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A RESOLUTION OF THE TEXAS WATER DEVELOPMENT BOARD
APPROVING AN APPLICATION FOR FINANCIAL ASSISTANCE FROM THE CLEAN
WATER STATE REVOLVING FUND THROUGH THE PROPOSED PURCHASE OF
$19,990,000 TRINITY RIVER AUTHORITY RED OAK CREEK REGIONAL WASTEWATER
SYSTEM REVENUE BONDS, PROPOSED SERIES 2009

(09-168)

WHEREAS, Trinity River Authority, on behalf of its Red Oak Creek Regional Wastewater
System, (the “TRA™) has filed an application for financial assistance in the amount of $19,990,000
from the Clean Water State Revolving Fund to finance certain wastewater system improvements;
and

WHEREAS, TRA secks financial assistance from the Texas Water Development Board
(the “Board™) through the Board’s proposed purchase of $19,990,000 Trinity River Authority Red
QOak Creek Regional Wastewater System Revenue Bonds, Proposed Series 2009, (the
“Obligations™), all as is more specifically set forth in the application and in recommendations of
the Board’s Project Finance and Construction Assistance staff, to which documents express
reference is made; and

WHEREAS, in accordance with §15.607, Water Code, the Board hereby finds:

l. that in its optnion the revenues pledged by TRA will be sufficient to meet all the
obligations assumed by the TRA,; .

2. that the application and financial assistance requested meet the requirements of the Federal
Water Pollution Control Act, 33 U.S.C. §§1251 et seq. (1972), as amended, as well as state
law;

3. that the TRA will consider cost-effective, innovative methods of treatment; and

4. that the TRA has adopted and is implementing a water conservation program for the more

efficient use of water that will meet reasonably anticipated local needs and conditions and
that incorporates practices, techniques or technology prescribed by the Texas Water Code
and the Board’s rules.

NOW THEREFORE, based on these considerations and findings, the Texas Water
Development Board resolves as follows:

A commitment is made by the Board to Trinity River Authority’s Red Qak Creck Regional
Wastewater System for financial assistance in the amount of $19,990,000 from the Clean Water
State Revolving Fund, to be evidenced by the Board’s proposed purchase of $19,990,000 Trinity
River Authority Red Oak Creek Regional Wastewater Systemm Revenue Bonds, Proposed Series
2009. This commitment will expire on November 30, 2011.

Such commitment is conditioned as follows:
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12.

this commitment is contingent on a future sale of bonds by the Board or on the availability
of funds on hand;

this commitment is contingent upon issuance of a written approving opinion of the
Attorney General of the State of Texas stating that all of the requirements of the laws under
which said obligations were issued have been complied with; that said obligations were
issued in conformity with the Constitution and laws of the State of Texas; and that said
obligations are valid and binding obligations of TRA;

this commitment is contingent upon TRA's compliance with all applicable requirements
contained in the rules and regulations of the Board;

TRA’s bond counsel must prepare a written opinion that states that the interest on the
obligations is excludable from gross income or is exempt from federal income taxation.
Bond counscl may rely on covenants and representations of the District when rendering this
opinion;

TRA’s bond counsel must also state in the written opinion that the obligations are not
"private activity bonds." Bond counsel may rely on covenants and representations of the
District when rendering this opinion;

the ordinance/resolution authorizing the issuance of these obligations, (hereinafter referred
to as the “Authorizing Document’™), must include a provision prohibiting TRA from using
the proceeds of this loan in a manner that would cause the obligations to become “private
activity bonds”;

the Authorizing Document must include a provision requiring TRA to comply with the
provisions of §148 of the Internal Revenue Code of 1986 (relating to arbitrage);

the Authorizing Document must include a provision requiring TRA to make any required
rebate to the United States of arbitrage earnings;

the Authorizing Document must include a provision prohibiting TRA from taking any
action which would cause the interest on the obligations to be inciudable in gross income
for federal income tax purposes;

the Authorizing Document must provide that TRA will not cause or permit the obligations
to be treated as “federally guaranteed” obligations within the meaning of §149(b) of the
Internal Revenue Code;

the bond transcript must include a No Arbitrage Certificate or similar Federal Tax
Certificate setting forth TRA’s reasonable expectations regarding the use, expenditure and
investment of the proceeds of the obligations;

the bond transcript must include evidence that the information reporting requirements of
§149(e} of the Internal Revenue Code of 1986 will be satisfied. This requirement is
currently satisfied by filing IRS Form 8038 with the Internal Revenue Service. A
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completed copy of IRS Form 8038 must be provided to the Executive Administrator of the
Board prior to the release of funds;

the Authorizing Document must provide that the obligations can be called for early
redemption only in inverse order of maturity, and on any date beginning on or after the first
interest payment date which is 10 years from the dated date of the obligations, at a
redemption price of par, together with accrued interest to the date fixed for redemption;

TRA, or an obligated person for whom financial or operating data is presented to the Board
in the application for financial assistance either individually or in combination with other
issuers of TRA’s obligations or obligated persons, will, at a minimum, covenant to comply
with requirements for continuing disclosure on an ongoing basis substantially in the
manner required by Securities and Exchange Commission (“SEC”) rule 15¢2-12 and
determined as if the Board were a Participating Underwriter within the meaning of such
rule, such continuing disclosure undertaking being for the benefit of the Board and the
beneficial owner of TRA’s obligations, if the Board sells or otherwise transfers such
obligations, and the beneficial owners of the Board’s bonds if TRA is an obligated person
with respect to such bonds under SEC rule 15¢2-12;

prior to closing, TRA shall submit documentation evidencing the adoption and
implementation of sufficient system rates and charges or, if applicable, the levy of an
interest and sinking tax rate sufficient for the repayment of all system debt service
requirements;

prior to or at closing, TRA shall pay a 1.85% origination fee to the Board calculated
pursuant to Board rules;

prior to closing, TRA shall adopt and provide an executed copy of a escrow agreement or a
trust agreement, the form and substance of which is acceptable to the Executive
Administrator, addressing the deposit of bond proceeds into an escrow account or a trust
fund;

if a bond insurance policy or a surety policy in lieu of a cash reserve are utilized:

(a) thirty (30) days before closing, TRA shall submit a draft of the policy to the Board’s
Executive Administrator for a determination on whether the policy provides
appropriate security in accordance with Board policies;

(b) prior to closing, TRA shall provide the executed underlying documents of the policy
(e.g;, commitment letter, specimen policy) in a form and substance that is satisfactory
to the Board’s Executive Administrator; and

(¢) prior to closing, the Attomey General of the State of Texas must have considered the
use of said policy as a part of its approval of the proposed bond issue.
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subject to the availability of funds, TRA's debt structure or the timing of its funding needs,
the Board’s Executive Administrator may request that TRA execute a separate financing
agreement in a form and substance acceptable to the Board;

loan proceeds shall not be used by TRA when sampling, testing, removing or disposing of
contaminated soils and/or media at the project site. The Authorizing Document shall
include an environmental indemnification provision wherein TRA agrees to indemnify,
hold harmless and protect the Board from any and all claims, causes of action or damages
to the person or property of third parties arising from the sampling, analysis, transport,
storage, treatment and disposition of any contaminated sewage sludge, contaminated
sediments and/or contaminated media that may be generated by TRA, its contractors,
consultants, agents, officials and employees as a result of activities relating to the project to
the extent permitied by law;

TRA may be required to submit outlay reports with sufficient supporting documentation
(e.g; invoices, receipts) on a quarterly basis. The Board shall retain the right to request
project progress reports and outlay reports monthly as the project proceeds through each
project phase;

at the Board's option, the Board may fund the financial assistance under this Resolution
with either available cash-on-hand or from bond proceeds. If the financial assistance is
funded with available cash-on-hand, the Board reserves the right to change the designated
source of funds to bond proceeds issued for the purpose of reimbursing funds used to
provide the financial assistance approved in this Resolution; and

should one or more of the provisions in this resolution be held to be null, void, voidable or,
for any reason whatsoever, of no force and effect, such provision(s) shall be construed as
severable from the remainder of this resolution and shall not affect the validity of all other
provisions of this resolution which shall remain in ful] force and effect.

PROVIDED, however, the Authorizing Document is subject to the following special

conditions:

24,

25.

26.

the loan is approved for funding under the Board's pre-design funding option as specified in
31 TAC §375.39, and initial and future releases of funds are subject to all rules of the
Board relating to such funding option;

the Authorizing Document contain a provision that stating that the Authority will maintain
rates and charges to the Contracting Parties sufficient to meet the debt service requirements
on the outstanding obligations of the Authority that are supported by such revenues, and
that the Authority will require in its contracts with the Coniracting Parties that the
Contracting Parties maintain rates and charges for its water and sewer systems sufficient to
pay the Contracting Parties obligations secured by and made payable from the revenues
derived from the operation of its water and sewer systems;

upon request by the Executive Administrator, the Authority shall submit annual audits of
Contracting Parties for the Executive Administrator’s review; and
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if a reserve fund is funded with procesds from this lonn, then that veserve fund shall be
usedd solcly for the purpose of retiring the Jost bond payment, paying principal and mterest
when and to the extent the amounts in the interest and sinking fund are msufficient to
satisly the debt service requirements, or for purposes otherwise autharized by the Board's
Exceotive Administrater.

APPROVED and ordered of record this, the 19 duy of Noveraber, 2009

TEXAS WATER DEVELOPMENT BOARD

ATTEST:

ﬁf Z//zij

K{ in Ward
Efecutive Adminis{ratar
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PRIVATE PLACEMENT MEMORANDUM DATED AUGUST 25, 2011
NEW ISSUE BOOK-ENTRY-ONLY

On the date of initial delivery of the Obligations (defined below), Issuer Bond Counsel (defined on page 2) will render its
opinion substantially in the form attached in APPENDIX C - FORM OF OPINION OF BOND COUNSEL.

Dated: September 15, 2011

$11,710,000
TRINITY RIVER AUTHORITY OF TEXAS

RED QAK CREEK SYSTEM REVENUE BONDS

SERIES 2011 (the “Obligations™)
Due: February 1

Interest Date: Interest on the Obligations will be payable on February 1 and August 1 each year,
commencing Febrpary 1, 2012 (each an “Interest Payment Date™). The Obligations
will bear interest at the rates per annum set forth in “APPENDIX A - MATURITY
SCHEDULE.”

Record Date: The close of business on the fifteenth calendar day of the calendar month

Date Interest Accrucs;

immediately preceding the applicable Interest Payment Date.

Each Bond shall bear interest from the Delivery Date thereof or the most recent
Interest Payment Date to which interest has been paid or provided for at the rate set
forth, such interest payable semiannually on February 1 and August 1 of each year
until the earliest of maturity or prior redemption, commencing on the February 1, or
August 1, immediately following the Delivery Date.

Redemption; The Obligations are subject to redemption prior to maturity as provided herein. See
“THE OBLIGATIONS - Redemption Provisions™ herein.

Authorized The Obligations are being issued as fully registered bonds in denominations of

Dencminations: $5,000, or any integral multiple thereof.

Paying The paying agent (“Paying Agent/Registrar/Registrar”) for the Obligations is The

Apgent/Registrar/Registrar; Bank of New York Mellon Trust Company, National Association,

Book-Entry-Only System Upon initial issuance, the ownership of the Obligations will be registered in the
registration books of the Issuer kept by the Paying Agent/Registrar, in the name of
Cede & Co., as nominee of The Depository Trust Company, New York, New York
(“DTC”) to which principal, redemption premium, if any, and interest payments on
the Obligations will be made. The purchasers of the Obligations will not receive
physical delivery of bond certificates. Principal of, interest, and premium if any, on
the Obligations will be payable at the designated office of the Paying Agent/Registrar
in Dallas, Texas as the same become due and payable.

Issuer: Trinity River Authority of Texas.

Official Action; Bond resolution adopted on August 24, 2011 and the related Certificate of General
Manager dated August 25, 2011,

Purpose: Sce “APPENDIX B - OFFICIAL ACTION.”

Security for the See APPENDIX B - OFFICIAL ACTION.”

Obligations:

Ratings: See “OTHER INFORMATION - Ratings”

Delivery Date: October 6, 2011,

See “APPENDIX A - MATURITY SCHEDULE” for Principal Amounts, Maturities, Interest Rates,

Prices or Yields, and Initial CUSIP Numbers
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Private Placement Memorandum
relating to

$11,710,000

TRINITY RIVER AUTHORITY OF TEXAS
RED QAK CREEK SYSTEM REVENUE BONDS
SERIES 2011 (the “QObligations™)

INTRODUCTION
This Private Placement Memorandum, including the cover page and appendices, contains brief descriptions
of the Issuer, provides certain information with respect to the issuance by the Issuer, and summaries of certain
provisions of the “Obligations” pursuant to the Official Action. Except as otherwise set forth herein, capitalized
terms used but not defined in this Private Placement Memorandum have the meanings assigned to them in the
Official Action. See “APPENDIX B — “FORM OF OFFICIAL ACTION” attached hereto.

APPENDIX A coniains the maturity schedule for the Qbligations. APPENDIX B contains the Official
Action and a description of the purpose for the proceeds of the Obligations. APPENDIX C contains a copy of the
proposed opinion of Bond Counsel with respect to the Obligations. The summaries of the documents contained in
the forepart of this Private Placement Memorandum are not complete or definitive, and every statement made in this
Private Placement Memorandum concerning amy provision of any document is qualified by reference to such
document in its entirety.

THE OBLIGATIONS
General Description

The Obligations are being issued in the aggregate principal amount set forth in APPENDIX A of this
Private Placement Memorandum and will mature and be subject to redemption prior to maturity as described therein.
The Obligations are being issued as fully registered bonds in denominations of $5,000, or any integral multiple
thereof. The Obligations will be dated as of the stated date of issue and will mature on the dates referenced thereon,
and will bear interest at the rates per annum set forth in “APPENDIX A - MATURITY SCHEDULE.”

Interest on the Obligations is payable semiannually on each Interest Payment Date, and will be calculated
on the basis of a 360-day year consisting of twelve 30-day months. Principal of and the redemption price with
respect 1o the Obligations will be payable to the Owners upon presentation and surrender at the principal office of
the Paying Agent/Registrar.

Purpose
See “APPENDIX B - FORM OF OFFICIAL ACTION.”
Authority for Issuance

The Obligations are issued pursuant to Chapter 518, Acts of the 54th Texas Legislature, Regular Session,
1955, as amended, which created and empowers the Issuer, Chapter 30, Texas Water Code and other applicable
laws, as amended, and the Official Action adopted by the Issuer.

Security for the Obligations

See “APPENDIX B - FORM OF OFFICIAL ACTION.”
Redemption Provisions

On February 1, 2022, or on any date thereafter, the Obligations maturing on and after February 1, 2023
may be redeemed prior to their scheduled maturities, upon the written direction of the Issuer, with funds provided by

the Issuer, at par plus accrued interest to the date fixed for redemption as a whole, or in part in inverse order of
maturity, and if less than all of a maturity is to be redeemed the Paying Agent/Registrar will determine by lot the



Obligations, or portions thereof within such maturity to be redeemed (provided that a portion of a Bond may be
redeemed only in Authorized Denominations).

Notice of Redemption; Selection of Qbligatiens to Be Redeemed
See “APPENDIX B - FORM QOF OFFICIAL ACTION.”

The Paying Agent/Registrar, so long as a Book-Entry-Only System is used for the Bonds, will send any
notice of redemption of the Bonds, notice of proposed amendment to the Order or other notices with respect to the
Bonds anly to DTC. Any failure by DTC to advise any DTC participant, or of any DTC participant or indirect
participant to notify the beneficial owner, shall not affect the validity of the redemption of the Bonds called for
redemption or any other action premised on any such notice. Redemption of portions of the Bonds by the Issuer will
reduce the outstanding principal amount of such Bonds held by DTC.

Book-Entry-Only System

The information in this caption concerning The Depository Trust Company, New York, New York (“DTC”)
and DTC's book entry system has been obtained from DTC and the Issuer makes no representation or warranty nor
takes any responsibility for the accuracy or completeness of such information.

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

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New Y ork Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934, DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues,
corporate and municipat debt issues, and moncy market instruments (from over 100 countries) that DTC’s
participants (“Direct Participants™) deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic computerized book-
entry transfers and pledges between Direct Participants® accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S. and non-U. 8. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Cleaning Corporation (“DTCC™). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, ¢ither directly or indirectly ("Indirect
Participants"). DTC has a Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file
with the Securities and Exchange Commission. More information about DTC ¢an be found at www.dtcc.com.

Estimated Draw Schedule

See “APPENDIX D — DRAW SCHEDULE.”


http://www.dtcc.com

- TAX MATTERS
Opinion

Bond Counsel will deliver its opinion on the date of delivery of the Obligations substantially in the form as
attached in “APPENDIX C - FORM OF OPFINION OF BOND COUNSEL.”

OTHER INFORMATION
Forward Looking Statements

The statements contained in this Private Placement Memorandum, including the cover page, appendices,
and any other information or documents provided by the Issuer, that are not purely historical, are forward-fooking
statements, including statements regarding the Issuer’s expectations, hopes, intentions, or strategies regarding the
future. Holders and beneficial owners of the Obligations have placed reliance on forward-looking statements. All
forward looking statements included in this Private Placement Memorandum are based on information available to
the Issuer on the date hereof. It is important to note that the Issner’s actual results could differ materially from those
in such forward-looking statements.

Ratings

The bonds are rated “AA-" by Standard & Poor’s, a Division of The McGraw-Hill Companies, Inc. An
explanation of the significance of such ratings may be obtained from the company furnishing the rating The ratings
reflect only the respective views of such organizations and the Issuer makes no representation as to the
appropriateness of the ratings. There is no assurance that such ratings will continue for any given period of time or
that they will not be revised downward or withdrawn entirely by any or all of such rating companies, if in the .
judgment of any or all companies, circumstances ¢ warrant. Any such downward revision or withdrawal of such
ratings, or either of them, may have an adverse effect on the market price of the Obligations.

LITIGATION

General

On the date of delivery of the Obligations o the initial purchasers thercof, the Issuer will execute and
deliver a certificate to the effect that, except as disclosed herein, no litigation of any nature has been filed or is
pending, as of that date, to restrain or enjoin the issuance or delivery of the Obligations or which would affect the
provisions made for their payment or security or in any manner questioning the validity of the Obligations.

The Issuer

There is no litigation, proceeding, inguiry, or investigation pending by or before any court or other
governmental authority or entity (or, to the best knowledge of the Issuer, threatened) that adversely affects the
power, authority or obligation of the Issner to deliver the Obligations, the security for, or the validity of, the
Obligations or the financial condition of the Issuer.

CONTINUING DISCLOSURE OF INFORMATION

In the Official Action, the Issuer has made the following agreement for the benefit of the holders and
beneficial owners of the Obligations. The Issuer is required to observe the agreement for so long as it remains
obligated to advance funds to pay the Obligations. Under the agreement, the Issuer and the Contracting Parties (as
defined in the Official Action) will be obligated to provide timely notice of specified material events and the
Contracting Parties will be abligated to provide certain updated financial information and operating data, to certain
other information vendors. SEE APPENDIX B - “FORM OF OFFICTAL ACTION.”

Compliance with Prior Undertakings

During the last five years, the Issuer has complied in all materia} respects with its continuing disclosure
agreements in accordance with the Rule.



MISCELLANEOUS

Any statements made in this Private Placement Memorandum involving matters of opinion or of estimates,
whether or not so expressly stated, are sct forth as such and not as representations of fact, and no representation is
made that any of the cstimates will be realized. Neither this Private Placement Memorandum nor any statement that
may have been made verbally or in writing is to be construed as a contract with the owners of the Obligations.

The information contained above is neither guaranteed as to accuracy or completeness nor to be construed
as a representation by the Issuer. The information and expressions of opinion herein are subject to change without
notice and neither the delivery of this Private Placement Memorandum nor any sale made hereunder is to create,
under any circumstances, any implication that there has been no change in the affairs of the Issuer or the Issuer from
the date hereof.

The Private Placement Memorandum is submitted in connection with the sale of the securities referred to
herein and may not be reproduced or used, as a2 whole or in part, for any other purpose.

ADDITIONAL INFORMATION

The Private Placement Memorandum speaks only as of its date and the information contained herein is
subject to change. Descriptions of the Obligations and the Official Action and any other agreements and documents
contained herein constitute summaries of certain provisions thereof and do not purport to be compiete. This Private
Placement Memorandum was approved by the Issuer.

N/

J. Kefin Ward, General Manaber
Trinity River Authority of Texas

HOU:2930066.1



MATURITY SCHEDULE
CUSIP Prefix 896575

MATURITY DATE PRINCIPAL INTEREST
(February 1) AMOUNT(S) RATE(%)
2015 95,000 0.300
2016 515,000 0.550
2017 525,000 0.850
2018 545,000 1.200
2019 560,000 1.450
2020 570,000 1.700
2021 600,000 1.950
2022 615,000 2.100
2023 640,000 2.300
2024 670,000 2.450
2025 700,000 2.600
2026 740,000 2.700
2027 775,000 2.800
2028 815,000 2.950
2029 855,000 3.050
2030 900,000 3.150
2031 950,000 3.200
2032 515,000 3.250
2033 125,000 3.350

APPENDIX A

B-1

INITIAL
_YIELD(%)
0.300
0.550
0.850
1.200
1.450
1.700
1.950
2.100
2.300
2.450
2.600
2.700
2.800
2.950
3.050
3.150
3.200
3.250
3.350

CUSIP
Suffix
DTI
DUSR
DVé
DW4
DX2
DY0
DzZ7
EAl
EB9
EC7
ED5
EE3
EF0
EGS8
EH6
El2
EK9
EL7
EMS5



APPENDIX B
FORM OF OFFICIAL ACTION
BOND RESOLUTION
RESOLUTION NO. R-1332

RESOLUTION AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY OF TRINITY RIVER
AUTHORITY OF TEXAS RED OAK CREEK SYSTEM REVENUE BONDS AND APPROVING
AND AUTHORIZING INSTRUMENTS AND PROCEDURES RELATING THERETO

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

WHEREAS, Trinity River Authority of Texas, is an agency and political subdivision of the State
of Texas, being a conservation and reclamation district created and functioning under Article 16, Section
59, of the Texas Constitution, pursuant to the provisions of Chapter 518, Acts of the 54th Legislature,
Regular Session, 1955, as amended (the "Authority Act"); and

WHEREAS, a "Trinity River Authority of Texas - Red Oak Creck Regional Wastewater System
Contract" (the "Initial Contract”) has been duly executed among Trinity River Authority of Texas
(hereinafter called the "Issuer" or the "Authority") and the Cities of Cedar Hill, De Soto, Glenn Heights,
Lancaster, Ovilla, and Red Oak, Texas (the "Cities"), with respect to the acquisition and construction by
the Issuer, for the benefit of the Cities, of a wastewater treatment "System" as described in the Initial
Contract; and

WHEREAS, the date of the Initial Contract is JUNE 1, 1986; and

WHEREAS, the Initial Contract is hereby referred to and adopted for all purposes, the same as if
it had been set forth in its entirety in this Resolution; and

WHEREAS, pursuant to the Initial Contract the Issuer has issued and delivered, and there are
outstanding the following described bonds: Trinity River Authority of Texas Red Oak Creek System
Revenue Refunding Bonds, Series 2003, dated January 1, 2003 (the "Series 2003 Bonds"), authorized by
a resolution adopted by the Board of Directors of the Issuer on December 4, 2002, as amended (the
"Series 2003 Bond Resolution"), Trinity River Authority of Texas Red Oak Creek System Revenue
Bonds, Series 2006, dated October 1, 2006 (the "Series 2006 Bonds"), authorized by a resolution adopted
by the Board of Directors of the Issuer on October 25, 2006, as amended (the "Series 2006 Bond
Resolution"), Trinity River Authority of Texas Red Oak Creek System Revenue Bonds, Series 2008,
dated May 1, 2008 (the "Series 2008 Bonds"), authorized by a resolution adopted by the Board of
Directors of the Issuer on April 23, 2008, as amended (the "Series 2008 Bond Resolution") and Trinity
River Authority of Texas Red Oak Creek System Revenue Bonds, Series 2009, dated December 1, 2009
(the "Series 2009 Bonds"), authorized by a resolution adopted by the Board of Directors of the Issuer on
December 2, 2009 (the "Series 2009 Bond Resolution"); and

WHEREAS, the Initial Contract and the Series 2003 Bond Resolution, Series 2006 Bond
Resolution, Series 2008 Bond Resolution and Series 2009 Bond Resolution provide that the Bonds,
hereinafter defined, may be issued by the Issuer as Additional Bonds under the Series 2003 Bond
Resolution, the Series 2006 Bond Resolution, the Series 2008 Bond Resolution and the Series 2009 Bond
Resolution, such Bonds to be on a parity with the above described bonds which are presently unpaid,
unrefiinded, and outstanding; and



WHEREAS, the Authority has determined to issue and sell the hereinafter authorized Additional
Bonds to obtain funds to acquire and construct improvements to the System, hereinafter defined; and

WHEREAS, the bonds authorized to be issued by this Resolution (the "Bonds") shall be issued
and delivered pursuant to Chapter 518, Acts of the 54th Legislature of the State of Texas, Regular
Session, 1955, as amended (the "Authority Act” creating the Issuer), Chapter 1371, Texas Government
Code, as amended, and other applicable laws.

THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF TRINITY RIVER
AUTHORITY OF TEXAS, THAT:

Section 1. RECITALS, AMOUNT AND PURPOSE OF THE BONDS. The Board of Directors
hereby incorporates the recitals set forth in the preamble hereto as if set forth in full at this place and
further finds and determines that said recitals are true and correct. In order to obtain funds to pay the
costs of the acquisition and construction of improvements and extensions to the Trinity River Authority of
Texas Red Oak Creck Regional Wastewater System, the Board of Directors hereby authorizes and directs
the issuance of revenue bonds of the Issuer in the aggrepate principal amount of not to exceed
$11,710,000.

Section 2. DESIGNATION, DATE, DENOMINATIONS, NUMBERS, MATURITIES AND
SALE OF BONDS. (a) Each Bond issued pursuant to this Resolution shall be designated: "TRINITY
RIVER AUTHORITY OF TEXAS RED OAK CREEK SYSTEM REVENUE BOND, SERIES "
subject to paragraph (b) of this section.

(b) As authorized by Chapter 1371, Texas Government Code, as amended, the General Manager
of the Issuer is hereby designated as the "Authorized Officer" of the Issuer, and is hereby authorized,
appointed, and designated as the officer or employee of the Issuer authorized to act on behalf of the Issuer
in the selling and delivering of the Bonds and carrying out the other procedures specified in this
Resolution, including the use of a book-entry-only system with respect to the Bonds and the execution of
an appropriate letter of representations if deemed appropriate, the determining and fixing of the date of
the Bonds, any additional or different designation or title by which the Bonds shall be known, the price at
which the Bonds will be sold, the aggregate principal amount of the Bonds and the amount of each
maturity of principal thereof, the due date of each such maturity (not exceeding forty vears from the date
of the Bonds), the rate of interest to be borme by cach such maturity, the interest payment dates and
periods, the dates, price and terms upon and at which the Bonds shall be subject to redemption prior to
due date or maturity at the option of the Issuer, any mandatory sinking fund redemption provisions,
procunng municipal bond insurance, and approving modifications to this Resolution and executing such
instruments, documents and agreements as may be necessary with respect thereto, if it is determined that
such insurance would be financially desirable and advantageous, and all other matters relating to the
issuance, sale and delivery of the Bonds. The Authorized Officer, acting for and on behalf of the Issuer,
is authorized to arrange for the Bonds to be sold, in one or more issues, at negotiated sale to the Texas
Water Development Board, at such price, in an amount not to exceed the aggregate principal amount set
forth above, with such maturities of principal, with such interest rates, and with such optional and
mandatory sinking fund redemption provisions, if any, and other matters, as shall be mutually acceptable.
The price to be paid for the Bonds shall be not less than 95% of the initial aggregate principal amount
thereof, plus accrued interest thereon from their date to their delivery, if any, and no Bond shail bear
interest at a rate greater than 10% per annum. It is further provided, however, that, notwithstanding the
foregoing provisions, the Bonds shall not be delivered unless, prior to their delivery, the Bonds have been
rated by a nationally recognized rating agency for municipal long term obligations, as required by said
Chapter 1371, Texas Government Code, as amended.

Section 3. CHARACTERISTICS OF THE BONDS. Registration, Transfer, Conversion and
Exchange: Authentication. (a) The Issuer shall keep or cause to be kept at the principal corporate trust
office of The Bank of New York Mellon Trust Company, National Association, Dallas, Texas (the
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"Paying Agent/Registrar) books or records for the registration of the transfer, conversion and exchange
of the Bonds {the "Registration Books"), and the Issuer hereby appoints the Paying Agent/Registrar as its
registrar and transfer agent to keep such books or records and make such registrations of transfers,
conversions and exchanges under such reasonable regulations as the Issuer and Paying Agent/Registrar
may prescribe; and the Paying Agent/Registrar shall make such registrations, transfers, conversions and
exchanges as herein provided. The Paying Agent/Registrar shall obtain and record in the Registration
Books the address of the registered owner of each Bond to which payments with respect to the Bonds
shall be mailed, as herein provided; but it shall be the duty of each registered owner to notify the Paying
Agent/Registrar in writing of the address to which payments shall be mailed, and such interest payments
shall not be mailed unless such notice has been given. The Issuer shall have the right to inspect the
Registration Books during regular business hours of the Paying Agent/Registrar, but otherwise the Paying
Agent/Registrar shall keep the Registration Books confidential and, unless otherwise required by law,
shall not permit their inspection by any other entity. The Issuer shall pay the Paymg AgenrfRegmtrars
standard or customary fees and charges for making such registration, transfer, conversion, exchange and
delivery of a substitute Bond or Bonds. Registration of assignments, transfers, conversions and
exchanges of Bonds shall be made in the manner provided and with the effect stated in the FORM OF
BOND set forth in this Resolution. Each substitute Bond shall bear a letter and/or number to distinguish
it from each other Bond.

Except as provided in Section 3(c) hereof, an authorized representative of the Paying
Agent/Registrar shall, before the delivery of any such Bond, date and manually sign said Bond, and no
such Bond shall be deemed to be issued or outstanding unless such Bond is so executed. The Paying
Agent/Registrar promptly shall cancel all paid Bonds and Bonds surrendered for conversion and
exchange. No additional ordinances, orders, or resolutions need be passed or adopted by the governing
body of the Issuer or any other body or person so as to accomplish the foregoing conversion and exchange
of any Bond or portion thereof, and the Paying Agent/Registrar shall provide for the printing, execution,
and delivery of the substitute Bonds in the manner prescribed herein, and said Bonds shall be of type
composition printed on paper with lithographed or steel engraved borders of customary weight and
strength. Pursuant to Subchapter D, Chapter 1201, Texas Government Code, the duty of conversion and
exchange of Bonds as aforesaid is hercby imposed upon the Paying Agent/Registrar, and, upon the
execution of said Certificate, the converted and exchanged Bond shall be valid, incontestable, and
enforceable in the same manner and with the same effect as the Bonds which initially were issued and
delivered pursuant to this Resolution, approved by the Attorney General, and registered by the
Comptroller of Public Accounts.

(b) Payment of Bonds and Interest The Issuer hereby further appoints the Paying
Agent/Registrar to act as the paying agent for paying the principal of and interest on the Bonds, all as
provided in this Resolution. The Paying Agent/Registrar shall keep proper records of all payments made
by the Issuer and the Paying Agent/Registrar with respect to the Bonds, and of all conversions and
exchanges of Bonds, and all replacements of Bonds, as provided in this Resolution. However, in the
event of a nonpayment of interest on a scheduled payment date, and for thirty (30) days thereafter, a new
record date for such interest payment (a "Special Record Date") will be established by the Paying
Agent/Registrar, if and when funds for the payment of such interest have been received from the Issuer.
Notice of the Special Record Date and of the scheduled payment date of the past due interest (which shall
be 15 days after the Special Record Date) shall be sent at least five (5) business days prior to the Special
Record Date by United States mail, first-class postage prepaid, to the address of each registered owner
appearing on the Registration Books at the close of business on the last business day next preceding the
date of mailing of such notice.

(c) In General. The Bonds (i) shall be issued in fully registered form, without interest coupons,
with the principal of and interest on such Bonds to be payable only to the registered owners thereof, (ii)
may and shall be redeemed prior to their scheduled maturities (notice of which shall be given to the
Paying Agent/Registrar by the Issuer at least 50 days prior to any such redemption date), (iii) transferred
and assigned, (iv) may be converted and exchanged for other Bonds, (v) shall have the characteristics, (vi)
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shall be signed, sealed, executed and authenticated, (vii) the principal of and interest on the Bonds shall
be payable, and (vili) shall be administered and the Paying Agent/Registrar and the Issuer shall have
certain duties and respongibilities with respect to the Bonds, all as provided, and in the manner and to the
effect as required or indicated, in the FORM OF BOND set forth in this Resolution. The Bonds initially
issued and delivered pursuant to this Resolution are not required to be, and shall not be, authenticated by
the Paying Agent/Registrar, but on each substitute Bond issued in conversion of and exchange for any
Bond or Bonds issued under this Resolution the Paying Agent/Registrar shall execute the PAYING
AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE, in the form set forth in the FORM OF
BOND.

(d) Substitute Paying Agent/Registrar. The Issuer covenants with the registered owners of the
Bonds that at all times while the Bonds are outstanding the Issuer will provide a competent and legally
qualified bank, trust company, financial institution, or other agency to act as and perform the services of
Paying Agent/Registrar for the Bonds under this Resolution, and that the Paying Agent/Registrar will be
one entity. The Issuer reserves the right to, and may, at its option, change the Paying Agent/Registrar
upon not less than 120 days written notice to the Paying Agent/Registrar, to be effective not later than 60
days prior to the next principal or interest payment date after such notice. In the event that the entity at
any time acting as Paying Agent/Registrar (or its successor by merger, acquisition, or other method)
should resign or otherwise cease to act as such, the Issuer covenants that promptly it will appoint a
competent and legally qualified bank, trust company, financial institution, or other agency to act as
Paying Agent/Registrar under this Resolution. Upon any change in the Paying Agent/Registrar, the
previous Paying Agent/Registrar promptly shall transfer and deliver the Registration Books (or a copy
thereof), along with all other pertinent books and records relating to the Bonds, to the new Paying
Agent/Registrar designated and appointed by the Issuer. Upon any change in the Paying Agent/Registrar,
the Issuer promptly will cause a written notice thereof to be sent by the new Paying Agent/Registrar to
each registered owner of the Bonds, by United States mail, first-class postage prepaid, which notice also
shall give the address of the new Paying Agent/Registrar. By accepting the position and performing as
such, each Paying Agent/Registrar shall be deemed to have agreed to the provisions of this Resolution,
and a certified copy of this Resolution shall be delivered to each Paying Agent/Registrar,

(e) Book-Entry Only System. At the discretion of the Authorized Officer, Bonds may be issued
in exchange for the Bonds initially issued to the purchaser specified herein pursuant to a book-entry only
system, and if so issued, such Bonds shall be initially issued in the form of a separate single fully
registered Bond for each of the maturities thereof. Upon initial issuance, the ownership of each such
Bond shall be registered in the name of Cede & Co., as nominee of The Depository Trust Company of
New York ("DTC"), and except as provided in subsection (f) hereof, all of the outstanding Bonds shall be
registered in the name of Cede & Co., as nominee of DTC.

With respect to Bonds registered in the name of Cede & Co., as nominee of DTC, the Issuer and
the Paying Agent/Registrar shall have no responsibility or obligation to any securities brokers and dealers,
banks, trust companies, clearing corporations and certain other organizations on whose behalf DTC was
created ("DTC Participant") to hold securities to facilitate the clearance and settlement of securitics
transactions among DTC Participants or to any person on behalf of whom such a DTC Participant holds
an interest in the Bonds. Without imiting the immediately preceding sentence, the Issuer and the Paying
Agent/Registrar shall have no responsibility or obligation with respect to (i) the accuracy of the records of
DTC, Cede & Co. or any DTC Participant with respect to any ownership interest in the Bonds, (ii) the
delivery to any DTC Participant or any other person, other than a registered owner of Bonds, as shown on
the Registration Books, of any notice with respect to the Bonds, or (iii) the payment to any DTC
Participant or any other person, other than a registered owner of Bonds, as shown in the Registration
Books of any amount with respect to principal of or interest on the Bonds. Notwithstanding any other
provision of this Resolution to the contrary, the Issuer and the Paying Agent/Registrar shall be entitled to
treat and consider the person in whose name each Bond is registered in the Registration Books as the
absolute owner of such Bond for the purpose of payment of principal and interest with respect to such
Bond, for the purpose of registering transfers with respect to such Bond, and for all other purposes
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whatsoever. The Paying Agent/Registrar shall pay all principal of and interest on the Bonds only to or
upon the order of the registered owners, as shown in the Registration Books as provided in this
Resolution, or their respective attorneys duly authorized in writing, and all such payments shall be valid
and effective to fully satisfy and discharge the Issuer's obligations with respect to payment of principal of
and interest on the Bonds to the extent of the sum or sums so paid. No person other than a registered
owner, as shown in the Registration Books, shall receive a Bond certificate evidencing the obligation of
the Issuer to make payments of principal and interest pursuant to this Resolution., Upon delivery by DTC
to the Paying Agent/Registrar of written notice to the effect that DTC has determined to substitute a new
nominee in place of Cede & Co., and subject to the provisions in this Resolution with respect to interest
checks being mailed to the registered owner at the close of business on the Record date, the words "Cede
& Co." in this Resolution shall refer to such new nominee of DTC.

(f) Successor Securities Depository; Transfers Outside Book-Entry Only System. In the event
that the Issuer determines that DTC is incapable of discharging its responsibilities described herein and in

the representation letter of the Issuer to DTC or that it is in the best interest of the beneficial owners of the
Bonds that they be able to obtain certificated Bonds, the 1ssuer shall (i) appoint a successor securities
depository, qualified to act as such under Section 17A of the Securities and Exchange Act of 1934, as
amended, notify DTC and DTC Participants of the appointment of such successor securities depository
and transfer one or more separate Bonds to such successor securities depository or (ii) notify DTC and
DTC Participants of the availability through DTC of Bonds and transfer one or more separate Bonds to
DTC Participants having Bonds credited to their DTC accounts. In such event, the Bonds shall no longer
be restricted to being registered in the Registration Books in the name of Cede & Co., as nominee of
DTC, but may be registered in the name of the successor securities depository, or its nominee, or in
whatever name or names registered owners transferring or exchanging Bonds shall designate, in
accordance with the provisions of this Resolution,

(g) Payments to Cede & Co. Notwithstanding any other provision of this Resolution to the
contrary, so long as any Bond is registered in the name of Cede & Co., as nominge 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 representation letter of the Issuer to DTC.

(h) Notice of Redemption. (i) In addition to the notice of redemption set forth in the FORM OF
BOND, the Paying Agent/Registrar shall give notice of redemption of the Bonds by first class mail,
postage prepaid at least thirty (30) days prior to a redemption date to each registered securities depository
and to any national information service that disseminates redemption notices. In addition, in the event of
a redemption caused by an advance refunding of the Bonds, the Paying Agent/Registrar shall send a
second notice of redemption to the persons specified in the immediately preceding sentence at least thirty
(30) days but not more than ninety (50) days prior to the actual redemption date. Any notice sent to the
registered securitics depositories or such national information services shall be sent so that they are
received at least two (2) days prior to the general mailing or publication date of such notice. The Paying
Agent/Registrar shall also send a notice of prepayment or redemption to the Registered Owner of any
Bond who has not sent the Bonds in for redemption sixty (60) days after the redemption date.

