnne 2038
Tax AdequacyorDebtService.........ccoee 39
TAXING PROCEDURES.............

Authorityto LevyTaxes........ccoceeeiiveiiiniiiencesn i ammmceae
PropartyTax Codeand Coury-WideAppraisaDistrict
PropertySubjecto Taxatiorby thdistrict..........cceeennnnn.. 40
Valuationof PropertforTaxation............ccoevniiiviicaannn.ns Al
Districtand TaxpayeRemedias..........ccccoovvveeeieiiiiinnens At
Lev yandCollactionof Taxes..........ceeevvviiiiinniinniiiiiicaae, A1
District'sRightsin theEvenOf TaxDelinquencies.............A2
Effectf FIRREAon TaxCollections..............cocveneivvmeenn. A2
Legal OPInIoNS. ...........ceomissimmrcmmmmmssssisnmmmnesnitisaeeecaenrns 42
No-LitigationCertificata..........ccccvi v ieerr e e Ad
No MaterialAdverseChange...........ccc.covceiinncncniinnnne 43
TAX MATTER S ...t rmmmmr e eerntn s rnann e e e mmrmenann s 43
OPINION. .ot e e e 43
FederalncomeTax Accountinglreatmenbf QOriginalssue
DisCOUNt.....iiiimem e
CollateraF ederalncomeTax Consequencas....
StataLocalandForeignTaxes............c..ceeueermmemerererinnd
QualifiedTax-ExempDbligationd orFinancialnstitutions ... 45
CONTINUINGDISCLOSURBF INFORMATION. .............. A5
AnnUalAUIES. ......cooeeneiiiiin e cece e v e er e ea e e 46
MateralEventNOtiCOS ..........coovviiiie e cva e e o 45
Av ailabilityof InformatiofromSID.........c...c..i v ceene, A8
LimitationsandAmendments..........cccc.oovcceeiniiiiiianees 468
Compliancanith Prior Undertakings..........cccc..oeeecnnnnnnn, a7
FINANCIALADVISOR.......coeviiiiiiirrrcmmme s erreevree s ernnneean A7
OFFICIALSTATEMENT ...t 47
Proparation..........cceeiiiii s e A7
Experts... S 14
UpdatingthQOff|¢JalStaterantDurlng UndemntmgPenod. A7
Certificatioms tcOfficialStatement. . . veenee....AB
OfficialStatemerfDeemedinal™..........c.cccoov v vvieeee e, A8
PHOTOGRAPHS
APPENDIXA
APPENDIE



USE OF INFORMATION INOFFICIAL STATEMENT

Nodeda, broke, sdesman orotha person has been authorized togive any information orto mzke ey represantations other
then those contzsined in this Officid Staement, and if giveror made such other informetion or representetio ns must not be
rdied upon eshaving been athorized by the Digtrid.

This Offidd Saement does notdone congtitute, and Is not authorized by the Digtrict for usein connection with, en offer 1o

edl or the solidtdion of ey offer tobuy ineny stae in which such offar or solidtation lsnot athorized orin which the
person making such offer orsolidtdion isnot qudified to do soorto any person towhom it isunlanful to meke such offer o
solicitdion.

All of the summaries of the sttutes, ords, contrects, records, end engineering md other rdsted reports set forth In this
Officd Sadanent e male subjed to dl of the provisions of such documents These summaies do not purport to be
complee staaments of such provisions, end rfgence ismale tauch documents for further informetion, copies of which are
avdlable from the Finanad Advisor upon payment of ressoneble duplication costs.

This Officdd Statament contans, inpat, estimaes, essumptions and metters of opinion which are nat intended as sttements d

fat, and no representio nis made esto the comectness of such estimaes, essumptions, or metters of opinion, or es to the
likdihood thet they will be redized. Aninformation end expressions of opinion hadin contaned ae subject to change

without notice and ndthe the ddivay of this "Offidd Sadement” nor &y sde male heaunda shdl, under ay
drumstanos, aede any implictiontha thre has been no change Inthe dfdrs ofthe District or the other matters described

herdin since the dde heeof. However, thDistrict hes egreed to keep this "Offfid Staenent” cumet by anendmet or

sticker tordflect mataid changes inthe affars of the Digtrict, end tothe extent thet information actudly comes tolts atention,

other mattas described in the "Offidd Satement” until ddivery of the Bonds to the Initid Purdheser and theredfter only &

soccified in"OFFICQAL STATEMENT - Updating the Officid Satement.”

NEITHER THE DISTRICT NOR THE FINANCAL ADSDIR MAKE ANY REPRESENTATION OR WARRANTY
WITH RESFECT TO THE INFORMATION CONTAIBEIN THIS PRELIMINARY OFFICIAL  STATEMENT
REGARDING THE DEPOSTORY TRUST COMPANY ORITS BOOK-ENTRY-ONLY SYSTEM.

SALE AND DISTRIBUTION OF THE BONDS
Award ofthe Bonds

After requesting competitive bids for the Bonds, theDigtrid has accepted thebid of (the"Initid
Purchasar”) to purchae the Bonds d the interest rates shown onthe covar pege of this Officid Stetement & a price of %

of par plus eccrued interest to dete of déivary. No assurence cen be given that ary trading maket will be developed for the
Bonds efter their sdeby the District tothe Initid Purcheear. The District hes no control over the price & which the Bonds are
subsequently sold, and the initid yidds & which the Bondsegriced end recffead ae esteblished by and ae the sole
responsibility of the Initid Purchaser.

Prices and Marketability

The deivery of the Bonds is conditioned uponthe receipt by the Digtridt of a oatificate executed and ddivered by the Initid
Purcheser onor before the dde of ddivay of the Bonds statingthe prices e which asubstantid amount of the Bonds of eech
maturity hes been sold to the public  For this purpose, the tam "public’ shdl not indude any person who is a bond houss
broker or similar person ating tnthe cpaity of undewrite orwholesder. Otherwise, the District has no undastanding with
theInitid Purchaser regarding the reoffering yieds or prices of the Bonds. Informeétion conceming reoffering yidds or prices
isthe responsibility of the Initid Purcheser.

The prices end other tams with respect tathe offering end sd e of the Bonds maybechanged from timeto time by the Initid
Purcheser efter the Bonds ere rdeesed forsde end the Bonds may beoffened end solct prices other than the initid offering
prices, induding sdes to daders who maysdl the Bonds into investment acoourts. In connection with the offaing of the
Bonds, the Initid Purchassr may ove dlot oreffedt transationswhich stabilize or meintan themarket prices orthe Bonds
levels ebove those which might othewise preval inthe open maket. Such stbilizing, if commenced, may bediscontinued a
any time



The Distict hes no contrdl over trading of the Bonds inetheconday markd. Moreover, there is no guaantes that a
secondary market will bemade In the Bonds.  In such aseonday maket, the diffeence between the bid end asked price of
utility district bonds may begrester then the difference between thebid and esked pive of bonds of compareble meturity and
quaity issued by more treditiond municipd etities, asbonds of such entities @@ moregenerdly bought, sold ortraded inthe
seconday makd.

Securities Laws

No regigtrdion gtdament rdding to theoffer end sde of the Bonds hes befiied with the Saaurities snd Exchange
Commission under the Securities Adt of 1833, ssamended, inndianoe upon the exemptions provided thereunda. The Bonds
have not bean registared orqualified undethe Secunities Act of Texss inrdiance upon various examptions contaned therdin,
nor heve the Bonds bemy registaed or quiified under the securities lavs of eny othejurisdidion. The District assumes no
responsibility for registrtion ofthe Bonds under the securities tavs of any ber jursadiction inwhich the Bonds, may be
offerad, sold or othawise transfared. This disdamer of responsibility for regtretion or qudificati on for sde or other
di sposition of the Bonds shdl not beconstrued as en intepretation of any kindwith regad tothe avdlability of eny exempti on
from securities registration orqudifiction provisionsinsuch other jurisdiction.

MUNICIPAL BOND RATING
No aplicgtion hes been madetoarting service norisit expected thet the District would have been sucosssful inobtaning an

investment grde reting had such spplication been made  In addition, no gpplicdtion has been made to qudify theBonds for
bond Insurance

{ The remeinda of this page inkentionally left biark}



The fdlowing maerid is qudified in its entirety by the detdled information and finandid statements gppearing dsewhere in
this Offidd Sdement. The offaing of the Bonds to potentid investors is made only by mens of this entire Offidd
Saement. No person is athorizad to detach this summarfrom this Offidd Stdement orto othawise use it without the

entire Offidd Sttement.

" “THE DEVELOPER"

OFFICIAL STATEMENT SUMMARY

THE DISTRICT

Moorés Crossing Minicipd Utility Digtrid (the "Extrict"), a politicd subdivision of the
Sde of Texas, was aedad by orda othe Texas Wate Commission, predecessor to the
Texas Commission on Environmentd Qudity (he*TCEQ™ or the *Commission®) adopted
onJune 17, 1987, end aconfimdion dedtion hdd within the District on Noveamber 3, 1887,

and opardes pursuat to Cheptas 49 and 54 othe Tews Wda Code ssamended. The
Digrid was creded to provide wda, waslewde end stom dringye fedilities to save
epproximatdy 804 exres within Its boundaies, dl of which lie within Travis County end
within the limited purpose jurisdiction of the City of Austin. See "THE DISTRICT -
Gengd”’

The Diilt is locded in southesstan Trais County epproximady dght miles sty
southesst of the City of Austin's catrd boss distid and s situded Immedigdy
southeest of Austin-Bagst rom Intemationd Airport. Acosss tothe Distridt Is provided by
Intastdte Highway 35 and Budeson Road via Elroy Road. See "LOCATION MAFP' axi
"THE DISTRICT -Locion.”

Land within the Dist Is being devdopal by SR Devdopment (he "Devdope”). Seo

TheDistricd contans 804 axes of which goproximatdy 657 aresame devdopeble As of
April 1, 2005, spproximddy 166 ares (or spproximatdy 2527% of the devdopsble
arege) has been devdoped &5 669 single family lots and an gpproximatdy 17 acre echool
sita Devdopment within the Distrit as April 1,2005 induded 457 completed single family
homes, 2 homes under construction, and 210 developed vecant efle family lots loczted
within the residattid subdivision of Moords Crossing Stoney Ridge Phase A Setions 2,
3A, 3B, 3C, 5A, 5B, 6, and 1(1487 axes, 66ibts). Additiondly, construction of utility
fadlities to save Songy R Pse B (B.ares, ] platad (ats) is epeted to
commence within the ned

The Digrict deso cortdins 8 Pd Vdle independent School Distrit dementary achoal (17
azes) which opened Inthe fgl of 1899,

The Devdoper expects the remaning 4909 wdopeble ares to be devdoped es single
family, multi family, industrid end retall improvenents. See “THE DISTRICT — Historical
and Curmat Satus of Devdopment™ end “Future Devdopment.”

THE BONDS

The Bonds ae said bonds inetbggregate principd amourt of $3,000,000 maturing
annudly in vaying amounts on Septamber 1 of exch yeer from 2005 through 2028, Interest
ecorues from June 1, 2005 d the retes per ennurrset forth on the cover psge hareof and is
paysble September 41,2005 end eech Mach 1 ad September 1 theredfta until maturity or
exlig reddeamption. The Bonds ae offeed infullyegistaed form inintegrd multiples of
$5,000 for ey one maturity. See "THE BONDS -Genard  Description.”

Bonds maturing Septembar 1 of eectof the years 2010 through 2028 both indusive are
aubjed to redemption In whole or, from time totime, in part & the option of the District on
September 1, 2009, ad on &y dade theedia,d pa plus axrued inteest from the most




Authority for

Bonds Authorized But

Municipd Bond Rting -........ -

recant interest payment &-:te tathe date of redamption. The Bonds maturing September 1,
and September 1, ge dso subject to mandaory sinking fund redemption. Ses
*THE BONDS - Redemption”

The Bonds ae paysble from an evdorem tax levied upon dl taxadble propaty within the
Digtrict, which under Texas lav is nat limitel es to rde or emount (see "TAXIN
FROCEDURES'). The Bonds are obligations of Moore's Crossing Municipal Utllity
District and are not obligations of the City of Austin, Texas; the 8tate of Texas; Travis
County, Texas; orany other pofitical subdlvislon oragency. Se= "THE BONDS - Souroe

of Payment "

The Distrit hes herglofore issued two saiexf unlimited tac bonds axi one egies of
rdfunding bonds inthe origind prindipd amount as follows $1425000 Unlimited Tax
Bonds, Series 1998 (the “Saies 1998 Borkds $1,570,000 Unlimited Tax Bordds, Seies
2003 (the “Saies 2003 Bonds™); end $1,324,999.45 Unlimited Tax Refunding Bonds, Series
2004 (the "Sgies 2004 Refunding Bonds™), whichrefunded el of the remaining outstanding
Sxies 1998 Bonds. Colletively, the Seies 2003 Bondds end the Saies 2004 Refunding
Borxis are rdfared to as the *Outatanding &hds”. Asof Jenuay 1, 2005, the Outstanding
Bonds totd ed $2,88854620 See "FINANCIAL STATEMENT - Outstanding Bonds”

The Bonds a@e the third scries cbonds issued by the Districtfor purposes of aoquiring or
constructing wtility fedilities.  The Distrid has not defaulted on the paymert of the Scries
1998 Bonds ad the Outstanding Bonds. However, cepitdized interest inan amount equd to
spproximatdy twoyeas' debt service requirament was induded inthe prooeeds of the Saies
1998 Bonds end the Series 2003 Bonds. &°FINANCIAL STATEMENT - Qutstanding
Bonds”

The Bonds are issued pursuant to Atide XVI, &tion 59 of the Texas Constitution and the
generd laws of the Sdte of Texas induding Clapters 49 and 54 of the Texas Watar Codg e
amended, abond dection held withinthe District on November 7, 1987, spproving theissuance
of bonds, the gpproving Order of the Commission end pursuant to en order (the "Bond Order™)
adopted by theBoerd of Directors of the Districton the date of the sdeof the Bonds. Ses "THE
BONDS - Authority for Issusnce”

The proceeds of the Bonds will beatto equira i) a wastanta interceptor to save
Soney Ridge Phese B; ii) drdngge fedilities tosave Stoney Ridge Fhase A, S=tion 6; and
lii) wita, westewda and draingge fadlities to sarve Soney Ridge Phese A, Sections 1, 54,
SBand 6.

Additionally, the Bond proceds beused to ixepitdize eppraximetdy 24 months' interest
requirements on the Bonds; i) will pay catan mginesing costs, and lii) pay cetan costs
asodated with the issusnce of the Bods S "USE AND DISTRIBUTION OF BOND
FROCEEDS"

The Bonds e the third intimant of $32,000,000 bonds athorized & &n dedtiomdd
within the Distrid on November 3, 1987. Afta the sde of the Bonds, $25805000 bonds
will reman athorized but unissued. Seo "FINANCIAL STATEMENT - Unlimited Tex
Bonds Authorized But Unissued.”

In connection with the sde of the Bonds, the Dishli hes not epplied for araing on the
Bonds, nor isit eqected tha an investmantgrade rating would havebemn received had an

applicetion been mede  In ekdition, no gpplidtion has been made to qudify the Bonds for
bond insurance:

u/




Qudified Tax-Exempt

Obligations.. . coernen The District expects to designate the Bonds as"qudified tax-exempt obligations” pursuant to
section 265(b) of the Intand Revenue Code of 1986 end will represent that the totd amount
of tax-axempt obligetions (induding the Bonds) issued by it during cdendar yer 2005 isnot
ressonzbly expected toexcesd $10,000000. See "TAX MATTERS -Qudified Tex-Exeanpt
Obligationsfor Financid Institutions”

Bond Counsd....... .o McCdl, Pakhurst & Horton L.L.P, Bond Counsd, Austin, Texs.
Gawrd Counsd..... s Ammbruet & Brown, LLP, Genead Counsd, Augtin, Texss.
Finendd Advisor....... .. Southwest Sourities, Austin, Texas.
ENGINEEr ........ covreree  ceereeneen Shroeder  Enginég Company, Austin, Texas.

RISK FACTORS

The purchese and owneship of the Bonds involve certdn risktors and dl prospedtive purchasers ae urged to examine
cadully the Offidd SQdeet, induding paticulaly the setion camed "RISK FACTORS" with respat to the
investment security of the Bonds.

{The remainder of this page intentionally lat blank]




SELECTED FINANCIAL INFORMATION

{Unaudited &5 of Jenuery 1, 2005)

Estimeted Assessed Vel uztion as of Jenuary 1, 2005........ -$ 48646782 (b)
Gross Debt Outstandi ng (after issuance of the Bonds) . § 588854620
Retio of Gross Debt to 2004 Assessed Vaudtion....... . 1343%
Ratio of Gross Debt Yo Etimetad Acsessed

Vaudion s of JAUETY 1, 2005 s o comsnernemeiss smsesnenismnes svsssssmssseins sssen 1210%
2004 Tax Rate

Debt Savica....... 556050

Ma NtENEN0D 8 ODEEION v tvserirvnte  oneresvssreres sveressssssssns sessimestssnsss  sveserssesses it 0,1740

LI = (- | PSR 807300 (¢)
DebtServicdundBalances ofDecembdl! 2004........cc....oeeeeiiiriiiiccceme e venernereeenen $ 53,227
Averagepercentagsf cumentaxcollections TaxYear1997/2004. ...............cconiieennnee, 99.21%
Averaggercentagd totataxcdlections Taxyear1997/2004............ccccumiiiiitionsinnecnne 99.55%

ProjectedveragdinnuaDebtServiclkequirement
(2005/202Projectedverag Requirement’}........oceeviviiniimmecsinen s cvemmec e, $ 415,420

Taxmaterequirado payrojectefverageRaquiremebtsed '
upor2004Aassessadvaluatioat 95%collections ... ieeecrceevisccmmme e e $1.00/3100.V.

Taxraterequiredo payrojecteAveragdRequiremebtised
uporEgtimatedssessed/aluations oflanuarg, 2005
AL OSACOI@CHIONS....oeeei e veviercmreeseeeeeeste e s e s catmmbe e b rmmms e s e ammma e e aabdsene e anevanas $0.90/$100 AV.

Projecte@laximurnnuaDebtServiceRequireme(2011)
("Projecte@laximunRequiremantT).........cciiiiiiciimnn e e e $ 484 81

Taxraterequiredo payrojectelaximunRequiremebtased
upor2004AssessedValuatioBt 35%Coll@ctions.............ieecve s meme s e $1.17/%1 O_Q.V.

Taxraterequiredo payProjectelaximunRequiremebtased
uporEdtimated ssessed/aluatioas oflanuary, 2005

ALOS%COHBCHONS. .. ceeeere s cesirirr et st s e g $1.05/3100 AV
Numbeof activeingldamilywatemndsewa connectioras ofJanuany, 2004...................... 422
Estimategopulations ofJanuard, 2005................occcecrcermrererrirere v verm b1 e sneeens 1,477 (d}

(8 Asartiled by theTravis Cenird Apprdsd Disria ("TCAD"). S= "TAXINGPROCEDURES"

(D) Asestimded by TCAD = of Jonuay 1, 2005 ad Is Indudad solly forthe purposss of illuaretion.  Such amount rdledts an dimde of the taxdble
veue within the Dlaridt and Is subjet to reviev end changdoy TCAD. No tax will balevied on such smount unlas It |s oelied by TCAD. Sm
*TAXING PROCEDURES”

(3  Inits orde spproving Issusnce of the Bonds, the TCEQ direded tha theDlalrict levy & Initid ad valoram tac rate for the debt sarvice (after lesuance of
the Bords) of not lem then $0.51 per $100 vdudion.

{d Besad on 3.5 reddants pw completed single family connedion.




OFFICIAL STATEMENT
relating to

$3,000,000 _
MOORE'S CROSSING MUNICIPAL UTILITY DISTRICT
(A Political Subdivision ofthe State of Texas Located In Travis County, Texas)
Unlimited Tax Bonds, Serles 2008

INTRODUCTION

This Offidd Satement provides oatarinformation in connection with. the issuance by the Moorés Crossing Municipd
Utility District (the “Digtrict”) of its $3,000,000 Unlimited Tax Bonds, Series 2005 (the “ Bonds”).

The Bonds are |ssued pursuant toan order (the“Order” or“Bond Order”™) adopted by the Board of Directors of the District on
the date of the sde of the Bonds, axd pursuant tothe Congtitution end generd laws ofthe Ste of Texas, end Cheptars 49 and
54 of the Texas Wae Code ssamended, the bond dection gppovedd by the voters within the District on Novernber 3, 1987,
and the epproving order of the Texas Commission on Environmentd Qudity (' TCEQ™ or the " Commission®).

Unless othawise indicated, cepitdized tems used in thisOffidd Sadament have thesame meaning assigned to such temsin
the Ordes.

Induded inthis Offidd Staement are desaiptions of the Bonds and oatan information sbout the District and itsfinances,as
wdl & oetain  infommation rdaed to SR Devdopmisfthe “Devdopa”). ALL DESCRIPTIONS OF DOCUMENTS
CONTAINED HEREIN ARE SUMMARIES ONLY AND ARE QUAURED IN THEIR ENTIRETY BY REFERENCE TO
EACH SUCH DOCUMENT. Copies of such documents may becobta ned from the District & Armbrust & Brown, LLFP, 100
Congress Avenue Suite 1300, Audtin, Texas 78701 or during thifging paiod from the Distidt's Finencid Advisor,
Southwest Seurities, 701 Braens, Suited400, Austin, Texas 78701 upon payment of reesonable copying, maiting and handling
chages,

THE BONDS
General Description

The $3,000000 Moore s Crossing Municipd Utitity Digtrict Untimited Tax Bonds, Saies 2005 will ber interest from Juna 1,
2005 and will maure on Septamber 1 of the yers and inthe pricipd anounts, and will bear interest & the rates per ennum,
set forth on the covar page hereof. Interest on the Bonds will bepaysble September 1, 2005 end exch March 1and September
1therediter until maturity orearlier redemptionand will becaaufted onthe besis of a360-day  year composed of twdve 30-
day months. The Bonds will beissued ifully registered form only, withoutooupons, in denominations of $5,000 or any
integrd multiptetherecf, and when issued, will beregistered inthe name of Cede & Co., esregistaed owner and nominee for
The Depository Trust. Company ("DTC’), New York, New Yarketing ss securities depository for the Bonds until DTC
resigns oris dischargad. The Bords initidly will beavdlableto purchasers inbook-entry form only. So long asCede & Co,
28 the nominea of DTC, isthe registared owner of the Bondsprincipd of and interest on tha Bonds will be payeble by the
paving agent to DTC, which will be soldy responsible for meking such paymant to thebeneficid owners of the Bonds  The
initid paying agent for theBonds isWdlsFago Bank, NA (the "Paying Aget”).