(i) Each notice of redemption given by the Paying Agent/Registrar, whether required in the
FORM OF BOND or in this Section, shall contain a description of the Bonds to be redeemed including
the complete name of the Bonds, the Series, the date of issue, the interest rate, the maturity date, the
CUSIP number, the certificate numbers, the amounts called of each certificate, the publications and
mailing date for the notice, the date of redemption, the redemption price, the name of the Paying
Agent/Registrar and the address at which the Bonds may be redeemed, including a contact person and
telephone number.

(iti) All redemption payments made by the Paying Agent/Registrar to the Registered Owners
shall include a CUSIP number relating to each amount paid to such Registered Owner.



Section 4. FORM OF BONDS. The form of the Bonds, including the form of Paying
Agent/Registrar's Authentication Certificate, the form of Assignment and the form of Registration
Certificate of the Comptroller of Public Accounts of the State of Texas to be attached to the Bonds
imitially issued and delivered pursuant to this Resolution, shall be, respectively, substantially as follows,
with such appropriate variations, omissions, or insertions as are permitted or required by this Resolution.

FORM OF BOND
NO. R- PRINCIPAL
AMOUNT
$
UNITED STATES OF AMERICA
STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS
RED OAK CREEK SYSTEM REVENUE BONDS
SERIES

INTEREST RATE DATE OF ISSUANCE MATURITY DATE CUSIP NO.
REGISTERED OWNER:
PRINCIPAL AMOUNT: DOLLARS

ON THE MATURITY DATE specified above, the TRINITY RIVER AUTHORITY OF TEXAS
(the "Issuer"), being a governmental agency, and body corporate and politic of the State of Texas, hereby
promises to pay to the Registered Owner sct forth above, or registered assigns (hereinafter called the
"registered owner") the principal amount set forth above, and to pay interest thereon from the Date of
Issuance as set forth above, on , . and semiannually thereafter on each and
to the maturity date specified above, or the date of redemption prior to maturity, at the interest rate per
annum specified above, calculated on the basis of a 360-day year composed of twelve 30-day months;
except that if this Bond is required to be authenticated and the date of its authentication is later than the
first Record Date (hereinafier defined), such principal amount shall bear interest from the interest
payment date next preceding the date of authentication, unless such date of authentication is after any
Record Date but on or before the next following interest payment date, in which case such principal
amount shall bear interest from such next following interest payment date; provided, however, that if on
the date of authentication hereof the interest on the Bond or Bonds, if any, for which this Bond is being
exchanged or converted from is due but has not been paid, then this Bond shall bear interest from the date
to which such interest has been paid in full.

THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money of the United
States of America, without exchange or collection charges. The principal of this Bond shall be paid to the
registercd owner hereof upon presentation and surrender of this Bond at maturity or upon the date fixed
for its redemption prior to maturity, at the principal corporate trust office of The Bank of New York
Mellon Trust Company, National Association, Dallas, Texas, which is the "Paying Agent/Registrar” for
this Bond. The payment of interest on this Bond shall be made by the Paying Agent/Registrar to the
registered owner hereof on each interest payment date by check or draft, dated as of such interest payment
date, drawn by the Paying Agent/Registrar on, and payable solely from, funds of the Issuer required by
the Resolution authorizing the issuance of this Bond (the "Bond Resolution") to be on deposit with the
Paying Agent/Registrar for such purpose as hereinafter provided; and such check or draft shall be sent by
the Paying Apent/Registrar by United States mail, first-class postage prepaid, on each such interest
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payment date, to the registered owner hereof, at its address as it appeared on the fifteenth calendar day of
the month next preceding each such date (the "Record Date") on the Registration Books kept by the
Paying Agent/Registrar, as hereinafier described; provided, however, that for so long as the Texas Water
Development Board ("TWDB") is the registered owner of the Bonds, all payments of principal and
interest will be made in wire transfer form at no cost to the TWDB. In addition, interest may be paid by
such other method, acceptable to the Paying Agent/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
days thereafter, a new record date for such interest payment (a "Special Record Date") will be established
by the Paying Agent/Registrar, if and when funds for the payment of such interest have been received
from the Issuer. Notice of the Special Record Date and of the scheduled payment date of the past due
interest (which shall be 15 days after the Special Record Date) shall be sent at least five business days
prior to the Special Record Date by United States mail, first-class postage prepaid, to the address of each
owner of a Bond appearing on the Registration Books at the close of business on the last business day
next preceding the date of mailing of such notice.

ANY ACCRUED INTEREST duc at maturity or upon the redemption of this Bond prior to
maturity as provided herein shall be paid to the registered owner upon presentation and surrender of this
Bond for redemption and payment at the principal corporate trust office of the Paying Agent/Registrar.
The Issuer covenants with the registered owner of this Bond that on or before each principal payment
date, interest payment date, and accrued interest payment date for this Bond it will make available to the
Paying Agent/Registrar, from the "Interest and Redemption Fund" created by the Bond Resolution, the
amounts required to provide for the payment, in immediately available funds, of all principal of and
interest on the Bonds, when due.

IF THE DATE for the payment of the principal of or interest on this Bond shall be a Saturday,
Sunday, a legal holiday, or a day on which banking institutions in the city where the principal corporate
trust office of the Paying Agent/Registrar is located are authorized by law or executive order to close,
then the date for such payment shall be the next succeeding day which is not such a Saturday, Sunday,
legal holiday, or day on which banking institutions are authorized to close; and payment on such date
shall have the same force and effect as if made on the original date payment was due.

THIS BOND is one of a Series of Bonds dated , authorized in accordance with
the Constitution and laws of the State of Texas in the principal amount of $ , IN
ORDER TO OBTAIN FUNDS TO PAY THE COSTS OF THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS TO THE TRINITY RIVER
AUTHORITY OF TEXAS RED OAK CREEK REGIONAL WASTEWATER SYSTEM.

ON _, or on any date thereafter, the Bonds of this Series may be redeemed prior
to their scheduled maturities, in inverse order of maturity, at the option of the Issuer, with funds derived
from any available and lawful source, as a whole, or in part, and, if in part, the particular Bonds to be
redeemed shall be selected and designated by the Issuer, at the redemption price of the principal amount,
plus accrued interest to the date fixed for redemption.

The Bonds maturing in the year ____ are subject to mandatory redemption prior to maturity in
part, at random, by lot or other customary ry method selected by the Paying Agent/Registrar, at par plus
accrued interest to the redemption date, in amounts sufficient to redeem said Bonds on in
the years and principal amounts shown on the following schedule:

Maturity
Principal
Year Amount ($)



The principal amount of said Bonds required to be redeemed pursuant to the operation of such
mandatory redemption provision shall be reduced, at the option of the Issuer, by the principal amount of
said Bonds of the respective maturity which, at least 50 days prior to the mandatory redemption date (1)
shall have been acquired by the Issuer at a price not exceeding the principal amount of such Bonds plus
accrued interest to the date of purchase thereof, and delivered to the Paying Agent/Registrar for
cancellation, (2) shall have been purchased and canceled by the Paying Agent/Registrar at the request of
the Issuer at a price not exceeding the principal amount of such Bonds plus accrued interest to the date of
purchase, or (3) shall have been redeemed pursuant to the optional redemption provisions and not
theretofore credited against a mandatory redemption requirement.

AT LEAST 30 days prior to the date fixed for any redemption of Bonds or portions thereof prior
to maturity a written notice of such redemption shall be sent by the Paying Agent/Registrar by United
States mail, first-class postage prepaid, to the registered owner of each Bond to be redeemed at its address
as it appeared on the registration books of the Paying Apent/Registrar at the close of business on the
business day next preceding the date of mailing such notice of redemption and to major securities
depositories, national bond rating agencies and bond information services; provided, however, that the
failure of the registered owner to receive such notice, or any defect therein or in the sending or mailing
thereof, shall not affect the validity or effectiveness of the proceedings for the redemption of any Bond.
- By the date fixed for any such redemption, due provision shall be made with the Paying Agent/Registrar
for the payment of the required redemption price for the Bonds or portions thereof which are to be so
redeemed. If such written notice of redemption is sent and if due provision for such payment is made, all
as provided above, the Bonds or portions thercof which are to be so redeemed thereby automatically shall
be treated as redeemed prior to their scheduled maturities, and they shall not bear interest after the date
fixed for redemption, and they shall not be regarded as being outstanding except for the right of the
registered owner to receive the redemption pnice from the Paying Agent/Registrar out of the funds
provided for such payment. If a portion of any Bond shall be redeemed a substitute Bond or Bonds
having the same maturity date, bearing interest at the same rate, in any denomination or denominations in
any integral multiple of $5,000, at the written request of the registered owner, and in aggregate amount
equal to the unredeemed portion thereof, will be issued to the registered owner upon the surrender thereof
for cancellation, at the expense of the Issuer, all as provided in the Bond Resolution.

IF AT THE TIME OF MAILING of notice of optional redemption there shall not have either
been deposited with the Paying Agent/Registrar or legally authorized escrow agent immediately available
funds sufficient to redeem all the Bonds called for redemption, such notice must state that it is
conditional, and is subject to the deposit of the redemption moneys with the Paying Agent/Registrar or
legally authorized escrow agent at or prior to the redemption date, and such notice shall be of no effect
unless such moneys are so deposited on or prior to the redemption date. If such redemption is not
effectuated, the Paying Agent/Registrar shall, within 5 days thereafier, give notice in the manner in which
the notice of redemption was given that such moneys were not so received and shall rescind the
redemption.

ALL BONDS OF THIS SERIES are issuable solely as fully registered Bonds, without interest
coupons, in the denomination of any integral multiple of $5,000. As provided in the Bond Resolution,
this Bond, or any unredeemed portion hereof, may, at the request of the registered owner or the assighee
or assignees hereof, be assigned, transferred, converted into and exchanged for a like aggregate principal
amount of fully registered Bonds, without interest coupons, payable to the appropriate registered owner,
assignee or assignees, as the case may be, having the same denomination or denominations in any integral
multiple of $5,000 as requested in writing by the appropriate registered owner, assignee or assignees, as
the case may be, upon surrender of this Bond to the Paying Agent/Registrar for cancellation, all in
accordance with the form and procedures set forth in the Bond Resolution. Among other requirements for
such assignment and transfer, this Bond must be presented and surrendered to the Paying Agent/Registrar,
together with proper instruments of assignment, in form and with guarantee of signatures satisfactory to
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the Paying Agent/Registrar, evidencing asstgnment of this Bond or any portion or portions hereof in any
integral multiple of $5,000 to the assignee or assignees in whose name or names this Bond or any such
portion or portions hereof is or are to be registered. The form of Assignment printed or endorsed on this
Bond may be executed by the registered owner to evidence the assignment hereof, but such method is not
exclusive, and other instruments of assignment satisfactory to the Paying Agent/Registrar may be used to
evidence the assignment of this Bond or any portion or portions hereof from time to time by the registered
owner. The Paying Apent/Registrar's reasonable standard or customary fees and charges for assigning,
transferring, converting and exchanging any Bond or portion thereof will be paid by the Issuer. In any
circumstance, any taxes or governmental charges required to be paid with respect thereto shall be paid by
the one requesting such assignment, transfer, conversion or exchange, as a condition precedent to the
exercise of such privilege. The Paying Agent/Registrar shall not be required to make any such transfer,
conversion or exchange (1) during the period commencing with the close of business on any Record Date
and ending with the opening of business on the next following principal or interest payment date, or, (1)
with respect to any Bond or any portion thereof called for redemption prior to maturity, within 45 days
prior to its redemption date.

IN THE EVENT any Paying Agent/Registrar for the Bonds is changed by the Issuer, resigns or
otherwise ceases to act as such, the Issuer has covenanted in the Bond Resolution that it promptly wiil
appoint a competent and legally qualified substitute therefor, and cause written notice thereof to be mailed
to the registered owners of the Bonds.

IT IS HEREBY certified, recited, and covenanted that this Bond has been duly and validly
authorized, issued, sold, and delivered; that all acts, conditions, and things required or proper to be
performed, exist, and be done precedent to or in the authorization, issuance, and delivery of this Bond
have been performed, existed, and been done in accordance with law; that this Bond is a special
obligation of the Issuer which, together with other outstanding parity bonds, is secured by and payable
from a first lien on and pledge of the "Pledged Revenues", as defined in the Bond Resolution, which
include the "Net Revenues of the Red Oak Creck System", as defined in the Bond Resolution, and include
payments and amounts received by the Issuer pursuant to the "Trinity River Authority of Texas-Red Oak
Creek Regional Wastewater System Contract" dated as of June 1, 1986, among the Issuer and the Cities
of Cedar Hill, De Soto, Glenn Heights, Lancaster, Ovilla, and Red Oak, Texas.

THE ISSUER has reserved the right, subject to the restriction stated in the Bond Resolution, to
issue Additional Bonds payable from and secured by a first lien on and pledge of the "Pledged Revenues"
on a parity with this Bond and series of which it is a part.

THE ISSUER also has reserved the right to amend the Bond Resolution with the approval of the
registered owners of a majority in principal amount of all outstanding bonds secured by and payable from
a first lien on and pledge of the "Pledged Revenues",

THE REGISTERED OWNER hereof shall never have the right to demand payment of this Bond
or the interest hereon from taxes or from any source whatsoever other than specified in the Bond
Resolution.

BY BECOMING the registered owner of this Bond, the registered owner thereby acknowledges
all of the terms and provisions of the Bond Resolution, agrees to be bound by such terms and provisions,
acknowledges that the Bond Resolution i1s duly recorded and available for inspection in the official
minutes and records of the governing body of the Issuer, and agrees that the terms and provisions of this
Bond and the Bond Resolution constitute a contract between each registered owner hereof and the Issuer,
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IN WITNESS WHEREQF, the Issuer has caused this Bond to be signed with the manual or
facsimile signature of the President of the Board of Directors of the Issuer and countersigned with the
manual or facsimile signature of the Assistant Secretary of the Board of Directors of the Issuer, and has
caused the official seal of the Issuer to be duly impressed, or placed in facsimile, on this Bond.

Assistant Secretary, Board of Directors President, Board of Directors
Trinity River Authority of Texas Trinity River Authority of Texas
(SEAL)

FORM OF

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

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

It is hereby certified that this Bond has been issued under the provisions of the Bond Resolution
described in the text of this Bond; and that this Bond has been issued in conversion or replacement of, or
in exchange for, a bond, bonds, or a portion of a bond or bonds of a Series which originally was approved
by the Attorney General of the State of Texas and registered by the Comptroller of Public Accounts of the
State of Texas.

Dated THE BANK OF NEW YORK MELLON TRUST COMPANY,

NATIONAL ASSOCIATION
Paying Agent/Registrar

By

Authorized Representative

FORM OF ASSIGNMENT

ASSIGNMENT

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

Please insert Social Security or Taxpayer
Identification Number of Transferee

(Please print or typewrite name and address,
including zip code of Transferee)
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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 substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed by
an ¢ligible guarantor institution participating in
a securities transfer association recognized
signature guarantee program.

NOTICE: The signature above must
correspond with the name of the registered
owner as it appears upon the front of this Bond
in every particular, without alteration or

enlargement or any change whatsoever.

FORM OF REGISTRATION CERTIFICATE QF
THE COMPTROLLER OF PUBLIC ACCOUNTS:

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

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

Witness my signature and seal this

Comptroller of Public Accounts
of the State of Texas

(COMPTROLLER'S SEAL)

Section 5. DEFINITIONS. As used in this Bond Resolution the following terms shall have the
meanings set forth below, unless the text hereof specifically indicates otherwise:

The term "Additional Bonds" means the additional parity bonds permitted to be authorized in this
Bond Resolution.

The term "Authority” or "Issuer" means Trinity River Authority of Texas.

The term "Board" or "Board of Directors" means the Board of Directors of the Issuer, being the
governing body of the Issuer and it is further resolved that the declarations and covenants of the Issuer
contained in this Resolution are made by, and for and on behalf of the Board and the Issuer, and are
binding upon the Board and the Issuer for all purposes.

The terms "Bond Resolution” or "Resolution” mean this resolution adopted by the Board of
Directors of the Issuer on August 24, 2011, authorizing the issuance of the Bonds.

The term "Bonds" means collectively the initial Bonds as described and defined in Section 2 of

this Bond Resolution, and all substitute bonds exchanged therefor and other substitute bonds as provided
for in this Bond Resolution.
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The term "Contracting Parties” means the Initial Contracting Parties and any other entity which
becomes an Additional Contracting Party and therefore a Contracting Party pursuvant to the Initial
Contract.

The term "Contracts” means collectively () the Initial Contract, (b) any contracts with any entity
which becomes an Additional Contracting Party and therefore a Contracting Party pursuant to the Initial
Contract, and (c) all other contracts and agreements executed between the Issuer and other entities in
connection with the services of the System.

The terms "Gross Revenues of the System" and "Gross Revenues” mean all of the revenues,
income, rentals, rates, fees, and charges of every nature derived by the Issuer from the operation and/or
ownership of the System, including specifically all payments and amounts received by the Issuer from
Contracts, and any income from the investment of money in any Funds maintained or created by this
Bond Resolution, excepting any amounts required to be rebated to the Internal Revenue Service as
described in Section 24.

The term "Initial Contract" means the Trinity River Authority of Texas-Red Oak Creek Regional
Wastewater System Contract, dated June 1, 1986, among the Issuer and the Initial Contracting Parties.

The term "Initial Contracting Parties” means the Cities of Cedar Hill, De Soto, Glenn Heights,
Lancaster, Ovilla, and Red Oak, Texas.

The terms "Net Revenues of the Authority's System", "Net Revenues of the System" and "Net
Revenues" shall mean the Gross Revenues of the System less the Operation and Maintenance Expenses of
the System.

The term "Operation and Maintenance Expenses" means all costs and expenses of operation and
maintenance of the System, including (for greater certainty but without limiting the generality of the
foregoing) repairs and replacements for which no special fund is created in the Bond Resolution,
operating personnel, the cost of utilities, the costs of supervision, engineering, accounting, auditing, legal
services, supplies, services, administration of the System, including general overhead expenses of the
Issuer attributable to the System, insurance premiums, equipment necessary for proper operation and
maintenance of the System, and payments made by the Issuer in satisfaction of judgments resulting from
claims not covered by the Issuer’s insurance arising in connection with the operation and maintenance of
the System. The term also includes the charges of the bank or banks and other entities acting as paying
agents and/or registrars for any Parity Bonds or Additional Bonds. The termn does not include
depreciation,

The term "Parity Bonds” means collectively (1) the Bonds and (ii) any Series 2003 Bonds, Series
2006 Bonds, Series 2008 Bonds and Series 2009 Bonds which will be outstanding and payable from the
Pledged Revenues after the delivery of the Bonds.

The term "Pledged Revenues" means: (a) the Net Revenues of the System and (b) any additional
revenues, income, receipts, donations, or other resources derived or received or to be received from any
public or private source, whether pursuant to an agreement or otherwise, which in the future may, at the
option of the Issuer, be pledged to the payment of the Parity Bonds or the Additional Bonds.

The terms "Red Oak Creek System” and "System" mean all of the Issuer's wastewater reception,
transportation, treatment, and disposal facilities, as described and defined in the Contract, serving the
Contracting Parties in the area of the watershed or drainage basin of Red Oak Creek (a tributary of the
Trinity River) in Dallas and Ellis Counties, Texas, together with all improvements and additions to and
extensions, enlargements, and replacements of such facilities. However, said terms do not include any
facilities acquired or constructed by the Issuer with the proceeds from the issuance of "Special Facilitics
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Bonds", which are hereby defined as being revenue obligations of the Issuer which are not issued as
Additional Bonds, and which are payable from any source, contract, or revenues whatsoever other than
the Pledged Revenues; and Special Facilities Bonds may be issued for any lawful purpose and made
payable from any source, contract, or revenues whatsoever other than the Pledged Revenues.

The terms "year" or "fiscal year" shall mean the Authority's fiscal year, which initially shall be
the year commencing December 1 of cach calendar year and ending on November 30 of the following
calendar year, but which subsequently may be any other 12 month period hereafter established by the
Issuer as a fiscal year.

Section 6. PLEDGE. The Parity Bonds and any Additional Bonds, and the interest thercon, are
and shall be secured equally and ratably on a parity by and payable from a first lien on and pledge of the
Pledged Revenues, and the Pledged Revenues are further pledged to the establishment and maintenance
of the Interest and Redemption Fund, the Reserve Fund, and the Contingency Fund as provided in this
Bond Resolution.

Section 7. REVENUE FUND. There has heretofore been created and there shall be maintained
on the books of the Issuer, and accounted for separate and apart from all other funds of the Issuer, a
special fund to be entitled the "Trinity River Authority of Texas Red Oak Creek System Revenue Bonds
Revenue Fund" (hereinafter called the "Revenue Fund"). All Gross Revenues of the System {excepting
investment income from any Fund other than the Revenue Fund) shall be credited to the Revenue Fund
promptly after they become available. All Operation and Maintenance Expenses of the System shall be
paid from the Gross Revenues of the System, as a first charge against same.

Section 8. INTEREST AND REDEMPTION FUND. For the sole purpose of paying the
principal of and interest on all Parity Bonds and any Additional Bonds, as the same come due, there has
heretofore been created and there shall be maintained at an official depository bank of the Issuer a
separate fund to be entitled the "Trinity River Authority of Texas Red Oak Creek System Revenue Bonds
Interest and Redemption Fund" (hereinafter called the "Interest and Redemption Fund").

Section 9. RESERVE FUND. There has heretofore been created and there shall be maintained at
an official depository bank of the Issuer a separate fund to be entitled the "Trinity River Authority of
Texas Red QOak Creck System Revenue Bonds Reserve Fund (hereinafier called the "Reserve Fund").
The Reserve Fund shall be used solely for the purpose of finally retiring the last of any Parity Bonds or
Additional Bonds, or for paying when due the principal of and interest on any Parity Bonds or Additional
Bonds when and to the extent the amounts in the Interest and Redemption Fund and Contingency Fund
are insufficient for such purpose.

Section 10. CONTINGENCY FUND. There has herctofore been created and there shall be
maintained at an official depository bank of the Issuer a separate fund to be entitled the "Trinity River
Authority of Texas Red Oak Creck System Revenue Bonds Contingency Fund" (hereinafter called the
"Contingency Fund"). The Contingency Fund shall be used solely for the purpose of paying the costs of
improvements, enlargements, extensions, or additions, or other capital expenditures relating to the
System, and unexpected or extraordinary repatrs or replacements of the System for which System funds
are not otherwise available, or for paying unexpected or extraordinary Operation and Maintenance
Expenses of the System for which System funds are not otherwise available, or for paying principal of
and interest on any Parity Bonds or Additional Bonds, when and to the extent the amount in the Interest
and Redemption Fund is insufficient for such purpose.

Section 11. DEPOSITS OF PLEDGED REVENUES; INVESTMENTS. (a) The Pledged
Revenues shall be deposited into the Interest and Redemption Fund, the Reserve Fund, and the
Contingency Fund when and as required by this Bond Resolution,



(b) Money in any Fund maintained pursuant to this Resolution may, at the option of the Issuer,
be invested as permitted by sections 8(n) and 8-B, Article 8280-188, V.AT.C.S,, as amended, and in
compliance with the Public Funds Investment Act, Chapter 2256, Texas Government Code, as amended,
the Pubic Funds Collateral Act, Chapter 2257, Texas Government Code, as amended, and the investment
policy of the Issuer. Such deposits and investments shall be made consistent with the estimated
requirements of such Funds, and any obligation in which money is so invested shall be kept and held for
the benefit of the owners of the Parity Bonds and Additional Bonds, and shall be promptly sold and the
proceeds of sale applied to the making of all payments required to be made from the Fund from which the
investment was made. All eamings from the deposit or investment of any such Fund shall be credited to
such Fund. All investment earnings on deposit in the Interest and Redemption Fund shall reduce the
amounts which otherwise would be required to be deposited therein, with the result that the requirements
of the Contracting Parities to pay principal and/or interest payments under the Contracts shall be reduced
accordingly.

{c) Notwithstanding the foregoing provisions of this Section and of Sections 14 and 15, all
investment income, if any, required by the United States Internal Revenue Code to be rebated by the
Issuer to the Internal Revenue Service in order to prevent the Bonds from being or becoming taxable
"arbitrage bonds” under said Code shall be withdrawn from each Fund created by this Bond Resolution
and so rebated to the extent so required.

Section 12. FUNDS SECURED. Money in all Funds created by this Bond Resolution, to the
extent not invested, shall be secured in the manner prescribed by law for securing funds of the Issuer.

Section 13. DEBT SERVICE REQUIREMENTS. (a) Promptly after the delivery of the Bonds
the Issuer shall cause to be deposited to the credit of the Interest and Redemption Fund, from the proceeds
received from the sale and delivery of the Bonds, all accrued interest received from such sale.

(b) The Issuer shall transfer from the Pledged Revenues and deposit to the credit of the Interest
and Redemption Fund the amounts, at the times, as follows:

on or before the first interest payment date on the Bonds, and semiannually thereafter, on or
before each interest payment date, an amount sufficient, together with other amounts, if any, then on hand
in the Interest and Redemption Fund and available for such purpose, to pay the interest and/or principal
and interest scheduled to accrue and come due on the Bonds on each interest payment date.

Section 14. RESERVE FUND. (a) In addition to words and terms otherwise defined in this
Resolution, the following definitions shall apply to words and terms used in this section:

"Bond Insurance Policy" means an insurance policy issued by a Bond Insurer insuring or
guaranteeing the payment of principal of and interest on any Bonds or Additional Bonds.

"Bond Insurer' means an entity that insures or guarantees the payment of principal of and interest
on any of the Bonds or Additional Bonds.

"Credit Facility" means a Bond Insurance Policy, a surety bond (including any supporting
Insurance Agreement), or a letter or line of credit issued in support of any Bonds or Additional Bonds by
a Credit Facility Provider at the request of the Issuer.

"Credit Facility Provider" means (i) with respect to any Credit Facility consisting of a policy of
municipal bond insurance or a surety bond, an issuer of policies of insurance insuring the timely payment
of debt service on governmental obligations such as the Bonds or Additional Bonds, provided that a
Rating Agency having an outstanding rating on the Bonds or Additional Bonds would rate the Bonds or
Additional Bonds upon delivery of the Bonds or Additional Bonds fully insured by a standard policy
issued by the issuer in its highest generic rating category for such obligations; and (i) with respect to any
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Credit Facility consisting of a letter or line of credit, any financial institution, provided that a Rating
Agency having an outstanding rating on the Bonds or Additional Bonds would rate the Bonds or
Additional Bonds in one of its two highest generic rating categories for such obligations if the letter or
line of credit proposed to be issued by such financial institution secured the timely payment of the entire
principal amount of the series of Bonds or Additional Bonds and the interest thereon.

"Fitch" means Fitch Investors Service, L.P., its successors and their assigns, and, if such
corporation shall be dissolved or liquidated or shall no longer perform the functions of a securities rating
agency, Fitch shall be deemed to refer to any other nationally recognized sccurities rating agency
designated by the Issuer.

"Insurance Agreement” means an agreement between the Issuer and the Bond Insurer respecting a
municipal bond debt service reserve insurance policy constituting a Reserve Fund Obligation.

"Moody's" means Moody's Investors Service, Inc., its successors and their assigns, and, if such
corporation shall be dissolved or liquidated or shall no longer perform the functions of a securities rating
agency, Moody's shall be deemed to refer to any other nationally recognized securities rating agency
designated by the Issuer.

"Rating Agencies" means S&P, Moody's and/or Fitch according to which of such rating agencies
then rates the Bonds or Additional Bonds of the applicable series; and provided that if neither of such
rating agencics then rates the Bonds or Additional Bonds of such series, the term "Rating Agencies” shall
refer to any national rating agency (if any) which provides such rating.

"Required Reserve" means an amount equal to the lesser of (i) the average annual principal and
interest requirements on the Bonds or Additional Bonds or (ii) the amount determined by the Internal
Revenue Code of 1986, as amended, and the regulations thereunder, as of the date of issuance of any
hereafter issued Bonds or Additional Bonds issued with the intent that interest thereon will be excludable
from the gross income of the registered owners thereof for federal income tax purposes, to be a
reasonably required reserve or replacement fund.

"Reserve Fund Obligation" means a Credit Facility satisfying the requirements of this section
which is deposited in the Reserve Fund to meet all or part of the Required Reserve as provided in section.

"S&P" means Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies,
Inc., its successors and their assigns, and, if such corporation shall be dissolved or liquidated or shall no
longer perform the functions of a securities rating agency, S&P shall be deemed to refer to any other
nationally recognized securities rating agency designated by the Issuer.

(b) Initially, the Required Reserve shall be funded, to the extent necessary, by a deposit of bond
proceeds. Thereafter, no further deposits shall be made into the Reserve Fund as long as the money and
investments, together with any Reserve Fund Obligation, in the Reserve Fund are at least equal in market
value to the Required Reserve; but if and whenever the market value of money and investments, together
with any Reserve Fund Obligation, in the Reserve Fund is reduced below said Required Reserve because
of a decrease in market value of investments, then the Issuer shall require the Contracting Parties to
increase payments under the Contract as soon as practicable, and in all events by the end of the next
Fiscal Year, in an amount sufficient to restore the Reserve Fund to the Required Reserve; and in the event
the Reserve Fund is used to pay the principal of or interest on the Bonds or Additional Bonds because of
insufficient amounts being available in the Interest and Sinking Fund, then the Issuer shall require the
Contracting Parties to increase payments under the Contract in an amount sufficient to restore the Reserve
Fund to the Required Reserve in market value, and from such increased payments the Issuer shall deposit
in the Reserve Fund, in approximately equal pertodic installments, not less than annual, such amounts as
are required to restore the Reserve Fund to the Required Reserve in market value as soon as practicable,
but in any case, within one year from any date of the use of the Reserve Fund to pay such principal or
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interest. For purposes of calculating the amount on hand in the Reserve Fund, an amount equal to the
maximum available amount which may be drawn under any Reserve Fund Obligation, as described in (f)
below, will be deemed on deposit in the Reserve Fund. During any period in which the money and
investments credited to the Reserve Fund, taking into account any Reserve Fund Obligation, are equal to
or exceed the Required Reserve in market value then during such period all investment eamings and
income from the Reserve Fund shall be deposited upon receipt to the credit of the Interest and Sinking
Fund.

(c) The Reserve Fund shall be used only for the purpose of paying principal of or interest on the
Bonds or Additional Bonds when there is not sufficient money available in the Interest and Sinking Fund
for such payments, and shall be used finally to pay, redeem or retire the last of the outstanding Bonds or
Additional Bonds.

(d) The Reserve Fund shall secure and be used to pay all Bonds or Additional Bonds, in the
manner and to the extent provided herein. However, each resolution pursuant to which additional Bonds
or Additional Bonds are issued shall provide and require that (i) the aggregate amount to be accumulated
and maintained in the Rescrve Fund shall be increased (if and to the extent necessary) to the Required
Reserve required after the issuance of such additional Bonds or Additional Bonds; and (ii) the required
additional amount, if any, shall be so accumulated by the deposit in the Reserve Fund of all of said
required additional amount in cash or a Reserve Fund Obligation immediately after the delivery of the
then proposed additional Bonds or Additional Bonds.

{c) Notwithstanding any other provisions of this Resolution, an equivalent Reserve Fund
Obligation may be substituted by the Issuer at any time and from time to time for all or any part of the
money and/or investments held for the credit of the Reserve Fund, and such money and/or investments
may be withdrawn and used for any lawful purpose, provided, however, that to the extent such funds were
derived from the proceeds of Bonds or Additional Bonds, such funds may only be withdrawn and either
(i} deposited into the Interest and Sinking Fund or (ii) applied for a purpose for which such Bonds or
Additional Bonds were originally issued. If a Reserve Fund Obligation is used as provided above, any
reimbursements required thereunder to be paid to a Credit Facility Provider as a result of a draw or
demand thereunder and any interest thereon and expenses payable thereunder shall be made, as provided
in the Reserve Fund Obligation, from moneys deposited into the Reserve Fund until fully paid. If it
becomes necessary to pay interest on or principal of any Bonds from the Reserve Fund, money and
investments held for the credit of the Reserve Fund shall be utilized first for such purpose, before any
demand or draw is made on a Reserve Fund Obligation.

(f) A Reserve Fund Obligation permitied under (b), above, must be a Credit Facility in the form
of a surety bond, insurance policy, or letter of credit meeting the requirements described below.

(1) A surety bond or insurance policy issued to the Issuer or other party, as agent of the
registered owners, by a company licensed to issue an insurance policy guarantecing the timely
payment of debt service on the Bonds (a "municipal bond insurer") if the claims paying ability of
the issuer thercof shall, at the time of issuance, be rated by at least two of the following rating
agencies in the indicated rating categories, to-wit, "AAA" by S&P or Fitch or "Aaa" by Moody's.

(2) A surety bond or insurance policy issued to the Issuer or other party, as agent of the
registered owners, by an entity other than a municipal bond insurer, if the form and substance of
such instrument and the issuer thereof shall be approved in writing by each Bond Insurer of
record.

(3} An unconditional irrevocable letter of credit issued to the Issuer or other party, as
agent of the registered owners, by a bank if the issuer thercof, at the time of issuance, is rated by
at least two of the following rating agencies in the indicated rating categories, to-wit, at least
"AA" by S&P or Fitch or "Aa" by Moody's. The letter of credit shall be payable in one or more
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draws upon presentation by the Issuer or other party of a sight draft accompanied by its certificate
(which must be satisfactory in form and substance to the Issuer or other party and the issuer of the
letter of credit) that the Issuer then holds insufficient funds to make a required payment of
principal or interest on the Bonds or Additional Bonds. The draws shall be payable within two
days of presentation of the sight draft. The letter of credit shall be for a term of not less than three
years and shall be subject to an "evergreening" feature so as to provide the Issuer with at least 30
months notice of termination. The issuer of the letter of credit shall be required to notify the
Issuer not later than 30 months prior to the stated expiration date of the letter of credit, as to
whether such expiration date shall be extended, and if so, shall indicate the new expiration date.
If such notice indicates that the expiration date shall not be extended, the Issuer shall deposit in
the Reserve Fund, in accordance with this section, an amount sufficient to cause the money or
investments on deposit in the Reserve Fund, together with any other qualifying Reserve Fund
Obligations, to accumulate to the Required Reserve, unless the expired Reserve Fund Obligation
is replaced by a Reserve Fund Obligation meeting the requirements in any of 1 through 3, above.
The letter of credit shall permit a draw in full prior to the expiration or termination of such letter
of credit if the letter of credit has not been replaced or renewed. The Issuer or other party shall
draw upon the letter of credit prior to its expiration or termination unless an acceptable
replacement is in place or the Reserve Fund is fully funded to the Required Reserve.

(4) The obligation to reimburse the issuer of a Reserve Fund Obligation for any
expenses, claims, or draws upon such Reserve Fund Obligation, including interest thereon, shall
be made from the deposits made to the Reserve Fund as provided in this section and in
accordance with the provisions of the Reserve Fund Obligation. The Reserve Fund Obligation
shall provide for a revolving feature under which the amount available thereunder will be
reinstated to the extent of any reimbursement of draws or claims paid. If the revolving feature is
suspended or terminated for any reason, the right of the issuer of the Reserve Fund Obligation to
reimbursement will be subordinated to the cash replenishment of the Reserve Fund to an amount
equal to the difference between the full original amount available under the Reserve Fund
Obligation and the amount then available for further draws or claims. In the event (a) the issuer
of a Reserve Fund Obligation becomes insolvent, or (b) the issuer of a Reserve Fund Obligation
defaults in its payment obligations thereunder, or (c) the claims paying ability of the issuer of the
insurance policy or surety bond falls below "AAA" by S&P or Fitch or "Aaa" by Moody's, or (d)
the rating of the issuer of the letter of credit falls below the "AA" category by S&P or Fitch or the
"Aa" category by Moody's, the obligation to reimburse the issuer of the Reserve Fund Obligation
shall be subordinate to the cash replenishment of the Reserve Fund.

(5) In the event (a) the rating of the claims paying ability of the issuer of the surety bond
or insurance policy is no longer rated at least in the "AA" category by S&P or Fitch or the "Aa"
category by Moody's, or a higher category, or (b) the rating of the issuer of the letter of credit
falls below the "AA" category by S&P or Fitch or the "Aa" category by Moody's, or (c) the
issuer of the Reserve Fund Obligation defaults in its payment obligations hereunder, or (d) the
1ssuer of the Reserve Fund Obligation becomes insolvent, the Issuer shall either (i) deposit into
the Reserve Fund, in accordance with this section, amounts sufficient to cause the money or
investments on deposit in the Reserve Fund to accumulate to the Required Reserve within twelve
months of such occurrence, or (ii) replace such instrument with a surety bond, insurance policy,
or letter of credit meeting the requirements in any of 1 through 3 above within twelve months of
such occurrence.

(6) Where applicable, the amount available for draws or claims under a Reserve Fund
Obligation may be reduced by the amount of money or investments deposited in the Reserve
Fund pursuant to clause (1) of the preceding subparagraph 5.

(7) The Issuer shall ascertain the necessity for a claim or draw upon any Reserve Fund
Obligation and provide notice to the issuer of the Reserve Fund Obligation in accordance with its
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terms not later than three days (or such appropriate time period as will, when combined with the
timing of required payment under the Reserve Fund Obligation, ensure payment under the
Reserve Fund Obligation on or before the interest payment date) prior to each interest payment
date.

(8) Cash on deposit in the Reserve Fund shall be used (or investments purchased with
such cash shall be liquidated and the proceeds applied as required) prior to any drawing on any
Reserve Fund Obligation. If and to the extent that more than one Reserve Fund Obligation is
deposited in the Reserve Fund, drawings thereunder and repayments of costs associated therewith
shall be made on a pro rata basis, calculated by reference to the maximum amounts available
thereunder.

(g} Any excess in the Reserve Fund over the Required Reserve in effect at any time shall be
deposited to the credit of the Interest and Redemption Fund.

Section 15. CONTINGENCY REQUIREMENTS. There is currently on deposit in the
Contingency Fund the sum of at least $25,000. No additional deposits are required to be made to the
credit of the Contingency Fund unless and until such amount therein is reduced or depleted or unless the
Issuer, upon the advice and recommendation of an independent engineer or firm of engineers, determines
it necessary to increase such amount in order adequately to provide for contingencies related to the
System, or unless the Issuer provides for an increase in such amount in any resolution authorizing
Additional Bonds. If and when such amount in the Contingency Fund is reduced or depleted, or an
increase in such amount has been provided for, then, subject and subordinate to making the required
deposits to the credit of the Interest and Redemption Fund and the Reserve Fund, such reduction or
depletion shall be restored, and/or such amount shall be increased, to the extent not otherwise funded,
from amounts which shall be provided for such purpose in the Issuer's Annual Budget for the next
ensuing fiscal year or years; provided that the Issuer is not required to budget more than one third of the
amount to be accumulated for such purpose during any one fiscal year. So long as the Contingency Fund
contains money and investments not less than the amount specified above (or the amount to which the
Contingency Fund may be increased as aforesaid) in market value, any surplus in the Contingency Fund
over said amount shall promptly after October 1 of each year, be deposited to the credit of the Interest and
Redemption Fund.

Section 16. DEFICIENCIES,; EXCESS PLEDGED REVENUES. (a) If on any occasion there
shall not be sufficient Pledged Revenues to make the required deposits into the Interest and Redemption
Fund, the Reserve Fund, and the Contingency Fund, then such deficiency shall be made up as soon as
possible from the next available Pledged Revenues.

(b) Subject to making the required deposits to the credit of the Interest and Redemption Fund, the
Reserve Fund, and the Contingency Fund, when and as required by this Bond Resolution, or any
resolution authorizing the issuance of Additional Bonds, the excess Pledged Revenues may be used for
any lawful purpose relating to the System.

Section 17. PAYMENT OF PARITY BONDS AND ADDITIONAL BONDS. On or before the
first interest payment date on the Bonds, and semiannually on or before each interest payment date
thereafter while any of the Parity Bonds or Additional Bonds are outstanding and unpaid, the Issuer shall
make available to the Paying Agent/Registrar, out of the Interest and Redemption Fund, or the Reserve
Fund or the Contingency Fund, if necessary, money sufficient to pay such interest on and such principal
of the Parity Bonds and Additional Bonds as will accrue or mature on each interest payment date.

Section 18. ADDITIONAL BONDS. (a) The Issuer shall have the right and power at any time
and from time to time, and in one or more Series or issues, to authorize, issue, and deliver additional
parity revenue bonds (herein called "Additional Bonds™), in accordance with law, in any amounts, for any
lawful purpose related to the System, including the refunding of any Parity Bonds or Additional Bonds.
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Such Additional Bonds, if and when authorized, issued, and delivered in accordance with the provisions
hereof, shall be secured by and made payable equally and ratably on a parity with the Parity Bonds and
Bonds, from a first lien on and pledge of the Pledged Revenues.

(b) The Interest and Redemption Fund, the Reserve Fund, and the Contingency Fund established
pursuant to this Bond Resolution shall secure and be used to pay all Additional Bonds as well as the
Parity Bonds and Bonds, all on a parity. However, each resolution under which Additional Bonds are
issued shall provide and require that, in addition to the amounts required by the provisions of this Bond
Resolution and the provisions of each resolution authorizing Additional Bonds to be deposited to the
credit of the Interest and Redemption Fund, the Issuer shall deposit to the credit of the Interest and
Redemption Fund at least such amounts as are required for the payment of all principal of and interest on
said Additional Bonds then being issued, as the same come due; and that the aggregate amount to be
accumulated and maintained in the Reserve Fund shall be increased (if and to the extent necessary) to an
amount not less than the average annual principal and interest requirements of all Parity Bonds and
Additional Bonds which will be outstanding after the issuance and delivery of the then proposed
Additional Bonds, and that the required additional amount shall be so accumulated by the deposit in the
Reserve Fund of all or any part of said required additional amount as a Reserve Fund Obligation or in
cash immediately after the delivery of the then proposed Additional Bonds, or, at the option of the Issuer,
by the deposit of said required additional amount (or any balance of said required additional amount not
deposited in cash as permitted above) in five approximately equal annual installments, made on or before
the 1st day of February of each year following the delivery of the then proposed Additional Bonds.

(c) All calculations of average annual principal and interest requirements made pursuant to this
Section shall be made as of and from the date of the Additional Bonds then proposed to be issued. :

(d) The principal of all Additional Bonds must be scheduled to be paid or mature on February 1
of the years in which such principal is scheduled to be paid or mature; and all interest thereon must be
payable on February 1 and August 1, and such interest must be fixed at a predetermined rate or rates in
the authorizing bond proceedings; and for the purposes of this and all other Sections of this Resolution,
principal amounts of any Parity Bonds or Additional Bonds or pertions thereof which are required to be
prepaid or redeemed on any date prior to scheduled due date or maturity pursuant to any mandatory
redemption requirements shall be deemed to be due and maturing amounts of principal on the date
required to be prepaid or redeemed.

Section 19. FURTHER REQUIREMENTS FOR ADDITIONAL BONDS. Additional Bonds
shali be issued only in accordance with the provisions hereof, but notwithstanding any provisions hereof
to the contrary, no installment, series, or issue of Additional Bonds shall be issued or delivered unless the
President and the Secretary of the Board of Directors of the Issuer sign a written certificate to the effect
that the Issuer is not in default as to any covenant, condition, or obligation in connection with all
outstanding Parity Bonds and Additional Bonds, and the resolutions authorizing the same, that the Interest
and Redemption Fund and the Reserve Fund each contains the amount then required to be therein, and
that either (1) based on a report of an independent engineer or firm of engineers, the Pledged Revenues, in
each fiscal year thereafter, commencing with the third complete fiscal year following the date of such
report, are estimated to be at least equal to 1.25 times the average annual principal and interest
requirements of all Parity Bonds and Additional Bonds to be outstanding after the delivery of the then
proposed Additional Bonds, or (2) based upon an opinion of legal counsel to the Issuer, there are
Contracts then in effect pursuant to which the Contracting Parties and others, if any, which are parties to
such Contracts are obligated to make payments to the Issuer during each fiscal year (including during
periods when services of the System may not be available to such Contracting Parties and others) in such
amounts as shall be necessary to provide to the Issuer Pledged Revenues sufficient to pay when due all
principal of and interest on all Parity Bonds and Additional Bonds to be outstanding after the issuance of
the proposed Additional Bonds, and to make the deposits into the Reserve Fund as required under this
Resolution.
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Section 20. GENERAL COVENANTS. The Issuer further covenants and agrees that:

(a) PERFORMANCE; BOND INSURERS RIGHTS. It will faithfully perform at all times any
and all covenants, undertakings, stipulations, and provisions contained in each resolution authorizing the
issuance of the Parity Bonds and any Additional Bonds, and in each and every Parity Bond and
Additional Bond; that it will promptly pay or cause to be paid the principal of and interest on every Parity
Bond and Additional Bond, on the dates and in the places and manner prescribed in such resolutions and
Parity Bonds or Additional Bonds, and that it will, at the times and in the manner prescribed, deposit or
cause to be deposited the amounts required to be deposited into the Interest and Redemption Fund and the
Reserve Fund and any holder of the Parity Bonds or Additional Bonds may require the Issuer, its Board of
Directors, and its officials and employees, to carry out, respect, or enforce the covenants and obligations
of each resolution authorizing the issuance of the Parity Bonds and Additional Bonds, by all legal and
equitable means, including specifically, but without limitation, the use and filing of mandamus
proceedings, in any court of competent jurisdiction, against the Issuer, its Board of Directors, and its
officials and employees.

(b) ISSUER'S LEGAL AUTHORITY. It is a duly created and existing conservation and
reclamation district of the State of Texas pursuant to Article 16, Section 59, of the Texas Constitution,
and Chapter 518, Acts of the 54th Legislature, Regular Session, 1955, as amended, and is duly
authorized under the laws of the State of Texas to create and issue the Bonds; that all action on its part of
the creation and issuance of the Bonds has been duly and effectively taken, and that the Bonds in the
hands of the owners thereof are and will be valid and enforceable special obligations of the Issuer in
accordance with their terms.

(c) TITLE. It has or will obtain lawful title to, or the lawful right to use and operate, the lands,
buildings, and facilities constituting the System and will use its best efforts to acquire and construct the
System as provided in the Contracts, that it warrants that it will defend the title to or lawful right to use
and operate, all of the aforesaid lands, buildings, and facilities, and every part thereof, for the benefit of
the owners of the Parity Bonds and Additional Bonds against the claims and demands of all persons
whomsoever, that it is lawfully qualified to pledge the Pledged Revenues to the payment of the Parity
Bonds and Additional Bonds in the manner prescribed herein, and has lawfully exercised such rights.

(d) LIENS. It will from time to time and before the same become delinquent pay and discharge
all taxes, assessments, and governmental charges, if any, which shall be lawfully imposed upon it, or the
System, that it will pay all lawful claims for rents, royaltics, labor, materials, and supplies which if unpaid
might by law become a lien or charge thereon, the lien of which would be prior to or interfere with the
liens hereof, so that the priority of the liens granted hereunder shall be fully preserved in the manner
provided herein, and that it will not create or suffer to be created any mechanic’s, laborer's, materialman's,
or other lien or charge which might or could be prior to the liens hereof, or do or suffer any matter or
thing whereby the liens hereof might or could be impaired; provided, however, that no such tax,
assessment, or charge, and that no such claims which might be used as the basis of a mechanic's, laborer's,
materialman's, or other lien or charge, shall be required to be paid so long as the validity of the same shall
be contested in good faith by the Issuer.

(e) OPERATION OF SYSTEM. That while the Parity Bonds or any Additional Bonds are
outstanding and unpaid it will cause the System to be continuously and efficiently operated and
maintained in good condition, repair, and working order, and at a reasonable cost.

(f) FURTHER ENCUMBRANCE. That while the Parity Bonds or any ‘Additional Bonds are
outstanding and unpaid the Issuer shall not additionally encumber the Pledged Revenues in any manner,
except as permitted hereby in connection with Additional Bonds, unless said encumbrance is made junior
and subordinate in all respects to the liens, pledges, covenants, and agreements hereof and any resolution
authorizing the issuance of Additional Bonds; but the right of the Issuer and the Board to issue revenue
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bonds for any lawful purpose payable from a subordinate lien on the Pledged Revenues is specifically
recognized and retained.

(g) SALE OF PROPERTY. That while the Parity Bonds or any Additional Bonds, are
outstanding and unpaid, the Issuer will maintain its current legal corporate status as a conservation and
reclamation district, and the Issuer shall nct sell, convey, mortgage, or in any manner transfer title to, or
lease, or otherwise dispose of the entire System, or any significant or substantial part thereof, provided
that whenever the Issuer deems it necessary or advisable to dispose of any real or personal property,
machinery, fixtures, or equipment, it may sell or otherwise dispose of such property, machinery, fixtures,
or equipment if the Issuer determines that such property, machinery, fixtures, or equipment are not needed
for System purposes, or if the Issuer has made arrangements to replace the same or provide substitutes
therefor.

(h) INSURANCE. (1) That it will carry fire, casualty, public liability, and other insurance,
including self-insurance on the System for purposes and in amounts which ordinarily would be carried by
a privately owned utility company owning and operating such facilities, except that the Issuer shall not be
required to carry liability insurance except to insure itself against risk of loss due to claims for which it
can, in the opinion of the Issuer's legal counsel, be liable under the Texas Tort Claims Act or any similar
law or judicial decision. Such insurance will provide, to the extent feasible and practical, for the
restoration of damaged or destroyed properties and equipment to minimize the interruption of the services
of such facilities. All such policies shall be open to the inspection of the owners of the Bonds and their
representatives and any Bond Insurer of record at all reasonable times.

(2) Upon the happening of any loss or damage covered by insurance from one or more of said
causes, the Issuer shall make due proof of loss and shall do all things necessary or desirable to cause the
insuring companies to make payment in full directly to the Issuer. The proceeds of insurance covering
such property, together with any other funds necessary and available for such purpose, shall be used
forthwith by the Issuer for repairing the property damaged or replacing the property destroyed; provided,
however, that if said insurance proceeds and other funds are insufficient for such purpose, then said
insurance proceeds pertaining to the System shall be used promptly as follows:

(a) for the redemption prior to maturity of the Parity Bonds and Additional Bonds, if any, ratably in the
proportion that the outstanding principal of each Series or issue of Parity Bonds or Additional Bonds
bears to the total outstanding principal of all Parity Bonds and Additional Bonds; provided that if on any
such occasion the principal of any such Series or issue is not subject to redemption, it shall not be
regarded as outstanding in making the foregoing computation; or

(b) if none of the outstanding Parity Bonds or Additional Bonds is subject to redemption, then for the
purchase on the open market and retirement of said Parity Bonds and Additional Bonds, in the same
proportton as prescribed in the foregoing clause (2), to the extent practicable; provided that the purchase
price for any such Parity Bond or Additional Bond shall not exceed the redemption price of such Parity
Bond or Additional Bond on the first date upon which it becomes subject to redemption; or

(c) to the extent that the foregoing clauses (a) and (b) cannot be complied with at the time, the
insurance proceeds, or the remainder thereof, shall be deposited in a special and separate trust fund, at an
official depository of the Issuer, to be designated the Insurance Account. The Insurance Account shall be
held until such time as the foregoing clauses (a) and/or (b) can be complied with, or until other funds
become available which, together with the Insurance Account, will be sufficient to make the repairs or
replacements originally required, whichever of said events occurs first,

() RATE COVENANT. It will fix, establish, maintain, and collect such rentals, rates, charges,

and fees for the use and availability of the System as are necessary to produce Gross Revenues of the
System sufficient, together with any other Pledged Revenues, (2) to pay all Operation and Maintenance
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Expenses of the System, and (b} to make all payments and deposits required to be made into the Interest
and Redemption Fund and to maintain the Reserve Fund and the Contingency Fund, when and as required
by the resolutions authorizing all Parity Bonds and Additional Bonds.

() RECORDS. Proper books of records and account will be kept in which full, true, and correct
entries will be made of all dealings, activities, and transactions relating to the System, the Pledged
Revenues, and all Funds created pursuant to this Bond Resclution; and all books, documents, and
vouchers relating thereto shall at all reasonable times be made available for ingpection upon request of the
owner of any Bond or any Bond Insurer of record.

(k) AUDITS. Each fiscal year while any of the Parity Bonds or Additional Bonds are
outstanding, an audit will be made of its books and accounts relating to the System and the Pledged
Revenues by an independent certified public accountant or an independent firm of certified public
accountants. As soon as practicable after the close of each fiscal year, and when said audit has been
completed and made available to the Issuer, a copy of such audit for the preceding fiscal year shall be
mailed to each Bond Insurer of record, the Municipal Advisory Council of Texas, and to any owner of
any Bond who shall so request in writing. Such annual audit reports shall be open to the inspection of
each Bond Insurer of record and the owners of the Bonds and their agents and representatives at all
reasonable times.

(1) GOVERNMENTAL AGENCIES. It will comply with all of the terms and conditions of any
and all franchises and permits applicable to the System granted by any governmental agency, and all
franchises, permits, and agreements applicable to the System and the Parity Bonds or Additional Bonds
entered into between the Issuer and any governmental agency, and the Issuer will take all action necessary
to enforce said terms and conditions; and the Issuer will obtain and keep in full force and effect all
franchises, permits, and other requirements necessary with respect to the acquisition, construction,
operation, and maintgnance of the System.

{(m) CONTRACTS. It will comply with the terms and conditions of the Contracts and will cause
the Contracting Parties and others to comply with all of their obligations thereunder by all lawful means;
and that the Contracts will not be changed, rescinded, modified, or amended in any way which would
have a materially adverse effect on the operation and maintenance of the System by the Issuer or the
rights of owners of the Bonds.

(n) ANNUAL BUDGET. The Issuer shall prepare and adopt an Annual Budget for the System
for each fiscal year as required by the Contracts, and shall, promptly after its adoption, mail a copy
thereof to each Bond Insurer of record.

Section 21. AMENDMENT OF RESOLUTION. (a) The owners of Parity Bonds and
Additional Bonds aggregating a majority in principal amount of the aggregate principal amount of then
outstanding Parity Bonds and Additional Bonds (for purposes of this sentence only, 100% of the
aggregate principal amount of Parity Bonds or Additional Bonds which are insured by a bond insurance
provider at the time that the Issuer secks approval of an amendment shall be deemed to be owned by such
bond insurance provider) shall have the right from time to time to approve any amendment to any
resolution authorizing the issvance of any Parity Bonds or Additional Bonds, which may be deemed
necessary or desirable by the Issuer, provided, however, that nothing herein contained shall permit or be
construed to permit the amendment of the terms and conditions in said resclutions or in the Parity Bonds
or Additional Bonds so as to:

(1) Make any change in the maturity of the outstanding Parity Bonds or Additional
Bonds;

(2) Reduce the rate of interest bome by any of the outstanding Parity Bonds or
Additional Bonds;
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(3) Reduce the amount of the principal payable on the outstanding Parity Bonds or
Additional Bonds;

(4) Modify the terms of payment of principal of or interest on the outstanding Parity
Bonds or Additional Bonds, or impose any conditions with respect to such payment;

(5) Affect the rights of the owners of less than all of the Parity Bonds and Additional
Bonds then outstanding; or

(6) Change the minimum percentage of the principal amount of Parity Bonds and
Additional Bonds necessary for consent to such amendment.

(b) If at any time the Issuer shall desire to amend a resolution under this Section, the Issuer shall
cause notice of the proposed amendment to be published in a financial newspaper or journal published in
The City of New York, New York, once during each calendar week for at least two successive calendar
weeks. Such notice shall briefly set forth the nature of the proposed amendment and shall state that a
copy thereof is on file at the principal office of cach Paying Agent/Registrar for the Parity Bonds and
Additional Bonds, for inspection by all owners of Parity Bonds and Additional Bonds. Such publication
is not required, however, if notice in writing is given to the owner of cach of the Parity Bonds and
Additional Bonds.

(c) Whenever at any time not less than thirty days, and within one year, from the date of the first
publication of said notice or other service of written notice the Issuer shall receive an instrument or
instruments executed by the owners of at least a majority in aggregate principal amount of all Parity
Bonds and Additional Bonds then outstanding, which instrument or instruments shall refer to the
proposed amendment described in said notice and which specifically consent to and approve such
amendment in substantially the form of the copy thereof on file as aforesaid, the Issuer may adopt the
amendatory resolution in substantially the same form:

(d) Upon the adoption of any amendatory resolution pursuant to the provisions of this Section,
the resolution being amended shall be deemed to be amended in accordance with the amendatory
resolution, and the respective rights, duties, and obligations of the Issuer and all the owners of then
outstanding Parity Bonds and Additional Bonds and all future Additional Bonds shall thereafier be
determined, exercised, and enforced hereunder, subject in all respects to such amendment.

(¢) Any consent given by the owner of a Parity Bond or Additional Bond pursuant to the
provisions of this Section shall be irrevocable for a period of six months from the date of the first
publication of the notice provided for in this Section, and shall be conclusive and binding upon such
owner and all future owners of the principal amount of such Parity Bond or Additional Bond and any
bond issued in substitution and exchange therefor during such period. Such consent may be revoked at
any time after six months from the date of the first publication of such notice by the owner who gave such
consent, or by a successor in title, by filing notice thereof with the Paying Agent/Registrar for such Parity
Bond or Additional Bond, and the Issuer, but such revocation shall not be effective if the owner of a
majority in aggregate principal amount of then outstanding Parity Bonds and Additional Bonds as in this
Section defined have, prior to the attempted revocation, consented to and approved the amendment.

(f) For the purpose of this Section, all matters relating to the ownership of Parity Bonds and
Additional Bonds shall be determined from the Registration Books of the Issuer kept by the
Paying/Registrar for such Parity Bonds and Additional Bonds.

(g) Notwithstanding the foregoing provisions of this Section 21, if there has been filed with the

Paying Agent/Registrar a Bond Insurance Policy, or a certified copy thereof, with respect to any Parity
Bond or Additional Bond, no consent by the registered owner of such Parity Bond or Additional Bond to
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the execution of any amendment or other modification of this Resolution shall be effective unless the
Bond Insurer consents in writing to the execution of such amendment or other modification. The Issuer
further covenants that it will furnish to each Bond Insurer of record a transcript of the pertinent
proceedings relating to each amendment or other modification of this Resolution.

Section 22. DEFEASANCE OF BONDS. (a) Any Bond and the interest thereon shall be deemed
to be paid, retired, and no longer outstanding (a "Defeased Bond") within the meaning of this Resolution,
except to the extent provided in subsection {d) of this Section, when payment of the principal of such
Bond, plus interest thereon to the due date (whether such due date be by reason of maturity or otherwise)
either (i) shall have been made or caused to be made in accordance with the terms thereof, or (i) shall
have been provided for on or before such due date by irrevocably depositing with or making available to
the Paying Agent/Registrar in accordance with an escrow agreement or other instrument (the "Future
Escrow Agreement") for such payment (1) lawful money of the United States of America sufficient to
make such payment or (2) Defeasance Securities that mature as to principal and interest in such amounts
and at such times as will insure the availability, without reinvestment, of sufficient money to provide for
such payment, and when proper arrangements have been made by the Issuer with the Paying
Agent/Registrar for the payment of its services until all Defeased Bonds shall have become due and
payable. At such time as a Bond shall be deemed to be a Defeased Bond hereunder, as aforesaid, such
Bond and the interest thereon shall no longer be secured by, payable from, or entitled to the benefits of,
the Net Revenues as provided in this Resolution, and such principal and interest shall be payable solely
from such money or Defeasance Securities. Notwithstanding any other provision of this Resolution to the
contrary, it is hereby provided that any determination not to redeem Defeased Bonds that is made in
conjunction with the payment arrangements specified in subsection 22{a){(i) or (ii} shall not be
irrevocable, provided that: (1) in the proceedings providing for such payment arrangements, the Issuer
expressly reserves the right to call the Defeased Bonds for redemption; (2) gives notice of the reservation
of that right to the owners of the Defeased Bonds immediately following the making of the payment
arrangements; and (3} directs that notice of the reservation be included in any redemption notices that it
authorizes.

(b) Any moneys so deposited with the Paying Agent/Registrar may at the written direction of the
Issuer also be invested in Defeasance Securities, maturing in the amounts and times as hereinbefore set
forth, and all income from such Defeasance Securities received by the Paying Agent/Registrar that is not
required for the payment of the Bonds and interest thereon, with respect to which such money has been so
deposited, shall be turned over to the Issuer, or deposited as directed in writing by the Issuer. Any Future
Escrow Agreement pursuant to which the money and/or Defeasance Securities are held for the payment of
Defeased Bonds may contain provisions permitting the investment or reinvestment of such moneys m
Defeasance Securities or the substitution of other Defeasance Securities upon the satisfaction of the
requirements specified in subsection 22(a)(i) or (ii). All income from such Defeasance Securtiies
received by the Paying Agent/Registrar which is not required for the payment of the Defeased Bonds,
with respect to which such money has been so deposited, shall be remitted to the Issuer or deposited as
directed in writing by the Issuer.

(c} The term "Defeasance Securities” means any securities and obligations now or hercafier
authorized by State law that are eligible to discharge obligations such as the Bonds.

(d) Until all Defeased Bonds shall have become due and payable, the Paying Agent/Registrar
shall perform the services of Paying Agent/Registrar for such Defeased Bonds the same as if they had not
been defeased, and the Issuer shall make proper arrangements to provide and pay for such services as
required by this Resolution.

{€) In the event that the Issuer elects to defease less than all of the principal amount of Bonds

of a maturity, the Paying Agent/Registrar shall select, or cause to be selected, such amount of Bonds by
such random method as it deems fair and appropriate.
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Section 23. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED BONDS. (a)
Replacement Bonds. In the event any outstanding Bond is damaged, mutilated, lost, stolen, or destroyed,
the Paying Agent/Registrar shall cause to be printed, executed, and delivered, a new bond of the same
principal amount, maturity, and interest rate, as the damaged, mutilated, lost, stolen, or destroyed Bond, in
replacement for such Bond in the manner hereinafter provided.

(b) Application for Replacement Bonds. Application for replacement of damaged, mutilated,
lost, stolen, or destroyed Bonds shall be made by the registered owner thereof to the Paying
Agent/Registrar, In every case of loss, theft, or destruction of a Bond, the registered owner applying for a
replacement bond shall furnish to the Issuer and to the Paying Agent/Registrar such security or indemnity
as may be required by them to save each of them harmless from any loss or damage with respect thereto.
Also, in every case of loss, theft, or destruction of a Bond, the registered owner shall furnish to the Issuer-
and to the Paying Agent/Registrar evidence to their satisfaction of the loss, thefi, or destruction of such
Bond, as the case may be. In every case of damage or mutilation of a Bond, the registered owner shall
surrender to the Paying Agent/Registrar for cancellation the Bond so damaged or mutilated.

(¢) No Default Occurred. Notwithstanding the foregoing provisions of this Section, in the event
any such Bond shall have matured, and no default has occurred which is then continuing in the payment
of the principal of, redemption premium, if any, or interest on the Bond, the Issuer may authorize the
payment of the same (without surrender thereof except in the case of a damaged or mutilated Bond)
instead of issuing a replacement Bond, provided security or indemnity is furnished as above provided in
this Section,

(d) Charge for Issuing Replacement Bonds. Prior to the issuance of any replacement bond, the
Paying Agent/Registrar shall charge the registered owner of such Bond with all legal, printing, and other
expenses in connection therewith. Every replacement bond issued pursuant to the provisions of this
Section by virtue of the fact that any Bond is lost, stolen, or destroyed shall constitute a contractual
obligation of the Issuer whether or not the lost, stolen, or destroyed Bond shall be found at any time, or be
enforceable by anyone, and shall be entitled to all the benefits of this Resolution equally and
proportionately with any and all other Bonds duly issued under this Resclution.

(e) Authority for Jssuing Replacement Bonds. In accordance with Subchapter B, Chapter 1206,
Texas Government Code, this Section shall constitute authority for the issuance of any such replacement
bond without necessity of further action by the governing body of the Issuer or any other body or person,
and the duty of the replacement of such bonds is hereby authorized and imposed upon the Paying
Agent/Registrar, and the Paying Agent/Registrar shall authenticate and deliver such Bonds in the form
-and manner and with the effect, as provided in Section 3 for Bonds issued in conversion and exchange for
other Bonds.

Section 24, COVENANTS REGARDING TAX-EXEMPTION. The Issuer 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 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 Issuer
covenants as follows:

(a) to take any action to assure that no more than 10 percent of the proceeds of the Bonds
(less amounts deposited to a reserve fund, if any) are used for any "private business use," as
defined in section 141(b)(6) of the Code or, if more than 10 percent of the proceeds are so used,
that amounts, whether or not received by the Issuer, with respect to such private business use, do
not, under the terms of this Resolution or any underlying arrangement, directly or indirectly,
secure or provide for the payment of more than 10 percent of the debt service on the Bonds, in
contravention of section 141(b)(2) of the Code;
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(b) to take any action to assure that in the event that the "private business use" described
in subsection (a) hereof exceeds 5 percent of the proceeds of the Bonds (less amounts deposited
into a reserve fund, if any) then the amount in excess of 5 percent is used for a "private business
use" which is "related" and not "disproportionate,” within the meaning of section 141(b)(3) of the
Code, to the governmental use;

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

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

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

(f) to refrain from using any portion of the proceeds of the Bonds, directly or indirectly,
to acquire or to replace funds which were used, directly or indirectly, to acquire investment
property (as defined in section 148(b)(2) of the Code) which produces a materially higher yield
over the term of the Bonds, other than investment property acquired with --

(1) proceeds of the Bonds invested for a reasonable temporary period until such
proceeds are needed for the purpose for which the bonds are issued, A

(2) amounts invested in a bona fide debt service fund, within the meaning of
section 1.148-1(b) of the Treasury Regulations, and

(3) 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;

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

(h) to pay to the United States of America at least once during each five-year period
(beginning on the date of delivery of the Bonds) an amount that is at least equal to 90 percent of
the "Excess Earnings," within the meaning of section 148(f) of the Code and to pay to the United
States of America, not later than 60 days after the Bonds have been paid in full, 100 percent of
the amount then required to be paid as a result of Excess Eamnings under section 148(f) of the
Code; and

In order to facilitate compliance with the above covenant (h), a "Rebate Fund" is hereby

established by the Issuer 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 compliance with section 148 of the Code.

The Issuer understands that the term "proceeds" includes "disposition proceeds” as defined in the

Treasury Regulations and, in the case of refunding bonds, transferred proceeds (if any) and proceeds of
the refunded bonds expended prior to the date of issuance of the Bonds. It is the understanding of the
Issuer that the covenants contained herein are intended to assure compliance with the Code and any
regulations or rulings promulgated by the U.S. Department of the Treasury pursuant thereto. In the event
that regulations or rulings are hereafter promulgated which modify or expand provisions of the Code, as
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applicable to the Bonds, the Issuer will not be required to comply with any covenant contained herein to
the extent that such modification or expansion, in the opinion of nationally recognized bond counsel, will
not adversely affect the exemption from federal income taxation of interest on the Bonds under section
103 of the Code. In the event that regulations or rulings are hereafter promulgated which impose
additional requirements which are applicable to the Bonds, the Issuer 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 Issuer hereby authorizes and directs the General Manager of the Issuer
to execute any documents, certificates or reports required by the Code and to make such elections, on
behalf of the Issuer, which may be permitted by the Code as are consistent with the purpose for the
issuance of the Bonds. This Resolution is intended to satisfy the official intent requirements set forth in
section 1.150-2 of the Treasury Regulations.

Section 25. ALLOCATION OF, AND LIMITATION ON, EXPENDITURES FOR THE
PROJECT. The Issuer covenants to account for the expenditure of sale proceeds and investment earnings
to be used for the purposes described in Section 1 of this Resolution (the "Project") on its books and
records in accordance with the requirements of the Internal Revenue Code. The Issuer recognizes that in
order for the proceeds to be considered used for the reimbursement of costs, the proceeds must be
allocated to expenditures within 18 months of the later of the date that (1) the expenditure is made, or (2)
the Project is completed; but in no event later than three years after the date on which the original
expenditure is paid. The foregoing notwithstanding, the Issuer recognizes that in order for proceeds to be
expended under the Internal Revenue Code, the sale proceeds or investment earnings must be expended
no more than 60 days after the earlier of (1) the fifth anniversary of the delivery of the Bonds, or (2) the
date the Bonds are retired. The Issuer 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 issuer shall not be obligated to comply
with this covenant if it obtains an opinion that such failure to comply will not adversely affect the
excludability for federal income tax purposes from gross income of the interest.

Section 26. DISPOSITION OF PROJECT. The Issuer covenants that the property constituting
the project will not be sold or otherwise disposed in a transaction resulting in the receipt by the Issuer of
cash or other compensation, unless the Issuer obtains an opinion of nationally-recognized bond counsel
that such sale or other disposition will not adversely affect the tax-exempt status of the Bonds. For
purposes of the foregoing, the portion of the property comprising personal property and disposed in the
ordinary course shall not be treated as a transaction resulting in the receipt of cash or other compensation.
For purposes hereof, the Issuer shall not be obligated to comply with this covenant if it obtains an opinion
that such failure to comply will not adversely affect the excludability for federal income tax purposes
from gross income of the interest.

Section 27. INTEREST EARNINGS ON BOND PROCEEDS. Interest carnings derived from the
investment of proceeds from the sale of the Bonds shall be used along with other bond proceeds for the
purpose for which the Bonds are issued set forth in Section 1 hereof, provided that after completion of
such purpose, if any of such interest earnings remain on hand, such interest eamnings shall by deposited in
the Interest and Redemption Fund.

Section 28, CONSTRUCTION FUND, The Issuer hereby creates and establishes and shall
maintain on the books of the Issuer a separate fund to be entitled the "Series 2011 Red Oak Creek System
Construction Fund" for use by the Issuer for payment of all lawful costs associated with the acquisition
and construction of the Project as hereinbefore provided. The Issuer shall deposit the net proceeds from
the sale of the Bonds into said Fund. Upon payment of all such costs, any moneys remaining on deposit
in said Fund shall be transferred to the Interest and Redemption Fund. To the extent deemed necessary or
advisable by the Authorized Officer, moneys may be transferred from the Construction Fund into the
Reserve Fund to meet a deficiency therein.
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Section 29. CUSTODY, APPROVAL, BOND COUNSEL'S OPINION, CUSIP NUMBERS
AND INSURANCE. The President of the Board of Directors and the General Manager of the Issuer are
hercby authorized to have control of the Bonds issued hereunder and all necessary records and
proceedings pertaining to the Bonds pending their delivery and the approval of the Bonds by the Attorney
General of the State of Texas. The Comptroller of Public Accounts is requested to cause the Bonds to be
registered in accordance with law. The approving legal opinion of the Issuer's Bond Counsel and the
assigned CUSIP numbers may, at the option of the Issuer, be printed on the Bonds or on any Bonds issued
and delivered in conversion of and exchange or replacement of any Bond, but neither shall have any legal
effect, and shall be solely for the convenience and information of the registered owners of the Bonds. If
insurance is obtained on any of the Bonds, the Bonds shall bear, as appropriate and applicable, a legend
concerning insurance as provided by the Insurer,

Section 30. FURTHER PROCEDURES. The President, Vice President and Secretary of the
Board of Directors of the Issuer, the General Manager (as the "Authorized Officer" of the Issuer) and all
other officers, employees and agents of the Issuer, and each of them, shall be and they are hereby
expressly authorized, empowered and directed from time to time and at any time to do and perform all
such acts and things and to execute, acknowledge and deliver in the name and under the corporate seal
and on behalf of the Issuer a Letter of Representation with DTC regarding the Book-Entry Only Systemn,
the Paying Agent/Registrar Agreement with the Paying Agent/Registrar and all other instruments,
whether or not herein mentioned, as may be necessary or desirable in order to carry out the terms and
provisions of this Resolution, the Letter of Representation, the Bonds, the sale of the Bonds and the
Official Statement. Notwithstanding anything to the contrary contained herein, while the Bonds are
subject to DTC's Book-Entry Only System and to the extent permitted by law, the Letter of
Representation is hereby incorporated herein and its provisions shall prevail over any other provisions of
this Resolution in the event of conflict. In case any officer whose signature shall appear on any Bond
shall cease to be such officer before the delivery of such Bond, such signature shall nevertheless be valid
and sufficient for all purposes the same as if such officer had remained in office until such delivery.

Section 31. CONTINUING DISCLOSURE OF INFORMATION. (a) As used in this Section,
the following terms have the meanings ascribed to such terms below:

"MSRB" means the Municipal Securities Rulemaking Board.
"Rule" means SEC Rule 15¢2-12, as amended from time to time.
"SEC" means the United States Securities and Exchange Commission.

(b) Pursuant to a Continuing Disclosure Agreement by and between the Issuer and the
Contracting Parties, the Issuer and the Contracting Parties have undertaken for the benefit of the
beneficial owners of the Bonds, to the extent set forth therein, to provide continuing disclosure of
financial information and operating data with respect to the Contracting Parties in accordance with the
Rule as promulgated by the SEC.

(c) The Issuer shall notify the MSRB, in a timely manner not in excess of ten business days after
the occurrence of the event, of any of the following events with respect to the Bonds:

Principal and interest payment delinquencies;

Non-payment related defaults, if material;

Unscheduled draws on debt service reserves reflecting financial difficulties;

Unscheduled draws on credit enhancements reflecting financial difficulties;

Substitution of credit or liquidity providers, or their failure to perform,

Adverse tax opmions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other
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material notices or determinations with respect to the tax status of the Bonds, or other
material events affecting the tax status of the Bonds;

7. Modifications to rights of holders of the Bonds, if material;

8. Bond calls, if material, and tender offers;

9, Defeasances;

10. Release, substitution, or sale of property securing repayment of the Bonds, if material,

11, Rating changes;

12. Bankruptcy, insolvency, receivership or similar event of the Issuer;

13. The consummation of a merger, consolidation, or acquisition involving the Issuer or the

sale of all or substantially all of the assets of the Issuer, other than in the ordinary course
of business, the entry into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to
its terms, if material; and

14. Appointment of a successor Paying Agent/Registrar or change in the name of the Paying
Agent/Registrar, if material.

(d) The Issuer additionally covenants, for the benefit of the beneficial owners of the Bonds, and
for the beneficial owners of Texas Water Development Board bonds, to request and use its best efforts to
obtain the financial information and operating data from the Contracting Parties of the type to be included
in Appendix B of any official statements of the Issuer relating to "Bonds" (as defined in the Continuing
Disclosure Agreements), and to file, or cause to be filed, such financial information and operating data in
the manner required by the Rule as if the Bonds had been initially sold pursuant to an "Offering” as
defined in the Rule. :

Section 32. TEXAS WATER DEVELOPMENT BOARD PROVISIONS. (a) Final Accounting.
The Issuer shall render a final accounting to the TWDB in reference to the total cost incurred by the
Issuer for improvements and extensions to the System, together with a copy of "as built" plans of the
project upon completion,

(b) Surplus Bond Proceeds. The Issuer shall use any surplus proceeds from the Bonds remaining
after completion of the improvements, to ratably redeem, in inverse order of maturity, the Bonds owned
by the TWDB.

(c) Annual Reports. Annual audits of the Issuer shall be delivered to the TWDB as long as the
State of Texas owns any of the Bonds.

(d) Compliance with the TWDRB's Rules and Regulations. The Issuer covenants to comply with
the rules and regulations of the TWDB, and to maintain insurance on the Issuer's System in an amount
sufficient to protect the interests of the TWDB in the project. The Issuer (i) covenants to maintain rates
and charges to the Contracting Parties sufficient to meet the debt service requirements on the Bonds and
outstanding Parity Bonds and (ii) has required in existing Contracts and will require in any future
Contract with any additional Contracting Party that such additional Contracting Party maintain rates and
charges for its water and sewer system sufficient to pay the additional Contracting Party's obligations
secured by and made payable from the revenues derived from the operation of its water and sewer system.

(e} Escrow Agreement. The Authorized Officer shall approve, execute and deliver an appropriate
escrow agreement with a qualified and properly chartered trust institution. Proceeds of the Bonds
required to be deposited under an escrow agreement shall be disposed of and released in accordance with
TWDB Rules Relating to Financial Programs or as otherwise authorized and directed by the TWDB.

(f) Environmental Indemnification. The Issuer agrees to indemnify, hold harmless and protect the
TWDB from any and all claims, causes of action or damages to the person or property of third parties
arising from the sampling, analysis, transport and/or removal and disposition of any contaminated sewage
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sludge, contaminated sediments and/or contaminated media that may be generated by the Issuer, its
contractors, consultants, agents, officials and employees as a result of activities relating to the project to
the extent permitted by law.

(2) Special Covenants. Until the Bonds have been redeemed, paid or defeased, the Issuer will (i)
implement any water conservation program required by the Board of the TWDB, (ii) comply with any
special conditions specified by the Board of the TWDB in an environmental determination, (iii) maintain
current, accurate and complete records and accounts necessary to demonstrate compliance with generally
accepted government accounting standards and other financial assistance related legal and contractual
provisions, (iv) immediately upon closing and delivery of the Bonds, the Issuer shall pay to the TWDB a
- 1.85% origination charge with respect to the Bonds calculated pursuant to the rules of the TWDB and (v)
all laborers and mechanics employed by contractors and subcontractors for projects for which Bond
proceeds will be used shall be paid wages at rates not less than those prevailing on projects of a similar
character in the locality in accordance with the Davis-Bacon Act, and the U.S. Department of Labor's
implementing regulations, and all project related contracts will mandate compliance with said Act.

(h) Collateral Requirements. The Issuer agrees that all uninvested and uninsured funds held
pursuant to this Resolution shail be managed and collateralized as required by the Public Funds Collateral
Act, Chapter 2257, Texas Government Code, as amended.

(i) Surcty Bond. Notwithstanding the provisions of Section 14 of this Resolution, should the
Issuer seek to exercise its option to substitute a reserve fund obligation described in Section 14 of this
Resolution in the future in lieu of a cash reserve, it must notify the Executive Administrator first and
obtain his/her written consent prior to any such action. :

Section 33. SECURITY INTEREST. Chapter 1208, Government Code, applies to the issuance
of the Bonds and the pledge of the Pledged Revenues granted by the Issuer under Section 6 of this
Resolution, and is therefore valid, effective, and perfected. If Texas law is amended at any time while the
Bonds are outstanding and unpaid such that the pledge of the Pledged Revenues granted by the Issuer
under Section 6 of this Resolution is to be subject to the filing requirements of Chapter 9, Business &
Commerce Code, then in order to preserve to the registered owners of the Bonds the perfection of the
security interest in said pledge, the Issuer agrees to take such measures as it determines are reasonable and
necessary under Texas law to comply with the applicable provisions of Chapter 9, Business & Commerce
Code and enable a filing to perfect the security interest in said pledge to occur.

Section 34, EXPIRATION OF AUTHORIZATION. The authority of the Authorized Officer to
sell the Bonds as described in Section 2(b) of this Resolution shall expire on the one-year anniversary
date of the adoption of this Resolution by the Board.