Redemption

Optional Redemption .. . The Bonds mauring on Ssptember 1 of each ofthe years 2010 through 2028 both indusive ae
subject to redemption prior to maurity & the option of the Digtrict, in whole or from time to time in part, on September 1,
2009, and onaw dde thaedta, a a redemption price equa tthe principd @mount thereof plus acarued interest from the
most recent interest payment dete to the dete fixed for redemption.

Mandatory Sinking Fund Redemption .. . Inakdition tobeng subjectt to optiond redemption, asprovided ebove the Bonds
mauring on September 1, and Septamber 1, ____ ae subject to mendatory sinking fund redemption prior tometurity by
lot in the following amounts, on the followingdetes and e a price of per plus accrud interest to the redemption dete from
amounts required to be depcsited inthe Debt Service Fund:



BonddMaturingSeptembet, BondsMaturingSeptembet,
Mandatory Prindiaaidatory Principal

Redemptiobate Amount RedemptioDate Amount

————
———— —— ———
—————

* Sdal Mdurity

The prindpd amount of the Bonds required to be redesmed pursuatt to the opertion of the mandatory sinking fund
redemption  provisions shdl be reduced, & the option of the District, by the prindipd amourt of aty Bonds of the stated
meturity which, & leest 50 days prior to a mandatory redemptiordeta (1) shell have been axjuired by the District, & a price

not exceeding the principd emount of such Bnds plus ecued Interest to the date ofpurchess thereof, and ddivered to the
Paying Agent for cancelidion, (2) shdl havebeen purchassd end cancdled by the Paying Agent &t the request of the District,

with monies in the Debt Savioa Fund daprice not exceading the principd amount ofthe Bonds plus eoued interest to the
dete of purchese thereof, or (3) shdd! harebean redeemed pursuant to the optional redemption provisions and not theretofore
credited sganst amandaory sinking fund redemption requirement.

Notice of Redamption .. . Al leest 30 cdendar days prior to the dae fixe for any redanption of Bonds or portions thereof

prior to maurity, awritten notice of such redemption shdl besent by the Paying Agent by United States madl, first-dass
postzge prepad, & least 30 clendar daysprior to thedate fixed for redamption, tothe Registared Owner of eech Bond to be
redeamed d its address es it eppered on the 45th cdendar day prior to such redemption dde and to maor securities
depositories end bond i nformetion servioss.

The Bonds of a denomination lager than $5,000 may be redeemed in pat ($5.000 or any multipletherecf). Any Bond tobe
patidly redeemed must besurrendered  In exchange for oner more new Bonds of the same meturity for the unredeamed
portion of the principd of the Bonds ao sumendered.  In the et of redamption of less than dl of the Bonds, the particular
Bonds tobe redesmed shat besdeted by the District, ifiess then d1 of the Bonds of a patiata maturity &re tobe redeemed,
the Paying Agent isrequired tosdett the Bonds of such maturity to be redeamed by lot.

Termination of BookE ntry-Only System .. .The District is initidly utilizing % bock-airy-only system of DTC. Seo
*BOOK-ENTRY-ONLY SYSTEM." Inthe event that the Book-Entry-Only Systam is discontinued by DTC or the Digrict, the
following provisionswill beappliceble to theBonds.

Payment .. . Frindpd of the Bonds will be payable & maurity to the negistered ownas & shown by the registrtion books
maintaned by the Paying Agent upon presentation and surmender of the Bonds tothe Paying Agent & the designaed office for
payment of the Peying Agent (nAustin, Taxas (the "Designated Payment/Trander Offiod’). Interest on the Bonds will be
peyable by chek or drdt, daed & of the epplicsble intaest payment dete, sent by the Paying Agent by United Stdtes mail,
firt-dess, postage prepdd, tothe regisirad owners d ther respective addresses shown on such records, or by such other
method acoeptable to thePaying Agent requested by the registearad owner a the risk snd expense of the registerad owner.  If
the date for the psyment of the principd of or interest dhe Bonds shd| bea Sdurday, Sunday, egd holiday, orday on
which barking institutions in the dty where the Designdted Paymet/Trangfer Office of the Payving Agett is locded are
required or athorized by lav or executiveorder to dose, then the dae for sucpayment shd! bethe nedt sucoesding day
which is not a Seturday, Sunday, legd holiday, or day on whictbanking institutions are required orauthorized to dose end
payment on such date shal for dl purposes bedesmed to have been made onthe origingd ddte payment was due

Registration. .. The Bonds may betransfared and reregisteadon the registration books of the Paying Agent only upon
presentetion and sumender thereof to the Peying Agent/Registrad the Designded Payment/Transfer Offica A Bond dso
may beexchanged for aBond orBonds of like maturity and Intesst and having alike sggregate principd amount or maurity
anount, esthe case may, upon presantation and sumender & theDesignated Payment/Trensfer Offior Alt Bonds surrendered
for transfer or exchange must beendorsed for essignment byhe exerution by the registered owner or his duly authorized
ggent of an sssignment form on the Bonds or cther instrudit of transfer ecompteble to thePaying Agert.  Transfer and
exchange of Bonds will bewithout expense or savics chage tothe registared owner, exaept for eny tax or other govenmentd
chages required tobe pad with respedt to such trensfar excchenge A new Bond or Bonds, inllen of the Bond being
trensfared or exchenged, will be ddivered by the Pasing ehjRegistra to the registeed owne, & the Designaed
Payment/Trensfer Office of the Paying Agent/Registrar of by UnitedSdas mail, first-class, postage prepaid. To the edent
possible new Bonds Issued inan exchangeortrander of Bonds will beddivaed tothe registered owner not more than threa
(3} business days ater theraceipt of theBonds tobe cancded inthe exchenge ortransfier end the denominations of $5000 or
any Integrd multipletherecf.
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Limitation on Transfer of Bonds .. Nether the Digtrict nor the Paying Agenthdl be required to mzke sy trensfer,
conversion orexchange toan essignes of the registered owne of the Bonds (i) during the period commencing onthe dose of
business onthe 15" calendaday of the month (whetheror nota busiasday) precedingeachinterestpaymenidate(the
"Record Date™) andendingwith the openingf businesen thenexollowingprincipabr interesbaymentateor (ji) with
respecto anyBond caliedfor edemptionin wholeor in part,ithinforty-five (45) daysof thedatefixed for redemption;
provided however,such limitatiorof transferghallnotbe appkbleto anexchangby themlstemcbwnerof theuncalled
balancef aBond.

Replacement Bonds

If a Bond is mutilated, the Paying Agent will provide a replacenent Bond [n exchange for the mutilated bond. If aBond is
destroyed, lost or stolen, the Paying Agent will provide areplaament Bond upon (i} the filing by the registered owner withthe
Paying Agent of evidence sdtisfactory tothe Paying Agent of thedestruction, loss ortheft oftha Bond end the athenticity of
the registered owner’'s ownarship and (i) the fumishing to tePaying Agent of indamnification In an amount setisfactory to
hoid the District and the Paying Agent hamiess. All epensend dhages sssodaed withsuch indemnity and with the
prepaaion, execution end deivery of a neplacement Bond must bebome by the registerer! ownar. The provisions of the Bond
Order rdaing tothe replavament Bonds are exd usive and the extent lawful, predude ! other rights and remedies with respact
tothe replacement end payment of mutilated, destroyed, lost or stolen Bonds.

Authorlty for Issuance

At en dedion hdd within the Digtricdc on November 3, 1887, votas within the Disiig athorized atotd of $32,000,000
prindpd smount of bonds for weta, wastendar, and drangge fadlities. The Bondsoonstitutethe third instaiment of new
money bonds fssued by the District. Afte the sde of the Bonds, the Distric vill have remaining $25,905,000 in authori2ed

but unissued unlimited tax borxs.

The Bonds are [ssued pursuant tothe tems and provisions of theBond Order; Chgptears 49 end 54 of the Texas Water Code, &5
amended axd Artide XVI, Section 59 of theTexas Congtitution. The issusnce of theBonds has been goproved by the TCEQ.

Source of and Security for Payment

The Bonds will be payeble from and securetby a pledge of the procesds of a ootinuing, direct, annud ad velorem tax,
without legd limitetion asto rde or amount, levied eganst taxable property within the Digtrict. The Boerd covenats In the
Bond Order tha, while any of the Bonds areoutstading axd the Distidt isin existence, it will levy enannud ad valorem tax
and will underteke to oolled such atax, aginst taxable property within the Digtricta arste from year to yer suffident, full
dlowance being made for entidipated ddinquendies, together with revenues and receipts from other sources which are legdly
avdisble for such purposes, to pay inteest onthe Bonds @5 it becomes due to provide asinking fund for the payment of
principd of the Bonds when due or the redanption price dny exrlier raquired redemption detq to pay when due eny other
cortractud obligetions of the District payable in whole dn pert from taxes, end to pathe expenses of essessing and
colleding such ta. The net procesds fromtaxes levied to pay debt service onthe Bonds are required tobe placad Ina specid
aocount ofthe District designated its "Debt Sarvice Fund” forthe Bonds. The Bond Order provides for thetemingion of the
pledge of taxes when and it the City of Austin dissolvesthe Digtrict end assumes &l debts and ligbilities of the Disgtrict.

Undar Tews law, the Digiric may bedissolved by the City of Austin (the “City") without the consent of the Distridt or its
rsidents. When the Distridt isebolished, the City must essmethe assets, fundions, and obligations of the District (indudng
the Bonds) and the pledge of taxes will teminta No repreantetion is made conceming thelikeihood of dissolution or the
ebility of the City tomske debt sende payments onthe Bonds should dissolution oour. & "THE DISTRICT -City of
Austin Consent Agreernent.”

The Bonds &re obligations solely of the District eand are not obl!gationsof the City of Austin, Texas, Travis County, Texas; the
Sde of Texas, oray politicd subdivision or entity olher than the Distridt.

Payment Record
The Bonds are the third issuanoe of unlimited tax bonds by the Distrid. See “FINANCIAL STATEMENT - Outstending
Bonds' To dete the Digtrid has never defanited in panh of princpd or interest on the Series 1998 Bonds or the

Outstending Bonds. However, capitdized interest inan amount equd totwo years' debt service requirements was induded in
the procesris of the Series 1898 Bonds and the Saries 2003 Bonds.
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Flow of Funds and Investment of Funds

The Bond Order crestes or confirns the establishment and ma ntenanoe by the Digtrid of a Debt Savice Fund and a Capitd
Projects Fund. '

Ezch fund shdl bekept seperate and spat from dl other funds of the District. TheDebt Savice Fund shdl congtitute atrust
fund which shd! bahdd intrust for thebendfit of the holders of the Bonds.

Any cash bdanoe inaty fund must be continuously secured by adid pledge to the district of securities digible under the
lavs of Texas tosecure thefunds of munidpd utility digtrids having en apgregete make vdue exdusive of aocrued interet,
 dl timesequd tothe cash balance inthefund towhich such securities are pledged.

Debt Service Fund: The Bond Ordér esteblishes the Debt Sarvice Fund tobeused topay principd and Interest onend Paying
Agent fees inrespet tothe Bonds The Bond Order requires thet the Distridt deposit tothe credit of the Debt Savics Fund )
from the delivary of the Bondstothe initid purchaser, the amount received from proceeds of the Bonds representing aocrued
interest end twenty four months' cepitdizedinterest on the Bonds, (ii) Distridt advdoran texes (end pendties and interest
thereon) levied topay debt sarvice requiraments on (or fees and axpenses of the Paying Agent with respect of) the Bonds, end
(iii) such other funds esthe Board shdl, &t its option, desm edvissbla The Bond Order requires that theDebt Service Fund be
goplied soldy to provide for the payment of the prindpa omedemption price of end interest on the Bonds when dug and to
pay fees to Paying Agent when dua

Capital Profects Fund: The Cepitd Projects Fund isthe cepitd improvements fund of the Digtrict. The Bond Order requires
tha Distridt to deposit to thecredit of the Capitd Projerts Fund the badance of the procesds of the Bonds rema ning after the
deposits tothe Debt Savice Fund provided inthe Bond Order. The Capitd Frojects Fund may beappliad soldy to(i) pay the
costs necessay  or gpproprite to eccomplish the purposes for wkh the Boreds are lesued, (iijpay the oosts of issuing the
Bonds & (iii) to the exteat theproceeds of the Bonds end investment income ettributebl ethereto are |n excess of the emounts
required toanuire and congrudt water, wastewater and drainege fadilities &sapproved by TCEQ, then inthe disaetion of the
District totrensfer such unexpended proceeds orincome tothe Debt Servioe Fund or as othawise gpproved by the TCEQ.

Defeasance of Bonds

Genaral . The Bond Order provides for the defessance of the Bonds endthe tamination of the pledge of ad vaorem taxes and

d| other generd defeasence covenants inthe Bond Order under cartdn draumstanoes. Any Bond and the interest thereon shall
bedeamed to be pad, retired end no longer outstanding (a"Efessed Obligdtion™) within the meening of the Bond Order,
except to the extent provided below for the Paying Agent to continue payments end for the District to retain the right to cd|
Defeesed Obligations tobe pad & maurity, when the paymentof dl principd and interest payeble with respect tosuch Bond
tothe due dete or dates thereof (whether such due dete or detes beby reeson of maturity, upon redemption, or otherwise) dther

{1} shdl have ben mede or caused to be made in accordae with the tams thereof (inclding the giving of ay required
notios of redemption) or(ji) shdl have been provided for on or before such due date by imevocebly depositing with ormaking
avaishle tothe Paying Aget or an digible trust compeny or commedd bank for such payment (1) tavful money of the
United Saes of America sufficent to meke such payment, (2) Ddemsanoe Searities (defined bdow) thd maure & to
principd and Interest in such amounts andt such times e will ensuethe avalability, without rdnvestment, of suffident
money to provide for such payment and when proper amangementshave been made by the District with the Paying Agent or
mdigible trust company or commada bank for the paymet of its servioes urtil dfter dl Defesad Obligetions shal have
become due and payeble or (3) ‘any combingion of (1) end (2)At much time esa Bond shdl bedesmed to be a Defensed
Obligation, such Bond end theinterest thereon shd| nolonger besecured by, payable from, or entitled tothe benefits of, thead
veoram taxes levied and pledged as provided inthe Bond Order, end such principd end interest shdl bepaydble soldy from
such money or Defessance Sxurities.

The deposit under dause (ii) ebove shal bedeemed apaymehof aBond when proper notice of redemption of such Bonds

shdl have ban given, Inacoord snce with the Bond Order. Any money 8o deposited with the Paring Agent or an digible trust

company or commertid benk may & the disadtion of the Boad of Directors 90 bainvested in Defessance  Seourities,

mauring inthe anounts and d the times s s forth indBond Orda, and dl incomefrom such Defesance  Securities

recdved by the Paying Agent oren digitotrust company or commercid bank thetis not required for the payment of the

DBonds end interest thereon, with respect to which such monehas been 80 deposited, shadl betumed over to the Board of
irectors

All money or Defessance  Securities set aside and held in trust pursuant tothe provisions of theBond Order for the payment of
principd of the Bonds and premium, If eny, end interest thaen, shell beapplied to and used soldy for the payment of the
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particular Bonds and premium, {f eny, and interast thereon,with respect to which such mong or Defeasance  Securities have

been soeat aside intrust. Until al Defeased Obligetions shal have becoma due and payeble the Paying Agent shdl perform
the servioss of Registrar for such Defeesed Obligations the same asif they had notbeen defeesad, and the District shdl make

proper arangements to provide end pey for such services as requirad by the Bond Order.

If money or Dfezsance Seurities have ben deposited or sdt sidle with the Paying Agent or en digible trust company or
commedd bank for the pasment of Bonds and such Bonds sha | nohave infact been actudly pad infull, no anendment of
the defeesance provisions of the Bond Order shdl bemerde without the consent of theregistered owner of exh Bord effected

thereby.

Relantion of Rights. To the extent that, upon the defessanoe of ey Ddfessed  Obligetion tobe paid & its meturity, the District
retans theright under Texas law tolster cal tha Defessed Obligation for redemption in accond ence with the provisions of the

orde athorizing its issuawe the Distid may cdl such Dedesad Obligdion for redamption upon complying with the
provigons of Texas lav avd upon the stisfation of the provtsis st forth above regandingsuch Defemserd Obligation a5
though It wes being defeeserd d the time of the exercise of the ofion toredeem the Defeased  Obligation end the effect of the
redamption is teken into eooount in detemining the sufficdiency of the provisions made for the paymet of the Defessed
Obligaion.

Inveddrrents. Any escrow egreemant o other instiment entered into between the District and the Paying Agent oran digible
trust compeny orcommerdd benk pursuant towhich money and/or Ddecsnce Seaurities ere held by the Paying Agent oran
digible trust company or commervid benk for the payment of Defeesed  Obligdions may contain provisions pemitting the
trvestment or ndnvestment of such moneys in Defessance Securities orthe substitution of other Dfesance Seourities upon
the sdisfaction of oxtan requirements. All income from such Dafesmos Seaurities recdved bythe Paying Aget oran
digible trust company or commerdd bank which isnot requickfor the payment of the Bonds and interest thereon, with
respect towhich such money has been 80 deposited, will beremitted to the Board of Directors.

For the purposes of thesa provisions, "Defeamice Seourities” memns (i) Federd  Securitie (i) noncdlable obligations of en
ggency or instrumentdity of theUnited Staes of America indudingobligations that ere unconditiond |y guaranteed or insured by
the egency orinstrumentdity and that, on the date theBoad of Directors adopts or gpproves proceedi ngs authorizing the issuace
of refunding bonds or otherwise provide for the funding of an esr to dffet the defeesanoe of the Bords ae reled as to
investment quaity by a nationdly recognized investment reting firm net less than "AAA" orits equivdent, and (jii) noncallede
obligations of a stete or & ggency or acounty, municipdity, or other paliticd subdivisionof a skte thet have been refunded and
thet, on the date the Boerd of Dinectors edoptsor epproves proceedings athorizing the issuance of rfunding bonds or otherwise
provides for the funding of en escrow toffet the defessance of the Bonds, ae raid as to investment quaity by a ndiondly
recognized investment reting firm nolessthen "AAA" oritsequivdert. For the purposes of these provisions, "Federd Searities”
meens direct, noncd labl ecbligetionsof the United Sates of America, ind udi ngobligetionsthet e unconditiond lyguaranteed by
the United Sates of America (indudinglnterest Strips of the Resol uti on Funding Corporetion).

Paying Agent

Frindpd of axd semiannud interest onthe Bonds will bepadby Wdls Fago Bank, NA., theinitid Paying Agent having its
office for payment in Austin, Texas. The paying Agaent must beathe abenk, trust company, finendd institution or other
entity duly qudified and legdly authorized to serve end paform theduties as paying agent and registrar for tha Bonds.

Provision ismaide Inthe Bord Order for theDistrict to replace the paying Agent by aresolution of the Digtrid giving noticato
the paying Agent of the teminaion of thegppointment, statingthe dfective date of the tamination and appointing asuccessor
Peying Agent. If the Paying Agent |s reptced by the Distridt, the new paying Agentshdl berequired toaccept the previous
Paying Agent's records and et inthe saacepadity asthe previous Paying Ageh Any sumessor pying egent/registrer
sdeted by the Distid shell besubirt to the same qudific2ion requirements & the Payving Aget. The suaoessor paying
gent/registrar, if eny, shal be dedamined by the Boad dDiredors and written notioe thereof, specifying the name end
eddress of such successor paying egent/regidrar will besent by the District othe suacessor paying egert/registrar to eech
registered owner by first-dess mal, postege prepad.

Record Date

The record dzte for payment of the interest on Bonds on eny reguirly scheduled Interest payment date is defined e dose of
business on the fifteanth (15™ dayof themonthiwhethepr nota busines day)precedinguchinterespaymentate.
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{ssuance of Additional Debt

The Digtrict may issue bonds necessay  toprovide those improvenents and fadilities fo which the District was cregted, with
the epprovd of the TCEQ, the City of Austin end, Inthe cese of bonds paysble from taxes, the District’s voters. Following the
Issuence of the Bonds, $25905,000 unlimited tax bonds athorizlyy the District's voters wll reman athorized but
unissued. In eddition, votars may athorize the issuance ofdditiond bonds or other contratud obligations secured by ad
vadoram taxes. The Distrid dso has the right to enter into certain other obligdions induding the issuance of revenue bonds
and notes, bond entidpation notes end tax anticipation notes whout voter gpprovd. Neither Texas law nor the Bond Order
imposes alimitation onthe amount of additiond bonds which may bdssued by the Digtrid. Any additiond bonds i ssued by
the District may dilute thesecurity of the Bonds. See “RISK FACTORS"

According tothe District’s engineer, after reimbursaments made with procseds of the Bonds, epproximatdy $847.277 which is

70% share of construction cost, will reman payable for funds advanced inconnection with the devd opment of property within

the Digrid (ss= "“THE DISTRICT - Higtoricd and Cument Saus of Devdopment™) . The District does not curmently
aticipate issuing the full principd amount of atthorized but unissued bonds ($25,905,000) but is legdly authorized to 80 do
upon the gpprovd of the TCEQ, the City of Austin and the Board of Directors.  The District does not amploy any formulawith
respect to essessed vdudtions, tex colletions or othewisdo limit the amourt of paity bonds which it may issue The
Issusnce of additiond bonds is subject gpprovd of the City ofAustin end the TCEQ pursuant to its nles regarding issuance

and fexibility of bonds. In eddition, futurechanges inhedth or environmenta reguletions could require the construction and
finandng of additiond improvements without any comesponding Increeses intaxeble vaue inthe Distrid.