Section 35. REPEAL OF CONFLICTING RESOLUTIONS. All resolutions and all parts of any
resolutions which are in conflict or inconsistent with this Resolution are hereby repealed and shall be of
no further force or effect to the extent of such conflict or inconsistency.
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CERTIFICATE OF GENERAL MANAGER

CERTIFICATE OF GENERAL MANAGER

I, the undersigned General Manager of the Trinity River Authority of Texas (the "Issuer"), acting
pursuant to the authority granted to me by resolution of the Board of Dircctors of the Issuer adopted on
August 24, 2011 (the "Resolution") relating to the issuance of Trinity River Authority of Texas Red Qak
Creek System Revenue Bonds, Series 2011 (the "Bonds") hereby find, determine and commit on behalf
of the Issuer to sell and deliver the Bonds to the Texas Water Development Board ("TWDB") on the
following terms:

I. The Bonds are hereby sold and shall be delivered to, and shall be initially registered in the
name of, the TEXAS WATER DEVELOPMENT BOARD, for cash at a price of par less an origination
fee paid to the TWDB of $212,700.00.

2. The principal amount of the Bonds shall be $11,710,000.

3. The Bonds shall be dated September 15, 2011, shall be numbered from R-1 upwards and shall
mature and bear interest from their date of delivery to TWDB (i.c., the Date of Issuance) as follows:

MATURITY DATE PRINCIPAL INTEREST
(February 1) AMOUNT($) RATE(%)
2015 95,000 0.300
2016 - 515,000 0.550
2017 525,000 0.850
2018 545,000 1.200
2019 560,000 1.450
2020 570,000 1.700
2021 600,000 1.950
2022 615,000 2.100
2023 640,000 2300
2024 670,000 2.450
2025 700,000 2.600
2026 740,000 2.700
2027 775,000 2.800
2028 815,000 2.950
2029 855,000 3.050
2030 900,000 3.150
2031 950,000 3.200
2032 515,000 3.250
2033 125,000 3.350

4. Interest on the Bonds shall be payable February 1 and August 1 of each year, commencing
February 1, 2012.

5. The Bonds scheduled to mature on and after February 1, 2023, shall be redeemable prior to
their scheduled maturities, in whole or in part, and, if in part, in inverse order of maturity, at the option of
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the Issuer, on February 1, 2022 or on any date thereafter, for the principal amount thereof plus accrued
interest to the date fixed for redemption, and without premium,

6. The Issuer will maintain rates and charges to the "Contracting Parties” (as defined in the
Resolution) in amounts sufficient to meet the debt service requirements on the Bonds and other
obligations of the Issuer that are supported by the contract payments of the Contracting Parties. The
Issuer will, upon request by the Executive Administrator of the TWDB, submit annual audits of
Contracting Parties for the Executive Administrator's review.

7. Immediately upon closing and delivery of the Bonds, the Issuer shall pay to the TWDB a
1.85% origination charge with respect to the Bonds calculated pursuant to the rules of the TWDB. '

8. The Issuer will not discontinue the use of DTC without giving prior written notice to TWDB.

9. The Issuer hereby creates and establishes and shall maintain on the books of the Issuer a
separate fund to be entitled the "Series 2011 Red Qak Creek System Construction Fund” for use by the
Issuer for payment of all lawful costs associated with the acquisition and construction of the Project as
hereinbefore provided. Upon payment of all such costs, any moneys remaining on deposit in said Fund
shall be transferred to the Interest and Redemption Fund. Amounts so deposited to the Interest and
Redemption Fund shall be used in the manner described in Section 32(a) of the Resolution,

10. The Bonds shall be substantially in the form attached hereto as Exhibit A,

11. Proceeds from the sale of the Bonds shall come from and be used and deposited as follows:

Sources of Funds; Total ($)
Principal Amount of Bonds 11,710,000.00
TOTAL SOURCES 11,710,000.00
Uses of Funds: )
TWDB origination fee 212,700.00
Costs of Issuance 264,000.00
Construction Fund 10,318,921.27
Capitalized interest 643,309.51
Reserve Fund 271,069.22
TOTAL USES 11,710,000.00
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Witness my hand this

TRINITY RIVER AUTHORITY OF TEXAS

J. Kevin Ward
General Manager
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EXHIBIT A

NO.R- PRINCIPAL
AMOUNT
$

UNITED STATES OF AMERICA
STATE OF TEXAS

TRINITY RIVER AUTHORITY OF TEXAS
RED OAK CREEK SYSTEM REVENUE BONDS

SERIES 2011

INTEREST RATE DATE OF ISSUANCE MATURITY DATE CUSIP NO.,
October 6, 2011

REGISTERED OWNER:

PRINCIPAL AMOUNT: DOLLARS

ON THE MATURITY DATE specified above, the TRINITY RIVER AUTHORITY OF TEXAS
(the "Issuer”), being a governmental agency, and body corporate and politic of the State of Texas, hereby
promises to pay to the Registered Owner set forth above, or registered assigns (hereinafter called the
"registered owner") the principal amount set forth above, and to pay interest thereon from the Date of
Issuance as set forth above, on February 1, 2012 and semiannually thereafter on each August 1 and
February 1 to the maturity date specified above, or the date of redemption prior to maturity, at the interest
rate per annum specified above, calculated on the basis of a 360-day year composed of twelve 30-day
months; except that if this Bond is required to be authenticated and the date of its authentication is later
than the first Record Date (hercinafier defined), such principal amount shall bear interest from the interest
payment date next preceding the date of authentication, unless such date of authentication is after any
Record Date but on or before the next following interest payment date, in which case such principal
amount shall bear interest from such next following interest payment date; provided, however, that if on
the date of authentication hereof the interest on the Bond or Bonds, if any, for which this Bond is being
exchanged or converted from is due but has not been paid, then this Bond shall bear interest from the date
to which such interest has been paid in full,

THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money of the United
States of America, without exchange or collection charges. The principal of this Bond shall be paid to the
registered owner hereof upon presentation and surrender of this Bond at maturity or upon the date fixed
for its redemption prior to maturity, at the principal corporate trust office of The Bank of New York
Mellon Trust Company, National Association, Dallas, Texas, which is the "Paying Agent/Registrar" for
this Bond. The payment of interest on this Bond shall be made by the Paying Agent/Registrar to the
registered owner hereof on each interest payment date by check or draft, dated as of such interest payment
date, drawn by the Paying Agent/Registrar on, and payable solely from, funds of the Issuer required by
the Resolution authorizing the issuance of this Bond (the "Bond Resolution") to be on deposit with the
Paying Agent/Registrar for such purpose as hereinafter provided; and such check or draft shall be sent by
the Paying Agent/Registrar by United States mail, first-class postage prepaid, on each such interest
payment date, to the registered owner hereof, at its address as it appeared on the fifteenth calendar day of
the month next preceding each such date (the "Record Date") on the Registration Books kept by the
Paying Agent/Registrar, as hereinafter described,; provided, however, that for so long as the Texas Water
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Development Board ("TWDB") is the registered owner of the Bonds, all payments of principal and
interest will be made in wire transfer form at no cost to the TWDB. In addition, interest may be paid by
such other method, acceptable to the Paying Agent/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
days thereafter, a new record date for such interest payment (a "Special Record Date") will be established
by the Paying Agent/Registrar, if and when funds for the payment of such interest have been received
from the Issuer. Notice of the Special Record Date and of the scheduled payment date of the past due
interest (which shall be 15 days after the Special Record Date) shall be sent at least five business days
prior to the Special Record Date by United States mail, first-class postage prepaid, to the address of each
owner of a Bond appearing on the Registration Books at the close of business on the last business day
next preceding the date of mailing of such notice.

ANY ACCRUED INTEREST due at maturity or upon the redemption of this Bond prior to
maturity as provided herein shall be paid to the registered owner upon presentation and surrender of this
Bond for redemption and payment at the principal corporate trust office of the Paying Agent/Registrar.
The Issuer covenants with the registered owner of this Bond that on or before each principal payment
date, interest payment date, and accrued interest payment date for this Bond it will make available to the
Paying Agent/Registrar, from the "Interest and Redemption Fund" created by the Bond Resolution, the
amounts required to provide for the payment, in immediately available funds, of all principal of and
interest on the Bonds, when due.

IF THE DATE for the payment of the principal of or interest on this Bond shall be a Saturday,
Sunday, a legal holiday, or a day on which banking institutions in the city where the principal corporate
trust office of the Paying Agent/Registrar is located are authorized by law or executive order to close,
then the date for such payment shall be the next succeeding day which is not such a Saturday, Sunday,
legal holiday, or day on which banking institutions are authorized to close; and payment on such date
shall have the same force and effect as if made on the original date payment was due.

THIS BOND is one of a Series of Bonds dated September 15, 2011, authorized in accordance
with the Constitution and laws of the State of Texas in the principal amount of $11,710,000, IN ORDER
TO OBTAIN FUNDS TO PAY THE COSTS OF THE ACQUISITION AND CONSTRUCTION OF
IMPROVEMENTS AND EXTENSIONS TO THE TRINITY RIVER AUTHORITY OF TEXAS RED
OAK CREEK REGIONAL WASTEWATER SYSTEM.

ON FEBRUARY 1, 2022, or on any date thereafter, the Bonds of this Series may be redeemed
prior to their scheduled maturities, in inverse order of maturity, at the option of the Issuer, with funds
derived from any available and lawful source, as a whole, or in part, and, if in part, the particular Bonds to
be redeemed shall be selected and designated by the Issuer, at the redemption price of the principal
amount, plus accrued interest to the date fixed for redemption.

AT LEAST 30 days prior to the date fixed for any redemption of Bonds or portions thereof prior
to maturity a written notice of such redemption shall be sent by the Paying Agent/Registrar by United
States mail, first-class postage prepaid, to the registered owner of each Bond to be redeemed at its address
as it appeared on the registration books of the Paying Agent/Registrar at the ¢lose of business on the
business day next preceding the date of mailing such notice of redemption and to major securities
depositories, national bond rating agencies and bond information services; provided, however, that the
failure of the registered owner to receive such notice, or any defect therein or in the sending or mailing
thereof, shall not affect the validity or effectiveness of the proceedings for the redemption of any Bond.
By the date fixed for any such redemption, due provision shall be made with the Paying Agent/Registrar
for the payment of the required redemption price for the Bonds or portions thereof which are to be so
redeemed. If such written notice of redemption is sent and if due provision for such payment is made, all
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as provided above, the Bonds or portions thereof which are to be so redeemed thereby automatically shall
be treated as redeemed prior to their scheduled maturities, and they shall not bear interest after the date
fixed for redemption, and they shall not be regarded as being outstanding except-for the right of the
registered owner to receive the redemption price from the Paying Agent/Registrar out of the funds
provided for such payment. If a portion of any Bond shall be redeemed a substitute Bond or Bonds
having the same maturity date, bearing interest at the same rate, in any denomination or-denominations in
any integral multiple of $5,000, at the written request of the registered owner, and in aggregate amount
equal to the unredeemed portion thereof, will be issued to the registered owner upon the surrender thereof
for cancellation, at the expense of the Issuer, all as provided in the Bond Resolution.

IF AT THE TIME OF MAILING of notice of optional redemption there shall not have either
been deposited with the Paying Agent/Registrar or legally authorized escrow agent immediately available
funds sufficient to redeem all the Bonds called for redemption, such notice must state that it is
conditional, and is subject to the deposit of the redemption moneys with the Paying Agent/Registrar or
legally authorized escrow agent at or prior to the redemption date, and such notice shall be of no effect
unless such moneys are so deposited on or prior to the redemption date. If such redemption is not
effectuated, the Paying Agent/Registrar shall, within 5 days thereafier, give notice in the manner in which
the notice of redemption was given that such moneys were not so received and shall rescind the
redemption.

ALL BONDS OF THIS SERIES are issuable solely as fully registered Bonds, without interest
coupons, in the denomination of any integral multiple of $5,000. As provided in the Bond Resolution,
this Bond, or any unredeemed portion hereof, may, at the request of the registered owner or the assignee
or assignees hereof, be assigned, transferred, converted into and exchanged for a like aggregate principal
amount of fully registered Bonds, without interest coupons, payable to the appropriate registered owner,
assignee or assignees, as the case may be, having the same denomination or denominations in any integral
multiple of $5,000 as requested in writing by the appropriate registered owner, assignee or assignees, as
the case may be, upon surrender of this Bond to the Paying Agent/Registrar for cancellation, all in
accordance with the form and procedures set forth in the Bond Resolution. Among other requirements for
such assignment and transfer, this Bond must be presented and surrendered to the Paying Agent/Registrar,
together with proper instruments of assignment, in form and with guarantee of signatures satisfactory to
the Paying Agent/Registrar, evidencing assignment of this Bond or any portion or portions hereof in any
integral multiple of $5,000 to the assignee or assignees in whose name or names this Bond or any such
portion or portions hereof is or are to be registered. The form of Assignment printed or endorsed on this
Bond may be executed by the registered owner to evidence the assignment hereof, but such method is not
exclusive, and other instruments of assignment satisfactory to the Paying Agent/Registrar may be used to
evidence the assignment of this Bond or any portion or portions hereof from time to time by the registered
owner, The Paying Agent/Registrar's reasonable standard or customary fees and charges for assigning,
transferring, converting and exchanging any Bond or portion thereof will be paid by the Issuer. In any
circumstance, any taxes or governmental charges required to be paid with respect thereto shall be paid by
the one requesting such assignment, transfer, conversion or exchange, as a condition precedent to the
exercise of such privilege. The Paying Agent/Registrar shall not be required to make any such transfer,
conversion or exchange (i) during the period commencing with the close of business on any Record Date
and ending with the opening of business on the next following principal or interest payment date, or, (ii)
with respect to any Bond or any portion thereof called for redemption prior to maturity, within 435 days
prior to its redemption date.

IN THE EVENT any Paying Agent/Registrar for the Bonds is changed by the Issuer, resigns or
otherwise ceases to act as such, the Issuer has covenanted in the Bond Resolution that it promptly will
appoint a competent and legally qualified substitute therefor, and cause written notice thereof to be mailed
to the registered owners of the Bonds.
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IT IS HEREBY certtified, recited, and covenanted that this Bond has been duly and validly
authorized, issued, sold, and delivered; that all acts, conditions, and things required or proper to be
performed, exist, and be done precedent to or in the authorization, issuance, and delivery of this Bond
have been performed, existed, and been done in accordance with law;, that this Bond is a special
obligation of the Issuer which, together with other outstanding parity bonds, is secured by and payable
from a first lien on and pledge of the "Pledged Revenues", as defined in the Bond Resolution, which
include the "Net Revenues of the Red Oak Creek System", as defined in the Bond Resolution, and include
payments and amounts received by the Issuer pursuant to the "Trinity River Authority of Texas-Red Qak
Creek Regional Wastewater System Contract" dated as of June 1, 1986, among the Issuer and the Cities
of Cedar Hill, De Soto, Glenn Heights, Lancaster, Ovilla, and Red Qak, Texas.

THE ISSUER has reserved the right, subject to the restriction stated in the Bond Resolution, to
issue Additional Bonds payable from and secured by a first lien on and pledge of the "Pledged Revenues”
on a parity with this Bond and series of which it is a part.

THE ISSUER also has reserved the right to amend the Bond Resolution with the approval of the
registered owners of a majority in principal amount of all outstanding bonds secured by and payable from
a first lien on and pledge of the "Pledged Revenues".

THE REGISTERED OWNER hereof shall never have the right to demand payment of this Bond
or the interest hereon from taxes or from any source whatsoever other than specified in the Bond
Resolution. '

BY BECOMING the registered owner of this Bond, the registered owner thereby acknowledges
all of the terms and provisions of the Bond Resolution, agrees to be bound by such terms and provisions,
acknowledges that the Bond Resolution is duly recorded and available for inspection in the official
minutes and records of the governing body of the Issuer, and agrees that the terms and provisions of this
Bond and the Bond Resolution constitute a contract between each registered owner hereof and the Issuer.

IN WITNESS WHEREOF, the Issuer has caused this Bond to be signed with the manual or
facsimile signature of the President of the Board of Directors of the Issuer and countersigned with the
manual or facsimile signature of the Secretary of the Board of Directors of the Issuer, and has caused the
official seal of the Issuer to be duly impressed, or placed in facsimile, on this Bond.

Seccretary, Board of Directors President, Board of Directors
Trinity River Authority of Texas Trinity River Authority of Texas
(SEAL)

FORM OF

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

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

It is hereby certified that this Bond has been issued under the provisions of the Bond Resolution
described in the text of this Bond; and that this Bond has been issued in conversion or replacement of, or
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in exchange for, a bond, bonds, or a portion of a bond or bonds of a Series which originally was approved
by the Attorney General of the State of Texas and registered by the Comptroller of Public Accounts of the
State of Texas.

Dated THE BANK OF NEW YORK MELLON TRUST COMPANY,
NATIONAL ASSOCIATION
Paying Agent/Registrar

By

Authorized Representative

FORM OF ASSIGNMENT

ASSIGNMENT

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

Please insert Social Security or Taxpayer
Identification Number of Transferee

(Please print or typewrite name and address,
including zip code of Transferee)

the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints

, attorney, to register the transfer of the within Bond on the books kept for
registration thereof, with full power of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed by an NOTICE: The signature above must correspond
eligible guarantor institution participating in a with the name of the registered owner as it
securities  transfer association recognized appears upon the front of this Bond in every
signature guarantee program, particular, without alteration or enlargement or

any change whatsoever.
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FORM OF REGISTRATION CERTIFICATE OF
THE COMPTROLLER OF PUBLIC ACCOUNTS:

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

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

Witness my signature and seal this

Comptroller of Public Accounts
of the State of Texas

(COMPTROLLER'S SEAL)
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APPENDIX C
FORM OF OPINION OF BOND COUNSEL

Proposed Form of Opinion of Bond Counsel
An opinion in substantially the following form will be delivered by McCall, Parkhurst & Horton L.L.P., Bond
Counsel, upon the delivery of the Bonds, assuming no material changes in facts or law.

TRINITY RIVER AUTHORITY OF TEXAS RED OAK CREEK SYSTEM REVENUE
BONDS, SERIES 2011, DATED SEPTEMBER 15, 2011, IN THE PRINCIPAL
AMOUNT OF $11,710,000

AS BOND COUNSEL FOR THE ISSUER (the "Issuer") of the Bonds described above (the
"Bonds"), we have examined into the legality and validity of the Bonds, which mature and bear interest
from the dates specified in the text of the Bonds, until maturity or redemption, at the rates and payable on
the dates as stated in the text of the Bonds, with the Bonds being subject to redemption prior to maturity,
all as provided in the resolution of the Issuer authorizing the issuance of the Bonds, including the
Certificate of General Manager authorized thereby (collectively, the "Bond Resolution").

WE HAVE EXAMINED the Constitution and laws of the State of Texas, certified copies of the
proceedings of the Issuer and other documents authorizing and relating to the issuance of said Bonds,
including one of the executed Bonds (Bond Number R-1).

BASED ON SAID EXAMINATION, IT IS OUR OPINION that said Bonds have been
authorized, issued and duly delivered in accordance with law; and that except as may be limited by laws
applicable to the Issuer relating to federal bankruptcy laws and any other similar laws affecting the rights
of creditors of political subdivisions generally, which rights may be limited by general principles of
equity which permit the exercise of judicial discretion, (i) the covenants and agreements in the Bond
Resolution constitute valid and binding obligations of the Issuer, and the Bonds constitute valid and
legally binding special obligations of the Issuer which are secured by and payable from a first lien on and
pledge of the "Pledged Revenues", as defined in the Bond Resolution, which include the "Net Revenues
of the Red Qak Creek System", as defined in the Bond Resolution, and include payments received by the
Issuer from a "Trinity River Authority of Texas-Red Oak Creek Regional Wastewater System Contract”,
dated as of June 1, 1986, among the Issuer and the Cities of Cedar Hill, De Soto, Glenn Heights,
Lancaster, Ovilla, and Red OQak, Texas (the "Initial Contracting Parties™), and (ii) said Trinity River
Authority of Texas-Red Oak Creek Regional Wastewater System Contract is authorized by law, has been
duly executed, is valid, and is legally binding upon and enforceable by the parties thereto in accordance
with its terms and provisions.

THE ISSUER has reserved the right, subject to the restrictions stated in the Bond Resolution, to
issue additional parity revenue bonds which also may be payable from and secured by a first lien on and
pledge of, the aforesaid Pledged Revenues.

THE ISSUER also has reserved the right to amend the Bond Resolution with the approval of the
owners of 51% of the outstanding Bonds, subject to the restrictions stated in the Bond Resolution.

THE REGISTERED OWNERS of the Bonds shall never have the right to demand payment of the
principal thereof or interest thereon out of any funds raised or to be raised by taxation, or from any source
whatsoever other than specified in the Bond Resolution.

IT IS FURTHER OUR OPINION, except as discussed below, that the interest on the Bonds is
excludable from the gross income of the owners for federal income tax purposes under the statutes,
regulations, published rulings, and court decisions existing on the date of this opinion. We are further of
the opinion that the Bonds are not "specified private activity bonds" and that, accordingly, interest on the



Bonds will not be included as an individual or corporate alternative minimum tax preference item under
section 57(a)(5) of the Internal Revenue Code of 1986 (the "Code™). In expressing the aforementioned
opinions, we have relied on, and assume compliance by the Issuer with, certain covenants regarding the
use and investment of the proceeds of the Bonds and the use of the property financed therewith. We call
your attention to the fact that if such representations are determined to be inaccurate or upon failure by the
Issuer to comply with such covenants, interest on the Bonds may become includable in gross income
retroactively to the date of issuance of the Bonds.

WE CALL YOUR ATTENTION TO THE FACT that the interest on tax-exempt obligations,
such as the Bonds, is (a} included in a corporation's alternative minimum taxable income for purposes of
determining the alternative minimum tax imposed on corporations by section 55 of the Code,

EXCEPT AS STATED ABOVE, we express no opinion as to any other federal, state, or local tax
consequences of acquiring, carrying, owning, or disposing of the Bonds.

WE EXPRESS NO OPINION as to any insurance policies issued with respect to the payments
due for the principal of and interest on the Bonds, nor as to any such insurance policies issued in the
future.

OUR SOLE ENGAGEMENT in connection with the issuance of the Bonds is as Bond Counsel
for the Issuer, and, in that capacity, we have been engaged by the Issuer for the sole purpose of rendering
an opinion with respect to the legality and validity of the Bonds under the Constitution and laws of the
State of Texas, and with respect to the exclusion from gross income of the interest on the Bonds for
federal income tax purposes, and for no other reason or purpose. We have not been requested to
investigate or verify, and have not independently investigated or verified any records, data, or other
material relating to the financial condition or capabilities of the Issuer or the Initial Contracting Cities or
the disclosure thereof in connection with the sale of the Bonds, and have not assumed any responsibility
with respect thereto or with respect to the adequacy of the Pledged Revenues. We express no opinion and
make no comment with respect to the marketability of the Bonds and have relied solely on certificates
executed by officials of the Issuer as to the current outstanding indebtedness of, and sufficiency of the
Pledged Revenues. Qur role in connection with the Issuer's offering document prepared for use in
connection with the sale of the Bonds has been limited as described therein.

OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change. Such
opinions are further based on our knowledge of facts as of the date hereof. We assume no duty to update
or supplement our opinions to reflect any facts or circumstances that may thereafter come to our attention
or to reflect any changes in any law that may thereafter occur or become effective. Moreover, our
opinions are not a puarantee of a result and are not binding on the Internal Revenue Service (the
"Service"). Rather, such opinions represent our legal judgment based upon our review of existing law and
in reliance upon the representations and covenants referenced above that we deem relevant to such
opinions. The Service has an ongoing audit program to determine compliance with rules that relate to
whether interest on state or local obligations is includable in gross income for federal income tax
purposes. No assurance can be given whether or not the Service will commence an audit of the Bonds. If
an audit 1s commenced, in accordance with its current published procedures the Service is likely to treat
the Issuer as the taxpayer. We observe that the Issuer has covenanted not to take any action, or omit to
take any action within its control, that if taken or omitted, respectively, may result in the treatment of
interest on the Bonds as includable in gross income for federal income tax purposes.

Respectfully,



APPENDIX D
DRAW SCHEDULE

Red Oak Creek Regional Wastewater System - 2009 IUP Loan (second installment)

Par Amount - $11,710,000
TWDB Loans Series 2011
Manthly Cumuiative
Month/Year Cost Cost
Oct-1% 1 ) 1,391,000 5 1,391,000 11.88%
Nov-11 2 G.00%
Dec-11 3 £.00%
Jan-12 4 0.00%
Feb-02 5 0.00%
Mar-12 6 0.00%
Apr-12 7 0.C0%
May-12 8 0.00%
Jun-12 9 0.00%
Jul-12 10 0.00%
Aug-12 11 5 327,400 § 1,718,400 -14.67%
Sep-12 12 5 396,500 § 2,114,900 18.06%
Det-12 13 $ 349,100 s 2,464,000 21.04%
Nov-12 14 $ 600,400 $ 3,064,400 26.17%
Dec-12 15 $ 456,000 $ 3,520,400 30.06%
Jan-13 16 S 1,052,000 s 4,572,400 39.05%
Feb-13 17 s 1,244,000 S 5,816,400 49.67%
Mar-13 18 s 618,000 S 6,434,400 54.95%
Apr-13 19 $ 568,600 5 7,003,000 50.80%
May-03 20 $ 476,000 $ 7,479,000 63.87%
Jun-13 21 $ 526,400 $ 8,005,400 68.36%
Jun-13 22 $ 574,000 $ 8,579,400 73.27%
Jul-13 23 $ 598,900 $ 9,178,300 78.38%
Aug-13 24 $ 440,000 § 9,618,300 82.14%
Sep-13 25 $ 595,200 $ 10,213,500 87.22%
Oct-13 26 5 492,700 S 10,706,200 91.43%
Nov-13 27 $ 268,600 S 10,974,800 93.72%
Dec-13 28 S 264,800 S 11,239,600 95.98%
lan-14 29 5 149,400 S 11,389,000 97.26%
Feb-14 30 S 106,000 S 11,495,000 98.16%
Mar-14 31 s 95,000 S 11,590,000 98.98%
Apr-14 32 S 70,000 S 11,660,C00 99.57%
May-14 33 3 50,000 3 11,710,000 100.00%
$ 11,710,000
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RESOLUTION NO. R-1332

CERTIFICATE FOR RESOLUTION AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY
OF TRINITY RIVER AUTHORITY OF TEXAS RED OAK CREEK SYSTEM REVENUE BONDS
AND APPROVING AND AUTHORIZING INSTRUMENTS AND PROCEDURES RELATING
THERETO

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

I, the undersigned, Secretary of the Board of Directors of Trinity River Authority of Texas,
being the official keeper of the minutes and records of said Authority, hereby certify as follows:

1. The Board of Directors of said Authority convened in REGULAR MEETING ON
THE 24TH DAY OF AUGUST, 2011, at the designated meeting place, and the roli was called of the
duly constituted officers and members of said Board, to-wit:

Linda D. Timmerman, Ed.D., President
Harold L. Bamnard, Vice President
Howard S. Slobodin, Secretary
Patnicia Carlson

William W. Collins, Jr,

Christina Melton Crain

Michael Cronin

Jess A. Laird

Nancy E. Lavinski
Dawvid B. Leonard
Andrew Martinez

Kevin Maxwell

Dennis "Joe" McCleskey
James W. Neale

Steve Cronin Manny Rachal
Amanda Davis Amir Rupani
Ronald Goldman Ana Laura Saucedo
Martha A Hernandez Shirley K. Seale
John W. Jenkins I. Carol Spillars
Keith W, Kidd Kim C. Wyatt

and, at the time of adoption of the resolution hereinafter described, all of said persons were present and
voted, except the following absentees: [/ }\A}Wm&q Daviy £ Lo Flan s
Whereupon, a quorum being present, the following was transacted at said Meeting: a written

RESOQOLUTION AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY OF TRINITY RIVER
AUTHORITY OF TEXAS RED OAK CREEK SYSTEM REVENUE BONDS AND APPROVING
AND AUTHORIZING INSTRUMENTS AND PROCEDURES RELATING THERETO

was duly introduced for the consideration of said Board and duly read. It was then duly moved and
seconded that said Resolution be adopted; and, after due discussion, said motion, carrying with it the
adoption of said resolutlon prevailed and carried with all members present voting "AYE" except the
following:

NAY: None.

ABSTAIN: None.



2. That a true, full, and correct copy of the aforesaid Resolution adopted at the Meeting
described 1n the above and foregoing paragraph is attached to and follows this Certificate; that said
Resolution has been duly recorded in said Board's minutes of said Meeting; that the above and foregoing
paragraph is a true, full, and correct excerpt from said Board's minutes of said Meeting pertaining to the
adoption of said Resolution; that the persons named in the above and foregoing paragraph are the duly
chosen, qualified, and acting officers and members of said Board as indicated therein; and that each of
the officers and members of said Board was duly and sufficiently notified officially and personally, in
advance, of the time, place, and purpose of the aforesaid Meeting, and that said Resolution would be
mtroduced and considered for adoption at said Meeting; and that said Meeting was open to the public,
and public notice of the time, place, and purpose of said Meeting was given, all as required by Chapter
551, Texas Government Code.

S ALED the 24th day of August, 2011,

(Sectbtary, Board of Directors,
Trinity River Authority of Texas

(AUTHORITY SEAL)



RESOLUTION NO. R-1332

RESOLUTION AUTHORIZING THE ISSUANCE, SALE, AND DELIVERY OF TRINITY RIVER
AUTHORITY OF TEXAS RED OAK CREEK SYSTEM REVENUE BONDS AND APPROVING AND
AUTHORIZING INSTRUMENTS AND PROCEDURES RELATING THERETO

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

WHEREAS, Trinity River Authority of Texas, is an agency and political subdivision of the State
of Texas, being a conservation and reclamation district created and functioning under Article 16, Section
59, of the Texas Constitution, pursuant to the provisions of Chapter 518, Acts of the 54th Legislature,
Regular Session, 1955, as amended (the "Authonity Act"); and

WHEREAS, a "Trinity River Authority of Texas - Red Oak Creck Regional Wastewater System
Contract" (the "Initial Contract") has been duly executed among Trinity River Authority of Texas
(heremafier called the "Issuer” or the "Authority") and the Cities of Cedar Hill, De Soto, Glenn Heights,
Lancaster, Ovilla, and Red Oak, Texas (the "Cities"), with respect to the acquisition and construction by
the Issuer, for the benefit of the Cities, of a wastewater treatment "System" as described in the Initial
Contract; and

WHEREAS, the date of the Initial Contract is JUNE 1, 1986; and

WHEREAS, the Initial Contract is hereby referred to and adopted for all purposes, the same as if
it had been set forth 1n its entirety in this Resolution; and

WHEREAS, pursuant to the Imitial Contract the Issuer has issued and delivered, and there are
outstanding the following described bonds: Trinity River Authority of Texas Red Oak Creek System
Revenue Refunding Bonds, Series 2003, dated January 1, 2003 (the "Series 2003 Bonds"), authorized by
a resolution adopted by the Board of Directors of the Issuer on December 4, 2002, as amended {the "Series
2003 Bond Resolution"), Trinity River Authority of Texas Red Qak Creek System Revenue Bonds, Series
2006, dated October 1, 2006 (the "Series 2006 Bonds"), authorized by a resolution adopted by the Board
of Directors of the Issuer on October 25, 2006, as amended (the "Series 2006 Bond Resolution"), Trinity
River Authority of Texas Red Oak Creek System Revenue Bonds, Series 2008, dated May 1, 2008 (the
"Series 2008 Bonds"), authorized by a resolution adopted by the Board of Directors of the Issuer on April
23, 2008, as amended (the "Series 2008 Bond Resolution”) and Trinity River Authority of Texas Red Oak
Creek System Revenue Bonds, Series 2009, dated December 1, 2009 (the "Series 2009 Bonds"), authorized
by a resolution adopted by the Board of Directors of the Issuer on December 2, 2009 (the "Series 2009
Bond Resolution"); and

WHEREAS, the Initial Contract and the Series 2003 Bond Resolution, Series 2006 Bond
Resolution, Series 2008 Bond Resolution and Series 2009 Bond Resolution provide that the Bonds,
hereinafter defined, may be issued by the Issuer as Additional Bonds under the Series 2003 Bond
Resolution, the Series 2006 Bond Resolution, the Series 2008 Bond Resolution and the Series 2009 Bond
Resolution, such Bonds to be on a parity with the above described bonds which are presently unpaid,
unrefunded, and outstanding;, and

WHEREAS, the Authority has determined to issue and sell the hereinafter authorized Additional
Bonds to obtain funds to acquire and construct improvements to the System, hereinafter defined; and

WHEREAS, the bonds authorized to be issued by this Resolution (the "Bonds") shall be issued and
delivered pursuant to Chapter 518, Acts of the 54th Legislature of the State of Texas, Regular Session,
1955, as amended (the "Authorty Act" creating the Issuer), Chapter 1371, Texas Government Code, as
amended, and other applicable laws.



THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF TRINITY RIVER
AUTHORITY OF TEXAS, THAT:

Section 1. RECITALS, AMOUNT AND PURPOSE OF THE BONDS. The Board of Directors
hereby incorporates the recitals set forth in the preamble hereto as if set forth in full at this place and further
finds and determines that said recitals are true and correct. In order to obtain funds to pay the costs of the
acquisition and construction of improvements and extensions to the Trinity River Authority of Texas Red
Oak Creek Regional Wastewater System, the Board of Directors hereby authorizes and directs the issuance
of revenue bonds of the Issuer in the aggregate principal amount of not to exceed $11,710,000.

Section 2. DESIGNATION, DATE, DENOMINATIONS, NUMBERS, MATURITIES AND
SALE OF BONDS. (a) Each Bond issued pursuant to this Resolution shall be designated: "TRINITY
RIVER AUTHORITY OF TEXAS RED QAK CREEK SYSTEM REVENUE BOND, SERIES "
subject to paragraph (b} of this section.

(b) As authorized by Chapter 1371, Texas Government Code, as amended, the General Manager
of the Issuer is hereby designated as the "Authorized Officer" of the Issuer, and is hereby authorized,
appointed, and designated as the officer or employee of the Issuer authorized to act on behalf of the Issuer
in the selling and delivering of the Bonds and carrying out the other procedures specified in this Resolution,
including the use of a book-entry-only system with respect to the Bonds and the execution of an appropriate
letter of representations if deemed appropriate, the determining and fixing of the date of the Bonds, any
additional or different designation or title by which the Bonds shall be known, the price at which the Bonds
will be sold, the aggregate principal amount of the Bonds and the amount of each maturity of principal
thereof, the due date of each such maturity (not exceeding forty years from the date of the Bonds), the rate
of interest to be borne by each such maturity, the interest payment dates and perieds, the dates, price and
terms upon and at which the Bonds shall be subject to redemption prior to due date or maturity at the option
of the Issuer, any mandatory sinking fund redemption provistons, procuring municipal bond insurance, and
approving modifications to this Resolution and executing such instruments, documents and agreements as
may be necessary with respect thereto, if it is determined that such insurance would be financially desirable
and advantageous, and all other matters relating to the issuance, sale and delivery of the Bonds. The
Authorized Officer, acting for and on behalf of the Issuer, is authorized to arrange for the Bonds to be sold,
In one or more issues, at negotiated sale to the Texas Water Development Board, at such price, in an
amount not to exceed the aggregate principal amount set forth above, with such maturities of principal, with
such interest rates, and with such optional and mandatory sinking fund redemption provisions, if any, and
other matters, as shall be mutually acceptable. The price to be paid for the Bonds shall be not less than
95% of the initial aggregate principal amount thereof, plus accrued interest thereon from their date to their
delivery, if any, and no Bond shall bear interest at a rate greater than 10% per annum. It is further
provided, however, that, notwithstanding the foregoing provisions, the Bonds shall not be delivered unless,
prior to their delivery, the Bonds have been rated by a nationally recognized rating agency for municipal
long term obligations, as required by said Chapter 1371, Texas Government Code, as amended.

Section 3, CHARACTERISTICS OF THE BONDS. Registration, Transfer. Conversion and
Exchange: Authentication. (a) The Issuer shall keep or cause to be kept at the principal corporate trust
office of The Bank of New York Mellon Trust Company, National Association, Dallas, Texas (the "Paying
Agent/Registrar”) books or records for the registration of the transfer, conversion and exchange of the
Bonds (the "Registration Books"), and the Issuer hereby appoints the Paying Agent/Registrar as its regtstrar
and transfer agent to keep such books or records and make such registrations of transfers, conversions and
exchanges under such reasonable regulations as the Issuer and Paying Agent/Registrar may prescribe; and
the Paying Agent/Regisirar shall make such registrations, transfers, conversions and exchanges as herein
provided. The Paying Agent/Registrar shall obtam and record in the Registration Books the address of the
registered owner of each Bond to which payments with respect to the Bonds shall be mailed, as herein




provided; but it shall be the duty of each registered owner to notify the Paying Agent/Registrar in writing
of the address to which payments shall be mailed, and such interest payments shall not be mailed unless
such notice has been given. The Issuer shall have the right to inspect the Registration Books during regular
business hours of the Paying Agent/Registrar, but otherwise the Paying Agent/Registrar shall keep the
Registration Books confidential and, unless otherwise required by law, shall not permit their inspection by
any other entity. The Issuer shall pay the Paying Apent/Registrar's standard or customary fees and charges
for making such registration, transfer, conversion, exchange and delivery of a substitute Bond or Bonds.
Registration of assignments, transfers, conversions and exchanges of Bonds shall be made in the manner
provided and with the effect stated in the FORM OF BOND set forth in this Resolution. Each substitute
Bond shall bear a letter and/or number to distinguish it from each other Bond.

Except as provided in Section 3(c) hereof, an authorized representative of the Paying
Agent/Registrar shall, before the delivery of any such Bond, date and manually sign said Bond, and no such
Bond shall be deemed to be issued or outstanding unless such Bond is so executed. The Paying
Agent/Registrar promptly shall cancel all paid Bonds and Bonds surrendered for conversion and exchange.
No additional ordinances, orders, or resolutions need be passed or adopted by the governing body of the
Issuer or any other body or person so as to accomplish the foregoing conversion and exchange of any Bond
or portion thereof, and the Paying Agent/Registrar shall provide for the printing, execution, and delivery
of the substitute Bonds in the manner prescribed herein, and said Bonds shall be of type composition printed
on paper with lithographed or steel engraved borders of customary weight and strength. Pursuant to
Subchapter D, Chapter 1201, Texas Government Code, the duty of conversion and exchange of Bonds as
aforesaid is hereby imposed upon the Paying Agent/Registrar, and, upon the execution of said Certificate,
the converted and exchanged Bond shall be valid, incontestable, and enforceable in the same manner and
with the same effect as the Bonds which initially were issued and delivered pursuant to this Resolution,
approved by the Attorney General, and registered by the Comptroller of Public Accounts.

(b) Payment of Bonds and Interest. The Issuer hereby further appoints the Paying Agent/Registrar
to act as the paying agent for paying the principal of and interest on the Bonds, all as provided in this
Resolution. The Paying Agent/Registrar shall keep proper records of all payments made by the Issuer and
the Paying Agent/Registrar with respect to the Bonds, and of all conversions and exchanges of Bonds, and
all replacements of Bonds, as provided in this Resolution. However, in the event of a nonpayment of
interest on a scheduled payment date, and for thirty (30) days thereafter, a new record date for such interest
payment {a "Special Record Date") will be established by the Paying Agent/Registrar, if and when funds
for the payment of such interest have been received from the Issuer. Notice of the Special Record Date and
of the scheduled payment date of the past due interest (which shall be 15 days after the Special Record
Date) shall be sent at least five (5) business days prior to the Special Record Date by United States mail,
first-class postage prepaid, to the address of each registered owner appearing on the Registration Books at
the close of business on the last business day next preceding the date of mailing of such notice.

{c) In General. The Bonds (i) shall be issued in fully registered form, without interest coupons,
with the principal of and interest on such Bonds to be payable only to the registered owners thereof, (ii) may
and shall be redeemed prior to their scheduled maturities (notice of which shall be given to the Paying
Agent/Registrar by the Issuer at least 50 days prior to any such redemption date), (iii) transferred and
assigned, (iv) may be converted and exchanged for other Bonds, (v) shall have the characteristics, (vi) shall
be signed, sealed, executed and authenticated, {vii) the principal of and interest on the Bonds shall be
payable, and (viii) shall be administered and the Paying Agent/Registrar and the Issuer shall have certain
duties and responsibilities with respect to the Bonds, all as provided, and in the manner and to the effect as
required or indicated, in the FORM OF BOND set forth in this Resolution. The Bonds initially issued and
delivered pursuant to this Resolution are not required to be, and shall not be, authenticated by the Paying
Agent/Registrar, but on each substitute Bond issued in conversion of and exchange for any Bond or Bonds
issued under this Resolution the Paying Agent/Registrar shall execute the PAYING



AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE, in the form set forth in the FORM OF
BOND.

(d) Substitute Payi ent/Registrar. The Issuer covenants with the registered owners of the
Bonds that at all times while the Bonds are outstanding the Issuer will provide a competent and legally
qualified bank, trust company, financial institution, or other agency to act as and perform the services of
Paying Agent/Registrar for the Bonds under this Resolution, and that the Paying Agent/Registrar will be
one entity. The Issuer reserves the right to, and may, at its option, change the Paying Agent/Registrar upon
not less than 120 days written notice to the Paying Agent/Registrar, to be effective not later than 60 days
prior to the next principal or interest payment date after such notice. In the event that the entity at any time
acting as Paying Agent/Registrar (or its successor by merger, acquisition, or other method) should resign
or otherwise cease to act as such, the Issuer covenants that promptly it will appoint a competent and legally
qualified bank, trust company, financial institution, or other agency to act as Paying Agent/Registrar under
this Resolution. Upon any change in the Paying Agent/Registrar, the previous Paying Agent/Registrar
promptly shall transfer and deliver the Registration Books (or a copy thereof), along with all other pertinent
books and records relating to the Bonds, to the new Paying Agent/Registrar designated and appointed by
the Issuer. Upon any change in the Paying Agent/Registrar, the Issuer promptly will cause a written notice
thereof to be sent by the new Paying Agent/Registrar to each registered owner of the Bonds, by United
States mail, first-class postage prepaid, which notice also shall give the address of the new Paying
Agent/Registrar. By accepting the position and performing as such, each Paying Agent/Registrar shall be
deemed to have agreed to the provisions of this Resolution, and a certified copy of this Resolution shall be
delivered to each Paying Agent/Registrar,

(e) Book-Entrv Only Systern. At the discretion of the Authorized Officer, Bonds may be issued
in exchange for the Bonds initially issued to the purchaser specified herein pursuant to a book-entry only
system, and if so issued, such Bonds shall be mnitially issued in the form of a separate single fully registered
Bond for each of the maturities thereof. Upon initial issuance, the ownership of each such Bond shall be
registered in the name of Cede & Co., as nominee of The Depository Trust Company of New York
("DTC"), and except as provided in subsection (f) hereof, all of the outstanding Bonds shall be registered
in the name of Cede & Co., as nominee of DTC.

With respect to Bonds registered in the name of Cede & Co., as nominee of DTC, the Issuer and
the Paying Agent/Registrar shall have no responsibility or obligation to any securities brokers and dealers,
banks, trust companies, clearing corporations and certain other organizations on whose behalf DTC was
created ("DTC Participant") to hold securities to facilitate the clearance and scttlement of securitics
transactions among DTC Participants or to any person on behalf of whom such a DTC Participant holds
an interest in the Bonds. Without limiting the immediately preceding sentence, the Issuer and the Paying
Agent/Registrar shall have no responsibility or obligation with respect to (i) the accuracy of the records of
DTC, Cede & Co. or any DTC Participant with respect to any ownership interest in the Bonds, (i1) the
delivery to any DTC Participant or any other person, other than a registered owner of Bonds, as shown on
the Registration Books, of any notice with respect to the Bonds, or (1ii) the payment to any DTC Participant
or any other person, other than a registered owner of Bonds, as shown in the Registration Books of any
amount with respect to principal of or interest on the Bonds. Notwithstanding any other provision of this
- Resolution to the contrary, the Issuer and the Paying Agent/Registrar shall be entitled to treat and consider
the person in whose name each Bond is registered in the Registration Books as the absolute owner of such
Bond for the purpose of payment of principal and interest with respect to such Bond, for the purpose of
registering transfers with respect to such Bond, and for all other purposes whatsoever. The Paying
Agent/Registrar shall pay all principal of and interest on the Bonds only to or upon the order of the
registered owners, as shown in the Registration Books as provided in this Resolution, or their respective
attorneys duly authorized in writing, and all such payments shall be valid and effective to fully satisfy and
discharge the Issuer's obligations with respect to payment of principal of and interest on the Bonds to the



extent of the sum or sums so paid. No person other than a registered owner, as shown in the Registration
Books, shall receive a Bond certificate evidencing the obligation of the Issuer to make payments of principal
and interest pursuant to this Resolution. Upon delivery by DTC to the Paying Agent/Registrar of written
notice to the effect that DTC has determined to substitute a new nominee in place of Cede & Co., and
subject to the provisions in this Resolution with respect to interest checks being mailed to the registered
owner at the close of business on the Record date, the words "Cede & Co." in this Resolution shall refer to
such new nominee of DTC.

(f) Successor Securities Depository; Transfers Qutside Book-Entry Only System. In the event that
the Issuer determines that DTC 1s incapable of discharging its responsibilities described herein and in the
representation letter of the Issuer to DTC or that it is in the best interest of the beneficial owners of the
Bonds that they be able to obtain certificated Bonds, the Issuer shall (i) appoint a successor securities
depository, qualified to act as such under Section 17A of the Securities and Exchange Act of 1934, as
amended, notify DT'C and DTC Participants of the appointment of such successor securities depository and
transfer one or more separate Bonds to such successor securities depository or (ii) notify DTC and DTC
Participants of the availability through DTC of Bonds and transfer one or more separate Bonds to DTC
Participants having Bonds credited to their DTC accounts. In such event, the Bonds shall no longer be
restricted to being registered in the Registration Books in the name of Cede & Co., as nominee of DTC, but
may be registered in the name of the successor securities depository, or its nominee, or in whatever name
or names registered owners transferring or exchanging Bonds shall designate, in accordance with the
provisions of this Resolution,

(g) Payments to Cede & Co. Notwithstanding any other provision of this Resolution to the
contrary, so long as any Bond is registered in the name of Cede & Co., as nominee of DTC, all payments
with respect to principal of and interest on such Bond and all notices with respect to such Bond shall be
made and given, respectively, in the manner provided in the representation letter of the Issuer to DTC.

(h) Notice of Redemption. (i) In addition to the notice of redemption set forth in the FORM OF
BOND, the Paying Agent/Registrar shall give notice of redemption of the Bonds by first class mail, postage
prepaid at least thirty (30) days prior to a redemption date to each registered securities depository and to
any national information service that disseminates redemption notices. In addition, in the event of a
redemption caused by an advance refunding of the Bonds, the Paying Agent/Registrar shall send a second
notice of redemption to the persons specified in the immediately preceding sentence at least thirty (30) days
but not more than ninety (30) days prior to the actual redemption date. Any notice sent to the registered
securities depositories or such national information services shall be sent so that they are received at least
two (2) days prior to the general mailing or publication date of such notice. The Paying Agent/Registrar
shall also send a notice of prepayment or redemption to the Registered Owner of any Bond who has not sent
the Bonds in for redemption sixty (60) days after the redemption date.

(11) Each notice of redemption given by the Paying Agent/Registrar, whether required in the FORM
OF BOND or in this Section, shall contain a description of the Bonds to be redeemed including the complete
name of the Bonds, the Series, the date of issue, the interest rate, the matunty date, the CUSIP number, the
certificate numbers, the amounts called of each certificate, the publications and mailing date for the notice,
the date of redemption, the redemption price, the name of the Paying Agent/Registrar and the address at
which the Bonds may be redeemed, including a contact person and telephone number.

(in) All redemption payments made by the Paying Agent/Registrar to the Registered Owners shall
include a CUSIP number relating to each amount paid to such Registered Owner.

Section 4. FORM OF BONDS. The form of the Bonds, including the form of Paying
Agent/Registrar's Authentication Certificate, the form of Assignment and the form of Registration



Certificate of the Comptroller of Public Accounts of the State of Texas to be attached to the Bonds initially
issued and delivered pursuant to this Resolution, shall be, respectively, substantially as follows, with such
appropriate variations, omissions, or insertions as are permitted or required by this Resolution.

FORM OF BOND
NO. R- PRINCIPAL
AMOUNT
$
UNITED STATES OF AMERICA
STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS
RED OAK CREEK SYSTEM REVENUE BONDS
SERIES
INTEREST RATE DATE OF ISSUANCE MATURITY DATE CUSIP NO.
REGISTERED OWNER:
PRINCIPAL AMOUNT: DOLLARS

ON THE MATURITY DATE specified above, the TRINITY RIVER AUTHORITY OF TEXAS
(the "Issuer"), being a governmental agency, and body corporate and politic of the State of Texas, hereby
promises to pay to the Registered Owner set forth above, or registered assigns (hereinafter called the
"registered owner") the principal amount set forth above, and to pay interest thereon from the Date of
Issuance as set forth above, on R and semiannually thereafier on each and
to the maturnty date specified above, or the date of redemption prior to maturity, at the interest rate per
annum specified above, calculated on the basis of a 360-day year composed of twelve 30-day months;
except that if this Bond is required to be authenticated and the date of its authentication is later than the first
Record Date (hereinafter defined), such principal amount shall bear interest from the interest payment date
next preceding the date of authentication, unless such date of authentication is after any Record Date but
on or before the next following interest payment date, in which case such principal amount shall bear
interest from such next following interest payment date; provided, however, that if on the date of
authentication hereof the interest on the Bond or Bonds, if any, for which this Bond is being exchanged or
converted from 1s due but has not been paid, then this Bond shall bear interest from the date to which such
interest has been paid in full.

THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money of the United
States of America, without exchange or collection charges. The principal of this Bond shall be paid to the
registered owner hereof upon presentation and surrender of this Bond at maturity or upon the date fixed for
its redemption prior to maturity, at the principal corporate trust office of The Bank of New York Mellon
Trust Company, National Association, Dallas, Texas, which is the "Paying Agent/Registrar” for this Bond.
The payment of interest on this Bond shall be made by the Paying Agent/Registrar to the registered owner
hereof on each interest payment date by check or draft, dated as of such interest payment date, drawn by
the Paying Agent/Registrar on, and payable solely from, funds of the Issuer required by the Resolution
authorizing the issuance of this Bond (the "Bond Resolution") to be on deposit with the Paying
Agent/Registrar for such purpose as hereinafter provided; and such check or draft shall be sent by the



Paying Agent/Registrar by United States mail, first-class postage prepaid, on each such interest payment
date, to the registered owner hereof, at its address as it appeared on the fifteenth calendar day of the month
next preceding each such date (the "Record Date") on the Registration Books kept by the Paying
Agent/Registrar, as hercinafter described; provided, however, that for so long as the Texas Water
Development Board ("TWDB") 1s the registered owner of the Bonds, all payments of principal and interest
will be made in wire transfer form at no cost to the TWDB. In addition, interest may be paid by such other
method, acceptable to the Paying Agent/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 days
thereafter, a new record date for such interest payment (a "Special Record Date'") will be established by the
Paying Agent/Registrar, if and when funds for the payment of such interest have been received from the
Issuer. Notice ofthe Special Record Date and of the scheduled payment date of the past due inferest (which
shall be 15 days after the Special Record Date) shall be sent at least five business days prior to the Special
Record Date by United States mail, first-class postage prepaid, to the address of each owner of a Bond
appearing on the Registration Books at the close of business on the last business day next preceding the date
of mailing of such notice.

ANY ACCRUED INTEREST due at maturity or upon the redemption of this Bond prior to
maturity as provided herein shall be paid to the registered owner upon presentation and surrender of this
Bond for redemption and payment at the principal corporate trust office of the Paying Agent/Registrar. The
Issuer covenants with the registered owner of this Bond that on or before each principal payment date,
interest payment date, and accrued interest payment date for this Bond it will make availabie to the Paying
Agent/Registrar, from the "Interest and Redemption Fund" created by the Bond Resolution, the amounts
required to provide for the payment, in immediately available funds, of all principal of and interest on the
Bonds, when due.

IF THE DATE for the payment of the principal of or interest on this Bond shall be a Saturday,
Sunday, a legal holiday, or a day on which banking institutions in the city where the principal corporate
trust office of the Paying Agent/Registrar is located are authorized by law or executive order to close, then
the date for such payment shall be the next succeeding day which is not such a Saturday, Sunday, legal
holiday, or day on which banking institutions are authorized to close; and payment on such date shall have
the same force and effect as if made on the original date payment was due.

THIS BOND is one of a Series of Bonds dated , authorized in accordance with
the Constitution and laws of the State of Texas in the principal amount of § . IN
ORDER TO OBTAIN FUNDS TO PAY THE COSTS OF THE ACQUISITION AND
CONSTRUCTION OF IMPROVEMENTS AND EXTENSIONS TO THE TRINITY RIVER
AUTHORITY OF TEXAS RED OAK CREEK REGIONAL WASTEWATER SYSTEM.

ON , or on any date thereafter, the Bonds of this Series may be redeemed prior
to their scheduled maturities, in inverse order of maturity, at the option of the Issuer, with funds derived
from any available and lawful source, as a whole, or in part, and, if in part, the particular Bonds to be
redeemed shall be selected and designated by the Issuer, at the redemption price of the principal amount,
plus accrued interest to the date fixed for redemption.

The Bonds maturing inthe year ___ are subject to mandatory redemption prior to maturity in part,
at random, by lot or other customary method selected by the Payving Agent/Registrar, at par plus accrued
mterest to the redemption date, in amounts sufficient to redeem said Bonds on in the years
and principal amounts shown on the following schedule:



Maturity
_ Principal
Ycar Amount ($)

The principal amount of said Bonds required to be redeemed pursuant to the operation of such
mandatory redemption provision shall be reduced, at the option of the Issuer, by the principal amount of
said Bonds of the respective maturity which, at least 50 days prior to the mandatory redemption date (1}
shall have been acquired by the Issuer at a price not exceeding the principal amount of such Bonds plus
accrued interest to the date of purchasc thereof, and delivered to the Paying Agent/Registrar for
cancellation, (2) shall have been purchased and canceled by the Paying Agent/Registrar at the request of
the Essuer at a price not exceeding the principal amount of such Bonds plus accrued interest to the date of
purchase, or (3) shall have been redeemed pursuant to the optional redemption provisions and not
theretofore credited against a mandatory redemption requirement.

AT LEAST 30 days prior to the date fixed for any redemption of Bonds or portions thereof prior
to maturity a wrnitten notice of such redemption shall be sent by the Paying Agent/Registrar by United States
mail, first-class postage prepaid, to the registered owner of each Bond to be redeemed at its address as it
appeared on the registration books of the Paying Agent/Registrar at the close of business on the business
day next preceding the date of mailing such notice of redemption and to major securities depositories,
national bond rating agencies and bond information services; provided, however, that the failure of the
registered owner to receive such notice, or any defect therein or in the sending or mailing thereof, shall not
affect the validity or effectiveness of the proceedings for the redemption of any Bond. By the date fixed for
any such redemption, due provision shall be made with the Paying Agent/Registrar for the payment of the
required redemption price for the Bonds or portions thereof which are to be so redeemed. If such written
notice of redemption is sent and if due provision for such payment is made, all as provided above, the Bonds
or portions thereof which are to be so redeemed thereby automatically shall be treated as redeemed prior
to their scheduled maturities, and they shall not bear interest after the date fixed for redemption, and they
shall not be regarded as being outstanding except for the right of the registered owner to receive the
redemption price from the Paying Agent/Registrar out of the funds provided for such payment. If a portion
of any Bond shall be redeemed a substitute Bond or Bonds having the same maturity date, bearing interest
at the same rate, in any denomination or denominations in any integral multiple of $5,000, at the written
request of the registered owner, and in aggregate amount equal to the unredeemed portion thereof, will be
1ssued to the registered owner upon the surrender thereof for cancellation, at the expense of the Issuer, all
as provided in the Bond Resolution.

IF AT THE TIME OF MAILING of notice of optional redemption there shall not have either been
deposited with the Paying Agent/Registrar or legally authorized escrow agent immediately available funds
sufficient to redeem all the Bonds called for redemption, such notice must state that it is conditional, and
is subject to the deposit of the redemption moneys with the Paying Agent/Registrar or legally authorized
escrow agent at or prior to the redemption date, and such notice shall be of no effect unless such moneys
are so deposited on or prior to the redemption date. If such redemption is not effectuated, the Paying
Agent/Registrar shall, within 5 days thereafter, give notice in the manner in which the notice of redemption
was given that such moneys were not so received and shall rescind the redemption.

ALL BONDS OF THIS SERIES are issuable solely as fully registered Bonds, without interest
coupons, in the denomination of any integral multiple of $5,000. As provided in the Bond Resolution, this
Bond, or any unredeemed portion hereof, may, at the request of the registered owner or the assignee or
assignees hereof, be assigned, transferred, converted into and exchanged for a like aggregate principal



amount of fully registered Bonds, without interest coupons, payable to the approprate registered owner,
assignee oOr assignees, as the case may be, having the same denomination or denominations in any integral
multiple of $5,000 as requested in writing by the appropriate registered owner, assignee or assignees, as
the case may be, upon surrender of this Bond to the Paying Agent/Registrar for cancellation, all in
accordance with the form and procedures set forth in the Bond Resolution. Among other requirements for
such assignment and transfer, this Bond must be presented and surrendered to the Paying Agent/Registrar,
together with proper instruments of assignment, in form and with guarantee of signatures satisfactory to
the Paying Agent/Registrar, evidencing assignment of this Bond or any portion or portions hereof in any
integral multiple of $5,000 to the assignee or assignees in whose name or names this Bond or any such
portion or portions hereof is or are to be registered. The form of Assignment printed or endorsed on this
Bond may be executed by the registered owner to evidence the assignment hereof, but such method is not
exclusive, and other instruments of assignment satisfactory to the Paying Agent/Registrar may be used to
evidence the assignment of this Bond or any portion or portions hereof from time to time by the registered
owner. The Paying Agent/Registrar's reasonable standard or customary fees and charges for assigning,
transferring, converting and exchanging any Bond or portion thereof will be paid by the Issuer. In any
circumstance, any taxes or governmental charges required to be paid with respect thereto shall be paid by
the one requesting such assignment, transfer, conversion or exchange, as a condition precedent to the
exercise of such privilege. The Paying Agent/Registrar shall not be required to make any such transfer,
conversion or exchange (i) during the period commencing with the close of business on any Record Date
and ending with the opening of business on the next following principal or interest payment date, or, (i1)
with respect to any Bond or any portion thereof called for redemption prior to maturity, within 45 days prior
1o its redemption date.

IN THE EVENT any Paying Agent/Registrar for the Bonds is changed by the Issuer, resigns or
otherwise ceases to act as such, the Issuer has covenanted in the Bond Resolution that it promptly will
appoint a competent and legally qualified substitute therefor, and cause written notice thereof to be mailed
to the registered owners of the Bonds.

IT IS HEREBY -certified, recited, and covenanted that this Bond has been duly and validly
authorized, issued, sold, and delivered; that all acts, conditions, and things required or proper to be
performed, exist, and be done precedent to or in the authorization, issuance, and delivery of this Bond have
been performed, existed, and been done in accordance with law; that this Bond 1s a special obligation of the
Issuer which, together with other outstanding parity bonds, is secured by and payable from a first lien on
and pledge of the "Pledged Revenues”, as defined in the Bond Resolution, which include the "Net Revenues
of the Red Oak Creek System", as defined in the Bond Resolution, and include payments and amounts
recetved by the Issuer pursuant to the "Trinity River Authority of Texas-Red Oak Creck Regional
Wastewater System Contract” dated as of June 1, 1986, among the Issuer and the Cities of Cedar Hill, De
Soto, Glenn Heights, Lancaster, Ovilla, and Red Oak, Texas.

THE ISSUER has reserved the right, subject to the restriction stated in the Bond Resolution, to
issue Additional Bonds payable from and secured by a first lien on and pledge of the "Pledged Revenues”
on a parity with this Bond and series of which it is a part.

THE ISSUER also has reserved the right to amend the Bond Resolution with the approval of the
registered owners of a majority in principal amount of all outstanding bonds secured by and payable from
a first lien on and pledge of the "Pledged Revenues".

THE REGISTERED OWNER hereof shall never have the right to demand payment of this Bond
or the interest hereon from taxes or from any source whatsoever other than specified in the Bond Resolution.,



BY BECOMING the registered owner of this Bond, the registered owner thereby acknowledges all
of the terms and provisions of the Bond Resolution, agrees to be bound by such terms and provisions,
acknowledges that the Bond Resolution is duly recorded and available for inspection in the official minutes
and records of the governing body of the Issuer, and agrees that the terms and provisions of this Bond and
the Bond Resolution constitute a contract between each registered owner hereof and the Issuer.

IN WITNESS WHEREQOF, the Issuer has caused this Bond to be signed with the manual or
facsimile signature of the President of the Board of Directors of the Issuer and countersigned with the
manual or facsimile signature of the Assistant Secretary of the Board of Directors of the Issuer, and has
caused the official seal of the Issuer to be duly impressed, or placed in facsimile, on this Bond.

Assistant Secretary, Board of Directors President, Board of Directors
Trinity River Authority of Texas Trinity River Authority of Texas
(SEAL)
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FORM OF
PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

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

It is hereby certified that this Bond has been issued under the provisions of the Bond Resolution
described in the text of this Bond; and that this Bond has been issued in conversion or replacement of, or
m exchange for, a bond, bonds, or a portion of a bond or bonds of a Series which originally was approved
by the Attorney General of the State of Texas and registered by the Comptroller of Public Accounts of the
State of Texas.

Dated THE BANK OF NEW YORK MELLON TRUST COMPANY,

NATIONAL ASSOCIATION
Paying Agent/Registrar

By

Authorized Representative

FORM OF ASSIGNMENT

ASSIGNMENT

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

Please insert Social Security or Taxpayer
Identification Number of Transferce

(Please print or typewrite name and address,
including zip code of Transferee)

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

Dated:

11



Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed by an
eligible guarantor institution participating in a
securitics transfer association recognized
~ signature guarantee program.

NOTICE: The signature above must correspond
with the name of the registered owner as it
appears upon the front of this Bond in every
particular, without alteration or enlargement or

any change whatsoever,

FORM OF REGISTRATION CERTIFICATE OF
THE COMPTROLLER OF PUBLIC ACCOUNTS:

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

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

Witness my signature and seal this

Comptroller of Public Accounts
of the State of Texas

(COMPTROLLER'S SEAL)

Section 5. DEFINITIONS. As used in this Bond Resolution the following terms shall have the
meanings set forth below, unless the text hereof specifically indicates otherwise:

The term "Additional Bonds" means the additional parity bonds permitted to be authorized in this
Bond Resolution.

The term "Authority” or "Issuer” means Trinity River Authority of Texas.

The term "Board" or "Board of Directors" means the Board of Directors of the Issuer, being the
governing body of the Issuer and it is further resolved that the declarations and covenants of the Issuer
contained in this Resolution are made by, and for and on behalf of the Board and the Issuer, and are binding
upon the Board and the Issuer for all purposes.

The terms "Bond Resolution" or "Resolution” mean this resolution adopted by the Board of
Directors of the Issuer on August 24, 2011, authorizing the issuance of the Bonds.

The term "Bonds" means collectively the initial Bonds as described and defined in Section 2 of this
Bond Resolution, and all substitute bonds exchanged therefor and other substitute bonds as provided for
m this Bond Resolution.

The term "Contracting Parties" means the Initial Contracting Parties and any other entity which
becomes an Additional Contracting Party and therefore a Contracting Party pursuant to the Initial Contract.
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The term "Contracts” means collectively (a) the Initial Contract, (b) any contracts with any entity
which becomes an Additional Contracting Party and therefore a Contracting Party pursuant to the Initial
Contract, and (c) all other contracts and agreements executed between the Issuer and other entities in
connection with the services of the System.

Theterms "Gross Revenues of the System" and "Gross Revenues” mean all of the revenues, income,
rentals, rates, fees, and charges of every nature derived by the Issuer from the operation and/or ownership
of the System, including specifically all payments and amounts received by the Issuer from Contracts, and
any income from the investment of money in any Funds maintained or created by this Bond Resolution,
excepting any amounts required to be rebated to the Internal Revenue Service as described in Section 24.

The term "Initial Contract” means the Trinity River Authonty of Texas-Red Oak Creck Regional
Wastewater System Contract, dated June 1, 1986, among the Issuer and the Initial Contracting Parties.

The term "Initial Contracting Parties" means the Cities of Cedar Hill, De Soto, Glenn Heights,
Lancaster, Ovilla, and Red Qak, Texas.

The terms "Net Revenues of the Authority's System", "Net Revenues of the System" and "Net
Revenues" shall mean the Gross Revenues of the System less the Operation and Mamtenance Expenses of
the System.

The term "Operation and Maintenance Expenses” means all costs and expenses of operation and
maintenance of the System, including (for greater certainty but without limiting the generality of the
foregoing) repairs and replacements for which no special fund is created in the Bond Resolution, operating
personnel, the cost of utilities, the costs of supervision, engincering, accounting, auditing, legal services,
supplies, services, administration of the System, including general overhead expenses of the lssuer
attributable to the System, insurance premiums, equipment necessary for proper operation and maintenance
of the System, and payments made by the Issuer in satisfaction of judgments resulting from claims not
covered by the Issuer's insurance arising in connection with the operation and maintenance of the System.
The term also includes the charges of the bank or banks and other entities acting as paying agents and/or
registrars for any Parity Bonds or Additional Bonds. The term does not include depreciation.

The term "Parity Bonds" means collectively (i) the Bonds and (ii) any Series 2003 Bonds, Series
2006 Bonds, Series 2008 Bonds and Series 2009 Bonds which will be outstanding and payable from the
Pledged Revenues after the delivery of the Bonds.

The term "Pledged Revenues” means: (a) the Net Revenues of the System and (b) any additional
revenues, income, receipts, donations, or other resources derived or received or to be received from any
public or private source, whether pursuant to an agreement or otherwise, which in the future may, at the
option of the Issuer, be pledged to the payment of the Parity Bonds or the Additional Bonds.

The terms "Red Qak Creek System" and "System" mean all of the Issuer's wastewater reception,
transportation, treatment, and disposal facilities, as described and defined in the Contract, serving the
Contracting Parties in the area of the watershed or drainage basin of Red Oak Creek (a tributary of the
Trinity River) in Dallas and Ellis Counties, Texas, together with all improvements and additions to and
extensions, enlargements, and replacements of such facilities. However, said terms do not include any
facilities acquired or constructed by the Issuer with the proceeds from the issuance of "Special Facilities
Bonds", which are hereby defined as being revenue obligations of the Issuer which are not issued as
Additional Bonds, and which are payable from any source, contract, or revenues whatsoever other than the
Pledged Revenues; and Special Facilities Bonds may be issued for any lawful purpose and made payable
from any source, contract, or revenues whatsoever other than the Pledged Revenues.
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The terms "year" or "fiscal year" shall mean the Authority's fiscal year, which initially shall be the
year comumencing December 1 of each calendar year and ending on November 30 of the following calendar
year, but which subsequently may be any other 12 month period hereafier established by the Issuer as a
fiscal year.

Section 6. PLEDGE. The Panty Bonds and any Additional Bonds, and the interest thereon, are
and shall be secured equally and ratably on a parity by and payable from a first lien on and pledge of the
Pledged Revenues, and the Pledged Revenues are further pledged to the establishment and maintenance of
the Interest and Redemption Fund, the Reserve Fund, and the Contingency Fund as provided in this Bond
Resolution.

Section 7. REVENUE FUND. There has heretofore been created and there shall be maintained
on the books of the Issuer, and accounted for separate and apart from all other funds of the Issuer, a special
fund to be entitled the "Trinity River Authority of Texas Red Oak Creek System Revenue Bonds Revenue
Fund" (hereinafter called the "Revenue Fund"). All Gross Revenues of the System (excepting investment
income from any Fund other than the Revenue Fund) shall be credited to the Revenue Fund promptly after
they become available, All Operation and Maintenance Expenses of the System shall be paid from the
Gross Revenues of the System, as a first charge against same.

Section 8. INTEREST AND REDEMPTION FUND. For the sole purpose of paying the principal
of and interest on all Parity Bonds and any Additional Bonds, as the same come due, there has heretofore
been created and there shall be maintained at an official depository bank of the Issuer a separate fund to be
entitled the "Trimity River Authority of Texas Red Oak Creek System Revenue Bonds Interest and
Redemption Fund” (hereinafter called the "Interest and Redemption Fund").

Section 9. RESERVE FUND. There has heretofore been created and there shall be maintained at
an official depository bank of the Issuer a separate fund to be entitled the "Trinity River Authority of Texas
Red Qak Creek System Revenue Bonds Reserve Fund (hereinafter called the "Reserve Fund"). The Reserve
Fund shall be used solely for the purpose of finally retiring the last of any Parity Bonds or Additional
Bonds, or for paying when due the principal of and interest on any Parity Bonds or Additional Bonds when
and to the extent the amounts in the Interest and Redemption Fund and Contingency Fund are insufficient
for such purpose.

Section 10. CONTINGENCY FUND. There has heretofore been created and there shall be
maintained at an official depository bank of the Issuer a separate fund to be entitled the "Trinity River
Authority of Texas Red Oak Creek System Revenue Bonds Contingency Fund" (hereinafter called the
"Contingency Fund"). The Contingency Fund shall be used solely for the purpose of paying the costs of
improvements, enlargements, extensions, or additions, or other capital expenditures relating to the System,
and unexpected or extraordinary repairs or replacements of the System for which System funds are not
otherwise available, or for paying unexpected or extraordinary Operation and Maintenance Expenses of the
System for which System funds are not otherwise available, or for paying principal of and interest on any
Parity Bonds or Additional Bonds, when and to the extent the amount in the Interest and Redemption Fund
is insufficient for such purpose.

Section 11. DEPOSITS OF PLEDGED REVENUES, INVESTMENTS. (a) The Pledged
Revenues shall be deposited into the Interest and Redemption Fund, the Reserve Fund, and the Contingency
Fund when and as required by this Bond Resolution.

(b) Money in any Fund maintained pursuant to tlus Resolution may, at the option of the Issuer, be

mmvested as permitted by sections 8(n) and 8-B, Article 8280-188, V.AT.C.S., as amended, and in
compliance with the Public Funds Investment Act, Chapter 2256, Texas Government Code, as amended,
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the Pubic Funds Collateral Act, Chapter 2257, Texas Government Code, as amended, and the investment
policy of the Issner. Such deposits and investments shall be made consistent with the estimated
requirements of such Funds, and any obligation in which money is so invested shall be kept and held for the
benefit of the owners of the Parity Bonds and Additional Bonds, and shall be promptly sold and the proceeds
of sale applied to the making of all payments required to be made from the Fund from which the investment
was made. All earnings from the deposit or investment of any such Fund shall be credited to such Fund.
All investment earnings on depostt in the Interest and Redemption Fund shall reduce the amounts which
otherwise would be required to be deposited therein, with the result that the requirements of the Contracting
Parities to pay principal and/or interest payments under the Contracts shall be reduced accordingly.

(c) Notwithstanding the foregoing provisions of this Section and of Sections 14 and 15, all
Investment income, if any, required by the United States Internal Revenue Code to be rebated by the Issuer
to the Internal Revenue Service in order to prevent the Bonds from being or becoming taxable "arbitrage
bonds" under said Code shall be withdrawn from each Fund created by this Bond Resolution and so rebated
to the extent so required.

Section 12. FUNDS SECURED. Money in all Funds created by this Bond Resolution, to the
extent not invested, shall be secured 1n the manner prescribed by law for securing funds of the Issuer.

Section 13. DEBT SERVICE REQUIREMENTS. (a) Promptly after the delivery of the Bonds
the Issuer shall cause to be deposited to the credit of the Interest and Redemption Fund, from the proceeds
received from the sale and delivery of the Bonds, all accrued interest received from such sale.

(b} The Issuer shall transfer from the Pledged Revenues and deposit to the credit of the Interest and
Redemption Fund the amounts, at the times, as follows:

on or before the first interest payment date on the Bonds, and semiannually thereafter, on or before
each interest payment date, an amount sufficient, together with other amounts, if any, then on hand in the
Interest and Redemption Fund and available for such purpose, to pay the interest and/or principal and
interest scheduled to accrue and come due on the Bonds on each interest payment date.

Section 14. RESERVE FUND. (a) In addition to words and terms otherwise defined in this
Resolution, the following definitions shall apply to words and terms used in this section:

"Bond Insurance Policy" means an insurance policy issued by a Bond Insurer insuring or
guarantecing the payment of principal of and interest on any Bonds or Additional Bonds.

"Bond Insurer" means an entity that insures or guarantees the payment of principal of and interest
on any of the Bonds or Additional Bonds.

"Credit Facility" means a Bond Insurance Policy, a surety bond (including any supporting Insurance
Agreement), or a letter or line of credit issued in support of any Bonds or Additional Bonds by a Credit
Facility Provider at the request of the Issuer.

"Credit Facility Provider" means (i) with respect to any Credit Facility consisting of a policy of
municipal bond insurance or a surety bond, an issuer of policies of insurance insuring the timely payment
of debt service on governmental obligations such as the Bonds or Additional Bonds, provided that a Rating
Agency having an outstanding rating on the Bonds or Additional Bonds would rate the Bonds or Additional
Bonds upon delivery of the Bonds or Additional Bonds fully insured by a standard policy issued by the
issuer in its highest generic rating category for such obligations; and (ii) with respect to any Credit Facility
consisting of a letter or line of credit, any financial institution, provided that a Rating Agency having an
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outstanding rating on the Bonds or Additional Bonds would rate the Bonds or Additional Bonds in one of
its two highest generic rating categories for such obligations if the letter or line of credit proposed to be
issued by such financial institution secured the timely payment of the entire principal amount of the series
of Bonds or Additional Bonds and the interest thereon.

"Fitch" means Fitch Investors Service, L.P., its successors and their assigns, and, if such
corporation shall be dissolved or liquidated or shall no longer perform the functions of a secunties rating
agency, Fitch shall be deemed to refer to any other nationally recognized securities rating agency designated
by the Issuer.

"Insurance Apreement" means an agreement between the Issuer and the Bond Insurer respecting
a municipal bond debt service reserve insurance policy constituting a Reserve Fund Obligation.

"Moody's" means Moody's Investors Service, Inc., its successors and their assigns, and, if such
corporation shall be dissolved or liquidated or shall no longer perform the functions of a securities rating
agency, Moody's shall be deemed to refer to any other nationally recognized securities rating agency
designated by the Issuer.

"Rating Agencies" means S&P, Moody's and/or Fitch according to which of such rating agencies
then rates the Bonds or Additional Bonds of the applicable series; and provided that if neither of such rating
agencics then rates the Bonds or Additional Bonds of such series, the term "Rating Agencies” shall refer to
any national rating agency (if any) which provides such rating.

"Required Reserve" means an amount equal to the lesser of (i) the average annual principal and
imterest requirements on the Bonds or Additional Bonds or (i) the amount determined by the Internal
Revenue Code of 1986, as amended, and the regulations thereunder, as of the date of issuance of any
hereafter issued Bonds or Additional Bonds issued with the intent that interest thereon will be excludable
from the gross income of the registered owners thereof for federal income tax purposes, to be a reasonably
required reserve or replacement fund.

"Reserve Fund Obligation" means a Credit Facility satisfying the requirements of this section which
is deposited in the Reserve Fund to meet all or part of the Required Reserve as provided in section.

"S&P" means Standard & Poor's Ratings Services, a division of The McGraw-Hill Companies,
Inc., its successors and their assigns, and, if such corporation shall be dissolved or liquidated or shall no
longer perform the functions of a securities rating agency, S&P shall be deemed to refer to any other
nationally recognized secunities rating agency designated by the Issuer.

(b) Initially, the Required Reserve shall be funded, to the extent necessary, by a deposit of bond
proceeds. Thereafter, no further deposits shall be made into the Reserve Fund as long as the money and
investments, together with any Reserve Fund Obligation, in the Reserve Fund are at least equal in market
value to the Required Reserve; but if and whenever the market value of money and investments, together
with any Reserve Fund Obligation, in the Reserve Fund is reduced below said Required Reserve because
of a decrease in market value of investments, then the Issuer shall require the Contracting Parties to increase
payments under the Contract as soon as practicable, and in all events by the end of the next Fiscal Year,
in an amount sufficient to restore the Reserve Fund to the Required Reserve; and in the event the Reserve
Fund is used to pay the principal of or interest on the Bonds or Additional Bonds because of insufficient
amounts bemng available in the Interest and Sinking Fund, then the Issuer shall require the Contracting
Parties to increase payments under the Contract in an amount sufficient to restore the Reserve Fund to the
Required Reserve in market value, and from such increased payments the Issuer shall deposit in the Reserve
Fund, in approximately equal periodic installments, not less than annual, such amounts as are required to
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restore the Reserve Fund to the Required Reserve in market value as soon as practicable, but in any case,
within one year from any date of the use of the Reserve Fund to pay such principal or interest. For purposes
of calculating the amount on hand in the Reserve Fund, an amount equal to the maximum available amount
which may be drawn under any Reserve Fund Obligation, as described in (f) below, will be deemed on
deposit in the Reserve Fund. During any period in which the money and investments credited to the Reserve
Fund, taking into account any Reserve Fund Obligation, are equal to or exceed the Required Reserve in
market value then during such period all investment earnings and income from the Reserve Fund shall be
deposited upon receipt to the credit of the Interest and Sinking Fund.

{c) The Reserve Fund shall be used only for the purpose of paying principal of or interest on the
Bonds or Additional Bonds when there 1s not sufficient money available in the Interest and Sinking Fund
for such payments, and shall be used finally to pay, redeem or retire the last of the outstanding Bonds or
Additional Bonds.

(d) The Reserve Fund shall secure and be used to pay all Bonds or Additional Bonds, in the
manner and 1o the extent provided herein. However, each resolution pursuant to which additional Bonds
or Additional Bonds are issued shall provide and require that (i) the aggregate amount to be accumulated
and maintained in the Reserve Fund shall be increased (if and to the extent necessary) to the Required
Reserve required after the issuance of such additional Bonds or Additional Bonds; and (ii) the required
additional amount, if any, shall be so accumulated by the deposit in the Reserve Fund of all of said required
additional amount in cash or a Reserve Fund Obhigation immediately after the delivery of the then proposed
additional Bonds or Additional Bonds.

(e} Notwithstanding any other provisions of this Resolution, an equivalent Reserve Fund Obligation
may be substituted by the Issuer at any time and from time to time for all or any part of the money and/or
investments held for the credit of the Reserve Fund, and such money and/or investments may be withdrawn
and used for any lawful purpose, provided, however, that to the extent such funds were derived from the
proceeds of Bonds or Additional Bonds, such funds may only be withdrawn and either (i} deposited into the
Interest and Sinking Fund or (ii) applied for a purpose for which such Bonds or Additional Bonds were
originally issued. If a Reserve Fund Obligation is used as provided above, any reimbursements required
thereunder to be paid to a Credit Facility Provider as a result of a draw or demand thereunder and any
interest thereon and expenses payable thereunder shall be made, as provided in the Reserve Fund Obligation,
from moneys deposited into the Reserve Fund until fully paid. If it becomes necessary to pay interest on
or principal of any Bonds from the Reserve Fund, money and investments held for the credit of the Reserve
Fund shall be utilized first for such purpose, before any demand or draw is made on a Reserve Fund
Obligation.