Legal Investment and Eligibility to Secure Publlc Funds In Texas

Fursuant to Section 49.185 ofthe Water Code bonds, notes or other obligetions issued by a municipd utility district "shdl be
legd and athorized investments for dl banks, trust companies,building and loan associtions, savings end loan essod ations,
Insurance companies of dl kinds end types, fidudaies, end bstess, end for d! interest ad sinking funds and other public
funds of the Sde and dl agendes ubdivisions and instrumentditie of the Sde induding B counties, dties, towns
villages, achool distrids and dl other kinds and types of disticts, public agendies and bodies politic” Additiondly, Section

49186 ofthe Wata Code provides that bonds, notes or other obligetions issued by a municpd utilitydistrict are digible end

lawful security for @l deposits of public funds of the Saend dl ayencies, subdivisions and instrumertaities of the Steta

For palitica subdivisionsin Texaswhich have adopted investment policies and guiddines in abcordance with the Fublic Funds

Investment Act (Texas Goveanment Code, Chapter 2256), the Bondameay have tobe assigned ardting of not less then "A” or
Its equivdent esto investment qudity by a nationd reting agency before such obligations are digible investments for sinkin
funds and other publicfunds

The Distrid mskes no nepresentatio n thathe Bonds will be ecoeptable to banks, sdngs and loen assoddlons or public
entities for investmatt purposes or to secure deposits of publidunds. The District hes mardeno investigation of ather lavs,
reguidtions or investment criteia which might gpply to or ctherwise limit thavzilability of the Bonds for lrvestment or

oollaed purposes. Prospetive purchesas eeumged to cardully evdude the investment qudity of the Bonds and esto the
acoeptability of the Bonds for investment or collderd purposes. .

Speclfic Tax Covenants

Inthe Bond Order the Digtrict has covenanted with respact to, among other mates, the use of the proceads of the Bonds end
the manner finaed therewith by persons ather then stae or locd govemmentd units, and the manner inwhich the procesds
of the Bonds ere tobe invested. The District may ceese to camply with any such covenant if it hes received awritten opinion

of a nationdly recognized bond counsd to the effet tha regtibns or rulings heredfter  promulgated modify or expand
provisions of the Intema Revenue Code of 1986, esamended (the "Codd'), sotha such covenant isineffective oringppliceble

or compliance with such covenant edvarsely dfects the exemtion from federd Income taxetion of interest on the Bonds unde

Section 103 of the Code

Additional Covenants
The Distrit hes edditiondly covenantad inthe Bond Order thet it will kegmaxurdte records end acoounts and employ en

independent oertified public ecoountant to audit and report onits finendd dfadrs d thedose of exch fiscd year, such auditsto
bein aexcordence with eppliceblelar, nides and reguigtions and open to Inspection in theoffice of the Disgtrict.



Remadies InEvent of Default

The Bond Order provides that, in addition tod| other rights end remedies of any owneof Bonds provided by the lavs of the
Stae of Taws, intheevent the Digrict defaults inthe obszvance or performance of eny covenant inthe Bond Order Induding
payment when due of the principd of end interest on the Bonds, Registared Owners may spply for awrit of mandamus from a
court of competent jurisdiction requiring the Board of Directors or other officers of the District to obsarve or paform such
covenants.

The Bond Order provides no additiond remedies toa Registered Owner.  Spedifically, the Bond Order doesnot provide for en

appointment of a trustee to protect and enforoe the interests of the Registered Owners or for theacoderation  of meturity of the

Bonds upon the occumence of a defailt inthe District's oblifjans Consequently, the remedy of mandamus isa remedy
which may have tobe enforoed from yerr to yesr by the registered owners.

Unde Texss lav, no judgment obtaned eganst the District mey beenforoed by exeattion of @ levy sgeinst the District's
public purpose propaty. The Registered Owners themsd ves cennot foredose on propaty within the District or ad! property
within the Digtiat in order topey prindipd of oF interest on the Bonds. In addition, the eforceebility of the rights and
renedies of the Registered Owneas may belimited by federd bkruptoy laws or other @imilar lavs dfecting the rights of
creditors of politicd subdivisions. Sea"RISKK FACTORS - Benkruptoy Limitation to Registered Owners' Rights”.

Annexation

The District, & the time of its creetion, was loceted within élworporde limits of the City of Augtin.  In 1995, the Texzs
Legislature enated Section 43203 of the Texas Locd Govenment Code which dlows adistrict, such &5 the District, upon
petition tothe City, todter itsstaus of the land withinthe district from full purpose ennexation to limited purpose anneation.
The District petitioned the City of Austinon September 20, 1997 requesting the lend vithin the District be dtered from full
purpose ennexation tolimited purpose ennexaion. The City of Austin took noattion on such petition. Pursuant tothe etetute,
dte 80 days from the dae of the filing of the petition, the District was changed from full purpose annexation statustolinied
purpose gnexation. In limited purpose ennexed arees, acity may regulae for purposes of planning, 2oning, hedth and sdety,
but may not impose a vdorem taxes The dtertion of thennexation to limited purpose remans in effect for ten yeas,
beginning Januay 1of the year following the dae of the submission of the petition, unless the voters of the District have
gpproved dissolution through en dection. At the expiretion of the ten yeer period, the District may berestored tofull purpee
annexation d the option of the City, if the City egrees to sssume d obligations of the District thet would nommally beassumed
upon annexation and dissolutionof a district under Texas lav. See *THE DISTRICT - Gity of Austin Consent Agreement.”

Ove the pat few yeas, the City of Augtin hes successfully chelenged in court various bills approved by the Texss
Legidature which exempted certain watadistricts from verious dty controls induding land use and ennexation stdus. The

City has sssated thet such legidaion is unconstitutiond locd and specid lavs. To dae the City hes not teken any atioto
chdlenge the legdity of Sstion 43.203 of the Locd Government Code; however, should the City undertake such achdlenge

no essuranoss can begiven regarding the outcome of such litigetion or whether the Distrid may besubject to full purpose
annexetion by the Gity. In the evert 8tion 43.203 ofthe Locd Government Codeis dedaned uncongtitutiond, full purpose
anexdion of the District by the City may cause residents within the Distict to be subject to tacetion by the City end the
District and have an edverse impat onthemaketability of property withinthe Distridt.

Consolidation

A digtrict (such es the Digtrict) has the legd atthority to consolidde with other digtricts end, in connection therewith, to

provide for the oonsolidation of its waer and wastewder systemwith the water and westewaber gystem(s) of the distrid(s)

with which it is consolidating. The revenues of the oonsolidstd system may be pledged equely to dl first lien bonds of the

:thﬁolidaing distrids. No representdion is made that the Ditrit will consolidate its weter and wastewate system with any
district.

Alteration of Boundaries

In catan draumstanos, unde Texss [avthe Digtrict may dter its boundaies to: 1) upon satisfying certain conditions, anex
additiona teritory; end 2) exclude fend subject to tacation withinthe District that does not need to ulitize the servios dDistrid
fecilities If oertgin conditions e stisfiedinduding the District simuUtaneously ennexes leand of & leest equd vdue thamay be
precticebly served by Distriet facilities. Such |and substitutionis subject tothe spprova of the TCEQ. No representation ismade
conceming thelikdihoodthet theDistrict wouldefect eny change initsboundaries.
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Approval of Bonds

The Attomey Genard of Texas must gpprovethe legdity of the Bonds prior totheir ddivay. The Attomey Genad of Texas
does not pass upon or guarantee the qudity of the Bonds & an investment, nor does hepass upon the edequacy or eocurecy  of
the information contained inthis Offidd Statament.

No-Litigation Certificate

The District will fumnish to theInitid Purcheser acetificdte deted as of the date of delivary of the Bonds, executed by bah
the President and Sexday of the Boad, tothe effect thalo litigation of any nature has bemn flled oris then pending or
thredened, whetha in stde or feded courts, contesting diacking the Bonds, restraining or enjoining the issuance,
sxection orddivery of the Bonds, effecting the provisions made for the payment of or security for the Bonds; inany manner
questioning the authority or prooeedings for the Issuence, execution, or ddivery of the Bonds; or effecting the vdidity of the
Bonds.

NoMaterial Adverse Change

The obligetions of the Initid Purchaser to teke and pay for the Bonds, end of tie Distrid to ddiver the Bonds, ae subjet b
the condition thet, up to thetimeof ddivery of and receipt of payment for theBonds, there shd| have been nomaaid edverse
change inthe condition (finencid or athawise) of the District from thet set forth or contemplat ed in theOffidd Statement.

Amendments toBond Order

The Digrid may without the conset of or notios to ey registersd owners amend the Bond Owder in any maner not
detiimentd to the interest of the registered owners, induding the curing of an embiguity, inconsistency, or foma defet or
omission therdin. In addition,the District may, withthe written consent of the ownas of a mgority Inprindpd smount of the
Bonds then outstanding dfected thereby, amend, edd to, or rescind any of the provisions of the Bond Order, exoept that,
without the consent of the cwners of d! of the Bonds affedted, no such smendment, eddition, or rescission may (1) axdend the
time ortimes of payment ofthe prindipd of an interest onthe Bonds, reduce the principd amount thereof orthe rete of irterest
therein, change the plae orplacss &, orthecoin orcumrency inwhich, any Bond ortheinterest thereon ispaycble orin ay
otha way modify the tems of payment of the principal ofral interest on the Bonds, or (3) reducs the aggregde principd
amount of Bonds required for consent to anysuch amendment, addition, or rescission. In addition, astde consistatt with
federd lav, may within the exedise of its police poweas makeuch modifications in the teams and conditions of contrectud
covenats rd &ing tothe payment of indebtedness of its politicd subdivisions as areressonable and necessay for dta nment of

e important publicpurpose

BOOK-ENTRY-ONLY SYSTEM

This section describes how ownarship of the bonds isto betransferrad and how the prindipal of, pramium if any, and interest
on the Bonds are tobe peid to and credited by the Depository Tirst Cormpany while the Bonds are registarad inits nomined's
nama The information inthis section concarning DTC and the Book-Entry-Only System has been provided by DTC for usein
disclosure docurments such asthis Official Satamant. The Distrid bdisves the source of such Information to be rdiablg bt
takes no responsibility for the accuracy or completaness thereof.

The Distridt cannot and do not give any assurance the (1} DTC will disthite payments of debt savice on the Bands or
redenption or other notices, to DTC Participart, (2) DTC Partidpantsor others will digributedabt service payments paid to
DTC or its nominee (as the registarad ownar of the Bonds), aradarption or other notices, fothe Bendfidal Owners ar that
they will doso ona timdy bas's or {3} DTC will serve and edt fhe mannar described inthis Official Statemat. The
current rules applicabie to DTC are onfilewith the Scurities and Exchange Commission, and the current procedures of DTC
to be followed in deal/ing with DTC Partidpants areon file with DTG

The Depository Trust Company ("DTC"), New York, New York, wii at initidly & securities depository for the Bonds. The
Bonds will beissued asfully-registe red saurities registared inthe neame of Cede & Co. (DTCs patnership nomines) or such
other name & may be requested by en athorized nepresentdive of DTC. One fully registered oattificte will beissued for
exh maurity of the Bonds inthe gygregate prindpa amount of such meturity, and will bedeposited withDTC

DTC, the worlds lagest depository, is a limited-purpose trust compeny organized under the New York Banking Lav, a

"banking organizztion” within the meming of the Nev YoBaking Lav, amemba of the Fedad Resarve System, a
*dearing corporaion” within the meaning of the New Yoritniform Commerdid Code and @'deing egency™ negistersd
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pursuent tothe provisionsof Section 17A of the Securities Exchange Act of 1934. DTCholds end provides esset servidng for
over 2 million issues of U.S and non-U.S equity Issues, corpordte end municpa déot issues, end money marke Instruments
from over 85 countries thet DTC' s patidpants ("Diret Paticdpants’) depesit withDTC. DTC dso fedilitaes the post-trade
settleament anong Direct Patidpants of sdes and other sefties transations in deposited securities, through dectronic
computerized book-etry trensfes and pliges in Dired Patidpats acounts This dimindes the nexd for physicd
movemnent of securities catifictes. Diredt Patidpants indude both U.S and non-US securities brokers axd dedas, baks,
trust companies, deering corporetions, end certain other organizions. DTC isa whally-owned subsidiay of The Depository
Trust & Gering Corporgtion ((DTCCT). DTCC, intum, isowned by @ number of Dired Paticiparts of DTC and Mambers
of the Nationd Seowrities Qlering Corporation, Govemmant Sxourities Clearing Comporgtion, MBS Qlering Corporetion, end
Emaging Makets Cleing Corpordion, (NSCC, GSCC, MBSCC, end EMCC, dso subsidiaies of DTCC), aswel ssby the
New York Qock Exchange Inc, the American Stock Exchengel LC, and the Naiond Assoddion of Sxarities Deders, Inc
Acxess tothe DTC systan lsdso avalableto others such asboth U.S and non-U.S seaurities brokers end deders, banks, trust
companies, and deging corporetions tha dear through or martain acustodiad rdaionship with aDiredt Patidpat, ether
directly orindirectly {"Indirect Patidpants’). DTC has Standard & Poor's highestrating: AAA. The DTC Rules goplicable to
its Paticipants ae on filewith the Securities and Exchange Commissiorore informaion about DTC can be found &
www.dtec.oom.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will rece vea aedit for the
Bonds onDTCs reords.  The owneaship inteest of exh actud purchaser of exh Bond (Bendiidd Owna”) isintum tobe
recorded on the Diret end Indiredt Patidpants records.  Benefi dd Owners will not recdve written confimnation from DTC

of their purchasa  Benefidd Ownasae however, expetal toredive written confimations providing detdls of the
trensection, s well & periodic etdements of ther holdings, from the Dired or Indired Fatidpant through which the
Benefidd Owner entererd intothe trensaction.

Transfas of ownaship irterests in theBonds ae to be accomplished by entries nde on the bocks of Diredt or Indirect
Paticpats ading on behd! of Benefid Owners. Bendidd Ownes will noicdve cetifictes  represerting  ther
ownaship intenests in the Bonds, except inthe event tha use of the book-entry systam for the Bonds is di scontinued.

To fadlitete subsequent trensfers, &f Bonds deposited by Diret Paticipants withDTC are negistered in the name of DTCs
patnership nomines, Cede & Co., orsuch othe name esmay bequested by en anthorized represertdive of DTC. The
deposit of Bonds with DTC end ther registraion in the namef Cede & Co., or such other DTC nomines do not efect eny
“change inbeneficid ownership. DTC has noknowledge of tleactud Bendidd Ownars of the Bonds; DTC's records reflect
only theidentity of the Direct Participants to whose aooounts such Bonds &re credited, which may ormay not bethe Beneficd
Owners. The Paticipants will remain responsible for kesping acoount of their holdings on behdf of their customers.

Conveyance of notices and othe communictions by DTC to Dired Ratidpants, by Diret Patidpants to Indiredt
Peticipants, and by Diret Patidpantend Indirect Patidpants to Beneficid Owners will be govemed by amangements
anong them, subject toany statutory or regulatery requirements esmay bein dfet from timetotime Bendfidd Ownes of
Bonds may wish to tae certan steps to augment the transmissiorto them of notios of significant events with respedt to the
Bonds, such s5 redemptions, tenders, defaults, and proposad eamendments to the Security documents. For example Bendicd
Owners of Bonds may wish toescertain that the nominee holding the Bonds for thar benefit has egreed toobtein end transmit
notices to Benefidd Ownes. Inthe dtendive Benefidd Ownas may wish to provide their names and addresses to the
Paying Agent and request thet copies of notices beprovided dirediy tothem.

Redemption notices shdl besat to Cede & Co. if less than dl of the Bonds within ameturity ae being redesmed, DTC's
practice istodetemine by |ot the amountof the interest of exch Direct Participant in such maturityto beredesmed.

Neither DTC nor Cade & Co. will consent ovote with respet to the Bonds unless ghorizxd by a Diret Paticipant n
ecoordanoe with DTC's Procedures.  Underits usud procedures, DTC méls en Omrbus Proxy to the Distri s soon &
possible #fter the record dde The Omnibus Poxy essigns Cade & Co's consenting or voling rights to thosa Direct
Paticpats to whose axounts the Bonds ae orxlited on the rerd date (identifiad in a ligting atached to the Omnibus
Praxy).

Redemption proceeds, distributions end dividend payments onthe Bonds will bemade to Cade & Co., orsuch other nomines
asmade by en arthorized representative of DTC. DTC's practice Isto aredit Direct Perticipants’ eccounts upon DTC's reosipt
of funds end comesponding informetion fromthe District or the Paying Agent/Registrer, on peyeble ddte in eccordance with
their respective holdings shown on DTCs reords.  Paymentby Paticipants to Benefid d Ownes will be govemed by
standing instructions end customary prectices, es s the cae with securities hed for the eoounts of customers in beerar fom
or registerad [n "stret nama” and will bethe responsibilityof such Paticpant end not of DTC nor its nomines the Paying
Agert/Regigirer, or the District, subject to ay etdutory or reguidory requirements as may bein dfet from time totime
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Payment of redemption prooecds, distribtions end dividend payments to Cede 8Co. {or such other nominee es mey be
requested by en euthorizead representative of DTC) is the responsibility of thistid or the Paying Agent/Registrar,

disbursament of such payments to Direct Paticipants will bethe responsibility of DTC, and disbursement of such payments to

the Beneficid Owners will bethe responsibility of Direct and Indiret Ratldpants

DTC may discontinue providing Its services esdepository with repect tothe Bonds atmy time by giving ressonable noticeto
the Digtrict. Under such dirumstances, inthe event that asuccessor serities depository isnot obtaned, Bonds ere required
tobe primted and ddivered.

The Digrid may decide to discontinuamse of the system of book-entry trangfrs through DTC (or a successor sequrities
depository). In that event, Bonds will beprinted and delivered in acoordzn cewith the Bond Order.

Inreeding this Officid Statement it should beundastood that whilethe Bonds are inthe Book-Entry-Only System, rdfaences
inother sections of this Offidad Staement toregistared owners should bereed to indude the person for which the Patidpart
&quires & intarest inthe Bonds, but (i} dl rights of ownehip must beexertised through DTC end the Book-Entry-Only
Systam, end (li) exoxt ssdesibed ehove, notices that e tobagiven toregistered owners under the Bond Resolution will be
given only toDTC

The informetion inthis setion concaming DTC and DTC's book-entry systam hes been obtained from sources that the District
believes tobe rdizbla but the District takes no responsibility for the eccuracy thereof,

{The remainder of thia pege intationally felt Nank]
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USE AND DISTRIBUTION OF BOND PROCEEDS

The procesis of the Bonds will be used toaquire (1) water, wastewaer end drangge fadilities to save Soney Ridge Phase

A, Setions 1, 6A, 5Bend 6; (2) awastevda intaoeptor tosarve Stoney Ridge Phase B, (3) draingge failities to serve
Soney Ridge Phasa A, Setion 6; (4) to cepitdize epproximBe24 months' interest requirements on the Bonds; (5) to pay
devel oper intarest and (6) to pay certal n costs assod eed with theissuanceof the Bonds.

The presently estimated use and distributionof Bond procesds Is set forth below. Of the procesds tobe recsived from the sdleof
the Bonds, $2,335000 is etimaed to be required for oamilon costs axd $665000 is estimeated to be required for
nonconstruction costs induding $360,000 of capitdized interest (gppraximeately 24 months' interest & en estimated interest rdeof

6.00%).
ConstructioiCosts

A. Devdope Contributionitems

Soney Ridge, Phase A, Section 6
1. Waer, Wastewater and Drainage

Soney Ridge Phaso A, Section 5A
2. Wda, Wastevae end Dranage

Soney Ridge, Phesa A, Sction 5B
3. Wde, Wastewaer and Drainege

Soney Ridge Phse A, Sxtion 6
4, Drangge

Soney Ridge, Phese B, Saction 1
5 Wda, Wastevda end Dranage

6. Phese B Westewater Interceptor

7. Contingendies (10%of Items 5 & 6)

8. Enginesring/ Permitting )
Totd Devd oper Contributionltems

TOTAL CONSTRUCTION COSTS (77.8% of the BIR)

n-Co ctiofiosts:

Lega Fess (3%)
Finencdd Advisor Fess (2%)
Interest Costs
Cepitalized Interest (24 months @6.0%)
Devdopar  Interast
Bond Discount (3%)
Bond Issuance Cost
TCEQ Fee (025%)
Bond Applicati onReport
Contingency
TOTAL NON-CONSTRUCTION COSTS

TOTAL BOND ISSUE REQUIREMENT

0N

oNOO N

Total Amount

$ 377,035
$ 6845151
$ 435050
$ 20892
$1,179.757

20277

140,003

08,548
$ 333713

District'sShare

$ 263925

$ 451606

$ 304535

$ 20924

$ 825830

$ 154,194

98,002
215,984

$ 2335000

$ 2338000

$ 80,000
£0,000

360,000

90,000
30,000
7,500
27500
—0
$ 865,000

£.2.000.000

* Prdimireary, alject ocharga In its approval of imance of the Bonds, the TCEQ directed any aurplus bond proceeds reaultirg from the sdle of
theBorrs ata lower interedt rabe (then articipaied Inthe BodAppication) fobe shown asa contirgency line Item and be aubject o TCEQ nies

onarpgus bord funds



RISK FACTORS

General

The Bonds, which are obligations of the Distrid end are not obligaions of the State of Texas; Travis County, Texas, Austin,
Texas, oarany other palitice aubdivision, will besecured by a continuing direct ennud ad velorem teax, without legd limitation
as to rete or anount, on di taxsble propaty located within the District The uitimate security for payment of prindpd of and
interest on the Bonds depends on the ability ofhe District to collect from the propaty owners within the Distriat dl taxes
levied aganst the property, or in the event of foradosure  orthe vaue of the taxeble propaty with respect totaxes leviadby
the Digtrict end by othertaxing atherities. The collection by the Digtridt of ddinquent texes owed toit end the enforoement
by Registared Owners of the Distrid's obligetion to collet suffident taxes may bea costly and lengthy process. Furthamore
the Distrid canot and doenot meke avy representations that continued delopment of property  within the District will
accumulate ormaintain taxeble vaues suffident tojustify continued payment by property owners or thet there will bea market
for theproparty. See "Registered Owners Ramedies’ beow.