(f) A Reserve Fund Obligation permitted under (b), above, must be a Credit Facility in the form
of a surety bond, insurance policy, or letter of credit meeting the requirements described below.

(1) A surety bond or insurance policy 1ssued to the Issuer or other party, as agent of the
registered owners, by a company licensed to issue an insurance policy guaranteeing the timely
payment of debt service on the Bonds (a "municipal bond insurer") if the claims paying ability of
the issuer thereof shall, at the time of issuance, be rated by at least two of the following rating
agencies in the indicated rating categories, 1o-wit, "AAA" by S&P or Fitch or "Aaa" by Moody's.

(2) A surety bond or msurance policy issued to the Issuer or other party, as agent of the

registered owners, by an entity other than a municipal bond insurer, if the form and substance of
such instrument and the issuer thereof shall be approved in writing by each Bond Insurer of record.
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(3) Anunconditional irrevocable letter of credit issued to the Issuer or other party, as agent
of the registered owners, by a bank 1if the issuer thereof, at the time of issuance, is rated by at least
two of the following rating agencies in the indicated rating categories, to-wit, at least "AA" by S&P
or Fitch or "Aa" by Moody's. The letter of credit shall be payable in one or more draws upon
presentation by the Issuer or other party of a sight draft accompanied by its certificate (which must
be satisfactory in form and substance to the Issuer or other party and the issuer of the letter of
credit) that the Issuer then holds insufficient funds to make a required payment of principal or
mnterest on the Bonds or Additional Bonds. The draws shall be payable within two days of
presentation of the sight draft. The letter of credit shall be for a term of not less than three years
and shall be subject to an "evergreening" feature so as to provide the Issuer with at least 30 months
notice of termination. The issuer of the letter of credit shall be required to notify the Issuer not later
than 30 months prior to the stated expiration date of the letter of credit, as to whether such
expiration date shall be extended, and if so, shall indicate the new expiration date. If such notice
indicates that the expiration date shall not be extended, the Issuer shall deposit in the Reserve Fund,
in accordance with this section, an amount sufficient to cause the money or investments on deposit
in the Reserve Fund, together with any other qualifying Reserve Fund Obligations, to accumulate
to the Required Reserve, unless the expired Reserve Fund Obligation is replaced by a Reserve Fund
Obligation meeting the requirements in any of | through 3, above. The letter of credit shall permit
a draw in full prior to the expiration or termination of such letter of credit if the letter of credit has
not been replaced or renewed. The Issuer or other party shall draw upon the letter of credit prior
to 1ts expiration or termination uniess an acceptable replacement is in place or the Reserve Fund
is fully funded to the Required Reserve,

(4) The obligation to reimburse the issuer of a Reserve Fund Obligation for any expenses,
claims, or draws upon such Reserve Fund Obligation, including interest thereon, shall be made
from the deposits made to the Reserve Fund as provided in this section and in accordance with the
provisions of the Reserve Fund Obligation. The Reserve Fund Obligation shall provide for a
revolving feature under which the amount available thereunder will be reinstated to the extent of
any reimbursement of draws or claims paid. Ifthe revolving feature is suspended or terminated for
any reason, the right of the issuer of the Reserve Fund Obligation to reimbursement will be
subordinated to the cash replenishment of the Reserve Fund to an amount equal to the difference
between the full original amount available under the Reserve Fund Obligation and the amount then
available for further draws or claims. In the event (a) the issuer of a Reserve Fund Obligation
becomes insolvent, or (b) the issuer of a Reserve Fund Obligation defaults in its payment
obligations thereunder, or (c) the claims paying ability of the issuer of the insurance policy or surety
bond falls below "AAA" by S&P or Fitch or "Aaa" by Moody's, or (d) the rating of the issuer of
the letter of credit falls belowthe "AA" category by S&P or Fitch or the "Aa" category by Moody's,
the obligation to reimburse the issuer of the Reserve Fund Obligation shall be subordinate to the
cash replenishment of the Reserve Fund.

(5) In the event (a) the rating of the claims paying ability of the issuer of the surety bond
or msurance policy 1s no longer rated at least in the "AA" category by S&P or Fitch or the "Aa"
category by Moody's, or a higher category, or (b) the rating of the issuer of the letter of credit falls
below the "AA" category by S&P or Fitch or the "Aa" category by Moody's, or (c) the issuer of
the Reserve Fund Obligation defaults in its payment obligations hereunder, or (d} the issuer of the
Reserve Fund Obligation becomes insolvent, the Issner shall either (1) deposit into the Reserve
Fund, in accordance with this section, amounts sufficient to cause the money or investments on
deposit in the Reserve Fund to accumulate to the Required Reserve within twelve months of such
occurrence, or (ii) replace such instrument with a surety bond, insurance policy, or letter of credit
meeting the requirements in any of 1 through 3 above within twelve months of such occurrence.
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(6) Where applicable, the amount available for draws or claims under a Reserve Fund
Obligation may be reduced by the amount of money or investments deposited in the Reserve Fund
pursuant to clause (i) of the preceding subparagraph 5.

(7) The Issuer shall ascertain the necessity for a claim or draw upon any Reserve Fund
Obligation and provide notice to the issuer of the Reserve Fund Obligation in accordance with its
terms not later than three days (or such appropriate time period as will, when combined with the
timing of required payment under the Reserve Fund Obligation, ensure payment under the Reserve
Fund Obligation on or before the interest payment date) prior to each interest payment date.

(8) Cashon deposit in the Reserve Fund shall be used (or investments purchased with such
cash shall be liquidated and the proceeds applied as required) prior to any drawing on any Reserve
Fund Obligation. If and to the extent that more than one Reserve Fund Obligation is deposited in
the Reserve Fund, drawings thereunder and repayments of costs associated therewith shall be made
on a pro rata basis, calculated by reference to the maximum amounts available thereunder.

(g) Any excess in the Reserve Fund over the Required Reserve in effect at any time shall be
deposited to the credit of the Interest and Redemption Fund.

Section 15. CONTINGENCY REQUIREMENTS. There is currently on deposit in the
Contingency Fund the sum of at least $25,000. No additional deposits are required to be made to the credit
of the Contingency Fund unless and until such amount therein is reduced or depleted or unless the Issuer,
upon the advice and recommendation of an independent engineer or firm of engineers, determines it
necessary to increase such amount in order adequately to provide for contingencies related to the System,
or unless the Issuer provides for an increase in such amount in any resolution authorizing Additional Bonds.
If and when such amount in the Contingency Fund is reduced or depleted, or an increase in such amount
has been provided for, then, subject and subordinate to making the required deposits to the credit of the
Interest and Redemption Fund and the Reserve Fund, such reduction or depletion shall be restored, and/or
such amount shall be increased, to the extent not otherwise funded, from amounts which shall be provided
for such purpose in the Issuer's Annual Budget for the next ensuing fiscal vear or years; provided that the
Issuer is not required to budget more than one third of the amount to be accumulated for such purpose
during any one fiscal year. So long as the Contingency Fund contains money and investments not less than
the amount specified above (or the amount to which the Contingency Fund may be increased as aforesaid)
in market value, any surplus in the Contingency Fund over said amount shall promptly after October 1 of
each year, be deposited to the credit of the Interest and Redemption Fund.

Section 16. DEFICIENCIES; EXCESS PLEDGED REVENUES. (a) If on any occasion there
shall not be sufficient Pledged Revenues to make the required deposits into the Interest and Redemption
Fund, the Reserve Fund, and the Contingency Fund, then such deficiency shall be made up as soon as
possible from the next available Pledged Revenues.

(b) Subject to making the required deposits to the credit of the Interest and Redemption Fund, the
Reserve Fund, and the Contingency Fund, when and as required by this Bond Resolution, or any resolution
authorizing the issuance of Additional Bonds, the excess Pledged Revenues may be used for any lawful
purpose relating to the System.

Section 17. PAYMENT OF PARITY BONDS AND ADDITIONAL BONDS. On or before the
first interest payment date on the Bonds, and semiannually on or before each interest payment date thereafter
while any of the Parity Bonds or Additional Bonds are outstanding and unpaid, the Issuer shall make
available to the Paying Agent/Registrar, out of the Interest and Redemption Fund, or the Reserve Fund or
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the Contingency Fund, if necessary, money sufficient to pay such interest on and such principal of the Parity
Bonds and Additional Bonds as will accrue or mature on each interest payment date.

Section 18. ADDITIONAL BONDS, (a) The Issuer shall have the right and power at any time
and from time to time, and 1n one or more Series or issues, to authorize, issue, and deliver additional parity
revenue bonds (herein called "Additional Bonds"), in accordance with law, in any amounts, for any lawful
purpose related to the System, including the refunding of any Parity Bonds or Additional Bonds. Such
Additional Bonds, if and when authorized, issued, and delivered in accordance with the provisions hereof,
shall be secured by and made payable equally and ratably on a parity with the Parity Bonds and Bonds,
from a first lien on and pledge of the Pledged Revenues.

(b) The Interest and Redemption Fund, the Reserve Fund, and the Contingency Fund established
pursuant to this Bond Resolution shall secure and be used to pay all Additional Bonds as well as the Parity
Bonds and Bonds, all on a parity. However, each resolution under which Additional Bonds are issued shall
provide and require that, in addition to the amounts required by the provisions of this Bond Resolution and
the provisions of each resolution authorizing Additional Bonds to be deposited to the credit of the Interest
and Redemption Fund, the Issuer shall deposit to the credit of the Interest and Redemption Fund at least
such amounts as are required for the payment of all principal of and interest on said Additional Bonds then
being issued, as the same come due; and that the aggregate amount to be accumulated and maintained in
the Reserve Fund shall be increased (if and to the extent necessary) to an amount not less than the average
annual principal and interest requirements of all Parity Bonds and Additional Bonds which will be
outstanding after the 1ssuance and delivery of the then proposed Additional Bonds; and that the required
additional amount shall be so accumulated by the deposit in the Reserve Fund of all or any part of said
required additional amount as a Reserve Fund Obligation or in cash immediately after the delivery of the
then proposed Additional Bonds, or, at the option of the Issuer, by the deposit of said required additional
amount (or any balance of said required additional amount not deposited in cash as permitted above) in five
approximately equal annual installments, made on or before the 1st day of February of each year following
the delivery of the then proposed Additional Bonds.

(c) All calculations of average annual principal and interest requirements made pursuant to this
Section shall be made as of and from the date of the Additional Bonds then proposed to be issued.

(d) The principal of all Additional Bonds must be scheduled to be paid or mature on February 1
of the years in which such principal is scheduled to be paid or mature; and all interest thereon must be
payable on February 1 and August 1, and such interest must be fixed at a predetermined rate or rates in the
authorizing bond proceedings; and for the purposes of this and all other Sections of this Resolution,
principal amounts of any Parity Bonds or Additional Bonds or portions thereof which are required to be
prepaid or redeemed on any date prior to scheduled due date or maturity pursuant to any mandatory
redemption requirements shall be deemed to be due and maturing amounts of principal on the date required
1o be prepaid or redeemed.

Section 19. FURTHER REQUIREMENTS FOR ADDITIONAL BONDS. Additional Bonds
shall be issued only in accordance with the provisions hereof, but notwithstanding any provisions hereof to
the contrary, no mstallment, series, or issue of Additional Bonds shall be issued or delivered unless the
President and the Secretary of the Board of Directors of the Issuer sign a written certificate to the effect
that the Issuer is not in default as to any covenant, condition, or obligation in connection with all outstanding
Parity Bonds and Additional Bonds, and the resolutions authorizing the same, that the Interest and
Redemption Fund and the Reserve Fund each contains the amount then required to be therein, and that either
(1) based on a report of an independent engineer or firm of engineers, the Pledged Revenues, in each fiscal
year thereafter, commencing with the third complete fiscal year following the date of such report, are
estimated to be at least equal to 1.25 times the average annual principal and interest requirements of all
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Parity Bonds and Additional Bonds to be outstanding after the delivery of the then proposed Additional
Bonds, or (2) based upon an opinion of legal counsel to the Issuer, there are Contracts then in effect
pursuant to which the Contracting Parties and others, if any, which are parties to such Contracts are
obligated to make payments to the Issuer during each fiscal year (including during periods when services
of the System may not be available to such Contracting Parties and others) in such amounts as shall be
necessary to provide to the Issuer Pledged Revenues sufficient to pay when due all principal of and interest
on all Parity Bonds and Additional Bonds to be outstanding after the issuance of the proposed Additional
Bonds, and to make the deposits into the Reserve Fund as required under this Resolution.

Section 20. GENERAL COVENANTS. The Issuer further covenants and agrees that:

(2) PERFORMANCE; BOND INSURERS RIGHTS. It will faithfully perform at all times any
and all covenants, undertakings, stipulations, and provisions contained in each resolution authorizing the
issuance of the Parity Bonds and any Additional Bonds, and in each and every Parity Bond and Additional
Bond; that it will promptly pay or cause to be paid the principal of and interest on every Parity Bond and
Addrtional Bond, on the dates and in the places and manner prescribed in such resolutions and Parity Bonds
or Additional Bonds, and that it will, at the times and in the manner prescribed, deposit or cause to be
deposited the amounts required to be deposited into the Interest and Redemption Fund and the Reserve Fund
and any holder of the Parity Bonds or Additional Bonds may require the Issuer, its Board of Directors, and
its officials and employees, to carry out, respect, or enforce the covenants and obligations of each resolution
authorizing the issuance of the Parity Bonds and Additional Bonds, by all legal and equitable means,
including specifically, but without limitation, the use and filing of mandamus proceedings, in any court of
competent jurisdiction, against the Issuer, its Board of Directors, and its officials and employees.

{b) ISSUER'S LEGAL AUTHORITY. It is a duly created and existing conservation and
reclamation district of the State of Texas pursuant to Article 16, Section 59, of the Texas Constitution, and
Chapter 518, Acts of the 54th Legislature, Regular Session, 1955, as amended, and 1s duly authorized under
the laws of the State of Texas to create and issue the Bonds; that all action on its part of the creation and
1ssuance of the Bonds has been duly and effectively taken, and that the Bonds in the hands of the owners
thereof are and will be valid and enforceable special obligations of the Issuer in accordance with their terms.

(c) TITLE. It has or will obtain lawful title to, or the lawful right to use and operate, the lands,
buildings, and facilities constituting the System and will use its best efforts to acquire and construct the
System as provided in the Contracts, that it warrants that it will defend the title to or lawful right to use and
operate, all of the aforesaid lands, buildings, and facilities, and every part thereof, for the benefit of the
owners of the Parity Bonds and Additional Bonds against the claims and demands of all persons
whomsoever, that it is lawfully qualified to pledge the Pledged Revenues to the payment of the Parity Bonds
and Addrtional Bonds in the manner prescribed herein, and has lawfully exercised such rights.

(d) LIENS. It will from time to time and before the same become delinquent pay and discharge
all taxes, assessments, and governmental charges, if any, which shall be lawfully imposed upon it, or the
System, that it will pay all lawful claims for rents, royalties, labor, materials, and supplies which if unpaid
might by law become a lien or charge thereon, the lien of which would be prior to or interfere with the liens
hereof, so that the priority of the liens granted hereunder shall be fully preserved in the manner provided
herem, and that it will not create or suffer to be created any mechanic's, laborer's, materialman's, or other
lien or charge which might or could be prior to the liens hereof, or do or suffer any matter or thing whereby
the liens hereof might or could be impaired; provided, however, that no such tax, assessment, or chargs, and
that no such claims which might be used as the basis of a mechanic's, laborer's, materialman's, or other lien
or charge, shall be required to be paid so long as the validity of the same shall be contested in good faith
by the Issuer.
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(¢) OPERATION OF SYSTEM. That while the Parity Bonds or any Additional Bonds are
outstanding and unpaid it will cause the System to be continuously and efficiently operated and maintained
in good condition, repair, and working order, and at a reasonable cost.

(f) FURTHER ENCUMBRANCE. That while the Parity Bonds or any Additional Bonds are
outstanding and unpaid the Issuer shall not additionally encumber the Pledged Revenues in any manner,
except as permitted hereby in connection with Additional Bonds, unless said encumbrance 1s made junior
and subordinate in all respects to the liens, pledges, covenants, and agreements hereof and any resolution
authorizing the issuance of Additional Bonds; but the right of the Issuer and the Board to issue revenue
bonds for any lawful purpose payable from a subordinate lien on the Pledged Revenues is specifically
recognized and retained.

(2) SALE OF PROPERTY . That while the Parity Bonds or any Additional Bonds, are outstanding
and unpaid, the Issuer will maintain its current legal corporate status as a conservation and reclamation
district, and the Issuer shall not sell, convey, mortgage, or in any manner transfer title to, or lease, or
otherwise dispose of the entire System, or any significant or substantial part thereof;, provided that whenever
the Issuer deems it necessary or advisable to dispose of any real or personal property, machinery, fixtures,
or equipment, it may sell or otherwise dispose of such property, machinery, fixtures, or equipment if the
Issuer determines that such property, machinery, fixtures, or equipment are not needed for System purposes,
or if the Issuer has made arrangements to replace the same or provide substitutes therefor.

(h) INSURANCE. (1)} That it will carry fire, casualty, public liability, and other insurance,
including self-insurance on the System for purposes and in amounts which ordinarily would be carried by
a privately owned utility company owning and operating such facilities, except that the Issuer shall not be
required to carry liability insurance except to insure itself against risk of loss due to claims for which it can,
in the opinion of the Issuer's legal counsel, be liable under the Texas Tort Claims Act or any similar law
or judicial decision. Such insurance will provide, to the extent feasible and practical, for the restoration of
damaged or destroyed properties and equipment to minimize the interruption of the services of such
facilitics. All such policies shall be open to the inspection of the owners of the Bonds and their
representatives and any Bond Insurer of record at all reasonable times.

(2) Upon the happening of any loss or damage covered by insurance from one or more of said
causes, the Issuer shall make due proof of loss and shall do all things necessary or desirable to cause the
insuring compantes to make payment m full directly to the Issuer. The proceeds of insurance covering such
property, together with any other funds necessary and available for such purpose, shall be used forthwith
by the Issuer for repairing the property damaged or replacing the property destroyed; provided, however,
that if said insurance proceeds and other funds are insufficient for such purpose, then said insurance
proceeds pertaining to the System shall be used promptly as follows:

{(a) for the redemption prior to maturity of the Parity Bonds and Additional Bonds, if any, ratably
in the proportion that the outstanding principal of each Series or 1ssue of Parity Bonds or Additional
Bonds bears to the total outstanding principal of all Parity Bonds and Additional Bonds; provided that
if on any such occasion the principal of any such Series or issue 1s not subject to redemption, it shall
not be regarded as outstanding in making the foregoing computation; or

(b) if none of the outstanding Parity Bonds or Additional Bonds 1s subject to redemption, then for
the purchase on the open market and retirement of said Parity Bonds and Additional Bonds, in the
same proportion as prescribed in the foregoing clause (2), fo the extent practicable; provided that the
purchase price for any such Parity Bond or Additional Bond shall not exceed the redemption price of
such Parity Bond or Additional Bond on the first date upon which it becomes subject to redemption;
or
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(c) to the extent that the foregoing clauses (a) and (b) cannot be complied with at the time, the
insurance proceeds, or the remainder thereof, shall be deposited in a special and separate trust fund,
at an official deposttory of the Issuer, to be designated the Insurance Account. The Insurance Account
shall be held until such time as the foregoing clauses (a) and/or (b) can be complied with, or until other
funds become available which, together with the Insurance Account, will be sufficient to make the
Tepairs or replacements originally required, whichever of said events occurs first.

(i) RATE COVENANT. It will fix, establish, maintain and collect such rentals, rates, charges,
and fess for the use and availability of the System as are necessary to produce Gross Revenues of the
System sufficient, together with any other Pledged Revenues, (a) to pay all Operation and Maintenance
Expenses of the System, and {(b) to make all payments and deposits required to be made into the Interest
and Redemption Fund and to maintain the Reserve Fund and the Contingency Fund, when and as required
by the resolutions authorizing all Parity Bonds and Additional Bonds.

(3 RECORDS. Proper books of records and account will be kept in which full, true, and correct
entries will be made of all dealings, activities, and transactions relating to the System, the Pledged
Revenues, and all Funds created pursuant to this Bond Resolution; and all books, documents, and vouchers
relating thereto shall at all reasonable times be made available for inspection upon request of the owner of
any Bond or any Bond Insurer of record.

(k) AUDITS. Each fiscal year while any of the Parity Bonds or Additional Bonds are outstanding,
an audit will be made of its books and accounts relating to the System and the Pledged Revenues by an
mdependent certified public accountant or an independent firm of certified public accountants. As soon as
practicable after the close of each fiscal year, and when said audit has been completed and made available
to the Issuer, a copy of such audit for the preceding fiscal year shall be matled to each Bond Insurer of
record, the Municipal Advisory Council of Texas, and to any owner of any Bond who shall so request in
writing. Such annual audit reports shall be open to the inspection of each Bond Insurer of record and the
awners of the Bonds and their agents and representatives at all reasonable times.

(I) GOVERNMENTAL AGENCIES. It will comply with all of the terms and conditions of any
and all franchises and permits applicable to the System granted by any governmental agency, and all
franchises, permits, and agreements applicable to the System and the Parity Bonds or Additional Bonds
entered mto between the Issuer and any governmental agency, and the Issuer will take all action necessary
to enforce said terms and conditions; and the Issuer will obtain and keep in full force and effect all
franchises, permits, and other requirements necessary with respect to the acquisition, construction,
operation, and maintenance of the System.

(m) CONTRACTS. It will comply with the terms and conditions of the Contracts and will cause
the Contracting Parties and others to comply with all of their obligations thereunder by all lawful means;
and that the Contracts will not be changed, rescinded, modified, or amended in any way which would have
a materially adverse effect on the operation and maintenance of the System by the Issuer or the rights of
owners of the Bonds.

(n) ANNUAL BUDGET. The Issuer shall prepare and adopt an Annual Budget for the System
for each fiscal year as required by the Contracts, and shall, promptly after its adoption, mail a copy thereof
to each Bond Insurer of record.

Section 21. AMENDMENT OF RESOLUTION. (a) The owners of Parity Bonds and Additional
Bonds aggregating a majority in principal amount of the aggregate principal amount of then outstanding
Parity Bonds and Additional Bonds (for purposes of this sentence only, 100% of the aggregate principal
amount of Parity Bonds or Additional Bonds which are insured by a bond insurance provider at the time
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that the Issuer seeks approval of an amendment shall be deemed to be owned by such bond insurance
provider) shall have the right from time to time to approve any amendment to any resolution authorizing
the 1ssuance of any Parity Bonds or Additional Bonds, which may be deemed necessary or desirable by the
Issuer, provided, however, that nothing herein contained shall permit or be construed to permit the
amendment of the terms and conditions in said resolutions or in the Parity Bonds or Additional Bonds so
as to:

(1) Make any change in the maturity of the outstanding Parity Bonds or Additional Bonds;

(2) Reduce the rate of interest borne by any of the outstanding Parity Bonds or Additional
Bonds;

(3) Reduce the amount of the principal payable on the outstanding Parity Bonds or
Additional Bonds;

(4) Modify the terms of payment of principal of or mterest on the outstanding Parity
Bonds or Additional Bonds, or impose any conditions with respect to such payment;

(5) Affect the rights of the owners of less than all of the Parity Bonds and Additional
Bonds then outstanding; or

(6) Change the minimum percentage of the principal amount of Parity Bonds and
Additional Bonds necessary for consent to such amendment,

(b) If at any time the Issuer shall desire to amend a resolution under this Section, the Issuer shall
cause notice of the proposed amendment to be published in a financial newspaper or journal published in
The City of New York, New York, once during each calendar week for at least two successive calendar
weeks. Such notice shall briefly set forth the nature of the proposed amendment and shall state that a copy
thereof is on file at the principal office of each Paying Agent/Registrar for the Parity Bonds and Additional
Bonds, for inspection by all owners of Parity Bonds and Additional Bonds. Such publication is not
required, however, if notice in writing is given to the owner of each of the Parity Bonds and Additional
Bonds.

(c) Whenever at any time not less than thirty days, and within one year, from the date of the first
publication of said notice or other service of written notice the Issuer shall receive an instrument or
mstruments executed by the owners of at least a majority in aggregate principal amount of all Parity Bonds
and Additional Bonds then outstanding, which instrument or instruments shall refer to the proposed
amendment described in said notice and which specifically consent to and approve such amendment in
substantially the form of the copy thereof on file as aforesaid, the Issuer may adopt the amendatory
resolution in substantially the same form,

(d) Upon the adoption of any amendatory resolution pursuant to the provisions of this Section, the
resoltution being amended shall be deemed to be amended in accordance with the amendatory resolution, and
the respective rights, duties, and obligations of the Issuer and all the owners of then outstanding Parity
Bonds and Additional Bonds and all future Additional Bonds shall thereafter be determined, exercised, and
enforced hereunder, subject in all respects to such amendment.

(e) Any consent given by the owner of a Parity Bond or Additional Bond pursuant to the provisions
of this Section shall be irrevocable for a period of six months from the date of the first publication of the
notice provided for in this Section, and shall be conclusive and binding upon such owner and all future
owners of the principal amount of such Parity Bond or Additional Bond and any bond issued in substitution
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and exchange therefor during such period. Such consent may be revoked at any time after six months from
the date of the first publication of such notice by the owner who gave such consent, or by a successor in
title, by filing notice thereof with the Paying Agent/Registrar for such Parity Bond or Additional Bond, and
the Issuer, but such revocation shall not be effective if the owner of a majority in aggregate principal
amount of then outstanding Parity Bonds and Additional Bonds as in this Section defined have, prior to the
attempted revocation, consented to and approved the amendment.

(f) For the purpose of this Section, all matters relating to the ownership of Parity Bonds and
Additional Bonds shall be determined from the Registration Books of the Issmer kept by the
Paying/Registrar for such Parity Bonds and Additional Bonds.

(g) Notwithstanding the foregoing provisions of this Section 21, if there has been filed with the
Paying Agent/Registrar a Bond Insurance Policy, or a certified copy thereof, with respect to any Parity
Bond or Additional Bond, no consent by the registered owner of such Parity Bond or Additional Bond to
the execution of any amendment or other modification of this Resolution shall be effective unless the Bond
Insurer consents in writing to the execution of such amendment or other modification. The Issuer further
covenants that it will furnish to each Bond Insurer of record a transcript of the pertinent proceedings
relating to each amendment or other modification of this Resolution.

Section 22. DEFEASANCE OF BONDS. (a) Any Bond and the interest thereon shall be deemed
1o be paid, retired, and no longer outstanding (a "Defeased Bond™) within the meaning of this Resolution,
except to the extent provided in subsection (d) of this Section, when payment of the principal of such Bond,
plus interest thereon to the due date (whether such due date be by reason of maturity or otherwise) either
(1) shall have been made or caused to be made in accordance with the terms thereof, or {i1) shall have been
provided for on or before such due date by irrevocably depositing with or making available to the Paying
Agent/Registrar in accordance with an escrow agreement or other instrument (the "Future Escrow
Agreement") for such payment (1) lawful money of the Unuted States of America sufficient to make such
payment or (2) Defeasance Securities that mature as to principal and interest in such amounts and at such
times as will insure the availability, without reinvestment, of sufficient money to provide for such payment,
and when proper arrangements have been made by the Issuer with the Paying Agent/Registrar for the
payment of its services unti] all Defeased Bonds shall have become due and payable. At such time as a
Bond shall be deemed to be a Defeased Bond hereunder, as aforesaid, such Bond and the interest thereon
shall no longer be secured by, payable from, or entitled to the benefits of, the Net Revenues as provided in
this Resolution, and such principal and interest shall be payable solely from such money or Defeasance
Securities. Notwithstanding any other provision of this Resolution to the contrary, it is hereby provided that
any determination not to redeem Defeased Bonds that is macde in conjunction with the payment arrangements
specified in subsection 22(a)(i) or (ii) shall not be irrevocable, provided that: (1) in the proceedings
providing for such payment arrangements, the Issuer expressly reserves the right to call the Defeased Bonds
for redemption; (2) gives notice of the reservation of that right to the owners of the Defeased Bonds
immediately following the making of the payment arrangements; and (3) directs that notice of the
reservation be included in any redemption notices that 1t authorizes.

(b) Any moneys so deposited with the Paying Agent/Registrar may at the written direction of the
Issuer also be invested in Defeasance Securities, maturing in the amounts and times as hereinbefore set
forth, and all income from such Defeasance Securities recetved by the Paying Agent/Registrar that is not
required for the payment of the Bonds and interest thereon, with respect to which such money has been so
deposited, shall be tumed over to the Issuer, or deposited as directed in writing by the Issuer. Any Future
Escrow Agreement pursuant to which the money and/or Defeasance Securities are held for the payment of
Defeased Bonds may contain provisions permitting the investment or reinvestment of such moneys in
Defeasance Securities or the substitution of other Defeasance Securities upon the satisfaction of the
requirements specified in subsection 22(a)(i) or (ii). All income from such Defeasance Securities received
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by the Paying Agent/Registrar which is not required for the payment of the Defeased Bonds, with respect
to which such money has been so deposited, shall be remitted to the Issuer or deposited as directed in
writing by the Issuer.

{c) The term "Defeasance Securities” means any securities and obligations now or hereafter
authorized by State law that are eligible to discharge obligations such as the Bonds.

(d) Until all Defeased Bonds shall have become due and payable, the Paying Agent/Registrar shall
perform the services of Paying Agent/Registrar for such Defeased Bonds the same as if they had not been
defeased, and the Issuer shall make proper arrangements to provide and pay for such services as required
by this Resolution.

{e) In the event that the Issuer elects to defease less than all of the principal amount of Bonds
of a maturity, the Paying Agent/Registrar shall select, or cause to be selected, such amount of Bonds by
such random method as it deems fair and appropriate.

Section 23. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED BONDS. (a)
Replacement Bonds. In the event any outstanding Bond is damaged, mutilated, lost, stolen, or destroyed,
the Paying Agent/Registrar shall cause to be printed, executed, and delivered, a new bond of the same
principal amount, maturity, and interest rate, as the damaged, mutilated, lost, stolen, or destroyed Bond,
in replacement for such Bond in the manner hereinafter provided.

(b} Application for Replacement Bonds. Application for replacement of damaged, mutilated, lost,
stolen, or destroyed Bonds shall be made by the registered owner thereof to the Paying Agent/Registrar.
In every case of loss, theft, or destruction of a Bond, the registered owner applying for a replacement bond
shall furnish to the Issuer and to the Paying Agent/Registrar such security or indemnity as may be required
by them to save each of them harmless from any loss or damage with respect thereto. Also, in every case
of loss, theft, or destruction of a Bond, the registered owner shall furnish to the Issuer and to the Paying
Agent/Registrar evidence to their satisfaction of the loss, theft, or destruction of such Bond, as the case may
be. In every case of damage or mutilation of a Bond, the registered owner shall surrender to the Paying
Agent/Registrar for cancellation the Bond so damaged or mutilated.

(¢) No Default Occurred. Notwithstanding the foregoing provisions of this Section, in the event
any such Bond shall have matured, and no default has occurred which is then continuing in the payment of
the principal of, redemption premium, if any, or interest on the Bond, the Issuer may authorize the payment
of the same (without surrender thereof except in the case of a damaged or mutilated Bond) instead of 1ssuing
a replacement Bond, provided security or indemnity is furnished as above provided in this Section.

(d) Charge for Issuing Replacement Bonds. Prior to the issuance of any replacement bond, the
Paying Agent/Registrar shall charge the registered owner of such Bond with all legal, printing, and other
expenses in connection therewith. Every replacement bond issued pursuant to the provisions of this Section
by virtue of the fact that any Bond is lost, stolen, or destroyed shall constitute a contractual obligation of
the Issuer whether or not the lost, stolen, or destroyed Bond shall be found at any time, or be enforceable
by anyone, and shall be entitled to all the benefits of this Resolution equally and proportionately with any
and all other Bonds duly issued under this Resolution,

(e) Authority for Issuing Replacement Bonds. In accordance with Subchapter B, Chapter 1206,
Texas Government Code, this Section shall constitute authority for the issuance of any such replacement
bond without necessity of further action by the governing body of the Issuer or any other body or person,
and the duty of the replacement of such bonds is hereby authorized and imposed upon the Paying
Agent/Registrar, and the Paying Agent/Repistrar shall authenticate and deliver such Bonds in the form and
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manner and with the effect, as provided in Section 3 for Bonds issued in conversion and exchange for other
Bonds.

Section 24. COVENANTS REGARDING TAX-EXEMPTION. The Issuer 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 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 Issuer
covenants as follows:

(a) totake any action to assure that no more than 10 percent of the proceeds of the Bonds
(less amounts deposited to a reserve fund, if any) are used for any "private business use," as
defined in section 141(b)(6) of the Code or, if more than 10 percent of the proceeds are so used,
that amounts, whether or not received by the Issuer, with respect to such private business use, do
not, under the terms of this Resolution or any underlying arrangement, directly or indirectly, secure
or provide for the payment of more than 10 percent of the debt service on the Bonds, in
contravention of section 141(b)(2) of the Code;

(b) to take any action to assure that in the event that the "private business use" described
in subsection (a) hereof exceeds 5 percent of the proceeds of the Bonds (less amounts deposited into
a reserve fund, if any) then the amount in excess of 5 percent is used for a "private business use"
which is "related" and not "disproportionate," within the meaning of section 141{b)(3) of the Code,
to the governmental use;

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

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

{e) to reframn from taking any action that would result in the Bonds being "federally
guaranteed” within the meaning of section 149(b) of the Code;

(f) to refrain from using any portion of the proceeds of the Bonds, directly or indirectly,
to acquire or to replace funds which were used, directly or indirectly, to acquire investment
property (as defined in section 148(b)(2) of the Code) which produces a materially higher yield over
the term of the Bonds, other than investment property acquired with -

(1) proceeds of the Bonds invested for a reasonable temporary period until such
proceeds are needed for the purpose for which the bonds are 1ssued,

(2) amounts invested in a bona fide debt service fund, within the meaning of
section 1.148-1(b) of the Treasury Regulations, and

(3) 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;

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

(h) to pay to the United States of America at least once during each five-year period
(beginning on the date of delivery of the Bonds) an amount that is at least equal to 90 percent of
the "Excess Earnings," within the meaning of section 148(f) of the Code and to pay to the United
States of America, not later than 60 days after the Bonds have been paid in full, 100 percent of the
amount then required to be paid as a result of Excess Eamnings under section 148(f) of the Code;
and

In order to facilitate compliance with the above covenant (h), a "Rebate Fund” is hereby established
by the Issuer 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 compliance with section 148 of the Code.

The Issuer understands that the term "proceeds” includes "disposition proceeds” as defined m the
Treasury Regulations and, in the case of refunding bonds, transferred proceeds (if any) and proceeds of the
refunded bonds expended prior to the date of issuance of the Bonds. It is the understanding of the Issuer
that the covenants contained herein are intended to assure compliance with the Code and any regulations
or rulings promulgated by the U.S. Department of the Treasury pursuant thereto. In the event that
regulations or rulings are hercafter promulgated which modify or expand provisions of the Code, as
applicable to the Bonds, the Issuer will not be required to comply with any covenant contained herein fo the
extent that such modification or expansion, in the opinion of nationally recognized bond counsel, will not
" adversely affect the exemption from federal income taxation of interest on the Bonds under section 103 of
the Code. In the event that regulations or rulings are hereafier promulgated which impose additional
requirements which are applicable to the Bonds, the Issuer 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 Issuer hereby authorizes and directs the General Manager of the Issuer
to execute any documents, certificates or reports required by the Code and to make such elections, on behalf
of the Issuer, which may be permitted by the Code as are consistent with the purpose for the issuance of
the Bonds. This Resolutionas intended to satisfy the official intent requirements set forth in section 1,150-2
of the Treasury Regulations.

Section 25. ALLOCATION OF, AND LIMITATION ON, EXPENDITURES FOR THE
PROJECT. The Issuer covenants to account for the expenditure of sale proceeds and investment earnings
to be used for the purposes described in Section 1 of this Resolution (the "Project") on its books and records
in accordance with the requirements of the Internal Revenue Code. The Issuer recognizes that in order for
the proceeds to be considered used for the reimbursement of costs, the proceeds must be allocated to
expenditures within 18 months of the later of the date that (1) the expenditure 1s 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 Issuer recognizes that in order for proceeds to be expended under the
Internal Revenue Code, the sale proceeds or investment earnings must be expended no more than 60 days
after the earlier of (1) the fifth anniversary of the delivery of the Bonds, or (2) the date the Bonds are retired.
The Issuer 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 issuer shall not be obligated to comply with this covenant if it
obtains an opinion that such failure to comply will not adversely affect the excludability for federal income
tax purposes from gross income of the interest.
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Section 26. DISPOSITION OF PROJECT. The Issuer covenants that the property constituting
the project will not be sold or otherwise disposed in a transaction resulting in the receipt by the Issuer of
cash or other compensation, unless the Issuer obtamns an opinion of nationally-recognized bond counsel that
such sale or other disposition will not adversely affect the tax-exempt status of the Bonds. For purposes
of the foregoing, the portion of the property comprising personal property and disposed in the ordinary
course shall not be treated as a transaction resulting in the receipt of cash or other compensation. For
purposes hereof, the Issuer shall not be obligated to comply with this covenant if it obtains an opinion that
such failure to comply will not adversely affect the excludability for federal income tax purposes from gross
income of the interest.

Section 27. INTEREST EARNINGS ON BOND PROCEEDS. Interest earnings derived from the
investment of proceeds from the sale of the Bonds shall be used along with other bond proceeds for the
purpose for which the Bonds are issued set forth in Section I hereof, provided that after completion of such
purpose, if any of such interest earnings remain on hand, such interest earnings shall by deposited in the
Interest and Redemption Fund.

Section 28. CONSTRUCTION FUND. The Issuer hereby creates and establishes and shall
maintain on the books of the Issuer a separate fund to be entitled the "Series 2011 Red Oak Creek System
Construction Fund" for use by the Issuer for payment of all lawful costs associated with the acquisition and
construction of the Project as hereinbefore provided. The Issuer shall deposit the net proceeds from the sale
of the Bonds into said Fund. Upon payment of all such costs, any moneys remaining on deposit in said
Fund shall be transferred to the Interest and Redemption Fund. To the extent deemed necessary or
advisable by the Authorized Officer, moneys may be transferred from the Construction Fund into the
Reserve Fund to meet a deficiency therein.

Section 29. CUSTODY, APPROVAL, BOND COUNSEL'S OPINION, CUSIP NUMBERS
AND INSURANCE. The President of the Board of Directors and the General Manager of the Issuer are
hereby authorized to have control of the Bonds issued hereunder and all necessary records and proceedings
pertaining to the Bonds pending their delivery and the approval of the Bonds by the Attomey General of the
State of Texas. The Comptroller of Public Accounts is requested to cause the Bonds to be registered in
accordance with law. The approving legal opinion of the Issuer's Bond Counsel and the assigned CUSIP
numbers may, at the option of the Issuer, be printed on the Bonds or on any Bonds issued and delivered in
conversion of and exchange or replacement of any Bond, but neither shall have any legal effect, and shall
be solely for the convenience and information of the registered owners of the Bonds. If insurance is
obtained on any of the Bonds, the Bonds shall bear, as appropriate and applicable, a legend concerning
msurance as provided by the Insurer.