Factors Affecting Taxable Values and Tax Payments

Economic Factors and Interest Rates: A substantid percatage of the taxable vaue of the Distridt results from the cument
make vdue of singlefamily nesidencss and developed lots and will result from the market vaue of devdoped lots which ae
curertly being developed by SR Development ("SR or"SR Derdopment”) for the construction of primary residences.  The
maket vdue of such homes end lots is rdated to generd economic conditions sffecting thedemand for and taxable vdue of
residences. Demand for |ots of this type and the constructionof residentid dwelings thaeon can besignificatly affected by
fators such asinterest rtes, credit avalsbility, constructiorcosts, enargy avalability end the prospaity and demographic
charatarigtics of the uban center toward wich the maketing of lots isdirected. Deressed levds of construction edtivity
would tend {o restrict the growth of propesty vaues Inthe District or could adversdy impert such vadues

Intaest rdes and the avalsbility of midgage and devdopment fundng have a diret impad on the oonstrudiion adivity,
paticulaly short-tem interest rades & which devdopas anable to obtdn finanxing for devdopment costs  Lendas have
been sdective in recat yeers inmaking red  estale loans inthe Austin area because of the nggative impat tother red eslde
portfalios. Interest rete levds maydfect the ability of a landownar with undedeped property to undetzke end complete
construction activities within the District. Becarss of the numerous end changing factors effeting the avalability of funds,
the District isunzble to essess the futureava |ability of such funds for continued construdion within the District. 1h eddtion,
dthough locded approximetdy 8 miles fromthe centrd downtown busines district of the City of Austin, the success of
devdopment within the Digtrict and growth of Digtrit taxable propaty vaues ere to a gredt extent, afunction of the Austin
metropoliten anxd regiond economics.

Competition: The demand for end construction of singlefamily homesinthe Distridt, could beafected by competition from

othe residentid devdopments induding other residentid devdopments located in other utility districts locded nemr the
Distrid, maw of which have amore maure devdopment glus. In addition to compdition for new home sdes from other
devd opments, there are numerous previoudy-owned hormnes imnore estzblished neighborhoods doser to downtown Austin

that are for sda Such homes could represent additiona competition for new homes proposed to besold within theDistrict.

The competitive position of SR |nthe sde of devdoped lots ad in the construction of single-femily residentid houses within
the District is affected by most of the fators discussed in this section. Such acompetitive position Is directly rdaed the
growth and maintenance of taxable vaues inthe Digtridt and tex revenuesto bereceived by the Distict. The Distridt can give

no sssurance thet building end maketing programs Inthe Distrid by SR will beimplemented or, if implemented, will be
successful.

Devaloper Under No Obligation to the District' SR has informed the Board of Its curent plens to develop its |ots within the
Distrit for home construdtion by builders end that It hes no cument plens othawise to sl its land within the District.
However, SRis not obligated toimplemeant such plans onaty palicula schedule ord al. Thus, thefumishing of information

rdaed to the proposed devdopment by SR ehould nat be intepreted s such a commitment. The Distict mekes no
representation  ebout the probebility of dedopment continuing in a timdy manner orbout the ehility of SR, oreny other
subserjuent |andowner to whom such perties may adl dl or a portion of their holdings within the District, to Implement any
plan of devdopment. Furthemore, there isno restriction on SR's right toed! itslend. The District can meke no predictionas

to the effacts thet current or future economic or govemmest droumstances may have onary plans of SR Falure to
construct taxzble improvements on devdoped ids end falure of SR to devdop its land would restrid the rate of growth of
texsble velue inthe Digtrict. The District Isdso dependent upon SR(see "TAX DATA -PFindpd Taxpayas') for thetimdy



payment of e vaoram taxes, end the Digtridt cannet predict what the future finandial condition of SR will beor what effet, i
eny, such conditions may have onits ability topay taxes. See "THE DEVELOFER"

Full Purpose Annexation: Under oatan droumstances the District may besubjedt tofull purpose ennexaion by the City of
Austin which may casse nesidents within the District to be subject to taxation by the City end the Distrid and may have an
adverse impat onthe marketzbility of propaty withinthe District. See *THE BONDS — Annexation.”

Impact on District Tax Rates: Assuming no further devdopment or construction of taxable improvements, the veue of the
fand end improvernents cumently within theDistric will bethe mgor detaminant ofthe ehility or willingness of the Distridt
propaty ownas to pay ther taxes The 2004 essessed vaution of the Distridt is $43,835,386 and the Estimated Assessed
Vduaion es of Jnuay 1, 2005 is $48646782 (sco "FINANAL STATEMENT"). Afte issumoe of the Bonds, the
Pojected Maximum Annud Debt Servie Requirement will be $484921 (2011) andthe Pojected Avarage Annud Debt
Savice Requirement will be $415420 (2005through 2027, indudive). Assuming (1) no Incresse of decresse from the 2004
essessed valuaion, end (2) no use of fundson hand, atax rete of $1.17 per $100 assessad vaustion, & & 95% ool lection rae
would benecessary topay the Projected Maximum Annud Debt Savice Requirement of $484,.921, and atax rdte of $1.00 per
$100 assessed vdudtion @ a B5%oolledtion rae would be necessay to pathe Pojeted Average Annud Debt Service
Reywirament of $415420. The District’'s Edtimated Assessed Vdudtion esof January 1,2005 (3 $48,646,782. Basad upon the
sssumptions ebova atax rae of $1.05par $100 essessed vdudtion, & a 95% dbection end atax rete of $0.90 per $100
essessed vduetion, d a 95% oollection would benecessary  topay the Projected Maximurn Annud end the Projected Avergge
Annud Debt Savice Requirements respetivdy. The Diktt's 2004 debt savice tax rde is $0.5560 per $100 sssessad
vaugtion. Ses "PROJECTED DEBT SERVICE REQUIREMENTS' and "TAX DATA -Tax Adequery for Debt Sarvige”

Tax Collections and Foreclosure Remedles

The District hes aright tosesk judica foredosure ona tax lien, but such remedy may prove to be costly and timeconsuming
and, since the future market or ressle market, if any, of the tacable redl propaty withinthe Digtrict ig unosrtain, there can be no

essurance thet such property could besold end ddinquent texes pad. Registred Owners of the Bonds ae entitled under
Texas lav to a writ of mandamus to compd the District to perfem its obligations. Such remedy would have to be exerdsad

upcen exch separdle default end may prove cotly, time consuminpd diffiqult to enforce  Futhemore, thae isno trust
indenture ortrustes end dl {egd ations would have tobetaken onthe initiativedf, and befinanced by, Registered Ownarsto

enforce such ranedies. The rights and rnedies of the Registared Owners and theenforoesbility of the Bonds may dso be
limited by berkruptcy, reorganization and other sirilar lavs dfeting the enforcement of o editors’ rights generdly.

Registered Owners' Remedles

inthe evert of default in the payment of principd of or interet on the Bonds, the registered owners have the right to sek a
writ of mandamus, requiring the Digtrict tolevy adequde taxes eech yer to mekesuch payments. Except for mendamus, the
Bond Ordar does not spedficdly provide for ramedies to protect end enforce theinterest of the registaed ownes. There isno
axcelerdion of maurity of the Bonds intheevent of ddfault and, consequently, the remedy of mendzmus may have tobe rdied
upon from yeer to yeer.  Although the registered owners oould obtadn ajudgment ggaingt the Distridt, such ajudgment oould
not beenforced by direct levy and ecention againgt the Distrid's property. Further, the registened owners cannot themse ves
foreciose onpropaty within the Digtrict orsell property within the District inorder to pay the principd of end Interest othe
Bonds. The enforoeshility of the rights end ramedies of the gistered ownas may further bdimited by lavs rdding to
bankruptcy, reorganizzti onor other similerlavs of general goplication effecting the rights of aeditors of politica subdivisons
such esthe Distridt.

Bankruptcy Limitation to Reglstered Owners' Rights

The enforcesbility of the rights and ramedies of RegistirOwners may be limited by lavs rdaing to banknuptoy,
reorgani z4ion or other similar |avs of generd  epplication dfeding the rights of editors of paliticd subdivisionssuch asthe
District. Subject tothe requirements of Texas lav disaussed below, apolitica subdivision such astheDigtrict may voluntaily

file apetition for rdid from creditors under Chapter 9 of theFederd Bankruptcy Code, 11 USC sections 901-846. The filing

of such peition would astomdicdly stay the enforcement of Registered Ownas' remedies, induding mandamus end the
foredlosure of tex liens upon property withinthe Distridt discusserd ehove. The eutometic stay would ranain indfect until the
federd benkruptoy judge heing the case dimissad the petition, enters an order ganting relief from the stay or athewise
dlows greditors to procesd gginst the petitioning politicd subdiision. A politicd subdivision, such asthe District, may
qudify ssa debtor digible toproceed ina Chapter 9 case onlylifit (1) isspedficdly authori2ed tofife for fedad benknuptey
protetion by sppliceble stae taw, (2) (s insolvent or uneble tenedt Its dets esthey meatura (3) desires to effect aplan b
afjust such debts, end (4) has dther obtaned the agreemeat of or negotiate! In good fath with its oeditors or is unsble to
negoticte with Its creditors Bcause negotigtions ae impradicbla  Under Texa lav amunicipd utility district, such as the

2



Digtrid, must obtain the goprovel of the TCEQ asa conditi to eesking rdidf under the Federd Bankruptcy Code The
TCEQ isreuired toinvestigete the finandd condition of a finmdadly troubled district end authorize such district to proced
under federd benkruptoy law only if such district hes fully exercised itsrights end powers under Texas lawv and remans unzle
tomed itsdebtsend other cbligaions asthey mature

Notwithstanding noncomplianoe by a district with Texas law requirements, adistrict could file avoluntay benkruptcy petition
unda Chapter 9, thendby Involving the protedion of the astomatic stay until the benkrupty court, efter ahearing, dismisses
the petition. A federd bankruptcy ocourt isacouwrt of equity and fedard bankruptcy | udges have considarable discretion inthe
condudt of benkruptcy procesdings and in meking the decision of whether tgrant the pditioning distrid rdid from its
auditors. While such adedision might be gppliceble the concomitant dday end loss of remedies to the Registared Ownars
could potentidly end edversdy impar thevaue of the Registered Ownea's dam.

if a petitioning distrid wae dlowed to proceed voluntaily under Chapter 9 ofthe Federd  Banknuptcy Code it could file a
plan for en adjustment of its debts. If such aplan were confirmed by the banknuptoy oourt, it could, anong other things, affect
aRegistered Owna by reduding ordiminaing the anount of indebtedness, defaring or rearangi ng the debt service schedule,
reducing or diminaing the interest rete, modifying or ebrogaing collatard or security arangements, substituting (in wholeor
in pat) other securities, axd otherwise compromising and modifying the rights end remedies of the Registered Owner’s ddim
agdngt adistrict.

The Effect of the Financlal [nstitutions Act of 1989 on Tax Collections of the District

The "Finendd Institutions Reform, &ovay end Enforcement A of 1989°('FIRREA™), enxted on August 9, 1989,
contains oertain provisions which dfect thetimefor protesting property vauations, thefixing of tax liens, end the ool lection of
pendties end interest on ddingquent taceson red propaty owned by the Federal Deposit Insurance Corporetion {'FDIC')
when thefDIC isading esthe conserveior orrecdver of en insolvent finandd ingtitution.

Undar FIRREA red propaty hdd by the FDIC is till subject to ad vAdorem taxetion, but such &t states (i) tha no red
property of the FDIC shal besubject to foredosure or sdevithout the consent of the FDIC and noinvoluntary liens shdl
dtach to such propaty, (ii) the FDIC shdl not belisble for any pendties or fines, induding those arising from the falute

pay ay red or pasond propaty tax when due and (jii) notwithstanding feilure of a pason to chdlenge an gpprdsd in
aoordance  with gtade lav, sxhvaue shal bedetemined asof thepaiod for which such tax isimposed.

There hes bemn little judicid deteminaion of the vdidity of the provisions of FIRREA  or how they are to be construed and
reonciled with respect to confliding stadans, However, catdn recent federd cout derisions have held thet the FDIC is
not lieble for stdutory pendties and interest athorized by Sate propaty tax law, end tha dthough alien for taxes may aist
agdnst red propaty, such lien may ndbe foredosad without the consant of th FDIC, and no liens for pendties, fines,
inerest, atomeys fess, costs ofebstra and research fees edst gganst the red propaty for the feture of the FDIC or gprior
propaty owne topay advdorem taxes when due It isaonot known whether the FDIC will eitempt todam the AIRREA
exemptions asto the time for contesting vaugtions end taxsasssments made prior to and dia the enactment of ARREA.
Accordingly, tothe extent that the FIRRE A provisions are vdid and gpplicable to any property inthe Distrid, and tothe extent
that the FDIC dtempts to enforoe the same these provisions may dffect the timdiness of collection of taxes on propety, if
ay, owned by the FDIC inthe District, and may prevent the collection of pendties and interest on such taxes.

Marketabllity

The District has no undeastanding with the Initid Purcheser regarding the reoffeing yidds or prices of the Bonds end hes no
control over trading of the Bonds in the scondary market. Moreover, there is no ssurance that aseconday make will be
mede inthe Bonds. If there isa sconday maket, the difiece between the bid end asked price for the Bonds may be
gregter then the diffeence betveen the bid and eskad price of bonds of compeble mdunty and qudity issued by more
traditiond |ssuers es such bonds e more genardly bought, sold or traded In the secondary mark

Continulng Compliance with Certain Covenants

Falure of the District to comply with certain covenants contained in the Bond Order on a oontinuing besis prior tothe meturity
of the Bonds could result in Irtte‘est on the Bonds becoming taxable reroativey to the date of ongingd issuanca See "TAX
MATTERS"

Future Debt



The Didtrict resarves in the Bond Order the right to lssue the remdning $25905000 mthorized but unissued bords See
"ANANCIAL STATEMENT - Unlimited Tax BondsAuthorized but Unissued”, end such sdiditional bonds g5 may heredter

be gpproved by both the Board of Directors, the City of Austin and voters of the Digtrid. The Digrict has dso resaved the
right to issue ocatan othe additiond bonds, revenue bonds notes, spedd projed bonds, rdfunding bonds, end other
obligations described in the Bond Order.  All of the remdring $25905,000 bonds which have heretcfore been athorized by

the voters of the District mey beissued by the Digtrict, withthe approvd of ity of Austin and the TCEQ, from timetotime &
improvement needs erisa |f the Distric does lesue future bonds or other debt obligetions, such issuance oould incressa gross
debt/property va uetion ratios end might adversdy affect theinvestment security of the Bonds.

After rdmbursaments made with proceads from the Bonds, diz will be goproximady $847.277, which is 70% shars of
construction costs, but does not indude enginesing, aumently owed tothe deveopers for the devdopmett of the Wtilities
within the Distridt (see "THE DISTRICT Historicd and Cument Stus of Devdopment”) . The District does not anticipde
the issuance of the full pindpad amount of athorized but unissued bonds ($25,905,000) but is legdly athorized to do so
upon the epprovd of the TCEQ, the City of Augtin and the Board of Dirators.  Each future issue of bordds is intended to be
scld & the earliest practiccble date consistent with the mantenance of @ reesonable tax rete inthe District (sssuming projded
incresses in the vdue of tacsble propey made a the time of issuence of the bondsre acourate). The Distrid does not
aenploy ey formula with respect to essased vauations, tax collections or otherwise to limit the amount of edditiona bonds
which it may issue The issusnce of edditiond bonds issubject toepprove by the Commission pursuant toits rules regarding
issusnce &nd fessibility of bonds  In eddidi, future changes In hedth or ewbnmentad regulations could require the
construction and finandng of additiona improvemants without any comesponding increesss in taxable vaue in the District.
See "THE BONDS - lssuance of Additiond Delt".

THE DISTRICT
General

The Digtrict was crectad by order of the Texas Watar Commission, predecsssor to the TCEQ, adopted on June 17, 1987, ad a
confimation dedtion hdd within the Distict on November 3, 1887, end operdtes asamunicipel utility district pursuant tothe
provisions of Chepters 49 and 54 of the Texas Waea Code @mended, and other genad gtdutes of the Stte of Texas
gpplicable to munidpd Wlility districts.  The District is subject to the continuing supavision of the TCEQ and is localed
etirdy within the limited purposs unisdiction of the City of Austin.  (See "THE BONDS - Source of Payment and Security

for Payment”).

The Digtrict is empowaed, among other things, to purcheszonstruct, oparde and mantdn dl works, improvements,
fadlities and plats necesszy for the suppbnd distribution of wde; the oolléion, transportdion, &d tredment of
wastevde; and the control end diversion of som water, ThDlgtrict may issue bonds and otha forms of indebtedness to
purchesa or construct such fadlities. The Distid may dapravide pak end recredtional fadilities and aolid waste disposd
savices. If epproved by the votas and the TCEQ, the Disicly estzblish, operde and méntdn afire depatment,
independently or with one or more other consarvation and redamation distrids and provide such facilities end services to the
customars of the Digtrit. Effective September 13, 2003, Artide XVI, Sxtion 59 of the Texas Constitution and Chapter 49 of
the Water Code were amended toatthorize cartan districts, such asthe Distridt, toissue bonds, subject tovoter gpprova and
the gpproval of the TCEQ end the City of Austin, payable fromad vaorem taxes to pay for the deve opment and mai ntenance

of pak end recedtiond fedilities. The District hes not cdled en dection toauthorize bonds for such purpose but mqr consider
doing soin thefutura Ses *“THE BONDS — |ssuance of Additiond Debt".

The TCEQ exerises continuing supervisory jurisdidtion over the Digtrid. In order to obtain the consent for oredtion of the
Digtri¢t from the City of Austin, within whose extraaritorid Jurisdiction the propaty comprising the proposd wes locdted ta

the time the consent was requested, the District is required to cbsarve certdn requirements of the City of Austin which limit

the purposes for which the Distid may s€l bonds for Wpaisdton, construction, endimprovement of waterworks,
waxlavde, axl drangge fadlities require &provd by the City of Austin of Distric  oconstruction plans; and pemit
connections only to singlefamily lots end commercid or multfamily commercid plated reserveswhich have been epproved

by the Aanning Commission of the City of Austin. Constructionand operetion of the District's Wility system ("System") is
subject tothe reguiatory jurisdiction of additiond govenmentd agencies. See "THE SYSTEM "

Annexation

The Didrid, a the time of its cetion, was |ocdted within #oorporde limits of the City of Austin.  In 1997, pursuant to
Section 43203 of the Texas Locd GovemmentCode the District petitioned the City talter the sttus of lend within the
Digtrict from full purpese ennexaion tolimited purposs annexation. As aresult, land within theDistric can beregulaed for
purposes of planning, zoning and hedth end sddy, but isnot curmently subjct totexation by the City. Sea "THE BONDS —
Annexation” and “THE DISTRICT - City of Austin Consert Agreament.”

.



Management ofthe District
Board of Directors
The District is govemned by a board, consisting of five dinedbrs, which hes control over andmanagement supervision of al

dfdrs of the District. Directors’ termsare four yeers with dections held within the District on the first Sgturday in Man
arh even numbered year. Two of the directors Histed bdow reside withinthe Distridt.

Name Title Jerm Expirgs Lengthof Seryice
Chales H. Soott Fresi dent 2008 11 Yeas
Ann Cardll Vioce President 2006 TYeas
MichdleBdlin Sarday 2006 25Yexs
Gregory D. Sthroen Treasurer 2008 8Yeas
Seve Graves Asst. Sec/Tressurer 2008 8 Yeas
District Consulftants

Tax Assessor/Collector

Lend ad Improvements in the Digtid ae bang epprased by the Travis Centrd Appraisd Distid.  The Te
Assessor/Collet or |s gppointed by the Boad of Diretors of the Distrit. The Travis Courdy Tex Assessor/Collect or, Ms

Nedda Wedls Spers, cumantly serves the Digtrict inthis capadty under contrat. Ms Speers serves es Tax Assessor/Collet o
toaproximatdy 79 other spedid districts.

System Operator/Bookkee per

The District contrats with ECO Resources, Ine ("ECO") to save & operdor of the sawver systen end bookkeeper for the
Digrid. ECO saves ina sirilar ceparity for 62 other spedd digtridsinthe Austinaea

Auditor

Pena Swvayze & Compay, Inc pepared the Digtrict's audited fineancid statements for the ficd yer ended Sptember 30,
2004,

Engineer

The Digtrict's consuiting enginer is Sthroede EngineeringCompany (the "Enginesr”). Such fim eerves &5 consulting
anginex to 15 other spedid districts.

Financlal Advisor

Southwest Securities saves @& the Distid's finendd advisofthe “Finencid Advisor'). The fee for savicss rendersd in
connection with the lssuance of the Bonds is based on the perodesge of the Bonds actudly Issued, sold and ddivered and,
therefore, such fes iscontingent upon the sde end delivary othe Bonds. The Fnencid Advisor has been authorized through
an order of the Board to submit abid for thepurchase of the Bonds.

Bond Counsel

The Distridt has engaged MaoCall, Parkhurst & Horton LLP, Austin, Texas asBond Counsd inconnection with the issuance
of the Digtric's Bonds. The fess of Bond Counsd &e contingent upon the ede and delivery of the Bonds.

General Counsel



The Digrict employs Ambrust & Brown, LLP. ("A&B "} agenerd counsd. The fees of Generd Counsd rdated to the
issuance of the Bonds ae contingent upon the sde and deivay of the Bonds. A&B dso eds ascounsd to the Digtrict on
matters not rdaed to the igsuance of bonds end iscompenseted based ontime charges ixtudly incurred.

Location

The District is located In Travis County approximady eight miles south-southeast of Austin's centrd business district ad is
situatad eppraximady 1.5 miles south of Austin Bergstrom Intemnationd Airport. The District is comprised of approximately
80441 acres. Acoess tothe District isprovided by Interstate Highway 35 and Bureson Road viaElroy Road.

Historica! and Current Status of Development

The District wes crested by the Texas Weter Commission predecessor tothe Taxas Commission on Environmentd Quality, on
June 7, 1887 upon petition by Moords Crossing Joint Venture ("Moords Qrossing JV."), the origind devdoper and owner of
d! land within the Distrid. The District was origindly creded a5 anin-city municipd Wtility district (1.e, Insidethe dty limits
of the City of Austin). In 1885 and 1887, Moords Crossing ¥. constructed certain regiond water and westewatar facilities
axd devdoped Sections 1{115 lotg end 2 (43 lots) within the Distidt with water, westewaer end drainage failities; however,
underground utilities axd street paving wers incompleteend no houses weare constructed. Moords Crossing JV. subsequently
defauited onther devdopment 1oen from University Savings which was der teken ovear by the Resolution Trust Corpordion
('"RTC'). All devdopment ativity whin the Distrit cessed from 1887 until 1983n Aprl 1983, MC Joint Vaiture
purchasad goproximady 804 aces withirthe Distrid from the RTC. MC Joienture [s comprised of Willlan Geo.
Guraich, individuzly, end BCPatnership, aTexas generd partnership, comprised of two individud s, William Chambers and
Timethy Chambers. In ealy 1993, the City of Austin ennounced plans tomove the municipd amport from Robet Mudler to
the former site of the Bergstrom Air ForceBase located nexr the Distrid. MC Jant Venture ddayed eny devdopment activity
within the District until the Fead Avidion Administraion {"FAA") announc] the noise control zone and flight path. In
August, 1994 end April, 1996 the land induded in Section 1 (29 acres) and an additiond 179 exres was sold by MC Joint
Venture to 8R Devdopment, aSubchapter STexas Corpordion withWilliam Geo. Guresich esthe solediredtor end President.

In Jenuary 1995, the Boad of Directors of the Distrid voted to be demnnexed from the dity limits of the City of Austin
pursuant to the provisions of 8B 1396 pessed by the 72nd Texas Legisidure in 1995. In ide 1995 end eaxly 1996,
development  within the Digtrict was reingtituted by SR Devdopment and utilities end stredt paving were completed in Phase

A, Sections 1 (115 lots) end 2 (43 lots) end homes weenstructed in such sections ranging in price from $68,000 to
$120,000 with living ez ranging from 1,000 to 1,600 square feet, .

Srce tha time Phase A, Stions 3A (54 Iats), 3B (50 lats), 3C(40 lats) ,5A (62 lots), 5B (72 lots), and Section 6(58 st
and the dementay school sitehave been completed, sswdl as the and construction of undenground utilitiesand strest paving.
Home prices In Sations 3 end 6 range from $70,000 to $1200 axd range Insize from 1,000 to 1600 squae fed. In
Janugy 1998, MCJoint Venture sold 17 axres toDd Vdle Indgendent School District for andementary school, the 17 are
achool sitewas ennexed Intothe District on May 7, 1998, end the dementay school opened in theFdl of 1899

Snce 1995, atotd of 452 homes have been construded within the District esfollows: 20 homes In 1295, 85homes in 1996,
43 homes in 1997, 47 homes in 1998, 54 homes in 1999, 38 hones in 2000, 71 homss in 2001, 2 homes in 2002 and 82 in
2003, and 30in 2004.

Additiondly, the Developer hes Informed the District thet construction of utility fecilities to serve Phese B, Section 1 (354
axes, 175 pletted singlefamily lots) has been completed, indudig strest paving. The Devdoper has further represanted that

dl ] vt developed single family lots lozted inPhese A, Section 5B ae under contract of sde toMain @reat Builders
Ltd. "Man Sreet’), end the 175 single fanily iots locded in Phase B, Section 1 &re under contrect of sde to NuHome, a
division of Lenna. Sen *THE DEVELOFER -~ Lot Sdes Contracts”

The Developer has d%o Informed the District thet construction of utility facilities to save Phase B, Setion 2 (266 ecres)
{ocsted north of Elroy Roed isexpected to commence on or about and devdopment of such section iseqeded to
becomplae by The Devdopar hes stated tha the ramaining single family areege within the Distridt is expected

to be devdoped asfollows Phase C Setion 1 (28 axes150 lots);, Pheee D, Setion 1{466 ecres. 250 lots), Phase D,
Saction 2 (466 ares, 250 lots); Phase D, Section 3 (488 axes; 250 lots); and Phase E (176 axefl__lots). The District
mekes no representdtio nthet any further devdopment will ocour withinthe Digtrict orthat any furthe devd opment within the
District will beconsistent with existing devdopment with the District. See “THE DISTRICT — Future Deve cpment.”



Acoording to inforrnation provided by the Deveoper, the stauef devdopment within the Distridt es of April 1,2005 ises
follows:

A.Developed with Utility Facllitles

Land Use
Single Homes
Net Family Completed Under Vacant
Subdivision Acreage Qther Lots Homes Construction Loty
Moore's Crossing 287 115 115 0 0
Stoney Rldge, Phase A
Sadion 2 13 43 43 0
Setion 3A 121 54 5 0
Sstion 3B 122 50 50 0
Setion  3C 99 40 40 0
Stion S5A 124 62 62 Y
Section 58 142 72 35 2 35
Section 8 125 58 58 0 0
Sation 1 354 175 90 =0 Az5
Subtotal 1497 689 457 2 210
Dd Vale Schod 17,4 ®
Total Developed with Utiliy Facllitles 1658 669 487 2 210
B.Lots Platted, Utitity Facllities Under Construction
Stoney Ridge, Phaso B
Section 2(b) 2686 _0
Total Developed or Currently belng 1924 €69 457
Developed '
C.Undeveloped, But Developable Acreage {c)
Sngle Family 2117
Multifamily 340
Industrid (d) 1618
Retal 386
Other (g —18.4
Total Undeveloped, But Developable 4643
Acreage
TOTAL DEVELOPABLE ACREAGE 856.7

D. Undevelopable Actsage
Acreage Dedicated to City of Austin

Community Housing 70
Rerk 200
Emeageancy Madicd Saion 6.0
Waa Soragge Tank 58
FAood Aan and Consarvaion 1091

TOTAL UNDEVELOPABLE ACREAGE 1477
TOTAL ACREAGE 8044

(2} Dal Vlle {SD dementary edhoal, apened inthe Fal of 190,

(b) Accadng to SR Devdlcpment, comstruction of uility [féies to ssrve Phas B, Section 1 (patted es 175 sngle famitis) lis
spradmately [l 4 complete and isexpected tobe completsd by [IEE005.

{c) Represerts the current zering of the undeveloped bt developdrle acreage. The Didrict maks no represniztion thet ach areagewill be
Litimaialy developed according tothe land uses lisisd above,

{d The Teas Turpike Auhaity Dividon of the Texas Department of Trangortatio n (" TXDOT') is curatlly in doussion ket t
Develcpar to acqire right-of-way far Stale Highway 130, en gpedmatdy 49mile tumpike prgject, apation of which isegeded tobe
cordnuced within e boundries of the Didrict  The tming ofauch right-of-way acquistion and the amourt of acreege 0 beacquired 1
curertly uknowry, however, the Developer anticipaies sppradmatty 85-70 acres zaned for indusirial development may be acaind by
TXDOT. Stas Highway 130 isexpected 0 be completiad by December, 2007,

(6) The acreage was ariginally plated end approved by the City dudin as 01 angle family lols However, In 2001, the Citgf Auwdin
epaded its ndise conbor by three miles, which induded the 184 acres Acoording o the Develcper, the acreage is dill eliable,
however, the type of develcomernt is uncertain



Future Development

Approximatdy 165.8 ares of land loceted inthe Districdt have been deve oped vlvitha.itility fecilities asdescribed above under
"Higtoricd end Cument Satus of Devdopment” The nemdning spproximady 490.9 undevdoped but devdopable ares are
planned for edditiona singlefamily, multifamily, industrid or retd! devdopment usa

Although the gforementioned undeveoped 2cres may be deve opedin the future, the |andowners ae not obligaed to begin
devdopment. Aacordingly, the District makes no representati on that future devdopment will occur. S "RISK FACTORS -
Factors Affecting Taxable Vaues end Tax Payments” The Instigation of any new devdopment will bedependent on severd
fators induding, to a grest edent, thegenerd end other economic onditions which would effet eny party's ability to sdl
propety. If the undeveoped portion of the Ditrid Iseventudly devel oped, additions tothe Distrit’s weter, wastewater, and
dranage systems required tosevioe such undeve oped azeage may befinanced by future issues, if any, of the District'sbonds
ad devdoper contributions, If &y, & required by the EQ. The District's Enginer etimetes thet the $25.905,000
athorized bonds which remain unissued efiethe sde of the Bonds will be adequado finance the construction of such
facilities to provide savice fodl of the currently undeveloped portions of the Distrid. See "THE BONDS - Future Debt "

City of Austin Consent Agreement

Under stde lav the City of Austin isrequired togive its consat tothe aedtion of the Distrid. The vehide for this conset is
mordinence passed by the City Coundil ofthe Gity of Austin, which indudes the "Cregion Agreement” The following isa
summery of certdn tems and conditions of the Crestion Agreament (hereindfter defined), but it s not acomplele description
ad isqudified by reference tothe Creetion Agresment, copies of which are avdlable from the District.

By Passage of Ordinance No. 850206-N, the City of Austin grented its consent tothe cretion ofthe Digtrict. In the Cregtion
Agreement, & anended, the District egreed to issue bonds only for purposes épproved by the City of Austin. in the Cretion
Agreement, the City of Austin has contracted to provide rediwater and wastenvaer service tod! of the customers withinthe
Distrid.

The Credion Agreement provides tha exidevdoper will save as projed manegefor the construdtion of the fadilities
constituting the District's utility system and which are being funded by such devdoper. All of such fadilities will berevien ed
and epproved by the eppropride stete agencies and the City of Augtin prior to construction.

The Digtrict egrees that it will not senecustomers outside of its boundaries end tht it will not awnex edditiond land intothe
Disgtrict without the prior goprovd of the City of Austin. The Cretion Agreament dso provides tha the City of Austin shd|
not beligble for the falure toprovide water and wastewater service where tha fdlure results from conditions beyond the City
of Austin's control. In eddition, the City of Austin has the right to limit sarvice to the Digtrict on the same basis ad bot
same extent thet it fimitsservice to other customeas

The Digrid axd the City have agresdhd the City may anex end dissolve thistrict after 20 yers from the dde of
confirmation of creetion of the Digtridt. The Disgtrict was confirmed on November 3,1887. The City dso retdined the ability
toanex and dissolvethe Districtif & lexst 80% by dolla amount of the District facilities have not been constructed within1s
yeers from the dte of confirnaion of the Distdat cretigeovided, however, if construdtion of Digtrid  fadlities is
underway, annexation may bepostponed until construction is completed and thepurchase of the facilities is scoomplished.

The Credion Agreament furthe provides tha MC Joint Venterand its successor and assigns must dedicdte two separde
trects of five &ones eech to be used fo CQlty-sponsored low to moderde income owner cooupied housing. Additiondly, MC
Joint Venture hes agreed inthe Creetion Agresment to guarantes that 20% of the singlefamily lots it devdops will besold &
orbdow $13,760 subject to cartain cost adjustments.

The Digtrict end the City of Austin hee ggreed to cartan lend use controls, induding land use and density limitations for
property locded within the boundaies of the Distrid. Frior to devd opment, the land inthe Districd must be subdivided in
ecoordence with state lav avd City of Austinordinences. The Cretion Agreemat isfor aterm nottoexoeed 40yers



THE DEVELOPER
Role of a Developer

In generd, the ativities of a devdopa In a munidpd utility district, such as the Distrid, indude purchasing the land thin
the future district; petitioning for crection of the distrid; designing the devdopment; defining amarketing program; planngn
ad scheduling building schedules; securing necessay govemmeentd gpprovas end pemits for deveopment; aranging for the
construction of roads and the instd lation of utilities and drainage fadlities; end sdlling improved lotsor commedd reservesto
builders, other devdopers or third paties. Ordineily, thedevd oper pays one hundred percert (100%) of the oosts of paving
and anenity design end construction whitke utility distrid finances the costsf the waer supply end distribution,
wastewvder collection and tretment and dreinsge fadilities. However, the TCEQ may require the devdoper topay upto thity
peccent (30%) of the cost of catan waer distibution, wastester oollection and dranege fxilities. While adevdoper is
required by the TCEQ to pave stredts end generdly to pay aportion of the costs of utilities to be finanoed by the distrid, a
devdoper generdly |s unde no obligdtion to a district toundertske devdopment etivities with respect to other property It
owns within adistnd. Futhamorg thee Isno restriction ona devdoper's right tosdl eny ordl of the lend which the
devdopa owns within adistrict. In addition, the devdoper irdinerily the md or taxpayer withinthe district during the exly
gtages of devdopmet. The rdaive sucossor falure of a deveoper topeform inthe ebovedescribed caperities may affect

the abitity of a district to collect sufficient texes to pay debt service and retire bonds.

Description of the Developer

The owner of the property within the District which is undeveloped or under devel opment is SR Deveopment, aSubcheptar 8

Texas Corpordtion with William Gurasich esthe eole diretor end Presidet end MC Joint Venture comprised of William
Guresich, Individudly end BC Patneship, aTexzs genad patnaship, comprised of Willlan Chambers and  Timothy
Chambers, individudly )

InApril 1993, MC.Joint Vaiture purchased epproximatdy 784ares from the RTC which incduded dl undevdoped property,
Sertions 1 and 2which were patidly devdoped dong with certdn regiond waer sdwastewaa fedlities In August, 1994
and April, 1996 the land ind uded in Section 1and an additiond 178 acres were sold by MC Joint Vienture to SR Devel opment.
Asof October 1,2003, MCJoint Venture owns 456 net deveopable ares within the District aportion of which are arxrently
unda an gyriclturd exemption and epproaximedy 75 ayesre owned by SR Devdopmet. See "THE DISTRCT -
Higtoricd end Cument R2us of Deved opment.”

In 1988 Mr. Gurasich, the sole director ad President of SR Development plead guiltyto fedaral charges of conspiracy, mall
frad, fdse dams end money laundaing in connectionitwdleged impropa medicare end medicdd reimbursemants
recdved by a heedth cae compap for which Mr. Gurasich had served & aonsulteant and investor. Mr. Guresich pad
$1,050,987 in relitution end a $20,000 finend was santenced to 60 months proliion. Mr. Gurssich’'s probation waes
taminaed early dfective April 6,2003, diter serving 36 months.

Financing

Acquisition finanding for MC Joint Venture was funded by cash contributed by the joint ventura Acquisition finandng for SR
Devdopment was funded through notes (the “Notes’) frofR Devdopment to MC Joint Venture and a $600,000 cssh
payment. The Notes mature November 2, 2009 and April 23, 2009, respectively. &re subordinge to the devd opment finandng
loan, described herein, end eIl 2005 had prindpabdancss of § od I respectively.  Seurity
for thenotes ind udes proceeds from the sdeof (ots and &1 bond relmbursements.

According to the Devdopar, SR Devdopmat has six outstandig loans with Arst Stde Bank Catrd Texas rdded tothe
devd opment of projects withinthe Digtrid. According toFirst Sae Bank Centrd Texas the gtdusof the six loans asof Aph
15, 2005is as follows:



Loan

. Amount
Prolect Amountof Loan Type Loan Qutstanding  Pate
1.Fhase A, Sec 58 $200,000 Lineof Credit $18056923  &08/05 (a)
2.Phase A, Sc 58 23,000 Loen 3134687906  10/24/05 (b)
3.Wet Fond 1,189,600 Line of Crecdit B77,75066  12/28/05
4, Wet Pond/Sec 58 75,000 Line of Credit 7500000 50305 (c)
5. Phase B, Sec 1 2,840,000 Lineof Credit 184922553  12/28/05
6.Phase B, Sec 1 405,000 Lineof Credit 50.000.00 02/04/06
$5,6832,800 $3,346,042.38

(a) Origind meturity date of October, 2004 edended to August 8, 2005.
{(b) Origind meturity date of August, 2004 extended to October 24, 2005.
{c) Lo for payment of enginesring for wet pond and Phase A, Section 5B,

All of the ebove |oans are secured by a note from SRDeveopment end aDeed of Trust onthe Phasa A, Section 5B property in
the case of Loans 1, 2, 3 end 4; and anote from SR Devdopment and aDeed of Trust on Phase B, Setion 1 property in the
cese of Loens 5and 8. According to SR Devdopment, it isincompliance with dl mataid tams of the loan.

Inaidition tothe dbove loens, SRDevdopment hes two outstanding letters of credit rdaed tothe construction of the wet pond
and construction of utility facilities to seve Phase B, Setion 1. According to First State Bank Cantrd Texzs s of April 15
2005, the outdanding bdances of the leteas of geditae $278,020 (we pond) and $885651 (Fhase B, Setion 1),

respectively.
Devd opment loans for future sections induding Phese B, Section 2 have not yet bean obtained.

Lot Sales Contracts

SRDevdopment hss entared into Iot sddes contracts with Man S8edt, Ltd. ("Man Street™) with respect tothe 72 lots in Phase

A, Sxtion 5B. Mdn Sres isrequiredto teke down 72 lots inaccordance with thefollowing schedula 20 lots with 15days

of completion of construction of such tots, 14 lots withinthree months efter thefirst ot dosing, 151ots within six monthsafter

the first lot dosing, 14 lots within nine months aier the first 1ot dosing and the remander within 12 months of the fit |
dosing. Man Sret hes posted eamest money in connedion with the purchase of the lots and hess the right to spexific
pafomancs or tamingion of the contract inthe evat of adailt by SR Devdopmant. Inthe event of default under the
contract by Main Srect, SRDevdopment can canod the contrect end retan the eemest money esdamagss or enforce spedific
paformance of the takedown schedule -

Additiondly, the Devdopar hes entered into alot sdes amt with Lenna Homes of Texas Lend and Construction Ltd.
{"Lenna”) for thepurchzese of one haf of the lots(159 lots) in Phase B, Sation 1, (63.9 acres, 318 singlefamilylots). Pursuant to
such contrat, Lennar hes ggrexd to purchese the 159 |ats within the following tekedown; 33 lots within 10 days following the
substantid completion date of the lots and 23 lots every 80 daytheredfta. Lenner has &80 posted eamest money in connection
with the purchase of the lots and hes theright to specific paformance or taminstion of the contrat intheevent of adefault by SR
Deve cpment. inthe event of ddfault under the contract by Lennar, SR Devd opment can ¢anod the contrat and retain theearmnest
money s damages or extend thetimefor paformanceas mutud |y agreed to by thepaties.

Discussions are ongoing with Man Sreet regarding execution of a lot sdes contract for the other 159 lotswithin Phass B, Sction
1. Lenna has dso executed alot sdes contrat for one hdf of the lots (75 lots) inPhase C Section 1(28 acres, 150 iotwjitha
tekedown scheduleidentical tothet of Phase B, Saction 1.

THE SYSTEM
General
The District derives its entire weter supply end wastewaer treetment services from the City of Austin (the "City" or"Austin")
pursuant to the tams of the Agresment Conceming Cregtion md Opearation of Moords Crossing Municipd Utility Digtrict

{the "Creetion Agreament. Under the tems of the Cretidgreament, the City sgreesto provide potdble wae and
westeveter trestment capecity inan emount edequete to service the Digtrict & ultimate devd opment.

X



The proceexis of the Bonds will be used toaoquire {1) weter, wistewdta axd dranage fedilities to save Stoney Ridga Phese
A, Sctions 1, 5A, 5B end 6 (epproximetdy 67.3 ares) nd Stoney Ridge Fhase B, Sxtion 1, and (2) awadtewdter
interceptor to serve Stoney Ridge, Phase B (spproximatdy 64 acres).  All of the utility fecilities have been designed tobe in
conformity with the requinements of the City of Austin, Travis County, and the Commission.

Water Supply and Distrlbution

The District recdives its entire potable water supply from Austisvhich, in tum, obtans wate from thres locations dong the
Colorado River. The primay source of potzble weter for the Distridt isthe City's Cenird Pressure Zone through the Moorg s
Crossing Trensmission Man end Resarvoir which isowned and operated by the City of Austin. The City hes egreed toprovide
the District withwater capadity suffident to serve 3,855 living unit equive ents.

Wastewater Collectionand Treatment

Wastewater tresment service for the District is provided by the City's South Austin Regiond Wastewate Trestment Alant (the
"Tredmert Aat”). The Tredment Fant hes apemitied capadty of 50 million gdlons per day "mgd”) and hes been sized to
savice the emtire Saughter Crede  drainggeren, in which the Distrid is locaed, & ultimate development. Cument flows
through the Trestment Flart e epproximeatdy 33 mgd.

. 100 Year Flood Plain

Aocording to the Digtridt's Enginesr epproximatdy 100 ecres of undevdoped land within the District se located within the
100-yeax flood plan. .

Water and Wastewater Operations
Rate and Fee Schedule — Table1

District reta| service responsibilities are handled by the City of Austin pursuant tothe Consent Agreement. The City of Austin

provides water end wastawater service to utility customers within the District end changes rates equd tothe cumrent retes setby

the City of Austin for reta| weter and sewer sarvica Such retes are axpedted to be changed from timetotimeby the City. The

City of Audtin is responsible for mantzining and opedinghe Systen. Effedtive October 20, 1998, the Distric began

uDalle:tir;g certan {3 fees from builders (waer and waslewder {ep fees & $150.00 pear Fee Unit for service to lots within the
istrict. .

[The remainder of thispage intetionally it biank]
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Waterworks and Sewer System Operating Statement — Table 2

The following stetement aets forth in condensed form thehistorcd resuits of operdtion of the District sweter end sever sysemes
of September 30 of the following years. Such summay has besrpreparsd by the Financid Advisor for indusion herein, based
upon informetion obta ned from the District's audited finandid statements. Reference |8 made to such statemants for furtherrel
more compleleinformetion.