Section 30. FURTHER PROCEDURES. The President, Vice President and Secretary of the Board
of Directors of the Issuer, the General Manager (as the "Authorized Officer” of the Issuer) and all other
officers, employees and agents of the Issuer, and each of them, shall be and they are hereby expressly
authorized, empowered and directed from time to time and at any time to do and perform all such acts and
things and to execute, acknowledge and deliver in the name and under the corporate seal and on behalf of
the Issuer a Letter of Representation with DTC regarding the Book-Entry Only System, the Paying
Agent/Registrar Agreement with the Paying Agent/Registrar and all other instruments, whether or not herein
mentioned, as may be necessary or desirable in order to carry out the terms and provisions of this
Resolution, the Letter of Representation, the Bonds, the sale of the Bonds and the Official Statement.
Notwithstanding anything to the contrary contained herein, while the Bonds are subject to DTC's Book-
Entry Only System and to the extent permitted by law, the Letter of Representation is hereby incorporated
herein and its provisions shall prevail over any other provisions of this Resolution in the event of conflict.
In case any officer whose signature shall appear on any Bond shall cease to be such officer before the
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delivery of such Bond, such signature shall nevertheless be valid and sufficient for all purposes the same
as if such officer had remained in office until such delivery.

Section 31. CONTINUING DISCLOSURE OF INFORMATION. (a) As used in this Section,
the following terms have the meanings ascribed to such terms below:

"MSRB" means the Municipal Securities Rulemaking Board.
"Rule" means SEC Rule 15¢2-12, as amended from time to time.
"SEC" means the United States Securities and Exchange Commission.
(b) Pursuant to a Continuing Disclosure Agreement by and between the Issuer and the Contracting
Parties, the Issuer and the Contracting Parties have undertaken for the benefit of the beneficial owners of
the Bonds, to the extent set forth therein, to provide continuing disclosure of financial information and

operating data with respect to the Contracting Parties in accordance with the Rule as promulgated by the
SEC.

(¢) The Issuer shall notify the MSRB, i a timely manner not in excess of ten business days after
the occurrence of the event, of any of the following events with respect to the Bonds:

I Principal and interest payment delinquencies;

2 Non-payment related defaults, if material,

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

4, Unscheduled draws on credit enhancements reflecting financial difficulties;

5. Substitution of credit or liquidity providers, or their failure to perform;

6. Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
detenminations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other
material notices or determinations with respect to the tax status of the Bonds, or other
material events affecting the tax status of the Bonds:

7. Modifications to rights of holders of the Bonds, if material;

8. Bond calls, if material, and tender offers,

9, Defeasances;

10. Release, substitution, or sale of property securing repayment of the Bonds, if material;

11. Rating changes;

12. Bankruptcy, insolvency, receivership or similar event of the Issuer;

13, The consummation of a merger, consolidation, or acquisition involving the Issuer or the

sale of all or substantially all of the assets of the Issuer, other than in the ordinary course
of business, the entry into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to
its terms, if matenal; and

14, Appointment of a successor Paying Agent/Registrar or change in the name of the Paying
Agent/Registrar, if material.

(d) The Issuer additionally covenants, for the benefit of the beneficial owners of the Bonds, and
for the beneficial owners of Texas Water Development Board bonds, to request and use its best efforts to
obtain the financial information and operating data from the Contracting Parties of the type to be included
in Appendix B of any official statements of the Issuer relating to "Bonds” (as defined in the Continuing
Disclosure Agreements), and to file, or cause to be filed, such financial information and operating data in
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the manner required by the Rule as if the Bonds had been initially sold pursuant to an "Offering” as defined
in the Rule.

Section 32. TEXAS WATER DEVELOPMENT BOARD PROVISIONS. (a) Final Accounting.
The Issuer shall render a final accounting to the TWDB in reference to the total cost incurred by the Issuer
for improvements and extensions to the System, together with a copy of "as built" plans of the project upon
completion.

(b) Surplus Bond Proceeds. The Issuer shall use any surplus proceeds from the Bonds remaining
after completion of the improvements, to ratably redeem, in inverse order of maturity, the Bonds owned by
the TWDB.

(¢) Annual Reports. Annual audits of the Issuer shall be delivered to the TWDB as long as the
State of Texas owns any of the Bonds.

(d) Compliance with the TWDB's Rules and Regulations, The Issuer covenants to comply with
the rules and regulations of the TWDB, and to maintain insurance on the Issuer's System in an amount
sufficient to protect the interests of the TWDB in the project. The Issuer (i) covenants to maintain rates
and charges to the Contracting Parties sufficient to meet the debt service requirements on the Bonds and
outstanding Parity Bonds and (ii) has required in existing Contracts and will require in any future Contract
with any additional Contracting Party that such additional Contracting Party maintain rates and charges
for its water and sewer system sufficient to pay the additional Contracting Party's obligations secured by
and made payable from the revenues derived from the operation of its water and sewer system.

(e) Escrow Agreement. The Authorized Officer shall approve, execute and deliver an appropriate
escrow agreement with a qualified and properly chartered trust institution. Proceeds of the Bonds required
to be deposited under an escrow agreement shall be disposed of and released in accordance with TWDB
Rules Relating to Financial Programs or as otherwise authorized and directed by the TWDB.

(f) Environmental Indemnification. The Issuer agrees to indemnify, hold harmless and protect the
TWDB from any and all claims, causes of action or damages to the person or property of third parties
arising from the sampling, analysis, transport and/or removal and disposition of any contaminated sewage
sludge, contaminated sediments and/or contaminated media that may be generated by the Issuer, its
contractors, consultants, agents, officials and employees as a result of activities relating to the project to
the extent permitted by law.

(g) Special Covenants, Until the Bonds have been redeemed, paid or defeased, the Issuer will (i)
implement any water conservation program required by the Board of the TWDB, (ii) comply with any
special conditions specified by the Board of the TWDB in an environmental determination, (iii) mantain
current, accurate and complete records and accounts necessary to demonstrate compliance with generally
accepted government accounting standards and other financial assistance related legal and contractual
provisions, (iv) immediately upon closing and delivery of the Bonds, the Issuer shall pay to the TWDB a
1.85% origination charge with respect to the Bonds calculated pursuant to the rules of the TWDB and (v)
all laborers and mechanics employed by contractors and subcontractors for projects for which Bond
proceeds will be used shall be paid wages at rates not less than those prevailing on projects of a similar
character in the locality in accordance with the Davis-Bacon Act, and the U.S. Department of Labor's
implementing regulations, and all project related contracts will mandate compliance with said Act.

(h) Collateral Requirements. The Issuer agrees that all uninvested and uninsured funds held
pursuant to this Resolution shall be managed and collateralized as required by the Public Funds Collateral
Act, Chapter 2257, Texas Government Code, as amended.
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(1) Surety Bond. Notwithstanding the provisions of Section 14 of this Resolution, should the Issuer
seck to exercise its option to substitute a reserve fund obligation described in Section 14 of this Resolution
in the future in lieu of a cash reserve, it must notify the Executive Administrator first and obtain his/her
written consent prior to any such action.

Section 33. SECURITY INTEREST. Chapter 1208, Government Code, applies to the issuance
of the Bonds and the pledge of the Pledged Revenues granted by the Issuer under Section 6 of this
Resolution, and is therefore valid, effective, and perfected. If Texas law is amended at any time while the
Bonds are outstanding and unpaid such that the pledge of the Pledged Revenues granted by the Issuer under
Section 6 of this Resolution is to be subject to the filing requirements of Chapter 9, Business & Commerce
Code, then in order to preserve to the registered owners of the Bonds the perfection of the security interest
in said pledge, the Issuer agrees to take such measures as it determines are reasonable and necessary under
Texas law to comply with the applicable provisions of Chapter 9, Business & Commerce Code and enable
a filing to perfect the security interest in said pledge to occur.

Section 34. EXPIRATION OF AUTHORIZATION. The authority of the Authorized Officer to
sell the Bonds as described in Section 2(b) of this Resolution shall expire on the one-year anniversary date
of the adoption of this Resolution by the Board.

Section 35. REPEAL OF CONFLICTING RESOLUTIONS. All resolutions and all parts of any
resolutions which are in conflict or inconsistent with this Resotution are hereby repealed and shall be of no
further force or effect to the extent of such conflict or inconsistency.
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CERTIFICATE OF GENERAL MANAGER

1, the undersigned General Manager of the Trinity River Authority of Texas (the "Issuer"), acting
pursuant to the authority granted to me by resolution of the Board of Directors of the Issuer adopted on August
24,2011 (the "Resolution") relating to the issuance of Trinity River Authority of Texas Red Oak Creek System
Revenue Bonds, Series 2011 (the "Bonds") hereby find, determine and commit on behalf of the Issuer to sell
and deliver the Bonds to the Texas Water Development Board ("TWDB") on the following terms:

1. The Bonds are hereby sold and shall be delivered to, and shall be initially registered in the name
of, the TEXAS WATER DEVELOPMENT BOARD, for cash at a price of par less an origination fee paid
to the TWDB of $212,700.00.

2. The principal amount of the Bonds shall be $11,710,000.

3. The Bonds shall be dated September 15, 2011, shall be numbered from R-1 upwards and shall
mature and bear interest from their date of delivery to TWDB (i.e., the Date of Issuance) as follows:

MATURITY DATE PRINCIPAL INTEREST
(February 1) AMOUNT($) RATE(%)
2015 95,000 0.300
2016 515,000 0.550
2017 525,000 0.850
2018 545,000 1.200
2019 560,000 1.450
2020 570,000 1.700
2021 600,000 1.950
2022 615,000 2.100
2023 640,000 2.300
2024 670,000 2.450
2025 700,000 2.600
2026 740,000 2.700
2027 775,000 2.800
2028 815,000 2.950
2029 855,000 3.050
2030 900,000 3.150
2031 950,000 3.200
2032 515,000 3.250
2033 125,000 3.350

4. Interest on the Bonds shall be payable February 1 and August 1 of each year, commencing
February 1, 2012,

5. The Bonds scheduled to mature on and after February 1, 2023, shall be redeemable prior to their
scheduled maturities, in whole or in part, and, if in part, in inverse order of maturity, at the option of the Issuer,
on February 1, 2022 or on any date thereafter, for the principal amount thereof plus accrued interest to the date
fixed for redemption, and without premium.



6. The Issuer will maintain rates and charges to the "Contracting Parties” (as defined in the
Resolution) in amounts sufficient to meet the debt service requirements on the Bonds and other obligations of
the Issuer that are supported by the contract payments of the Contracting Parties. The Issuer will, upon request
by the Executive Administrator of the TWDB, submit annual audits of Contracting Parties for the Executive
Administrator's review.

7. Immediately upon closing and delivery of the Bonds, the Issuer shall pay to the TWDB a 1.85%
origination charge with respect to the Bonds calculated pursuant to the rules of the TWDB.

8. The Issuer will not discontinue the use of DTC without giving prior written notice to TWDB.

9. The Issuer hereby creates and establishes and shall maintain on the books of the Issuer a separate
fund to be entitled the "Series 2011 Red Oak Creek System Construction Fund" for use by the Issuer for
payment of all lawful costs associated with the acquisition and construction of the Project as hereinbefore
provided. Upon payment of all such costs, any moneys remaining on deposit in said Fund shall be transferred
to the Interest and Redemption Fund, Amounts so deposited to the Interest and Redemption Fund shall be used
in the manner described in Section 32(a) of the Resolution.

10. The Bonds shall be substantially in the form attached hereto as Exhibit A.

11. Proceeds from the sale of the Bonds shall come from and be used and deposited as follows:

Sources of Funds: Total ($)
Principal Amount of Bonds 11,710,000.00
TOTAL SOURCES 11,710,000.00
Uses of Funds:

TWDB origination fee 212,700.00
Costs of [ssuance 259,000.00
Construction Fund 10,323,921.27
Capitalized interest 643,309.51
Reserve Fund 271,069.22

TOTAL USES 11,710,000.00



Witness my hand this )4%45#4(/25; Q01

TRINITY RIVER AUTHORITY OF TEXAS

ALy
J. Ke¢in Ward

General Manager




EXHIBIT A

NO. R- PRINCIPAL
AMOUNT
$
UNITED STATES OF AMERICA
STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS
RED OAK CREEK SYSTEM REVENUE BONDS

SERIES 2011
INTEREST RATE DATE OF ISSUANCE MATURITY DATE CUSIP NO.
October 6, 2011
REGISTERED OWNER:
PRINCIPAL AMOUNT: DOLLARS

ON THE MATURITY DATE specified above, the TRINITY RIVER AUTHORITY OF TEXAS (the
"Issuer"), being a governmental agency, and body corporate and politic of the State of Texas, hereby promises
to pay to the Registered Owner set forth above, or registered assigns (hereinafter called the "registered owner")
the principal amount set forth above, and to pay interest thereon from the Date of Issuance as set forth above,
on February 1, 2012 and semiannually thereafter on each August 1 and February 1 to the maturity date
specified above, or the date of redemption prior to maturity, at the interest rate per annum specified above,
calculated on the basis of a 360-day year composed of twelve 30-day months; except that if this Bond is
required to be authenticated and the date of its authentication is later than the first Record Date (hereinafter
defined), such principal amount shall bear interest from the interest payment date next preceding the date of
authentication, unless such date of authentication is after any Record Date but on or before the next following
interest payment date, in which case such principal amount shall bear interest from such next following interest
payment date; provided, however, that if on the date of authentication hereof the interest on the Bond or Bonds,
if any, for which this Bond is being exchanged or converted from is due but has not been paid, then this Bond
shall bear interest from the date to which such interest has been paid in full.

THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money of the United
States of America, without exchange or collection charges. The principal of this Bond shall be paid to the
registered owner hereof upon presentation and surrender of this Bond at maturity or upon the date fixed for its
redemption prior to maturity, at the principal corporate trust office of The Bank of New York Mellon Trust
Company, National Association, Dallas, Texas, which is the "Paying Agent/Registrar” for this Bond. The
payment of interest on this Bond shall be made by the Paying Agent/Registrar to the registered owner hereof
on each interest payment date by check or draft, dated as of such interest payment date, drawn by the Paying
Agent/Registrar on, and payable solely from, funds of the Issuer required by the Resolution authorizing the
issuance of this Bond (the "Bond Resolution") to be on deposit with the Paying Agent/Registrar for such
purpose as hereinafier provided; and such check or draft shall be sent by the Paying Agent/Registrar by United
States mail, first-class postage prepaid, on each such interest payment date, to the registered owner hereof, at
its address as it appeared on the fifteenth calendar day of the month next preceding each such date (the "Record
Date") on the Registration Books kept by the Paying Agent/Registrar, as hereinafter described; provided,



however, that for so long as the Texas Water Development Board ("TWDB") is the registered owner of the
Bonds, all payments of principal and interest will be made in wire transfer form at no cost to the TWDB. In
addition, interest may be paid by such other method, acceptable to the Paying Agent/Registrar, requested by,
and at the nisk and expense of, the registered owner. In the event of a non-payment of mmterest on a scheduled
payment date, and for 30 days thereafter, a new record date for such interest payment (a "Special Record
Date") will be established by the Paying Agent/Registrar, if and when funds for the payment. of such interest
have been received from the Issuer. Notice of the Special Record Date and of the scheduled payment date of
the past due interest (which shall be 15 days after the Special Record Date) shall be sent at least five business
days prior to the Special Record Date by United States mail, first-class postage prepaid, to the address of each
owner of a Bond appearing on the Registration Books at the close of business on the last business day next
preceding the date of mailing of such notice.

ANY ACCRUED INTEREST due at maturity or upon the redemption of this Bond prior to maturity
as provided herein shall be paid to the registered owner upon presentation and surrender of this Bond for
redemption and payment at the principal corporate trust office of the Paying Agent/Registrar. The Issuer
covenants with the registered owner of this Bond that on or before each principal payment date, interest
payment date, and accrued interest payment date for this Bond it will make available to the Paying
Agent/Registrar, from the "Interest and Redemption Fund" created by the Bond Resolution, the amounts
required to provide for the payment, in immediately available funds, of all principal of and interest on the
Bonds, when due.

IF THE DATE for the payment of the principal of or interest on this Bond shall be a Saturday,
Sunday, a legal holiday, or a day on which banking institutions in the city where the principal corporate trust
office of the Paying Agent/Registrar is located are authorized by law or executive order to close, then the date
for such payment shall be the next succeeding day which is not such a Saturday, Sunday, legal holiday, or day
on which banking institutions are authorized to close; and payment on such date shall have the same force and
effect as if made on the original date payment was due.

THIS BOND is one of a Series of Bonds dated September 15, 2011, authorized in accordance with
the Constitution and laws of the State of Texas in the principal amount of $11,710,000, IN ORDER TO
OBTAIN FUNDS TO PAY THE COSTS OF THE ACQUISITION AND CONSTRUCTION OF
IMPROVEMENTS AND EXTENSIONS TO THE TRINITY RIVER AUTHORITY OF TEXAS RED OAK
CREEK REGIONAL WASTEWATER SYSTEM,

ON FEBRUARY 1, 2022, or on any date thereafter, the Bonds of this Series may be redeemed prior
to their scheduled maturities, in inverse order of maturity, at the option of the Issuer, with funds derived from
any available and lawful source, as a whole, or in part, and, if in part, the particular Bonds to be redeemed shall
be selected and designated by the Issuer, at the redemption price of the principal amount, plus accrued interest
to the date fixed for redemption.

AT LEAST 30 days prior to the date fixed for any redemption of Bonds or portions thereof prior to
maturity a written notice of such redemption shall be sent by the Paying Agent/Registrar by United States mail,
first-class postage prepaid, to the registered owner of each Bond to be redeemed at its address as it appeared
on the registration books of the Paying Agent/Registrar at the close of business on the business day next
preceding the date of mailing such notice of redemption and to major securities depositories, national bond
rating agencies and bond information services; provided, however, that the failure of the registered owner to
receive such notice, or any defect therein or in the sending or mailing thereof, shall not affect the validity or
effectiveness of the proceedings for the redemption of any Bond. By the date fixed for any such redemption,
due provision shall be made with the Paying Agent/Registrar for the payment of the required redemption price



for the Bonds or portions thereof which are to be so redeemed. If such written notice of redemption is sent and
if due provision for such payment is made, all as provided above, the Bonds or portions thereof which are to
be so redeemed thereby automatically shall be treated as redeemed prior to their scheduled maturities, and they
shall not bear interest after the date fixed for redemption, and they shall not be regarded as being outstanding
except for the right of the registered owner to receive the redemption price from the Paying Agent/Registrar
out of the funds provided for such payment. If a portion of any Bond shall be redeemed a substitute Bond or
Bonds having the same maturity date, bearing interest at the same rate, in any denomination or denominations
in any integral multiple of $5,000, at the written request of the registered owner, and in aggregate amount equal
to the unredeemed portion thereof, will be issued to the registered owner upon the surrender thereof for
cancellation, at the expense of the Issuer, all as provided in the Bond Resolution.

IF AT THE TIME OF MAILING of notice of optional redemption there shall not have either been
deposited with the Paying Agent/Registrar or legally authorized escrow agent immediately available funds
sufficient to redeem all the Bonds called for redemption, such notice must state that it is conditional, and is
subject to the deposit of the redemption moneys with the Paying Agent/Registrar or legally authorized escrow
agent at or prior to the redemption date, and such notice shall be of no effect unless such moneys are so
deposited on or prior to the redemption date. If such redemption is not effectuated, the Paying Agent/Registrar
shall, within 5 days thereafter, give notice in the manner in which the notice of redemption was given that such
moneys were not so received and shall rescind the redemption.

ALL BONDS OF THIS SERIES are issuable solely as fully registered Bonds, without interest
coupons, in the denomination of any integral multiple of $5,000. As provided in the Bond Resolution, this
Bond, or any unredeemed portion hereof, may, at the request of the registered owner or the assignee or
assignees hereof, be assigned, transferred, converted into and exchanged for a like aggregate principal amount
of fully registered Bonds, without interest coupons, payable to the appropriate registered owner, assignee or
assignees, as the case may be, having the same denomination or denominations in any integral multiple of
$5,000 as requested in writing by the appropriate registered owner, assignee or assignees, as the case may be,
upon surrender of this Bond to the Paying Agent/Registrar for cancellation, all in accordance with the form and
procedures set forth in the Bond Resolution. Among other requirements for such assignment and transfer, this
Bond must be presented and surrendered to the Paying Agent/Registrar, together with proper instruments of
assignment, in form and with guarantee of signatures satisfactory to the Paying Agent/Registrar, evidencing
assignment of this Bond or any portion or portions hereof in any integral multiple of $5,000 to the assignee or
assignees in whose name or names this Bond or any such portion or portions hereof is or are to be registered.
The form of Assignment printed or endorsed on this Bond may be executed by the registered owner to evidence
the assignment hereof, but such method is not exclusive, and other instruments of assignment satisfactory to
the Paying Agent/Registrar may be used to evidence the assignment of this Bond or any portion or portions
hereof from time to time by the registered owner. The Paying Agent/Registrar's reasonable standard or
customary fees and charges for assigning, transferring, converting and exchanging any Bond or portion thereof
will be paid by the Issuer. In any circumstance, any taxes or governmental charges required to be paid with
respect thereto shall be paid by the one requesting such assignment, transfer, conversion or exchange, as a
condition precedent to the exercise of such privilege. The Paying Agent/Registrar shall not be required to make
any such transfer, conversion or exchange (1) during the pericd commencing with the close of business on any
Record Date and ending with the opening of business on the next following principal or interest payment date,
or, (11) with respect to any Bond or any portion thereof called for redemption prior to maturity, within 45 days
prior to its redemption date.

IN THE EVENT any Paying Agent/Registrar for the Bonds is changed by the Issuer, resigns or
otherwise ceases to act as such, the [ssuer has covenanted in the Bond Resolution that it promptly will appoint



a competent and legally qualified substitute therefor, and cause written notice thereof to be mailed to the
registered owners of the Bonds.

IT IS HEREBY certified, recited, and covenanted that this Bond has been duly and validly authorized,
issued, sold, and delivered; that all acts, conditions, and things required or proper to be performed, exist, and
be done precedent to or in the authorization, issuance, and delivery of this Bond have been performed, existed,
and been done in accordance with law; that this Bond is a special obligation of the Issuer which, together with
other outstanding parity bonds, is secured by and payable from a first lien on and pledge of the "Pledged
Revenues”, as defined in the Bond Resolution, which include the "Net Revenues of the Red Oak Creek System”,
as defined in the Bond Resolution, and include payments and amounts received by the Issuer pursuant to the
"Trinity River Authority of Texas-Red Oak Creek Regional Wastewater System Contract” dated as of June
1, 1986, among the Issuer and the Cities of Cedar Hill, De Soto, Glenn Heights, Lancaster, Ovilla, and Red
Oak, Texas.

THE ISSUER has reserved the right, subject to the restriction stated in the Bond Resolution, to issue
Additional Bonds payable from and secured by a first lien on and pledge of the "Pledged Revenues” on a parity
with this Bond and series of which it is a part.

THE ISSUER also has reserved the right to amend the Bond Resolution with the approval of the
registered owners of a majority in principal amount of all outstanding bonds secured by and payable from a
first lien on and pledge of the "Pledged Revenues".

THE REGISTERED OWNER hereof shall never have the right to demand payment of this Bond or
the interest hereon from taxes or from any source whatsoever other than specified in the Bond Resolution.

BY BECOMING the registered owner of this Bond, the registered owner thereby acknowledges all of
the terms and provisions of the Bond Resolution, agrees to be bound by such terms and provisions,
acknowledges that the Bond Resolution is duly recorded and available for inspection in the official minutes and
records of the governing body of the Issuer, and agrees that the terms and provisions of this Bond and the Bond
Resolution constitute a contract between each registered owner hereof and the Issuer.

IN WITNESS WHEREQF, the Issuer has caused this Bond to be signed with the manual or facsimile
signature of the President of the Board of Directors of the Issuer and countersigned with the manual or
facsimile signature of the Secretary of the Board of Directors of the Issuer, and has caused the official seal of
the Issuer to be duly impressed, or placed in facsimile, on this Bond.

Secretary, Board of Directors President, Board of Directors
Trinity River Authority of Texas Trinity River Authortty of Texas
(SEAL)

FORM OF

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE
(To be executed 1if this Bond is not accompanied by an
exceuted Registration Certificate of the Comptroller
of Public Accounts of the State of Texas)



It 1s hereby certified that this Bond has been issued under the provisions of the Bond Resolution
described in the text of this Bond; and that this Bond has been issued in conversion or replacement of, or in
exchange for, a bond, bonds, or a portion of a bond or bonds of a Series which originally was approved by the
Attorney General of the State of Texas and registered by the Comptroller of Public Accounts of the State of
Texas.

Dated THE BANK OF NEW YORK MELLON TRUST COMPANY,
NATIONAL ASSOCIATION
Paying Agent/Registrar

By

Authorized Representative

FORM OF ASSIGNMENT

ASSIGNMENT

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

Please insert Social Security or Taxpayer
Identification Number of Transferee

(Please print or typewrite name and address,
including zip code of Transferee)

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

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed by an NOTICE: The signature above must correspond
eligible guarantor institution participating in 2 with the name of the registered owner as it appears
securities transfer association recognized signature upon the front of this Bond in every particular,
guaramiee program. without alteration or enlargement or any change

whatsoever.



FORM OF REGISTRATION CERTIFICATE OF
THE COMPTROLLER OF PUBLIC ACCOUNTS:

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

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

Witness my signature and seal this

Comptroller of Public Accounts
of the State of Texas

(COMPTROLLER'S SEAL)
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GENERAL CERTIFICATE

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

We, the undersigned, hereby officially certify that we are the President and Secretary,
respectively, of the Board of Directors and the General Manager of the Trinity River Authority of Texas
(the "Authority™), and we further certify as follows:

1. That this certificate is executed for the benefit of the Attorney General of the State of Texas
and the prospective owners of the proposed Trinity River Authority of Texas Red Qak Creck System
Revenue Bonds, Series 2011, dated September 15, 2011, authorized by Resolution No, R-1332, adopted
on August 24, 2011, by the Board of Directors of the Authority (the "Bond Resolution")(the "Bonds").

2. That Trinity River Authority of Texas is a conservation and reclamation district and
political subdivision of the State of Texas, created pursuant to Chapter 518, Acts of the Regular
Session of the 54th Legislature, 1955, as amended (the *Authority Act"), pursuant to Article 16, Section
39 of the Texas Constitution.

3. That, other than for the payment of the Trinity River Authority of Texas Red Oak Creek
System Revenue Refunding Bonds, Series 2003, the Trinity River Authority of Texas Red Qak Creek
System Revenue Bonds, Series 2006, the Trinity River Authority of Texas Red Oak Creek System
Revenue Bonds, Series 2008 and Trinity River Authority of Texas Red Qak Creek System Revenue
Bonds, Series 2009 (the "Outstanding Bonds") and the Bonds, the "Pledged Revenues", as defined in the
Bond Resolution, are not in any manner pledged to the payment of any debt or obligation.

4. That no litigation of any nature has ever been filed pertaining to, affecting, or contesting: (a)
the issuance, delivery, payment, security, or validity of the Bonds, (b) the validity of the Trinity River
Authority of Texas - Red Oak Creek Regional Wastewater System Contract, dated as of June 1, 1986,
which has been duly executed between the Authority and the Cities of Cedar Hill, DeSoto, Glenn
Heights, Lancaster, Ovilla, and Red Oak, Texas (the "Contract"), (c) the title of the present members
and officers of the Board of Directors of the Authority to their respective offices, or (d) the organization
or corporate existence of the Authority or the boundaries thereof.

5. That the Contract (a copy of which is attached hereto as Exhibit A) is in full force and
effect, and has never been revoked, rescinded, or amended, and no default exists in connection therewith.

6. That the Authority is not in default as to anjz covenant, condition, or obligation in connection
with the Outstanding Bonds, and the resolution authorizing the same, and the Interest and Redemption
Fund and the Reserve Fund each contains the amount now required to be on deposit therein,

7. That, based upon an opinion of legal counsel to the Authority, the Contract now in effect,
pursuant to which the Contracting Parties, as defined in the Contract, are obligated to make payments to
the Authority during each fiscal year (including during periods when services of the System may not be
available to such Contracting Parties) in such amounts as shall be necessary to provide to the Authority
Pledged Revenues sufficient to pay when due all principal of and interest on the Bonds, and the
Outstanding Bonds to be outstanding after the issuance of the Bonds, and to make the deposits into the
Reserve Fund as required under the resolutions authorizing said bonds.



8. That the statements and information set forth in the Application to the Texas Water
Development Board, pertaining to the Authority, the Contracting Parties, and the Bonds, and
particularly the operating statements, debt service requirements, revenues, rates for water and sewer
services (which rates, respectively, have been set by pertinent and applicable ordinances or resolutions
now in effect), and other information set forth therein, are true and correct in all material respects, and
the above statements and information conceming the Contracting Parties have been verified by the
Authority from official documents and information furnished to the Authority by the Contracting
Parties, respectively, specifically for inclusion in the aforesaid Application.

9. That the Bond Resolution is in full force and effect and has not been amended or rescinded.

[The balance of this page is intentionally left blank.]



SIGNED A5, S0l .

¢sident, Board of Directors

{hecretary, Board of Directors

J

Gépéral Manager
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LAW OFFICES

MECALL, PARKHURST & HORTON L.L.P.

&S00 CONGRESS AVENUE 717 NORTH HARWOOD 700 N. ST. MARY'S STREET
SUITE 1800 SUITE 900 SUITE 15295
AUSTIN, TEXAS 7870 -3248 DALLAS, TEXAS 7520!1-6587 SAN ANTOMIO, TEXAS 78205-3503
TELEPHONE: 512 478-380% TELEPHONE: 214 754-9200 TELEFHONE; 210 225- 2800
Fac$iMILE: G512 472-0871 FACSIMILE: 214 754 -9250 FacsiMILE: 210 225-2984

August 25, 2011

The President and the Secretary,
Board of Directors

Trinity River Authority of Texas

5300 8. Collins

Arlington, Texas 76010

Re: Trinity River Authority of Texas Red Oak Creck System Revenue Bonds, Series 2011, dated
September 15, 2011 (the "Bonds")

Ladies and Gentlemen:

This opinion from us, as legal counsel to Trinity River Authority of Texas, is given in
comnection with the above referenced Bonds, authorized by resolution No. R-1332 (the "Bond
Resolution"), adopted by the Board of Directors of Trinity River Authority of Texas (the "Authority™)
on August 24, 2011.

It is our opinion that the Contract, as defined in the Bond Resolution, is now in cffcct pursvant
to which the Contracting Parties, as defined in the Contract and in the Bond Resolution, are obligated to
make payments to the Authority during each fiscal year (including during periods when service of the
System, as defined in the Contract and in the Bond Resolution, may not be available to such Contracting
Parties) in such amounts as shall be necessary to provide to the Authority Pledged Revenues, as defined
in the Bond Resolution, sufficient to pay when due all principal of and interest on the Bonds, the Trinity
River Authority of Texas Red Qak Creek System Revenue Refunding Bonds, Serics 2003, the Trimty
River Authority of Texas Red Oak Creek System Revenue Bonds, Series 2006, the Trinity River
Authority of Texas Red Oak Creck System Revenue Bonds, Sertes 2008 and the Trnity River
Authority of Texas Red Qak Creek System Revenue Bonds, Series 2009 to be outstanding after the
issuance of the Bonds, and to make the deposits into the Reserve Fund as required under the Bond
Resolution.

Respectfully submitted,

McCALL, PARKHURST & HORTON L.L.P.

by 2 Ak fU

G. Charles Kobdish
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ESCROW AGREEMENT

THIS ESCROW AGREEMENT (the "Agreement"), dated as of September 15, 2011, made by and between
the Trmnity River Authornity of Texas (the "Authority"), a political subdivision of the State of Texas, acting
by and through its General Manager, and Wells Fargo Bank, N.A,, as Escrow Agent (the "Escrow Agent")
together with any successor int such capacity;

WITNESSETH:

WHEREAS, pursuant to a resolution finally adopted on August 24, 2011 (the "Resolution"), the Board of
Directors of the Authority authorized the issuance of $11,710,000 Trimity River Authority of Texas Red QOak
Creek System Revenue Bonds, Series 2011, dated September 15, 2011 (the "Bonds"), for the purpose of the
acquisition and construction of mmprovements and extensions to the Authority’'s Ten Mile Creek Regional
Wastewater Treatment System (the "Project”); and

WHEREAS, such Resolution also confirmed the sale of the Bonds to the Texas Water Development Board
(the "TWDB"); and

WHEREAS, the Escrow Agent is a national bank located in the State of Texas, an insured depository
institution with the Federal Deposit Insurance Corporation, ("FDIC™), has been designated a state depository
institution by the Texas Office of the Comptroller and is otherwise qualified and empowered to enter into
this Agreement, and hereby acknowledges its acceptance of the terms and provisions hereof; and

WHEREAS, a condition to the purchase of the Bonds by the TWDB is the deposit of the proceeds of sale
(less amounts to pay costs of issuance) i escrow subject to being withdrawn only with the approval of the
Executive Administrator of the TWDB or an authorized representative; provided, however, the funds can be
transferred to different investments so long as all parties hereto consent to such transfer;

NOW, THEREFORE, in consideration of the mutual agreements herein contained and in consideration of
the amount to be paid by the Authority to the Escrow Agent, as set forth on Exhibit A, the receipt of which
is hereby acknowledged, and in order to secure the delivery of the Bonds, the parties hereto mutually
undertake, promise and agree for themselves, their respective representatives and successors, as follows:

SECTION 1: ESCROW ACCOUNT. Upon the delivery of the Bonds described above, proceeds of sale
(less amounts to pay costs of issuance) shall be deposited to the credit of a special escrow account
maintained at the Escrow Agent on behalf of the Authority and the TWDB and shall not be commingled
with other accounts or funds. The amounts received by the Escrow Agent under this Agreement shall not be
considered as a banking deposit by the Authority, and the Escrow Agent shall have no right to title with
respect thereto except as a fiduciary and Escrow Agent under the terms of this Agreement.

These escrowed funds shall be kept in a separate account entitled "Trinity River Authority of Texas Red Oak
Creek System Revenue Bonds, Series 2011 Escrow Account" and shall not be subject to warrants, drafts or
checks drawn by the Authority but shall be disbursed or withdrawn to pay the costs of the project for which
the Bonds were issued (the "Project Costs") in accordance with the Resolution and solely upon written
authorization from the Executive Administrator, or his authorized representative. The Escrow Agent shall
distribute to the Authority and to the Executive Administrator's staff of the TWDB the escrow account bank
statements or trust account statements on a monthly basis.

SECTION 2: COLLATERAL. All cash deposited to the credit of such escrow account and any accrued
interest in excess of the amounts insured by the Federal Deposit Insurance Corporation and remaining



uninvested under the terms of this Agreement shall be continunously secured by a valid pledge of direct
obligations of the United States of America or other collateral meeting the requirements of the Public Funds
Collateral Act, Chapter 2257, Texas Government Code, as amended.

SECTION 3: INVESTMENTS. While funds are held in escrow, the Escrow Agent shall only invest
escrowed funds in investments that are authorized by the Public Funds Investment Act, Chapter 2256, Texas
Government Code, as amended. It is the Authority's responsibility to direct the Escrow Agent to invest all
public funds in a manner that is consistent not only with the Public Funds Investment Act but also with its
own written investment policy.

SECTION 4: DISBURSEMENTS, The Escrow Agent shall not honor any disbursement from the escrow
fund, or any portion thereof, unless and until it has been supplied with written approval and consent by the
Executive Administrator of the TWDB or an authorized TWDB representative. However, no wrtten
approval and consent by the Executive Administrator shall be required if the disbursement involves
transferring funds from one investment to another provided that all such investments are consistent with the
requirements of the Public Funds Investment Act.

SECTION 5: UNEXPENDED FUNDS. Any sums remaining unexpended in the escrow account after
completion of the Project, after the final accounting has been submitted to and approved by the TWDB, shall
be disposed of pursuant to the provisions of the Resolution.

SECTION 6: CERTIFICATIONS. The Escrow Agent shall be authorized to accept and rely upon the
certifications and documents furmshed to the Escrow Agent by the Authority and shall not be liable for the
payment of any funds made in reliance mn good faith upon such certifications or other documents or
approvals, as herein recited.

SECTION 7: LIABILITY OF ESCROW AGENT. To the extent permitted by law, the Escrow Agent
shall not be liable for any act done or step taken or omitted by it or any mistake of fact or law, except for its
negligence or default or failure in the performance of any obligation imposed upon it hereunder. The Escrow
Agent shall not be responsible in any manner for any proceedings in conmection with the Bonds or any
recitation contained in the Bonds.

SECTION 8: RECORDS. The Escrow Agent will keep complete and correct books of record and account
relating to the receipts, disbursements, allocations and application of the money deposited to the Escrow
Fund, and investments of the Escrow Fund and all proceeds thereof. The records shall be available for
inspection at reasonable hours and under reasonable conditions by the Authority and the TWDB.

SECTION 9: MERGER/CONSOLIDATION. In the event that the Escrow Agent merges or consolidates
with another bank or sells or transfers substantially all of its assets or corporate trust business, then the
successor bank shall be the successor Escrow Agent without the necessity of further action as long as the
successor bank is a state or national bank as well as an FDIC-insured depository institution. The Escrow
Agent must provide the TWDB with written notification within 30 days of acceptance of the merger,
consolidation, or transfer. If the merger, consolidation or other transfer has occurred between state banks,
the newly-created entity shall forward the certificate of merger or exchange issued by the Texas Department
of Banking as well as the statement filed with the pertinent chartering authority, if applicabie, to the TWDE
within a reasonable time of such merger, consolidation or exchange.

SECTION 10: AMENDMENTS. This Agreement may be modified or amended from time to time as
necessary with the written consent of the Authority, the Escrow Agent and the TWDB, but no such
amendments shall increase the liabilities or responsibilities or diminish the rights of the Escrow Agent
without its consent.



SECTION 11: TERMINATION. In the event that this Agreement is terminated by either the Authority or
by the Escrow Agent, the Escrow Agent must report said termination in writing to the TWDB within 5
business days of such termination. The Authority is responsible for ensuring that the following criteria are
satisfied in selecting the successor escrow agent and notifying the TWDB of the change in escrow agents:
(a) the successor escrow agent must be an FDIC-insured state or national bank designated by the Texas
Comptroller as a state depository; (b) the successor escrow agent must be retained prior to or at the time of
the termination; (¢) an escrow agreement must be executed by and between the Authority and the successor
escrow agent and must contain the same or substantially similar terms and conditions as are present in this
Agreement; and (d) the Authority must forward a copy of the executed escrow agreement with the successor
escrow agent within 5 business days of said termination. No funds shall be released by the TWDB until it
has received, reviewed and approved the escrow agreement with the successor escrow agent.

SECTION 12: EXPIRATION. This Agreement shall expire upon final transfer of the funds in the Escrow
Account to the Authority.

SECTION 13: POINT OF CONTACT. The pomts of contact for the Escrow Agent and the TWDB are as

follows:
Kushina White Executive Administrator
Assistant Vice President Texas Water Development Board
Wells Fargo Corporate Trust 1700 North Congress Avenue
MAC T5441-030 Austin, Texas 78701
201 Main Street, Suite 301
Fort Worth, Texas 76102

817-334-7407 (Office)
817-885-8650 (Fax)
kushina white@wellsfargo.com

SECTION 14: CHOICE OF LAW. This Agreement shall be governed exclusively by the applicable laws
of the State of Texas. Should a controversy arise, either party hereto may introduce the dispute into the
Travis County District Court for adjudication thereof.

SECTION 15: ASSIGNABILITY. This Agreement shall not be assignable by the parties hereto, in whole
" or in part, and any attempted assignment shall be void and of no force and effect.

SECTION 16: ENTIRE AGREEMENT., This Agreement evidences the entire Escrow Agreement between
the Escrow Agent and the Authority and supersedes any other agreements, whether oral or written, between
the parties regarding the funds or the escrow account.