Elscal¥garEpdedSeptembeB0 {a)

2004 2003 2002 2001 2000

REVENUES '
Property Ta« Revenue $ 183306 $ 143318 3 91603 % 95106 $ 53,608
Tep Fees 8,100 18,000 600 24,000 7,800
Interest 1,646 111 1,011 3175 1,723
Opading transfers in [<1a]0} - - - -
TOTAL REVENUE $ 193941 §$ 162430 § 83214 $ 122280 § 63,131
EXPENSES
Repdrs end mantenanoe $ 24,908 $ 18078 13296 §$ 8400 $ 2182
Chemicds 14,735 14,021 20,557 13,832 " 7310
Utilities'td ephone 2605 2374 2278 2498 6,183
Security Lights 5812 5112 4,049 3,896 3653
Lendscepe expense 18,388 16428 20447 16425 8,500
Inspection fees - - - - -
Director fees end rdated

payroll expenses 8,847 7,105 8258 5,360 5498
Management servioas 4,400 4,400 4,400 4,400 4,300
Legd fees 23,302 19442 15717 19,128 14137
Enginesring fees 9244 7.380 6,482 8,176 4249
Audit fees 7,500 6,557 6,552 7.740 6,500
Tax gpprasd/oollection 1,024 959 659 699 387
Other consulting fees - 1533 581 472 1310
Insurance 2009 1,609 1,891 1,896 1,854
Interest - - - - -
Misodaneous 2,705 - 2458 1275 2,313
Capitd Outlay - - - - 1,000
TOTAL EXPENSES $ 125 567 $ 107331 § 107625 § 85197 $ 69,386
ERE&E:SUE /EXPENSES 3 Baa75 §__ 55099 8 (1441 $ 27083 & _ (8255
@ Auditad,



PROJECTED DEBT BERVICE REQUIREMENTS -TABLE 3
MOOCRE'S CROSSING MUNICIPAL UTILITY DISTRICT

$3.000000

Unlimited Tax Bonds, Berles 2008
|ssue Datad: June 1,2008
First Interest Payment Due: September 1,2008

Sorles 2005 Projectad
Yur Cutstanding Bonde Principal
Ending Principal Inforet Princlpal Intereat * ad Dabt Sorvica
31-Dec  {Dued/01) (Duoam_l {Due 9/01) Total  (Due9/01) (Due3/01} (DueB/01) Total Interest
TS s 97204 738 73534 231478 8 60000 - 0125 43125 103,125 334,501
2008 101341 80,038 838096 245075 85,000 84,525 B4 525 160,050 234,050 478,126
2007 120000 5023 50,238 238478 70,000 82,858 B2p50 185313 235313 473780
2008 120,000 57478 STATS 234,956 75,000 80,644 B0EA4 161288 230,288 471244
2009 125000 55564 55,568 236,106 80,000 78,488 76,488 156,975 29975 472171
2010 130,000 53409 53458 236,008 85000 76,188 76,188 152375 2271375 474371
2011 145,000 51217 61217 24TAM 90,000 72744 73.744 147488 237488 484821
2012 155000 48554 48,554 252,108 00,000 1,156 71,158 142313 232313 484421
2013 155,000 45536 45538 246,072 95,000 8,560 83,560 137138 222,138 478200
2014 185,000 42368 42,308 230,708 100,000 85,830 8583 131678 221875 4714T
2018 155,000 30,111 30,11 22 110,000 62963 82983 125925 225925 460,148
2018 185000 35,067 35967 236334 115,000 50,800 50,800 119,800 234 800 470534
2017 180,000 31283 31,883 243706 120,000 58,404 56,494 112888 232 988 478753
2018 185,000 Z7e0 21803 240,208 125,000 53,044 55,044 106,088 231068 471203
2019 20,000 2,115 23115 128230 135,000 49,450 49450 96,900 223,900 360,130
2020 85000 21,113 21115 127,230 140,000 45,560 45,560 1,138 231138 358,28
2021 85,000 18,960 18989 12938 150,000 41,544 41544 83088 221088 356,025
2022 95,000 18,801 18,801 128502 155,000 3r.231 72 74,463 229463 358,085
2023 100,000 14379 14378 128,758 165,000 32,775 32775 85550 230,550 350,308
2024 105,000 11,804 11,804 128808 175,000 28,031 28,021 56063 231063 356870
2025 110,000 8,100 9,100 128,200 185,000 23,000 23000 48,000 231,000 359200
2026 115,000 8240 8240 127480 195,000 17,881 17881 3563 230,363 357 843
2027 mooo 3.250 3.250 131500 zoaooo 12,075 12075 24,150 220,150 380850
2028 8.181 9,181 12383 _ 227.363 227,383
muﬂ m mm 4511058 um J2T84 1250760 @ 2453413 4842 £070070

* Interest estimated at 3.50% soldy for purposes of Itlusiration,

Roqui



FINANCIAL STATEMENT
{Unaudited es of January 1, 2005)
Assessed Value - Tabled

2004 ABSESSE VEUBION. .. . ..uvn oottt st i e cre s re s ar g ste s st can e eereans $ 43835386 (a
Estimated Assessed Va uztion as of Jenuay 1, 2005........ ~$ 48646782 (b)
Gross Debt Outstanding (after i ssusnoe of the Bonds) $ 588854620
Retio of Gross Debt to 2004 Assessed Vi ugtion....... . 1343%

Ratio of Gross Debt to Estimeted Assessed
Vauaionasof Jenuary 1,2005........ 1210%

Areaof Digrid; 8044 acres
Estimated 2004 District Populgion: 1477 (©

&) Ascertified by the Travis Certral Appraisal Didrict ("TCAD"). See"TAXING PROCEDURES”
(b) Asestimasd by TCAD mof Jruay 1, 2005 md IsInduded solely for the purpoees of Hlusiration. Such amount refleds an estimete of thetaxable value
within the District and Is subject o reviev and change by TCAD. No tex will belevied onsuch avount unless itis omtified iy TCAD. S “TAXING

PROCEDURES"
(©) Asd Jnary 1, 205 bassdon35 residents per completed single family comnection

Unlimited Tax Bonds Authorized but Unissued — Table 5

Date Vote Issued
Authorization For  Against Burpose Authorized fo Date Unissued
11/0¥/87 3 ) Wdea,  Smitay

Sewve & Drangge $32,000000 $6,095000(¢f $25,905,000
{8) Includs the Bocs
Outstanding Bonds — Table 8

A. New Money Issues:

Date of Original Amount Qutstanding

Issue Serjes Amount J0/01/04

12/01/98 1998 $1,425,000 $ -0-(3

10/01/03 2003 1,670,000 1,835,000.00

06/01/05 2005 3,000,000 3.000,000.0()

Total e $6,095 000 §4 635 000 00
B. Refunding Bonds:

31/04 2004 $1,32495945 $1253 541590
TOTAL OUSTANDING BONDS 35888 54620
(a)Refurced by the Series 204 Refundrg Bonds
{b) The Bondks



Cash and Investment Balances (Unaudited as of Decomber 31,2004)- Table?

Opeaing Fund e sevoed $ 385362
Dbt SEVIOBFUNA ...t vemee st et svecme e eese s e seeseseesesmmmseseea st s smmn $ 574227

{a) Doas nat indude m:ra&mdﬂy $345000 capitdized interest Biuded inthe proceeds of the Bods  Neither Tedas law nothe Bond Order
recuires the District to maintsin eny perticuler sum inthe Debt Service Fund.

Investment Authority and Investment Practices of the District

Under Texas law, the District is authorized to invest In (1) oligations of the United Staes orits sgendes and instrumentdties,
induding letters of credit; {2) direct obligtions of the Rde of Texas or its egendes end instrumentdities; (3) coll e
mortgage obligationsdirectly issued by a federd agency orinstrumentaity of the United Sides, the underlying security for which
is guaranteed by en egency or instnumentdity of the United Sdes; (4) other abligations, the principd and Interest of whith
guaatexd or Insured by or becked by the full fath end oreditf, the State of Texas orthe Ulted Sdes or thdr respective
sgendes and instrumantditie; (5) obligdionsof states, agendies, counties, dties, and other politica subdivisionsof any gaeraad
& to investment qudity by a nationdly ecognized investment reting fim not less than A or its equivaent; (6) bonds tssued,
assumed or guaratecd by the State of larad; (7) oatificates of deposit that are issued by a state or ntiond bank domidledn the
Sde of Taus, asvings bank domidledintheStae of Texs, orastdeorfeded credit union domidiedintheQae of Texas ed
&e guaantesd or Insured by the Federd Deposit Insuranos Corporation or the Nationd Credit Union Share Insuranoe Fund, orare
secured asto principd by obligationsdescribed in dauses (1) through (6) orin any other manner end amount provided by lav fr
Didrict deposits, (8) fully oolldedizedepurchase agreements thd have a definéteminetion ddq ae fully secured by
obligdions destribed indasse (1), exd are placad through aprimary govemment securities dedear ora finandd institutionabing
business In the S2a of Texas, (9) efective September 1,2003, securities lending programs I (1) the securities loened under the
program ae collaterdized, aloen made under the program dlows for tamingtion a any timeand aloen made under the program
isdther secured by (8 obligetionsthat are desaribed in ciauses (1) through (6) ebove (b) imevocable letters of aedit issed by a
stde or ndiond bank thet s continuously reted by a ndtiondigcognized investment reting firm & not less than A or its
aquivdent or () cesh invested in obligtionsdescribed in dauses (1) through (6) &ove deusss (11) through {13) beow, oren
athorized investrent podl; (ii) securities hdd a6 colldad under aloan ae pledged tothe Gty and hdd intheCity's name (iil) a
loan mede under the program s placed tugh dther aprimay govemment securitisdeder or a finawdd institution doing
business inthe Sae of Tedas ad (iv) the gyrement to lend securities hes atam of one yexr orless, (10) catan bankers
aceptancss with the remaning tam of 270 dgrsor less, 1f the short-team obligations of the axepting bank or its parent ererated
d leext A-1 or A1 orthe equivaent by & leest one nationdly recognized credit reting egency, (11) commerdid paper with a steted
meturity of 270 days orless thet israed a lesst A-1 or P11 orthe equivdent by either (2 two nationally recognized creditrating
agendies or {b) one netionaly recognizad credit reting egency Ifthepapear isfully secured by an imevoceble | dter of creditissued
by aUS or staa benk, (12) noHoad mong make mutua funds registered with ad regulated by the Sxarities and Exchange
Commissiontha have addla weighted average stated maturity of 80 days orless end indude intheir investment objectives th
md ntenance of a steble net asset vaue off1 for eech share and (13) nodoad mutudunds registered with the Seaurities end
Exchenge Commissionthet have an averege weghted maturity of less then two years, invest exdusivdy |n obligations described
in the this paragreph, end &re continuous! yrated a8 to Investment quaity by & kst one nationd ly recognized investment rating
firm of not 1ess than AAA orits equivdent In addition, bond proceeds may beinvestedin guarantesd Investment contracts the
have adefined temingion date and are sared by obligations, induding | ettars of anadit, of the United Siates orits agendesend
instrumentd itiein an anount d lest equd totheamount of bond proceeds i nvestert under such contract, other then theprohibited
cbligetionsdescribed inthened succesding paregraph. ,

The Digtric mey Invest in such obligtions directly or through govemment investment pools tha invest soldy inm
obligations provided tha the pools ae raed no lowa tlAA or AAAm or an equivdet by ¢ lesst one naiondly
recognized reting servica. The District may dso oontrat withan investment management firm negistered under the [nvestment
Advisas Ad of 1940 (15 USC  Section B0 e sag) or with the Sate Securities Board to provide for the investment end
manegemett of its public funds or other éinds under Its control for atam up to twyeas, but the District redns ultimde
responsibility &s fiduday of its essets In order {0 renew  or extend such a contact, the Distrid mustdo so by order,
ordinance, or resolution. The District is specificaly prohibited from investing in: (1) obligations whose payment represents
the coupon payments on the cutstanding principd baance of tie undelying mortgegebacked senurity collaerd end pays no
principd; (2) obligations whose payment represents the pricipd stream of cash flow from the underlying mortgage-backed
sexurity and bears nointerest; (3) colleterdized mortgage obligetions that have aststed find maturity of greter than 10yers;
ad (4) collaardized mortgege obligations the interest rete ofvhich is detemined by aen index that adjusts opposite to the
changes ina maket index.

Under Texas law, the District is requirad to invest its funds under written investment policies thet primarily emphesize sty
of principd end liquidity; tha address investment diversifiction, yidd, maurity, and the quaity and capability of investrent



manzgement; and thet indude alist of athorized investments for Digtrict funds, the maximum dlowsble stted maturity of
any individud investment axd the maximum average dolia-weighted maurity dlowed for pooled fund groups. All District
funds must beinvested consistent withaformaly adopted "Investment Srtegy Satement” tha specificdly eddresses exch
fund's Investment. Each Investment Stretegy Satement will descaribe its objecties conceming: (1) suitebility of investment
type (2) presvaion and sfety of pringd, (3) liquidity, (4) maketability of exchinvestment, (5) divesifiction of the
portfolio, and (6) yidd.

Under Texss law, the Diststisrts must bemeade "with judgment Bd cre under prevaling circumstances, thd a
pason of prudence,  disoetion, end intdligence would exerdse in the management of the peason's own affdrs, not for
speculation, but for investmat considaing the probeble sefdyf cepitd and the probable income to be daived” At least
quatealy the Distid's investment officars must submit an Investmatt report to the Boad of Directors detaling: (1) the
investment position of the Distrid, (2) tha d! investment officas jointly prepared end signed the report, (3) the beginning
make vaue and any additions snd changes to make Jae and the ending vaue of exch pooled fund group, {4) the book
velue and make vdue of eech separatdy listed esse @ thebeginning and end of thereporting period, (5) the meturity dataof

exh spadtdy invested esset, (Glhe aooount o fund o pooled fund group foevhich exh individud investment was
axuired, and (7) the compliae of the investment portfolio 2 rddes to: (8 adopted investment sirtegies and (b) Texas

lav. Noperson may Invest Digtrict funds without express written austhority from the Board of Directors.

Under Texas law, the District is additionaly required to: (1) annudly review its adopted polides and stretegies, (2) require eny
investmant officers with persond business rdaionships or femily rdgionships with firms sesking to sdl seaurities to the
Distrit to disclose the rdationship and file astdemant with the Texas Ethica Commission end the Digtridt, (3) recquire the
registered principd of firms seeking to sdl securities tothe District to: (8 recdiveand review the District's investment policy,

{b) aknowledge tha rexsondble controls and prooedures have bean implemented to predude imprudent |nvestment activities,

ad (d) deiver awritten stetament ettesting tothese requirements; (4) inconjunction with itseanud finendd auxdit, paforma
complience audit of the manggement controls on investments endrdherence to the District's hvestment policy, (5) restrict
reverse repurchase ggreements to not more then 90 days end restict the investment of revarse repurchese agreement funds to

no greter than the tarm of the reverse repurchese egreetment, (6) restrict the investment (n nonmoney meke mutud fundsin
the sggregate tono more then 15% of theDisgtrict's monthly average fund bdaa exduding bond proceads and reserves and
other funds held for debt eervice end (Tyrequire locd govenment investmet pools toconform to the new disdosurg rting,

na assd velua, yidd cdaulation, end advisory board requirements.

Current [nvestments — Table8

The District & Decstmber 31, 2004isinvested in TexPool, epublicfunds investment podl. This investment portfolic isgenerdly
represantaive of the District's investment pratioes. Stde lav requires the District to mark its investmantsto maket pricesch

cdendar quate and upon the condusion of eech fiscd yeer, for the purpose obompliance with epplichle axounting policies
concaming thecontents of the District'saudited finandid stements.

Markat Valus ascf
Decarnber 31, 2004

Teqpod $376,60048

[The ramaindsr of ts page Infertionally 1t blank]



Estimated Overlapping Debt Statement

Other govemimentd entities whoseboundiries ovalap the Ditrict have outstanding bonds payeble from ad vdorem taxes. The
following staement of diret end estimeted ovalepping ad veiem tax debt was devdoped, unless othewise indicgted, from
tnformation contained inthe "Texas Munidpd Reports” publishdby the Munidpa Advisory Council of Texss. Exoept for the
emount reeting tothe District, theDistrict hes not independentlyverified the eocuracy or completeness of such information,and
no person is entitled to rdy upon such [nformetion 28 being eccurte or completea Furthermore, cartain of the antitieslistedbdow
may haveissued additiond bondssinoa thedates stated inthistable and such entiti esmay have programs requiring theissuanceof
substantid anounts of additiond bonds, the amount of which ot be determined.  Political aubdivisions ovarlgoping the
Digtrict are athorized by Texas tav to levy eand oottect ed vdoram taefor operetion, mantenace end/or generd  revenue
purposes in edditionto taxes for payment of their debt, and someare presently levyingand ool lecting such taxes.

Amount

Debt Overlpg. Overlpg.
- TaxingBody _Amount_ —Asof Debt Debt
Travis County $167.822585 4/505 0072% $ 135443
Dd Valelndependent School District 2495,000 4505 -
Travis County Emegency Savices DistrictNo. 8 (2 4/5/05 @ —_—a)
TOTALESTIMATEDDVERLAPPINGNETDEBT $187 047
Moore 'sCrossingMunicipdltility District (b) $58688,548 4/5/05 $5 83384m0%
TOTAL ESTIMATED DIRECT AND OVERLAPANG NET DEBT $6.075 593
Retio of Direct end Overlapping Net Debt to 2004 Assessed Vdugtion 13.86%
Retio of Dirert and Overtapping Net Debt to A ssessed Ve uetion as of Jenuary 1, 2005 124%%

(¢ Hasnodett outandry andlevies amainiengoe tax arly.
(t) Induesthe Banda Ses“FINANCIAL STATEMENT -Oustandng Bonds”

Overlapping Taxes for 2004

2004 Tax Rate
Per $100
erlappingn Assessddluation Averaqdax Bill(a)
Travis County . $04872 $ 50573
Dd Vdle Independent School Digtrict 1.8083 1,875.01
Travis County Emergency Savices
District No. 8 0.0790 5201
TheDistric 0.7300 787,77
Totd §31025 $322052
(a) Basedupon asnge family home with an average essesscd valua of $103,804,
_ TAX DATA
Classification of Assessed Valuation (a) — Tabled
2004 2003 2002
Iype of Property Amount % Amount % Amount %
Red Estate Sngle Family $ 43480187 8916%  § 36900696 g798% § 36788928 9819%
Vaat Lots 5250 001% 395250 105% 50250 013%
Acregge 236,094 0.54% 242,321 064% 503016 1.34%

Fam & Rench Improvements ~—128 050 0.29% ___123.042 Q33% ___.123.042 0.33%
TOTAL 443847581 10000% B 37670300 10000% £ 37460236 10000%

(a) Reflects damification of aesesnd valuation asayylied by the Travis Central Appraisal District (" TCAD" ) prier © ajustments or earnptions
Such valus may differ fromthe arigng certified asessed valuation, and any applements or aj usments thereio, as supplied by TCAD.

-



Tax Collections — Table 10

The following statament of tax collections sets forth in condensed form the historicd tax collection ecperience of the Distric
Such summay has bean prepaed by the Financid Advisor forindusion herdn based upon informationfrom District audits and
records of the District's Ta¢ Assessor/Collecbr. Referencs is made to such auditsnd records for furtha and more complete
informetion.

Tax Assessed " Tax Current Colt s TotalCollections Year

XYear Valuation Rate Jaxlevy Amount % - Amount % Ending
1997 $ 0498229 $ 07300 §$ 69337 § 68694 9907% § 68694 89.07% 8/30/98

1688 14278638 0.7300 10424 101,565 97 44% 101,565 8744% &30/99
1999 18,952,644 0.7300 138,354 137,582 99.44% 137,800 99.60% YIV00
2000 24737299 0.7300 180,582 178,882 99.06% 179,649 95.48% 8/30/01
2001 27,876,692 07300 203500 203582  100.04% 206637 10154% 93002
2002 37,367,859 0.7300 272,786 272605 £9.83% 212,767 99.99% 8/30/03
2003 37697772 0.7300 275194 273835 899.51% 274,503 8875%  9/30/04
2004 43,835,308 0.7300 319,998 314458 88.27% 315,084 9486%  9/30/05 (g

{a) Tdlechions trough April 7, 2006 ,
District Tax Rates - Table 11

Tax rate per $100
assessed valuation 2004 2003 2002 _2001 _2000
Debt Sarvice $05560 - $02423 $0.3489 $0.4087
Mantenanoe & Operdtion 9.1740 0.4877 03811 0.3213 _0.3866
Total $07300 £0.7300 £0.2300 S07300  $07300
Tax Rate Limitation
Debt Service Tax

The District'stax rete for debt serviceon the Bondsislegdly unlimitedas to reteor amount.

Malntenance Tax

The Board of Directors of the Digtrict has the statutory athority to levy end collet &n ennud &l valoram tax for plenning,
mantaning, reparing end operdting the District'simprovements, if such ma ntenance tax isasthorized by a vote of the Distifs
dedors. Such tax would bein edditiontotaxes which the District s asthorized to levy for paying principd of end intereston the
Bonds, and any tax bonds which may beissued inthe future At en dection hddon November 3, 1987, voters withinthe Disgtri¢
atthorized amantenance tax not to ecced $1.50/$100 sssessed vaudtion. As shawvebove under "Distrid Tax mgs." the
District levied a2004 ma ntenanceand operation tax of $0.1740/$100 assessed vel ugtion.

{The ramainder of this page infetionally it biank



Princlpal Taxpayers — Table 42

The following list of prindpd taxpayers was provided by the Distric's Tax Assessy/Colletorbesad onthe Cartified 2004, 203
and 2002 tax rolisof the District, which reflet ownership &5 of January 1 of each yeer shown. Ownership changes subssquent to
January 1, 2004 ae not knowntotheDistrict,

Name 2004 2003
SRDevdopment, inc $ 290207 $ 335083 $523665
Man Srest LTD 220,766 446479 {8)
Sec of Housing

& Urban Devdopment (b) 214,958 311,154 {a
S of Vetaan Affars (b) 207,893 279484 (@
Chase Mortgage Co. (b) : @ 200287 {8
Baber, J& K. 183410 (& {8
Matinaz, ML. 143,887 @ {8
Langang, C. 141,808 (& @
Wels Fago Bank (b) 140,049 140241 (&
Hendricks, E & D. 137,509 (& ¢
Seybourkham, S & S 136630 (a8 (a
Wdls Fargo Mortgege (b) (a3 197208 {a)
Totd $ 1802117 $ 1910036 $523665

Peroent of Assessed Vdudion 411% 507% 1.40%

(8 Notaprindpd taxpayer duringsuch yer.
(b) Morigagelader that forectiosd on singlefamily homes dusto nonpaymentof morigaga Thaewere 11 auhforedoases in 2003 and 10 in2004.

Tax Adequacy for Debt Service

The cd culations shown beow essume soldy for purposes of illustration, no increese or decreese in assessed vd uation from ¢h
2004 essessed va ution and the Estimeated Assessed Ve uetion as of Januay 1, 2005, end utili2estax retes adequateto savice the
District'stotd projected debt servics requiraments, induding $Bonds (& an estimated interest rete of 5.50% per ennum). No
avdleble dett service funds are reflected in these computaing See "RISK FACTORS - Factors Affecting Texable Vaues end
Tax Payments - Impat on Digtrict Tax Rates.”

Projected Aversge Annua Debt Service Requi rements (2005 through 2027)........ e, $415420
$1.00 Tex Rae on 2004 Assessed Vd ugtionof

$43,835,396 @ 95% ool lectionsproduces ........ - $416.436
$0.90 Tax Rete on Estimated Assessed Vdudionas

of Jenuary 1, 2005 @ 95% 00/ letioNSPrOdUOES. .. .....c.e. v ceeceriire e e crer it e eraeane $415,930
Projected MaximumAnnud Debt Servioe Requiraments (2011) $484 921

$1.17 Ta« Rate on 2004 A ssessed Vd ugtion of
$43,835,386 @ 95% ootl ectionsproduces......... . $487,230

$1.05 Tax Rete on Estimeted Assessed Vd udion as :
of Jenugry 1, 2005 @ 95% oolledtionsproduces... ... e $485.262



Debt Servico Fund Management I ndex

Debt Sarvice Requirament for year ended 12/31/05....... $ 334601 (g
Debt Service Fund Baance $516.903(b)

2004 Debt Sarvice Tax Collections@ 98% ooll ectionsproduces....... v $231.93%)
TotalAvailabldorDebtService $ 748 441

{a) Thefirstinterespaymendn théondss dudeptembet, 2005,

(b) IncludesAudited debt servicefund balanceas of TINF156,903nd estimated:apitalizedinterestincludedin thenboproceeds
($360,000).

{c) TheDistrichadeviech 2004ebisavicdaxrateol $0.55608:r$100v aluation.

TAXING PROCEDURES
Authority to Levy Taxes

The Boad is athorized to levy acontinuing diredt, ennud ad vaorem tax, without legd limitaionas to rete or anount, oll a
taxable propaty withintheDistriat in sufidatt amount to pay theprindpa of and interest on the Bonds and any additionad bonds
or obligations payable from taces which the Distrid may heredfter issue, and topay the expenses of assessing and oollecting auch
taxes. The District agrees inthe Bond Order tolevy sixch atac from yeer to year asdesaribed more fully under “THE BONDS -
Source of Payment.”

Property Tax Code and County-Wide Appralsal District

The Texss Propaty Tex Code (the "Propay Tax Codd') specifies the taxing procedues of dl politicd subdivisions of the
Sae of Texss, induding the Disgtrict. Provisions of the Poperty Tax Code are complex and &re not fully summarized herdin.

The Property Tax Code requires, among otha metters, county-widesppraisd and equdiztion of taxeble propaty vaues and
eetablishes In exh county of the Stde offexas en eppraisd distnd with thaespongibility for rexrding and egpprasing
propaty for dl taxing units within the ounty end an gpopraisd  review board withresponsibility for reviawing end equdizing
the v ues established by the gopraisd ditrid. The Travis Centrd Apprasd Distict (the "TCAD") has the responsibility for
gprasing propaty for el taxing units within Travis County, induding the District. Such epprdisd vadues ae mubjet to
view ad change by the Travis Centrd Appraisd Review Ed (the "Appréisd Review Boal”). The epprasd roll s
goproved by the Appraisd Review Boad must beusad by the District inestablishing itstax roll and tax rete

Property Subject to Taxation by the District

General: Except for oatan exemptions provided by Texas lav, dl ed propety, tangible persond property hdd orused for
the produdtion of incoma mobile homes, ad cartan ciegories of intagible personad propaly with atax situs inthe Distid
are subject totaxation by the Distiid; however, nodfort Isexpected tobe mede by the Apprasal District toindude ona te
roll tangible or intengible pesond propaty not devoted to commud or industrid use Pindpd cdegories of exempt
propaty induda but ere not fimited to: propgy owned by the State of Texss or itspoliticd subdivisions if the property is
used for public purposes;, propaty exenpt from al vdoremxéiion by federd lawv; Income produding tangible persond
propaty orminad interest with ataable vdue of less than$1,500; cartdn property used for the contral of air, water orlend
pollution; soler end wind powered energydevices; certain household goods, wares endmerchendise in transit, certain fam
products owned by the producer; certaéin propaty of chaitsblorganizetions, youth devdopment orgeniztions, rdigious
organiztions, end qudified schools; designzted historica sites; end most individually owned atomobiles. Property owned by
adissbled veteran or a vetaan who died while on ative dutyhes been granted anexemption upto $3,000 of sssessad vdue
Patidly exempt tobewean $5000 end $12000 of assessed vaidepending upon the disebilityreting of the veteran, s
property owned by a dischled veteran or apouse or oatain children. Residentid homesteads of persons sixty-five (65) yeas or
older and of omrtan disshled pesons may be grated enemption of $15000 of gopraised vaue The Didtrit’s tax
sssessor/oollect oris athorized by staute to disregard such exemptions for the ddely and dissbled If grenting the axemptiors
would impdr theDistid’s obligation topey tax supported debst incurned prior to edoption of the exemptions by the District.

Residential Homestead Exemptions: The Froparty Tax Code athorizes the govening body of eech pditical subdivision in
the Sate of Texas to exempt up to twenty peroent (20%) ofhe eppraised velue of residentid homesteads from ad vdorem
taxdion. Whee ad vdoran taxes havepreviously been pledged for the paymentof debt, the govamning body of a politicd
subdivision may continue to levy and collert taces ggainst the axempt vaue ofthe homesteeds until the debt isdischarged, if
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the cessation of the levy would Imba'r the obligations of the antraxt by which the debt wes creted.  The Distridt has never
adopted agenad  homestead exanption.

Tax Abatement: Travis Courty end the Digrict may enter into tax ebatement agreements with owners of redl property within
such zona The tex ebaament agrecments may exanpt from ad vdorem taxation by the gppliceble taxing jurisdidtion for a
paiod of up toten years, dl orany pat of the incresse inthe assessed vd uztion of propaty covered by the agreameant overits
assessad vaution inthe yeer inwhich the agreament is eted, on the condition thet the property owner meke spedfied
improvaments orrepsirs tothe property inconformity with acomprehensive plen. To dde the Distidt has not exented any
abaement greements.

Valuation of Property for Taxation

Genadly, propety Inthe Distrit must beeppraised by the TCAD & maket vaue esof Jauay 1 of exh yer. Once an
epprasd roll isprepared end formdly epproved by the Apprasd Review Boerd, itisused by the District inestablishing itstax
rolls and tac rde Assessments under the Propaty Tex Code aeto bebased onone hundred peroant {100%) of market vdug
g5 3uch isdefined inthe Property Tax Code

The Ropaty Tac Code pemits lend desigriad for agriculturd use open space or tidbariend to be gpprased d its vdue
basad on the lend's cepadity to produce ggriculturd or timber productgsther than d its far maket vaue The Proparty Tax
Code permits unda oartain droumstanoes thet residentiad red poperty inventory held by a person in the trade or business be
vdued e the price tha such propaty would bring if sold esa unit to a purchesar who would continue the business
Landownes wishing to avail themsdvesof the agriculturd uss open spae or tiberland designation orresidentid red
propaty inventory designetion must pply for the designation and the sppraisar isrequired by the Property Tax Code toact on
exch damant's right to the designationridividudly. A dament may wdve the sped vdudion as to taxaion by some
politicdl subdivisions while daming it es toenctha. If adamant receives theagriculturd use designation ad lde loss it
by changing the usa of the propety or edling it to en unqudifiel owner, the District cen collect texes based on the new use
induding taxes for the previous three yeas for agriculturd use and taxes for the pevious five years for open speoe tand and
timberiand. '

The Propaty Tax Code requires the TCAD to implement aplan fopeiodic reepprasd of property. The plan must provide

for eppraise of dl red property Inthe TCAD & lesst once evary three (3) years. [t isnot knownwhat frequency of reepprd sd

will be utilized by the TCAD or whethemeppraisds will be conducted on a Zoner courty-wide basis The Digtridt,
however, ¢ its expense hes the right to obtan from the Appra&District acurrent estimae of appraised vdues within the
Digtrict or en etimete of &y new propaty or improvements whin the Distridt. While suchcument estimae of gpprased

vdues may save to indicte the rde and edent of growth of taxeble vaues within the Distrid, it cannot be used for
establishing atax rate within the Districduntil such time asthe TCAD chooses formalyto ind ude such v ues onits appraisal

roll.

District and Taxpayer Romedias

Under cartain droumstances texpayars and texing units (such es@District), may gpped the adas of the Appraisd Review
Boerd by filing atimely petition for review In Stete Digtrict court. In such event, the vaue of the property in question e
determined by thecourt or ajury, if requested by any paty. Additiondly,taxing unitsmay bring suit egainst the TCAD to compd
complianoe withthe Property Tax Code

The Property Tax Code #ets forth notice end heering procedures focartan tax rate increeses by the district end provides for
taxpayar refaenda  which could result inthe reped  of oatatex incresses.  The Propety Tax Code dso estzblishes a
procedure for notice to propaty owners of resppreieds ndfledingincreesed property velues, eppraisds which are higher than
renditions, and epprai sda of property not previously onan gpprasd rofl.

Levy and Collection of Taxes

The District is responsible for the levy and collection of its taxes uniess it dects totransfer the collection functions to mother
govanmentd entity. By September 1 of eech yesr, ores soon theresfter aspracticeble, the rete of tacdtion issd by the Boerd
besed upon the vaugtion of propety withirthe Digtrict as of the preceding Jenuay1, Taxes ae due October 1, o when
billed, whichever comes later, end become delinquent diter Jenuary 31 of thefollowing yeer. A delinquent tax incurs apendty
of six pacant (6%) of the amount of tbtax for the first cdenda month it is dnquent, plus one peaoat (1%) for exch
. aiditiond month or portion of a month the tax remains unpaid prior to Jlly 1 of the year in which It becomes ddinquent. If
the tax lsnot pad by July 10f the yeer inwhich it becomes ddinquent, thetax Incurs atotd pendty of twelve pecert (12%
regardiess of the number of months the tax has been ddinquent and incurs an additiond pendty of up tofifteen percent (15%)
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if imposad by the District. The ddinquent tax e so accrues interest g a rete of one peraent (1%) for eech month or portion of a
month it remains unpsid. The Propety Tax Code dso mekegrovision for the split payment of taxes, discounts for early
payment and the postponement of the ddinquency date of taxes under cartain droumstances.

District's Rights In the Event Of Tax Detinquencles

Texes leviad by the District are apasond obligation of the ower of the property on Jenuary 1 of the year for which the taks
imposed. On Januery 1 of exch year, atex lien dteches to property to secure thepayment of dl stateand local taxes, pendties, and
interest witimatdy imposed for the yer ontheproperty. The lien exists infavor ofthe Sae of Texas and eech locd taxingunit,
induding the District, having power to tax the propaty. The District’s tax lien is on apaity with tax liens of such othizxing
units. S *FINANCIAL STATEMENT — Ovealaming Taxes for 2004." Atax lienonred property takes priority ovar thedam
of most creditors end otha holdars of liens on the property enanbered by the tax lien, whether or not the debt or lien exisgk
before the ettachment of the tax lien; howevar, whether alien of the United Sdtes ison aparity with ortakes priority overtax

lien of the District is determined by eppliceble federd law. Persond property under cartd n circumstances is subject to seizure and

sd o for thepayment of ddinquent taxes, pendty, and interest.

Atawy timedte taxes onpropety become delinquent, the District may file suit toforeclose the lien ssouring payment of the
tax, to enforoe persond Jibility for the tax, or both. In filing asuit to foredose atax lien onred propety, the Disttimust
join other taxing units thet have deaims for ddinquent taxes aginst dl orpat of the same property. Collection of ddinquent
taxes may beadversdy effected by the amount of takes owed taother taxing units, by the effects of maket conditions onthe
foreclosure sde.prica by taxpayer redanption rights (ataxpaye may redeem property within two yeers after the purchaser’'s
deed issued a the foredosura sde isfiled inthe county records) orby bankruptcy procssdings which restrict the colletion of
taxpayer debts. Se2 “RISK FACTORS — Generd Tax Collections Limitstionsand Foredosure Remedies”

Effect of FIRREA on Tax Collections

The "Financdd Institutions Reform, Recovey and Enforcement Act of 1989 ("FIRREA") contains provisionswhich dfect the
timefor protesting property vauations, thefixing of tax liens end the colfection ofpendties and interest on ddinquent taes on
red propety owned by theFederd Deposit Insurance Corporetion (FDIC") when the FDIC is acting &s the conservator or ecgver
of en insolventfinandid ingtitution.

Under AIRREA, red propety hdd by the FDIC is st subjedt bd veoren texaion, but such bt stdes (i) tha nored
propety of the FDIC shall besubjed 1o foredosure or sdawithout the consent of the FDIC and no involuntay lien shdl
dtech to such propaty, (ii) the FDIC shdl not beligble for eny pendties or fines, induding those aising from the fedlute
pey ay red propeaty takes when due andlliii) notwithstanding thefdlure of a paonto chdlenge engpprasd in acordence
with stde lav, such vdue shell badetermined as of the paiod for which euch tax |simposad. _

Tothe extent that the ARREA provisions e vdid end eppliczblin eny property in the Digtrict, and to the edent tha the
FDIC dtempts to enforce the same these provisions may dfect the timediness of collection of taxes on propaty owned by the
FDIC inthe District, and may prevent thecolletion of pendties and intarest on such taxes.

LEGAL MATTERS
Legat Opinlons

Issuanoe of the Bonds is subject to the pproving legd opinion of the Attaney Genard of Texes tothe dfect tha the initid
Bonds are vaid and binding obligdionsof the Digtrid payeble from the proceeds of en annud &l vlorem tex levied, without
legd limitesto rete oramount, upon dl taxeble propety within the District. Issuance of the Bonds isdso subject tothdegd
opinion of McCdl, Parkhurst & Horton L.L.P. ("Bond Counsd"), besed upon examingtion of a transcript of the procesdings
incident to athoriz2ion and issuznce of the Bonds, to the dfect tha the Bonds ae vaid end binding obligations of the
District payeble from the sources and enfaveeble in axordance with thetems end conditions desaibed therein, exoept tothe
adant that the enforcesbllity thereof may be affected by bankruptcy, insolvency, reorganizeti on, moratorium, or other simila
lavs dfedting creditors’ rights or the ecaise of judidd discretion in acordence with generd  pinciples of equity. Bond
Couned's legal opinlon will @30 address the maters dextbed bdow unde "TAX MATTERS" Such opinions will express
noopinion with respect tothe suffidency of the security for or the marketebility of the Bonds. In connection with theissuance
of the Bonds, Bond Counsd has been engaged by, and only represents, the District.

The legd fe=s to be peid Bond Counsd for services nendend in connection with the I1ssuance of the Bonds are besed upon a
percentage of Bonds extudly issued, 80ld end delivered, end theefora such fees ere contingent upon the sde and ddivay of



the Bonds. The legd opinion tobe deivered concurrently withthe ddivery of the Bonds expresses the professiond judgment

of the atomey rendering the opinion es to the legdl issues explidtly eddressed therdin. In rendering aleged opinion, the
ettomey does not become en insurer or guarentor of the expession of professiond judgment, of the transaction apined upon,
orof the future performance of the parties tothe transatbn. Nor does the rendering of an opinion guarantee the outcome of

ay legd disputethet may aise out of thetransartion. In connection with the transection described inthis Offidd Satemet,

Bond Counsl represents only theDistrid.

No-Litigation Certificata

The District will fumish to the Initid Purchaser acatificte detad a5 of thedde of ddivery of the Bonds, exexuted by bdh

the Presidet end Sxretay of the Board, tothe effect thato litigstion of eny nature has been filed or is then pending or
threetened, either instate orfedera courts, contesting or dtacking the Bonds; restraning or enjoining the issusnce, execution

or ddivay of the Bonds;, dfeding the provisions maie for the payment of or security for the Bonds in ety manner
questioning the authority or pracedings for the issuance, execution, or ddivery of the Bonds or fecting the vdidity of the

No Material Adverse Change

The obligions of the Initid Purchaser to teke end pay for the Bonds, and of tB Distrid to ddiver the Bonds, are subject b
the condition tha, upto thetimeof ddivery of end recsipt of paymant for theBonds, thame shdl have been nomdeid adverse
change Inthe condition (finencia or otherwise) of the Digtrict from that set forth or contamplatedin theOfficid Staiement.

TAX MATTERS
Opinlon

Onthe deate of initid ddivery of the Bonds, McCdl, Pakhurst & Horton L.L.P, Austin, Texas, Bond Counsd, will render its
opinion tha, in exordace with stautesreguldions, published rulingsand court dedsions existing on the date thereof
("Exigting Law}, (1) interest onthe Bonds for fedad incometax purpesss will beexdudable from the "gross incomd’ of the
holders thereof and (2) the Bonds will not betredted es'wgified privae adivity bonds' teinterest onwhich would be
induded a5 en diemnetive minimum tex preference item undemciion 57(g)(5) of the Intema Revenue Code of 1985, o
amended (the "Code'). Except esstzted ebove Bond Counsd will express noopinion esto any other federd, stdeorlocd tax
consequences of the purchase, ownership or disposition of the Bonds. See "APFENDIX B — FORM OF BOND COUNSEL
ORNION." .

In rendering its opinion, Bond @unsel will rdy upon (&) cetain informetion re! represertatio ns of the District, induding
information end represantations contained inthe District's federa tax certificate end (b) covenants of the District contsinadin
the Bond documents relating to catan mattes, induding arbitrage and the use of the proceeds of the Bonds end the property
finacx! of refinenced therewith. Falure by the Didrig to observe the sformentioned representations of covenants, oould
cause the interest on the Bonds to become taxzble retroactively tothe dete of issuance

The Code and the regultions promulgatedthereunder contan anumber of requirements thet must be setislled subsaguent to

the issuance of the Bonds in order for interest onthe Bonds tba end to remain, exdudsble from gross income for federd
income tex purposes. Falue to comply with such requiremastmay camse interest on the Bonds to be induded in gross
inmome reroadtivey to the date of Iesuanos of the Bonds, The opinion ofBond Couned (s conditioned on complieance by the
Distrid with such requiraments, end Bond Counsd has not been retaned to monitor compliance with thess requiraments
subsaquent tothe issuanos of the Bonds.

Bond Counsel's opinion nepresents its legd judgmett kbepon its review of Existing Lav end the rdiawe on the
dorementioned  information, representations and covenats Bond Counsd's opinion is not aguaantee of a resuft. Existing

Law is subject to chage by Congress md to subsequat judida ed aiministrtive {ntaprettion by the courts and the
Depatment of the Tremsury. There can be no sssurance that such Exigting Lav or the Intepretation thaeof will not be
chenged ina manner which would aiivarsdy dfect the tax trestment of the purchase, owneship or disposition of the Bonds.

A nding was not sought from the Intend Revenue Savice by the District with respect tothe Bonds orthe project finanoad or
refinanced with the Bond procesds. No essurances ¢an begiven esto whether thelntemd Revenue Savice will commence an
audit of the Bonds, oras towhethar the Intand Revenue Service would agree with the opinion of Bond Counsd. If en
Iintemd Revenue Savice audit is commencad, under current poadures the Intemd Revenue Servios islikdy totnet the
Digtrict esthe taxpayer end theBondholders may have noright to perticipate insuch proodure Noakditiond imterest will be

peid upon eny determingtion of taxahility.



Federal Income Tax Accounting Treatment of Orlgina! | ssue Discount

The Enitid public offering price tobe pad for one or more mivrities of the Bonds (the "Origind Issue Discourt Bonds"} may
beless than the principd amount thereof orone or more peiodsfor the payment of interest on the Bonds may not beequd to
the axqud paiod or be in exosss of ongex. In such evet, the diffaence been (i) the "staed redamption price &
meturity” of exch Origind IssueDisocount Bond, axd (ii) theinitid offaing priceto the public of such Crigind Issue Discount
Bond would constituta origind issue discount. The "staber] redamption price & meturity” mams thasumof dl payments toba
mexde on the Bonds less the amount of d! periodic interest payments. Periodic imtarest payments ere payments which ae made
during equel axrud periods (or during eny unequal period ifit Isthe initid orfinal period) and which ane made during accrud
periads which donot exoceed one yes.

Under Existing Law, any owner who has purchzsed such Origird Issue Discount Bond intheinitia pubtic offering s entitied
toexdude from gross income (a5 defined [n section 61 of the Gde) enanount of income with respect tosuch Origing [ssue
Discount Bond equd to thet portin of the amount of such origind issue disont dlocdle to the axxrud paiod. For &
discussion of certsin collders federd tax consequences, sce discussion set forth bdow,

inthe event of the nedemption, sdeorother taxable digposition of such Origind |ssue Discount Bond prior to stated maturity
however, the amount redized by such owner inexcess of the bess of such Origind Issue Discount Bond inthe hands of such
owne (efjusted upwad by the portion of the origind tssue discount dlocable to the period for which such Origina |ssue
Dlsoount Bond was hdd by such initid owner) isindudable ingross income

Under Existing Law, the arigind issue dicount on exh Origind Issue Discount Bond iseccrued dadly to the stated meturity
thereof (in emounts cdailded es deschied bdow for eh six-moht paiod ending on the daebefore the semiannud

anniversay daes of the date of the Bonds end rtably withinesch such six-month period) and the accrued amount isadded to
an initid owne’'s basis for such Origh Issue Discount Bond for purposss of demining the amount of gain or loss
recognized by such owner upon the redemption,sde or othe disposition thereof. Theamount to be added to besis for exch

axrud peiod isequd to (2 the sum of the issue price anthe amourt of origing issue discount acorued [n prior periods
multiplied by the yidd to staed mauity (determined on the basis of compounding & the dose of exh excrud peiod and
propaiy adjusted for the length of thexxrud peiod) less (b) the amounts payablees cumat interest during such acorud

period onauch Qrigind tssue Discount Bond.

The feded income tax consequences of the purchase ownerghi redemption, sde or othar disposition of Origind 1ssue
Discount Bonds which are not purchzsed inhe initid offering a the initid offehg prica may beddemined axording to
nules which differ from those desaibed ove All ownas of Origind tssue Discourt Bonds should consult their own tax
advisors with respect tothe determingtion for federd, stato end locd income taxpurposes of the tregment of interest arcrued
upon redemption, sda or other dipositionof such Origind Issue Discount Bonds ad with respect to the federd, stae focd
and foreign tax consequences of the purchzse, ownership, redemption, sde or otha dispositionof such Origind lesue Discount
Bonds.

Collateral Federal Income Tax Consequences

The following discussion is 8 summay of catdn oolided ferd income tax consequences resulting from the purchess,
owneship ordispesition ofthe Bonds. This discussion isbased on Exigting Law, which issubject to change ormaodificstion,
retroectively.

The following discussion isgpplicsble to investors, other than those who are subject to specid provisions of the Code, such &
fineancid institutions, propaty end cesudty insurance companies, life insurenoe companies, individud redpiats of Sodd
Sxurity or Raload Reirement bendits, individuds didwen eamed Income coiit, ¢am S corpordtions  with
axumulaed esmings end profits end exoess passive interest incomea fordign corpordti ons subject to the branch profits tax and
taxpayers who may bedeamed to have incurmed or con tinued indebtedness to purchase tax-exampt obligations.

THE DISCUSSION CONTAINED HEREIN MAY NOT BEXHAUSTIVE. INVESTORS INCLUDING THOSE WHO
ARE SUBECT TO SFECIAL PROVISONS OF THE @©DE, SHOULD CONSULT THEIR OWN TAX ADVISORS AS
TOTHE TAX TREATMENT WHICH MAY BE ANTICPATED TO RESULT FROM THE PURCHASE, OWNERSHIP
AND DISFOSTION OF TAX-EXEMPT OBLIGATIONS BEORE DETERMINING WHETHER TO PURCHASE THE
BONDS :

Interest onthe Bonds will beindudeble esan adjustment for "edjusted cument eamings’ to cdaulate the dtemative minimum
tax Imposed on oorpordions by eation 55 of the Code eZion 55 of the Code imposes atax equd to 20 pevent for
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corporations, or 26 percent for noncorporete taxpayas (28 percent for taxable ircome excexding $175,000), of the taxpayer’s
"diemaive minimum taxeble income” if the emount of such dtemetive minimum tax I8 greder than the taxpaya’s regular
income tax for thetaxeble yea. .

Under setion 6012 of the Code holders of tax-exempt obligationssuch as the Bonds, may be required to disdose intersst
recsived of crued during eech taxale yeer ontheir reums of federd incometaxation.

Section 1276 of the Code provides for ordingy income tax trestment of gan recognized upon the disposition of a tax-axempt
obligdtion, sxh = the Bonds, if such obligtion was ecquitet a“maket discount” end if the fixed mdurity of such
cbligation is equd to, or exceeds, one yemr from the dete of issue Such trestmentapplies to "market discount bonds” to the
axtent such gan does not exceed the acced market discount of such bonds; dthough for this purposs ade minimis anount
of make disoount leignored. A "make disoourt bond” |s onewhich is aoquired by the holder & a purchase price which is
less than the stated redemption price & maturity or, inthe caseof abond issued & an origing issue disoount, the "revised issue
priod’ {i.a, theissue price plus accrued origing issue discount). The "eccrued maket disocount” isthe anount which bears the
same retio to the marka discount s the number of days dumg which the holder holds the abligation bears to the number of
dzys between the axufsition date end the find meturity dete

8tate, Local and Forelgn Taxes

Investors should consult their own tax adviors conceming the tax implicaions ofthe purchass, ownership or digposition of
the Bonds unde gpplicble stde orlocd lavs Fordgn Investos should dso consult their own tax advisors regading thetax
consaquences unique toinvestors who are not United Stdes persons. '

Qualified Tax-Exempt Obllgations for Financlal I nstitutions

Section 265(8 of the Code provides, in peatinent pat, thet Inteest pad or incumed by a taxpayer, induding a “finendid
institution,” on indebtedness incumed or continued to purchzse or cay tax-exanpt obligetionsisnot dedudtible in determining

the tapayer s tacable income  Sedtion 265(b) of the Code provides an exception to the disdlowance of such deduction for
ay intarest acpense peid or incured  on indebtedness of a taxpayer that isa "finandd institution” dlocble to ta-eenpt
obligaions, other than "private ativity bonds"” tha ae dsited by a "qudified smal issua” e "quedified tac-exempt
obligaions” A "quddified amal |ssuer” is aty govenmentdssuer (together with any “onbehdf of' and "subordinge'
issuers) who issues no more than $10,000,000 of tax-exempt obligaions during the cdendar yesr. Sedtion 265(b)(5) of the
Code ddines thetem “finandd ingtitutin” eseany “benk” described In Section 585(8)(2) of the Code; or any person acoepting
deposits from the public inthe ordingy course of such person'straie or business thet issubject tofederd or state supervidon
& a finandd ingtitution. Notwithstanding the exoeption to the disdlowance of the deduction of interest on indebtedness
rdeted to “quaified tax-exempt obligaions” provided by Sation 265(b) of the Code Section 291 of the Code provides thet
the diowsble deduction toa "benk," e ddfined in Setion 585(2) of the Code for Interest on indebtedness incurred or
corttinued to purchase “qudified tac-exempt cbligations” ehall bereduced by twenty-percen t (20%) a6 a "finandd Institution
prfaence Item.”

The District expects to designae the Bonds as"qudified tax-exampt obligaions” within thememning of section 265(b) of the
Code In furtherance of that designation, the Digtrict will covesrt to take such edtion that would assure or to rdfrain from
such action that would adversay afect, the tresiment of the Bonds as"quaified tax-ewanpt cbligetions”

Potentlal purchasers should be aware that If the Issiprice to the public exceeds $10,000,000, there Isa reasonable
basis to conclude that the paymentof a de minimis amount of premium in sxcess of $40,000,000 Is disregarded;
however, the Internal Rovenue Servico caild take a contrary view. If the Internal Revenue Service takes the position
that the amount of such premlum Is not disregardedhen such obligations might fall to satisfy the $10,000,000
fimitation and the Bonds weuld not be "qualified tax-exempt obligatons™

CONTINUING DISCLOSURE OF INFORMATION

inthe Bond Order, the District has made the following agreement for the benefit of the Registersd axd Beneficdd Owners.
Tha District {8 required toobsarve the agreament for solong esit ramans obligated to sdvawe funds topay the Bonds. Undar
the agreement, the District will beobligeted toprovide catan updeted fineandd information and operding dta ennudly, and
timdy notice of speiifiad maaid eventsto certain Infomaion vendors. This iformaion will beavalable to securities
brokers and others who subagibe to recgive the informetion from the vendors.



Annual Audits

The Distrid will provide oatan updatefinancid inffomation and opeting dta fo certain iformaion vendors annudly.
The informaion tobe updated indudes dl quatittive finendd Iformation and opardting data withrespect tothe District o
the generd type induded in this Officd Satemeadt under Tebles 1 through 12 end inAppendix A. The Digtrict will update
and provide this information within six mnths dfter the end of exch fiscal yeer neling inor diter 2005. The District will
provide the updaed informetion toeech ndiondly recognized municipd securities iformation repository ('NFM3R') and to
ay stateinformation depository ("SID") that Isdesignaed by theQate of Texas and spproved by the staf of the United Sttes
Securities and Exchange Commission (the"SEC”).

The Distrid may provide updded informaion infull ted ormay incorporde by rderence cartan other publidy avaleble
documents, & pamitted by SEC Rule 18c12 (the "Ruld’). The updded infodion witl indude audited finandd
stadements, if it is completed by the required time If audited finandd stdaments ere not avdlable by the required timdyet
District will provide unaudited finendd statements and audited finandid stdeaments when the eudit report becomes avdlebla
Any such finanda stadaments will beprepared inacordance  with the accounting principles desaibed inAppendix A or such
other eccounting principles asthe Distric may berequired to amiploy from timetotime pursuant to state lav or reguletion.

The Digtrid's cument fiscd yer end is September 30, 2005. Accordingly, it must provide updded information by Mach 30,
inexh yeer uniess the District changes idiscd year. If the Distrid chenges itsfisca yeer, it will notify ech NRMSIR and
ay SD of the change

Material Event Notices

The Digtrict will dsc provide timdy noticesof catan events to certain informdion vendors. TheDistrict will provide notice

of ay of the fdlowing evants with respedt to the Bords, if &h event Is matarid to a dedision to purchase or sdl Bonds:
(1) princpd and Interest payment ddinquencies; (2) nonpaymi rdated defaults (3) unscheduled dravs on debt savice
resaves ndleting finandd difficulties; (4) unscheduledagke on awdit enhancaments rdfleding finandid  difficuities;
(5) substitution of credit orliquidity providers, orther falure to perform; (6) adverse tex opinionsorevents gfeting tetax-
exampt gtdus of the Bonds, (7) modificetions to ights of Registered Ownars, (8) Bond cdlis; (9) defeesances; (10) rdessg
aubstitution, or sle of propety soowing repayment of the Borglend (1) rating dhanges.  Inedidition, the Distrit will
provide timdy notioe of ay falure by theDistrict to provide information, data orfinandid sttements in accordance with its
egreement described above under "Annud Reportd’. The District will provide eech notéedescribed inthis paragreph toany
SD end todther eech NEFMSR orthe Municipa Securities Rulemaking Board ("MSRB").

Avallabllity of Information from SID

The Digtrid has ggreed to provide the foregoing information only to NRMSIRs and eny SD. The informdion will be
avdleble to Registeed Ownersonly ifthe Registared Owners comply with the procedures end pay the chages estzblished by
such information vendors or obtan the information through securities brokers whodo go.

The Munidpd Advisory Coundl of Texas hes been designddd the Sde of Texss ssa 8D, ad the SEC staff hes
detemined thet it is aqudified 9D. The address of the Munidpd Advisory Coundl |s 600 West 8th Street, PO. Box 2177,

Austin, Texas 78768-2177, and its td ephone number |8 512/476-6947.
Limitations and Amendments

The Digtrict hes agreed toupdete informetion end toprovide nolies of metarid events only esdescribed tbove The Digtict
has not sgreed to provide other Information that may berdevant or maaid toa complee pressteion of its finandd resuls

of operdions, condition, or prospects or egreed to updde anyinformation tha is provided, except as described ebove The
District mekes no represataion or warenty concaming such Infemation or conceming its ussfulness to a decision to invest
inor sdl Bonds & eny future dta The District disdamsany contrectud ortort liability for damages resulting inwhole orin

pat from any breech of its continuing disbosure agreament or from ay stdement made pursuant to its agreement, dthough

Registered Ownears may sack awrit of mandamus to compe the Digtrict to comply with itsagreement.

This continuing diad osure gyreament may beamended by the Didlrict from timeto time to edapt to changed droumstances that
aise from achange infegd requirements, achange inlaw, ora change inthe identity, nature status, ortype of operstionsf
the Distrid, but only if (1) the provisions, es so amended, would have permittel en underwriter to purchese or adi Bonds in
the primary offering of the Bonds in compianoe with the Rule, taking into socount ary emendments or interpretetions of the
Rule since such offaing e wdl s suduhenged droumstances end (2) either (gthe holders of a mgority in eggregade
principal amount {or any grester amount required by eny other provision of this Order that athorizes such en amendment) of
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the outstanding Bonds consent to such emeximent or (b) apeson thet isundfilidedwith the Distid (such es naiondly
recognized bond counsd} determnined thet sich enendment will not maaidly impar the interest of the Holders end beneficid
owners of tha Bonds. The Distric may elso emend or repedd  the provisions of this tontinuing disd osure egreement if the SEC
amends or repeds the epplicble provision of the Rule or a court of find jurisdidion enters judgment that such provisions of
the Rule e invdid, but only f and to the extent thet the provisions of this sentence would not prevent an underwriter from
lavfully purchasing or sdling Bonds inthe primary offging of the Bonds.

Compliance with Prior Undertakings
The District isin compliance with &l materid provisions of its Continuing Disdosure egresment.

FINANCIAL ADVISOR

The Officid Sttement was compiled end edted under the supervision of SWVS Securities(the "Finandd Advisor"), which firm
wss amployed in 1997 s Finandd Advisor to the Distrit. 3Tess pad the Anandd Advisor for services rendered in
connection with theissuance and sde of the Bonds are based on apercantage of the Bonds actud ly issued, sold and delivered, end
therefore such fees are contingent on the sde and ddivery ofthe Bonds. The Finandid Advlsor has requested the right to bicon
the Bonds, end theDigtricthas given itsconsent.

OFFICIAL STATEMENT
Preparation

TheinformationinthisOffida Statement was compiled end edited by the Finandd Advisor. In additionto compilingand editing
such infomation, the Finandd Advisor has obtaned the infution set forth herein unda the captions indicdted from the
following sources:

*THE DISTRICT - SR Devdopmeast (the “Devdope”fthroeder Enginesing Company (the "Engineer™); “THE
DEVELOFER' - SR Deve cpment; "THE DISTRICT -City of Austin Consent Agreament” Ambrust & Brown, LLP;
"THE SYSTEM" - Enginee;, "FINANCIAL STATEMENT™: Travis Centrd Appraisd Distrid; "ESTIMATED
OVERLARAING DEET STATEMENT" -Munidpd Advisory Coundl of Texas end Financid Advisor, "TAX DATA"
ad "WATER AND SEWER OFERATIONS' - Audits, Raoofl the Distrid andTax Assessor/Collect or;
"MANAGEMENT" - Diglrid Directors; "PROJECTED DEBT SERVICE REQUIREMENTS' - Finendd Advisor,
"THE BONDS" "TAXING PROCEDURES " and "TAX MATTERS' - McCall, Pakhurst & HortonL.LP. :

Experts
In approving thisOfficid Statement, theDistrict has relied upon the foll owingexperts in additiontothe Financia Advieor.

The Enginadheinfomation contaned intheOffida Satanent ndating to enginesring mateas and to thedesaiption of the
Systern and, inpaticllar, that Information induded Inthe section entitied "THE SYSTEM," hes been provided by Schroeder
Enginering Company, end hes been induded in rdiance upon the athority of sdd firm & experts in the fidd of dvil
enginesing.

Appraisal  Didrighe information contaned in this Officid Statement rd &ing totheoertified assessed va ugtion of property
inthe District and, in particuler, such informetion contained in the section captioned "TAX DATA," has been provided by the
Travis Centrd Apprasd Digtrict, in reliance upon the r authority as experts | n thefied of appraising and tax essessing.

Tax  Assassor/Coflectofhe Informetion contaned in this Offidd Staement reaing to tax colledtion raes, end principd
taxpayers has been provided by Ms. Nelda Wel|s Speers in relienceupon her authority es en expert in thefidd of tax essessing
and collecting.

Updating the Officla! Statemen t During Underwriting Period

If, subsequent tothe dete of the Offided Stetement torl induding the dde the Initid Prchaser isno longer required to
provide and Offidd Satement topotatid customers who request the same pursuat to Rule 15¢2-12 ofthe fedad Seanities
Exchange Act of 1934 (the *RuE’) (the ealier of () 90 days from the “end dhe underwriting period” (es defined inthe
Rulg) axd (ji) the timewhen the Offidd Statement isavaleble toany person from anaiondly recognized repository butinro
22 less than 25 days efter the *end of the underwriting period”)the District leams or is ndified by the Initid Purchaser of
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my advase event which causes gnof the key representations in the OffiddSaemat to be matgidly misleding, the
District will promptly prepare and supplyto the Initid Purchaser a supplement to tre Offidd Statement which comadts such
represantaion to the resonable satisfaction of the Initid Purchaser, unless the Initid Puchasar deds to taminge its
obligion to purchese the Bonds es desaibed |bs. See "DELIVERY OF THE BONDS AND ACCOMPANYING
DOCUMENTS -Ddivery" The obligdion ofthe District to updae orchange the Cffidd Satement will taminde when the
District ddivers the Bonds tothe InitidFurchaser (the “end of the underwriting pariod” within tlemeening of the Rule),
unfess the Initid Purchass provides written dtos the District tha less than gl dhe Bonds have besn sold to ultimae
customars on or before such dete, in whid case the obligation to updae or change the Offidd Stdement will edend for an
additiond period of time of 25 days dfter dl of the Bonds habesn sold to ultimate customers. In the event the Initid
Purcheser provides written notice tothe District thet less than @l of the Bonds havebeen sold to ultimatecustomers, the Initid
Purcheser agrees to notify the Digtrict inwriting foll owing the occumence of the “end of the underwriting period” as defined in
theRula

Certlfication asto Officlal Statement

The District, &cting by end through its Board of Diretors in its offidd capadty in rdiance upon the expats listed ebove
hercby cartifies, esof the date hereof, thet tothe best ofits knowledge and belid, theinformation, stetements end descriptions
pataning to the District and its dffdrs hedn contan no untrue etaements of a maeaid fact end do not omit to stae ay
metaid fat necessay to meke the staements herein, in light of the draumstancss unde which they were made not
miseding. The informaion, description end stetamentsonceming entities other than the Distrit, induding paticulaly
other govanmentd entities, have been obtained from sources bdieved tobe rdigble but the District has made no i ndependent
investigaion or varificstion of such maters and makes no representation as tothe accuracy or completeness thereof. Exoapt as

et forth in “CONTINUING DISCLOSURE OF INFORMATION®, hein, the District has no cbligdion to disdose any
changes inthe dfars of the Digtrid and othher matters desbid inthe Offidd Statement subsequent tothe “end of the
underwriting pariod” which shdl end when tie District deivers the Bonds to the Intid Purcheser & dosing unless edended

by the Initid Purchaser.  All informetionwith respect to the ressle of the Bondssubsenuent to the "end of the underwriting
peaiod” isthe responsibility of the Initiad Purchaser.

Officlal Statement "Deemed Final” i

For purposes of complience with Rule 150(2}-12 of the Securities Exchange Commission, this document, as the same may be
asupplemented or comected by the Distrit from timeto-time mey bireeted es en Offidd Staement with respect to the Bonds
described herein "desmed find” by the District as of the datereof (or of eny such supplement or correction) except for the
omissionof carta n information referred to in the succeeding paragraph.

The Offidd Saemert, when furthar supplamented by aiding information specifying the interest rates end oertdn otha
informetion rdatingtothe Bonds, shdl condtitutea"FINAL OFFICIAL STATEMENT" of the District with respect totheBonds,
esthat tem is defined in Rule 15¢(2)-12.

This Offidd Sadement was spproved by the Board of Directorsf Moords Crossing Municipd Utility Distrid, e of the date
shown on the first page herecf.

Chales H. Soott
President, Board of Directors
M oorg 8 Crossing Munidpd UtilityDistrict

Michdle Bdlin
Sxrday, Board of Directors
Moore s Croesing Municipa Wtility Digtrict



PHOTOGRAPHS

The following photographs were teken inthe Digtrict in Mach2005. The homes shown inthe photographs are represantative of
the type of construction presently locatedwithinthe District, and these photographare presanted soldy to illustrate such
construction. The Distrit mekes no representation that eny additiond construction such asthet as illustrated in the followgi
photographs will oacur inthe District. See "THE DISTRICT."



APPENDIX A
Flinancla! Statements

The information contaned in this sppendix has ben exoapted from the auditad finendd statements of Moord's Crossing
Municpd Utility Digtrict for thefiscd yer ended September 30,2004, Cetdn information not mnsidered to be rdevant to
thisfinancing has bean omitted; however, complete audit reports ane avalable upon request,



APPENDIX B

Bond Counse] Oplnlon




RESOLUTION NO. 05

WHEREAS, Moore’s Crossing Municipal Utility District (the “District™) is a
conservation and reclamation district and governmental agency of the State of
Texas, created on or about June 17, 1987, by an order of the Texas Water

Commission, and the District operates under Chapters 54 and 49, Texas Water Code
- {the *Act™); and

WHEREAS, by Ordinance No. 860206-N, the City of Austin (the “City”)
granted its consent to the creation of the District; and the City, the District, and
Moore’s Crossing Joint Venture, the original developer of the lands comprising the
District, entered into a certain “Agreement Concerning Creation and Operation of
Moore’s Crossing Municipal Utility District” which, as amended (the “Consent
Agreement”), sets forth the terms and conditions for creation and operation of the
District; and

WHEREAS, by a succession of transactions, SR Development, Inc., a Texas
corporation, and MC Joint Venture, a Texas joint venture (“Developer”), have

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

WHEREAS, the creation of the District was confirmed by an election held
within the District on November 3, 1987; and

WHEREAS, the Consent Agreement sets forth terms relating to the issuance
of bonds by the District; and



WHEREAS, subject to the terms of the Consent Agreement, the District is
authorized by the Act to purchase, construct, acquire, own, operate, maintain, repair,
improve, or extend, inside or outside its boundaries, any and all works,
improvements, facilities, plants, equipment, and appliances necessary to accomplish

the purposes of its creation; and

WHEREAS, under the Consent Agreement and its proposed *“Order
Authorizing the Issuance of $3,000,000 Moore’s Crossing Municipal Utility District
Unlimited Tax Bonds, Series 2005, (the “Series 2005 Bond Order™), the District
proposes to issue bonds designated as its $3,000,000 Moore’s Crossing Municipal
Utility District Unlimited Tax Bonds, Series 2005” (the “Series 2005 District
Bonds”) to acquire or reimburse the successors-in-interest of the original developer
for the costs associated with the construction of water, wastewater, and drainage
improvements to serve development in Stoney Ridge, Phase A, Sections 5A, 5B,
and 6; and Stoney Ridge, Phase B, Section 1; and for engineering fees, interest, and
issuance costs related to the above; NOW, THEREFORE,

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

The City Council approves the issuance by the District of the Series 2005
District Bonds in an amount not to exceed $3,000,000, and approves the substantial
draft of the Series 2005 District Bond Order and Preliminary Official Statement for
the Series 2005 District Bonds attached as Exhibit A and Exhibit B, respectively,



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

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

ADOPTED: ,2005  ATTEST:

Shirley A. Brown
City Clerk

LACLWAGC\GLA\council200514-28-2005#3339 Moore's Crossing draft Res (SS:mr)



~ No.040605-E
WATER AND WASTEWATER COMMISSION RESOLUTION
RESOLUTION AUTHORIZING THE ISSUANCE BY MOORE'S CROSSING MUNICIPAL UTILITY
DISTRICT (MUD) OF UNLIMITED TAX BONDS, SERIES 2005, IN AN AMOUNT NOT TO EXCEED
$3,000,000; AND APPROVING A SUBSTANTIAL DRAFT OF THE DISTRICT’S BOND ORDER
AND THE PRELIMINARY OFFICIAL STATEMENT

April 6, 2008
REGULAR MEETING

VOTE: 8-0-0-0
Motion made by: Lee
Commissioners Consenting: Colemean, Friese, Raun, Warner, Chan, Pool, Gonzalez
Commissioners Dissenting:
Commissioners Abstaining:
Commissioners Absent:

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

ﬂ/ - /s b

Michae! Warner
Water and Wastewater Commission