SECTION 17: VALIDITY OF PROVISIONS. If any term, covenant, condition or provision of this
Agreement is held by a court of competent jurisdiction to be invalid, void or unenforceable, the remainder of
the provisions shall remain in full force and effect and shall in no way be affected, impaired or invalidated
thereby.



IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day and year first
above written.

TRINITY RIVER AUTHORITY OF TEXAS

By: W""‘\/
&;ﬂeral Manager
Address:

5300 S. Collins
Arlington, Texas 76018

WELLS FARGO BANK, N.A.
as Escrow Agent

Title™__ Agglstant Vice President



EW--‘ 3 ?Oﬂi E R‘% | e 'Ll‘
E.m. oA t Greg Stites, Vice President

Wells Fargo Bank

Corporate Trust Setrvices

111 Congress Avenue, Suite 2200
MAC Tv044-220

Austin, TX 78701-4050
512-344-8640

SCHEDULE OF ¥EES

$11,710,000
Trinity River Authority of Texas
Red Oak Creek System Revenue Bonds, Series 2011
Escrow - TWDB

For ordlnary administration services by Escrow Agent includes daily routine account
management; investment transactions; cash transaction processing in accordance with the
agreement; and mailing of trust account statements to all applicable parties. Float credit
received by the bank for receiving funds that remain un-invested are deemed part of the Escrow
Agent’s compensation. The Administration fees are payable in advance, due at the time of
Escrow Agreement execution. Fee will not be prorated in case of early termination.

Wells Fargo’s bid is based on the following assumptions:
» Number of Escrow Receipts: 1
* Number of Escrow Accounts: 1
¢ ALLFUNDS WILL BE RECEIVED FROM OR DISTRIBUTED TO A
DOMESTIC ENTITY

| Extraordinary Fees and Expenses

We charge for out-of-pocket expenses in response to spec1f1c tasks ass1gned by the chent
Therefore, we cannot anticipate what specific out-of-pocket items will be needed or what
corresponding expenses will be incurred. Possible expenses would be, but are not limited to, tax
reporting, establishment of trust accounts, express mail and messenger charges, travel expenses
to attend closing or other meetings. Fees may be assessed for conversions or de-conversions.
The proposal is based on the assumption of a one-time, full Book Entry Only Issuance closing at
DTC. If the bonds are to be settled in an alternate form of issuance, we will provide an adjusted
fee schedule. We will charge a redemption fee for periodic tenders, sinking fund, optional or
extraordinary redemptions, based on the assessment appropriate at the time of the event.

This fee schedule is based upon the assumptions listed above which pertain to the responsibilities
and risks involved in Wells Fargo undertaking the role of Escrow Agent. These assumptions are
based on information provided to us as of the date of this fee schedule. Our fee schedule is suhject
to review and acceptance of the final documents. Should any of the assumptions, duties or
responsibilities change, we rescrve the right to affirm, modify or rescind our fee schedule.

Submitted: September 8, 2011
Pipeline: Cr503587
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SIGNATURE IDENTIFICATION AND AUTHORITY CERTIFICATE OF
WELLS FARGO BANK, N.A.

I, the undersigned, Kathleen Wagne.. , do hereby certify that:

1. Tam a duly elected and acting Vice-Presigent o ywe(ls Fargo Bank, N A. (the "Bank"), and
I am duly authorized to execute this certificate on its behalf,

2. That certain Escrow Agreement between the Trinity River Authority of Texas and the Bank, dated

as of September 15, 2011 (the "Agreement") relating to the Red Oak Creek System Revgnue Bonds, Series
2011, was duly executed on behalf of the Bank by , who at the time
of executing and attesting the same was and is now a duly elected and acting ssistant Vice President

of the Bank and authorized to execute, attest and deliver the Agreement as evidenced by the resolutions or
Bylaws contained in Exhibit "A". The resolutions or Bylaws contained in Exhibit "A" were duly adopted and
are in full force and effect as of this date. There follows the names, offices and true and correct signatures of
the aforesaid officers:

Name Office ~ Signature
K cbii Uil Foont s Posit _/%%jji,,/mf )
/i ' .

WITNESS my hand this U 4/

Name: 7 f?fgx !

'} L4 L

Title: Vice-President




EXHIBIT A

Wells Fargo Bank, N.A. Ceriified Copy of General Signature
Corporate Trust Services Resolution Relating to Execution
of Written Instruments

| Kathleen Wagner, an Assistant Secretary of Wells Fargo Bank, National Association, a
hational banking association organized under the laws of the United States of America (the
"Bank"), hereby certify that:

The following is a true and correct extract from resolutions duly adopted by the Board of
Directors of the Bank oan November 25, 2003, and that no modification, amendment, rescission
or revocation of such resolutions has occurred affecting such extract as of the date of this
certificate, and that the resolutions remain in full force and effect on the date hereof:

RESOLVED, that agreements, instruments, or other documents, including
amendments and modifications thereto, retating to or affecting the property or business
and affairs of the Bank, whether acting for its own account or in a fiduciary or other
representative capacity, may be executed in its name by the persons hereinafter
authorized;

FURTHER RESOLVED, that for the purposes of these resolutions,
“Executive Officer” shall mean any person specifically designated as an Executive Officer
of the Bank by resolution of the Board of Directors, and "Signing Officer” shail mean the
Chairman of the Board, the President, any Vice Chairman, any Executive Vice President,
any Senior Vice President, the Treasurer, any Vice President, any Assistant Vice
President, any person whose titie includes the word “Officer’ {e.g., Commercial Banking
Officer, Personal Banking Officer, Trust Officer), or any other person whose title has been
or is hereafter designated by the Board of Directors as a title for an officer of the Bank,

and such officers are hereby authorized to sign agreements, instruments and other

documents on behalf of the Bank in accordance with the sngnmg authorities conferred in
Parts A, B and C of these resolutions;

A. Executive Officers

FURTHER RESOLVED, that the Chairman, the President, any Vice :
Chairman, any Executive Vice President and any Exécutive Officer of the-Bank;, acting -+
aione, may execute agreements, guaranties, instruments or other documents which such
officer may deem necessary, proper or expedlent to the conduct of the business of the
Bank;

B. Vice Presidents and Above

FURTHER RESOLVED, that the Chairman, the President, any Vice
Chairman, any Executive Vice Presgident, any Senior Vice President and any Vice
President, acting alone, may execute on behalf of the Bank:

Deeds, leases, assignmenits, bills of sale, purchase agreements and other
instruments of conveyance 1o purchase, sell, lease or sublease to or from a
third party real property, or any interest therein, for the Bank's own account;
provided, however, that such agreements, instruments and other
documents may also be signed as hereinafter provided with respect to real
property acquired by the Bank-imtonnection with collateral for a loan,



Bonds of indemnity and powers of atiorney; provided, hoWever, that proxies
to vote stock in & corporation or to vote other interests in other legal entities
and stock and bond powers may also be signed as hereinafter provided.

C. Sighing Officers

FURTHER RESOLVED, that any Signing Officer, acting alone, may
execute on behalf of the Bank, whether acting for its own account or in a fiduciary or other
representative capacity:

LI

Receipts for any funds or other property paid or dellvered to the Bank.

Guaranties of signatures, whether appearing as endorsements of bonds,
cerlificates of stock, or other securities, including without limitation
medallion guaranties provided in connection with a medallion stamp, or
otherwise.

* ¥ K

Agreements and proposals to provide services to or recelve services from
third parties. ‘

LR 3 )

Trust indentures, declarations of trust, trust and agency agreements,
pooling and servicing agreemenis, fiscal and paying agency agreements,
acceptances thereof, consents thereto and any similar agreements,
however denominated, to which the Bank is a party in a fiduciary or other
representative capacity; certificates of authentication or other indicia of
valid issuance with respect to bonds, notes, debenfures and other
sécurities or obligations issued under any indenture, mortgage, trust or
other agreement; certificates for securities deposited, interim certificates
and other certificates for and on behalf of the Bank as depository or agent;
countersignatures of stocks, bonds, notes, debentures, voting trust
certificates, participation certificates and other certificates, instruments,
obligations or other securities on behalf of the Bank as trustee, fiscal and
paying agent, transfer-agent, registrar or in-another-similar capacity; and--
certificates of cancellation and cremation of stocks, bonds, debentures or
other securities.

L3

FURTHER RESOLVED, that the signature of the Secretary or of any
Assistant Secretary of the Bank shall be required to certify any resolution adopted by the
Boarg of Directors of the Bank or any commitiee thereof, the incumbency, fitie or
sighature of any officer of the Bank and any designation of authority under these
resolutions or otherwise, and the Secretary or any Assistant Secretary of the Bank may
also certity any records ar other documents created in the ordinary course of the
business of the Bank. '

- 1 further certify that on the date below, the following named persons were duly appointed, -
qualified and acting Signing Officers of Wells Farge Bank, N.A,, that their-correct title



and genuine signature appears beside lheir name, and that on sald date they were duly authorized to acl on behall
of the Bank as set forlh in the foregolng resclution:

Name : Title Signature
Palrick Giordano Vice Prasiden! : . _,""(/
Dayna Smith Assislant Vice President : ;’/:,\ j 0 7 . J_,c;/(_
Sendra Jones Vice Prasident THCAL T e
Amy C. Perkins Vige President
John C. Stohlmann Vice Prasiderit
Kushina White ‘ Assistant Vice President
Kristel D, Richards Vice President
Kalhleen Wagner Vice President
IN WITNESS WHEREOF, | have hereunto signed my name this m} O q/ {{

*+* Redacted [Iindicates frartions of the resoittions have 1ntonltonaliy been omitled because lha sections aré not
relevant to the transaciion fer which this certification has hean requesied,]
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SIGNATURE IDENTIFICATION AND NO-LITIGATION CERTIFICATE

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

We, the undersigned, hereby certify as follows:

(a) That this certificate is e¢xecuted and delivered with reference to that issue of
Trinity River Authority of Texas Red Qak Creek System Revenue Bonds, Series 2011, dated
September 15, 2011, in the principal amount of $11,710,000.

(b) That we officially executed and signed said Bonds manually or by causing
facsimiles of our mannal signatures to be placed on each of said Bonds, and we hereby adopt said
facsimile signatures as our own, respectively, and declare that said facsimile signatures constitute
our signatures the same as if we had manually signed each of said Bonds.

(c) That said Bonds are substantially in the form, and have been duly executed and
signed in the manner, prescribed in the resolution authorizing the issuance of said Bonds.

(d) That at the time we so executed and signed said Bonds we were, and at the time of
executing this certificate we are, the duly chosen, qualified and acting officers indicated therein,
and authorized to execute same.

(e That no litigation of any nature has been filed or is now pending to restrain or
enjoin the issuance or delivery of said Bonds, or which would affect the provision made for their
payment or security, or in any manner questioning the proceedings or authority concermning the
issuance of said Bonds, and that so far as we know and believe no such litigation is threatened.

{) That neither the corporate existence nor boundaries of said issuer is being
contested, that no litigation has been filed or is now pending which would affect the authority of the
officers of said issuer to issue, execute, and deliver said Bonds, and that no authority or
proceedings for the issuance of said Bonds have been repealed, revoked or rescinded.

(2) That we have caused the official seal of said issuer to be impressed or placed in
facsimile on each of said Bonds, and said seal on said Bonds has been duly adopted as, and is
hereby declared to be, the official seal of said issuer.

(h) The Attorney General of Texas is hereby authorized and directed to date thns
certificate concurrently with the date of approval of the Bonds. If any litigation or contest should
develop pertaining to the Bonds or any other matters covered by this certificate, the undersigned
will notify you thereof immediately by telephone. With this assurance the Attorney General can
rely on the absence of any such litigation or contest, and on the veracity and currency of this
certificate, at the time he approves the Bonds, unless he is notified otherwise as aforesaid.



EXECUTED and delivered this ~ (JCT 06 2011
MANUAL SIGNATURES OFFICIAL TITLES

President, Board of Directors

Secretary, Board of Directors

Before me on this day personally appeared the foregoing individuals known to me to be the officers
whose true and genuine signatures were subscribed to the foregoing instrument in my presence.

Given under my hand and seal of office this X ¥¥% 5@57 207/

Fod Q.

Notary Public

p————

Typed Name

Law Offices
McCall, Parkhurst & Horton L.L P,
717 North Harwood, Ninth Floor
Dallas, Texas 75201
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RECEIPT FOR PROCEEDS
THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS
The undersigned hereby certifies as follows:
(a) That this receipt is executed and delivered with reference to
TRINITY RIVER AUTHORITY OF TEXAS RED OAK CREEK SYSTEM
REVENUE BONDS, SERIES 2011, authorized by a resolution adopted by the Board
of Directors of the Issuer on August 24, 2011 (the "Bonds").

(b) That the undersigned is duly qualified to receipt for the proceeds of the Bonds on behalf
of the Issuer.

(©) That the Bonds have been duly delivered to the purchaser thereof.
(d) That the Bonds have been paid for in full by said purchaser concurrently with the
delivery of this certificate, and the Issuer has received, and hereby acknowledges receipt of, the agreed

purchase price for the Bonds.

EXECUTED and delivered this JCT (06 2011

%%447‘
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FEDERAL TAX CERTIFICATE

1. In General.
1.1.  The undersigned is the General Manager of Trinity River Authority of Texas (the "Issuer").

1.2.  This Certificate is executed for the purpose of establishing the reasonable expectations of the
Issuer as to future events regarding the Issuer's Red Oak Creek System Revenue Bonds, Series 2011 (the
"Bonds"). The Bonds are being issued pursuant to a resolution of the Issuer (the "Resolution") adopted on the
date of sale of the Bonds. The Resolution is incorporated herein by reference.

1.3.  Tothe best of the undersigned's knowledge, information and belief, the expectations contained in
this Federal Tax Certificate are reasonable, '

1.4, The undersigned is an officer of the Issuer delegated with the responsibility of issuing and
delivering the Bonds.

L5, The undersigned is not aware of any facts or circumstances that would cause him to question the
accuracy of the representations made by First Southwest Company (the "Financial Advisor") in Subsection 5.3 of
this Certificate and with respect to the Schedules attached hereto as Exhibit "C".

2. The Purpose of the Bonds and Useful Lives of Projects.

2.1. The Bonds are being issued pursuant to the Resolution (a) to provide for the payment of costs of
issuing the Bonds (b) for acquisition and construction of improvements and extensions to the Red Oak Creek
Regional Wastewater Treatment System (the "Projects") and (¢) to deposit funds in the reserve find (the "Reserve
Fund") established by the Resolution.

22, The Issuer expects that the aggregate useful lives of the Projects exceed 24 vears from the later
of the date the Projects are placed in service or the date on which the Bonds are issued.

2.3. All sarnings, such as interest and dividends, received from the investment of the proceeds of the
Bonds during the period of acquisition and construction of the Projects and not used to pay interest on the Bonds,
will be used to pay the costs of the Projects, unless required to be rebated and paid to the United States in
accordance with section 148(f) of the Intemmal Revenue Code of 1986 (the "Code"). The proceeds of the Bonds,
together with any investment earnings thereon, are expected not to exceed the amount necessary for the
governmental purpose of the Bonds. The Issuer expects that no disposition proceeds will arise in connection with
the Projects or the Bonds.

3 Expenditure of Bond Proceeds‘a'ncl Use of Projects.

3.1, Thelssuer will incur, within six months after the date of issue of the Bonds, a binding obligation
to commence the Projects, either by entering into contracts for the construction of the Projects or by entering into
contracts for architectural or engineering services for such Projects, or contracts for the development, purchase of
construction materials, or purchase of equipment, for the Projects, with the amount to be paid under such
contracts to be in excess of five percent of the proceeds which are estimated to be used for the cost of the Projects.

3.2, After entering into binding obligations, work on such Projects will proceed promptly with due
diligence to completion.



3.3. Al original proceeds derived from the sale of the Bonds to be applied to the Projects and all
investment earnings thereon (other than any amounts required to be rebated to the United States pursuant to
section 148(f) of the Code) will be expended for the Projects no later than a date which is three years after the
date of issue of bonds by the Texas Water Development Board.

34.  The payment of legal and underwriting costs associated with the issuance of the Bonds is not
contingent on the loans to be made and the Issuer expects that at least 95 percent of the costs associated with the
issuance of the Bonds will be paid within 180 days of the date hereof. The Issuer will account for the expenditure
of Bond proceeds (including investment earnings thereon) for the purposes described in Section 2 herein on its
books and records by allocating such proceeds to expenditures within 18 months of the later of the date that
(i) the expenditure is made, or (i1) the purposes for which the Bonds are issued have been accomplished. The
foregoing notwithstanding, the Issuer will expend such sale proceeds more than 60 days after the earlier of (i) the
fifth anniversary of the delivery of the Bonds, or (ii) the date the Bonds are retired, unless the Issuer obtains an
opinion of nationally-recognized bond counsel that such expenditure will not adversely affect the tax-exempt
status of the Bonds.

35. Only Project costs paid or incurred by the Issuer within 60 days prior to the date the Issuer
approved the funding of the Project (the "60-day period") through its declaration of official intent ("Qualified
Costs") will be paid or reimbursed with Bond proceeds. For this purpose Qualified Costs also inchude preliminary
expenditures, incurred prior to the 60-day period before the approval of the Issuer through its declaration of
official intent, up to an amount not in excess of 20 percent of the aggregate amount of the Bonds. No Qualified
Cost represents the cost of property or land acquired from a related party.

3.6, The Issuer will not invest the proceeds prior to such expenditure in any guaranteed investment
contract or other non-purpose investment with a substantially guaranteed yield for a period equal to or greater
than four years.

3.7.  Other than members of the general public and the Contracting Parties, the Issuer expects that
throughout the lesser of the term of the Bonds, or the useful lives of the Projects, the only user of the Projects will
be the Issuer or the Issuer's employees and agents. The [ssuer will be the manager of the Projects. In no event will
the proceeds of the Bonds or facilities financed therewith be used for private business use in an amount greater
than $15 million. The Issuer does not expect it or the Contracting Parties to enter into long-term sales of output
from the Projects and sales of output will be made on the basis of generally-applicable and uniformly applied
rates. The Issuer or the Contracting Parties may apply different rates for different classes of customers, including
volume purchasers, which are reasonable and customary.

3.8 Except as stated below, the Issuer expects not to sell or otherwise dispose of property
constituting the Projects prior to the earlier of the end of such property's useful life or the final maturity of the
Bonds. The Resolution provides that the Issuer will not sell or otherwise dispose of the Projects unless the Issuer
receives an opinion of nationally-recognized bond counsel that such sale or other disposition will not adversely
affect the tax-exempt status of the Bonds.

3.9.  For purposes of Subsection 3.8 hercof, the Issuer has not included the portion of the Projects
comprised of personal property that is disposed in the ordinary course at a price that is expected to be less than 25
percent of the original purchase price. The Issuer, upon any disposition of such property, will transfer the receipts
from the disposition of such property to the general operating fund and expend such receipts within six months
for other governmental programs.



4, Interest and Redemption Fund.

4.1. A separate and special Interest and Redemption Fund has been created and established, other
than as described herein, solely to pay the principal of and interest on the Bonds (the "Bona Fide Debt Service
Portion"). The Bona Fide Debt Service Portion constitutes a fund that is used primarily to achieve a proper
matching of revenues and debt service within each bond year. Such portion will be completely depleted at least
once each year except for an amount not in excess of the greater of (a) one-twelfth of the debt service on the
Bonds for the previous year, or (b) the previous year's eamings on such portion of the Interest and Redemption
Fund. Amounts deposited in the Interest and Redemption Fund constituting the Bona Fide Debt Service Portion
will be spent within a thirteen-month period beginning on the date of deposit, and any amount received from the
investment of money held in the Interest and Redemption Fund will be spent within a one-year period beginning
on the date of receipt.

42.  Anymoney deposited in the Interest and Redemption Fund and any amounts received from the
investment thereof that accumulate and remain on hand therein after thirteen months from the date of deposit of
any such money or one year after the receipt of any such amounts from the investment thereof shall constitute a
separate portion of the Interest and Redemption Fund. The yield on any investments allocable to the portion of
the Interest and Redemption Fund exceeding the sum of (a) the Bona Fide Debt Service Portion and (b) an amount
equal to the lesser of five percent of the sale and investment proceeds of the Bonds or $100,000 will be restricted
to a yield that does not exceed the yield on the Bonds.

5. Reserve Fund.

5.1.  Funds on deposit in the Reserve Fund are held in trust for the benefit of the holders of the Bonds.
If on any interest payment or maturity date, the Interest and Redemption Fund does not contain an amount
sufficient to make debt service payments on the Bonds, the Issuer is required to transfer money from the Reserve
Fund to the Interest and Redemption Fund in an amount sufficient to make such payments.

52 The present value of the investments deposited to the Reserve Fund and allocable to the Bonds
that will be invested at a yield higher than the yield on the Bonds will not, as of any date, exceed an aggregate
amount which equals the lesser of (a) 10 percent of the stated principal amount (or, in the case of a discount, the
issue price) of the Bonds, (b) 1.25 of the average annual debt service on the Bonds, or (¢) maximum annual debt
service on the Bonds.

5.3.  Based on the recommendation of the Financial Advisor to the Issuer, the amount deposited to the
Reserve Fund, if any, does not exceed that amount which is reasonably prudent to be maintained to secure the
timely payment of debt service in the event of periodic fluctuations in revenues of the Issuer. Amounts deposited
in the Reserve Fund from proceeds received from the sale of the Bonds do not exceed 10 percent of the issue price

of the Bonds.

6. Revenue Fund.

6.1.  The Resolution creates a Revenue Fund into which certain revenues of the Issuer are deposited.
Amounts on deposit in the Revenue Fund are transferred and used in the manner required by the Resolution.

6.2.  Other than moneys in the Revenue Fund that are transferred to the Interest and Redemption
Fund, the moneys in the Revenue Fund are reasonably expected not to be used to pay the principal of and interest

3



on the Bonds. There will be no assurance that such moneys will be available to meet debt service if the Issuer
encounters financial difficulty. Amounts in the Revenue Fund will be invested without yield restriction.

7. Contingency Fund.

7.1.  The Resolution creates a Contingency Fund which will be used solely for the purposes described
in the Resolution.

7.2, Moneys in the Contingency Fund are reasonably expected not to be used to pay the principal of
and interest on the Bonds. There will be no assurance that such amounts will be available to meet debt services if
the Issuer encounters financial difficulty. Amounts in the Contingency and Improvement Fund will be invested
without yield restriction.

8. Yield.

8.1.  The Bonds are being purchased by the Texas Water Development Board at a purchase price of
98.15 percent of the stated principal amount thereof.

8.2.  The Issuer has not entered into any qualified guarantee or qualified hedge with respect to the
Bonds. The yield on the Bonds will not be affected by subsequent unexpected events, except to the extent
provided in section 1.148-4(h)(3) of the Treasury Regulations when and if the Issuer enters into a qualified hedge
or into any transaction transferring, waiving or moedifying any right that is part of the terms of any Bond. The
Issuer will consult with nationally recognized bond counsel prior to entering into any of the foregoing
transactions.

9 Invested Sinking Fund Praceeds, Replacement Proceeds.

9.1. The Issuer has, in addition to the moneys received from the sale of the Bonds, certain other
moneys that are invested in various funds which are pledged for vanous purposes. These other funds are not
available to accomplish the purposes described in Section 2 of this Certificate.

9.2. Other than the Interest and Redemption Fund and the Reserve Fund, there are, and will be, no
other funds or accounts established, or to be established, by or on behalf of the Issuer that (a) are reasonably
expected to be used, or to generate earnings to be used, to pay debt service on the Bonds, or (b) are reserved or
pledged as collateral for payment of debt service on the Bonds and for which there is reasonable assurance that
amounts therein will be available to pay such debt service if the Issuer encounters financial difficulties.
Accordingly, there are no other amounts constituting "gross proceeds" of the Bonds, within the meaning of section
148 of the Code.

10. Other Obligations.

There are no other obligations of the Issuer, that (a) are sold at substantially the same time as the Bonds,
i.e., within 15 days of the date of sale of the Bonds, (b) are sold pursuant to a common plan of financing with the
Bonds, and (c) will be payable from the same source of funds as the Bonds.



il. Federal Tax Audit Responsibilities.

The Issuer acknowledges that in the event of an examination by the Internal Revenue Service (the
"Service") to determine compliance of the Bonds with the provisions of the Code as they relate to tax-exempt
obligations, the Issuer will respond, and will direct its agents and assigns to respond, in a commercially
reasonable manner to any inquiries from the Service in connection with such an examination. The Issuer
understands and agrees that the examination may be subject to public disclosure under applicable Texas law.

12, Record Retention.

The Issuer has covenanted in the Resolution that it will comply with the requirements of the Code relating
to the exclusion of the interest on the Bonds under section 103 of the Code. The Service has determined that
certain materials, records and information should be retained by the issuers of tax-exempt obligations for the
purpose of enabling the Service to confirm the exclusion of the interest on such obligations under section 103 of
the Code. ACCORDINGLY, THE ISSUER SHALL TAKE STEPS TO ENSURE THAT ALL
MATERIALS, RECORDS AND INFORMATION NECESSARY TO CONFIRM THE EXCLUSION OF
THE INTEREST ON THE BONDS UNDER SECTION 103 OF THE CODE ARE RETAINED FOR THE
PERIOD BEGINNING ON THE ISSUE DATE OF THE BONDS AND ENDING THREE YEARS
AFTER THE DATE THE BONDS ARE RETIRED. The Issuer acknowledges receipt of the letter attached
hereto as Exhibit "B" which, in part, discusses specific guidance by the Service with respect to the retention of
records relating to tax-exempt bond transaction. The Issuer also acknowledges that letter does not constitute an
opinion of Bond Counsel as to the proper record retention policy applicable to any specific transaction.

13. Rebate to United States.

The Issuer has covenanted in the Resolution that it will comply with the requirements of the Code,
including section 148(f) of the Code, relating to the required rebate to the United States. Specifically, the Issuer
will take steps to ensure that all earnings on gross proceeds of the Bonds in excess of the yield on the Bonds
required to be rebated to the United States will be timely paid to the United States. The Issuer acknowledges
receipt of the memorandum attached hereto as Exhibit "A" which discusses regulations promulgated pursuant to
section 148(f) of the Code. This memorandum does not constitute an opinion of Bond Counsel as to the proper
federal tax or accounting treatment of any specific transaction,
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DATED as of October 6, 2011.

TRINITY RIVER AUTHORITY OF TEXAS

ﬁﬂfu%/m/

neral Manager

Trinity River Authority of Texas, Red Oak Creek System Revenue Bonds, Series 2011



The undersigned represents that, to the best of the undersigned's knowledge, information and belief, the
representations contained in Subsection 5.3 of this Federal Tax Certificate and the Schedules attached hercto as
Exhibit "C" are, as of October 6, 2011, accurate and complete. We understand that the foregoing information will
be relied upon by the Issuer with respect to certain of the representations set forth in this Federal Tax Certificate
and by McCall, Parkhurst & Horton L.L.P. (i) in connection with rendering its opinion to the Issuer that interest
on the Bonds is excludable from gross income thereof for income tax purposes, and (ii) for purposes of
completing the IRS Form 8038-G. The undersigned is certifying only as to facts in existence on the date hereof.

Nothing herein represents the undersigned's interpretation of any laws or the application of any laws to these
facts.

FIRST SOUTHWEST COMPANY

By: (\(\QL_»M M}———

Name: {\{\C(?_A QQ\\ \h\ QR
Title: QNb

Trinity River Authority of Texas, Red Oak Creek System Revenue Bonds, Series 2011



Exhibit "A"

LAW OFFICES
McCALL, PARKHURST & HORTON L.L.P.
600 CONGRESS AVENUE 717 NORTH HARWCOD TOON. ST. MARY'S STREET
] 1&50 ONE AMERICAN CENTER NINTH FLODR 1525 ONE RIVERWALK PLACE
AUSTIN, TEXAS 70701-3248 GALLAS, TEXAS 75201-6587 SAN ANTONIO, TEXAS 782053503
TELEPHONE: (512) 478-3805 TELEPHONE: (214) 754-8200 TELEPHONE: (210) 225-2800
FACSIMILE: (512) 472.0871 FACSIMILE: {214) 754-8250 FACSIALE: (210) J26-2084

January 1, 2006

ARBITRAGE REBATE REGULATIONS®

The arbitrage rebate requirements set forth in section 148(f) of the internal Revenue
Code of 1988 (the “Code”) generally provide that in order for interest on any issue of bonds'
to be excluded from gross income (i.e., tax-exempt) the issuer must rebate to the United States
the sum of, (1) the excess of the amount earned on all "nonpurpose investments” acquired with
"gross proceeds” of the issue over the amount which would have been earned if such
investments had been invested at a yield equal to the yield on the issue, and (2) the earnings
on such excess earmings.

On June 18, 1993, the U.S. Treasury Department promulgated regulations relating to
the computation of arbitrage rebate and the rebate exceptions. These regulations, which
replace the previously-published regulations promulgated on May 15, 1989, and on May 18,
1992, are effective for bonds issued after June 30, 1993. This memorandum was prepared by
McCall, Parkhurst & Horton L.L.P. and provides a general discussion of these arbitrage rebate
regulations. This memorandum does not otherwise discuss the general arbitrage reguiations,
other than as they may incidentally relate to rebate. This memorandum also does not attempt
to provide an exhaustive discussion of the arbitrage rebate regulations and should not be
considered advice with respect to the arbitrage rebate requirements as applied to any individual
or governmental unit or any specific transaction. Any tax advice contained in this memorandum
is of a general nature and is not intended to be used, and should not be used, by any person to
avoid penalties under the Code,

McCall, Parkhurst & Horton L.L.P. remains available to provide legal advice to issuers
with respect to the provisions of these tax regulations but recommends that issuers seek
competent financial and accounting assistance in calculating the amount of such issuer's rebate
lfability under section 148(f) of the Code and in making elections to apply the rebate exceptions.

* In this memorandum the word "bond" is defined fo include any bond, note,
certificate, financing lease or other obligation of an issuer.

Copyright 2006 by Harold T. Flanagan, McCall, Parkhurst & Horton L.L..P. All rights resarved.



Effective Dates

The regulations promulgated on June 18, 1993, generally apply to bonds delivered after
June 30, 1993, although they do permit an issuer to elect to apply the rules to bonds issued
prior to that date. The temporary regulations adopted by the U.S. Treasury Departmentin 1989
and 1982 incorporated the same effective dates which generally apply for purposes of section
148(f) of the Code. As such, the previous versions of the rebate regulations generally applied
to bonds issued between August 1986 and June 30, 1993 (or, with an election, to bonds issued
prior to August 15, 1983). The statutory provisions of section 148(f) of the Code, other than
the exception for construction issues, apply to all bonds issued after August 15, 1986, (for
private activity bonds) and August 31, 1986, (for govermnmental pubiic purpose bonds). The
statutory exception to rebate applicable for construction issues generally applies if such issue
is delivered after December 19, 1989.

The regulations provide numerous transitional rules for bonds sold prior to July 1, 1993.
Moreover, since, under prior law, rules were previously published with respect to industrial
development bonds and martgage revenue bonds, the transitional rules contained in these
regulations permit an issuer to elect to apply certain of these rules for computing rebate on pre-
1986 bonds. The regulations provide for numerous elections which wouid permit an issuer to
apply the rules (other than 18-month spending exception) to bonds which were issued prior to
July 1, 1983 and remain outstanding on June 30, 1993. Due to the complexity of the
regulations, itis impossible to discuss in this memorandum all circumstances for which specific
elections are provided. If an issuer prefers to use these final version of rebate regulations in lieu
of the computational method stated under prior law (e.g., due to prior redemption} or the
regulations, please contact McCall, Parkhurst & Horton L.L.P. for advice as to the availability
of such options.

Future Value Computation Method

The regulations empioy an actuarial method for computing the rebate amount based on
the future value of the investment receipts (i.e., eamings) and payments. The rebate method
employs a two-step computation to determine the amount of the rebate payment. First, the
issuer determines the bond yield. Second, the issuer determines the arbitrage rebate amount.
The regulations require that the computations be made at the end of each five-year peried and
upon final maturity of the issue (the "computation dates"). THE FINAL MATURITY DATE WILL
ACCELERATE IN CIRCUMSTANCES IN WHICH THE BONDS ARE OPTIONALLY
REDEEMED PRIOR TO MATURITY. AS SUCH, IF BONDS ARE REFUNDED OR
OTHERWISE REDEEMED, THE REBATE MAY BE DUE EARLIER THAN INITIALLY
PROJECTED. In order to accommodate accurate record-keeping and to assure that sufficient
amounts will be available for the payment of arbitrage rebate liability, however, we recommend
that the computations be performed at least annually. Please refer to other materials provided
by McCall, Parkhurst & Horton L.L.P. relating to federal tax rules regarding record retention.

Under the future value method, the amount of rebate is determined by compounding the
aggregate earnings on all the investments from the date of receipt by the issuer to the
computation date. Similarly, a payment for an investment is future valued from the date that
the payment is made te the computation date. The receipts and payments are future valued
at a discount rate equal to the yield on the bonds. The rebatable arbitrage, as of any
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computation date, is equal to the excess of the (1) future value of all regeipts from investments
{l.e., earnings), over (2} the future value of all payments.

The foilowing example is provided in the regulations to illustrate how arbitrage rebate
is computed under the future value method for a fixed-yield bond:

"On January 1, 1994, City A issues a fixed yield issue and invests all the sale
proceeds of the issue ($49 million). There are no other gross proceeds. The
issue has a yield of 7.0000 percent per year compounded semiannually
(computed on a 30 day month/360 day year basis). City A receives amounts
from the investment and immediately expends them for the governmental
purpose of the issue as follows:

Date Amount
21111994 $ 3,000,000
4/1/1994 5,000,000
6/1/1994 14,000,000
9/1/1994 20,000,000
7/1/1995 10,000,000

City A selects a bond year ending on January 1, and thus the first required
computation date is January 1, 1998. The rebate amount as of this date is
computed by determining the future value of the receipts and the payments for
the investment. The compounding interval is each 6-month (or shorter) period
and the 30 day month/360 day year basis is used because these conventions
were used to compute yield on the issue. The future vaiue of these amounts,
plus the computation credit, as of January 1, 1999, is;

Date Receipts (Payments) FY (7.0000 percent)

01/1/1994 ($49,000,000) ($69,119,339)
02/1/1994 3,000,000 4,207,602
04/1/1994 5,000,000 6,932,715
06/1/1994 14,000,000 19,180,277
09/1/1994 20,000,000 26,947 162
01/1/1995 (1,000) (1,317)
07/1/1995 10,000,000 12,722,793
01/1/1996 (1,000) (1.229)
Rebate amount (01/01/1998) $878.664"

General Method for Computing Yield on Bonds

In general, the term "yield," with respect to a bond, means the discount rate that when
used in computing the present value of all unconditionally due payments of principal and
interest and all of the payments for a qualified guarantee produces an amount equal to the
issue price of the bond. The term "issue price" has the same meaning as provided in sections
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1273 and 1274 of the Code. That is, If bonds are publicly offered (i.e., sold by the issuerto a
bond house, broker or similar person acting in the capacity of underwriter or wholesaler), the
issue price of each bond is determined on the basis of the initial offering price to the pubiic (not
to the aforementioned intermediaries) at which price a substantial amount of such bond was
sold to the public (not to the aforementioned intermediaries). The "issue price" is separately
determined for each bond (i.e., maturity) comprising an issue.

The regulations also provide varying periods for computing yield on the bonds
depending on the method by which the interest payment is determined. Thus, for example,
yield on an issue of bonds sold with variable interest rates (i.e., interest rates which are reset
periodically based on changes in market) is computed separately for each annual period ending
on the first anniversary of the delivery date that the issue is outstanding. In effect, yield on a
variable yield issue is determined on each computation date by "looking back" at the interest
payments for such period. The regulations, however, permit an issuer of a variable-yield issue
to elect to compute the yield for annual periods ending on any date in order to permit a
matching of such yield to the expenditure of the proceeds. Any such election must be made
in writing, is irrevocable, and must be made no later than the earlier of (1) the fifth anniversary
date, or (2} the final maturity date.

Yield on a fixed interest rate issue (i.e., an issue of bonds the interest rate on which is
determined as of the date of the issue) is computed over the entire term of the issue. [ssuers
of fixed-yield issues generally use the yield computed as of the date of issue for all rebate
computations. Such yield on fixed-yield issues generally is recomputed only if (1) the issue is
sold at a substantial premium, may be retired within five years of the date of delivery, and such
date is earlier than its scheduled maturity date, or (2) the issue is a stepped-coupon bond. In
such cases, the regulations require the issuer to recompute the yield on such issues by taking
into account the early retirement value of the bonds. Similarly, recomputation may occur in
circumstances in which the issuer or bondholder modify or waive certain terms of, or rights with
respect to, the issue or in sophisticated hedging transactions. /N SUCH CIRCUMSTANCES
ISSUERS ARE ADVISED TO CONSULT McCALL, PARKHURST & HORTON L.L.P. TQ
ADDRESS THE FEDERAL INCOME TAX CONSEQUENCES OF THESE TRANSACTIONS.

For purposes of determining the principal or redemption payments on a bond, different
rules are used for fixed-rate and variable-rate bonds. The payment is computed separately on
each maturity of bonds rather than on the issue as a whele. In certain circumstances, the yield
on the bond is determined by assuming that principal on the bond is paid as scheduled and that
the bond is retired on the final maturity date for the stated retirement price. For bonds subject
to early redemption or stepped-coupon bonds, described above, or for bonds subject to
mandatory early redemption, the yield is computed assuming the bonds are paid on the early
redemption date for an amount equal to their value.

Premiums paid to guarantee the payment of debt service on bonds are taken into
account in computing the yield on the bond. Payments for guarantees are taken into account
by treating such premiums as the payment of interest on the bonds. This treatment, in effect,
raises the yield on the bond, thereby pemitting the issuer to recover such fee with excess
earnings.
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The guarantee must be an unconditional obligation of the guarantor enforceable by the
bondholder for the payment of principal or interest on the bond or the tender price of a tender
bond. The guarantee may be in the form of an insurance policy, surety bond, irrevocable letter
or line of credit, or standby purchase agreement. Importantly, the guarantor must be legally
entitled to full reimbursement for any payment made on the guarantee either inmediately or
upon commercially reasonable repayment terms. The guarantor may not be a co-obligor of the
bonds or a user of more than 10 percent of the proceeds of the bonds.

Payments for the guarantee may not exceed a reasonable charge for the transfer of
creditrisk. This reasonable charge requirement is not satisfied unless it is reasonably expected
that the guarantee will result in a net present value savings on the bond (i.e., the premium does
not exceed the present value of the interest savings resulting by virtue of the guarantee). If the
guarantee is entered into after June 14, 1989, then any fees charged for the nonguarantee
services must be separately stated or the guarantee fee is not recoverable.

The regulations also treat certain "hedging” transactions in a manner similar to qualified
guarantees., "Hedges" are contracts, e.g., interest rate swaps, futures contracts or options,
which are intended to reduce the risk of interest rate fluctuations. Hedges and other financial
derivatives are sophisticated and ever-evolving financial products with which a memorandum,
such as this, can not readily deal. IN SUCH CIRCUMSTANCES, ISSUERS ARE ADVISED

TO CONSULT McCALL, PARKHURST & HORTON L.L.P. TO ADDRESS THE FEDERAL
INCOME TAX CONSEQUENCES OF THESE TRAN ONS.

Earnings on Nonpurpose Investments

The arbitrage rebate provisions apply only to the receipts from the investment of "gross
proceeds” in "nonpurpose investments." For this purpose, nonpurpose investments are stock,
bonds or other obligations acquired with the gross proceeds of the bonds for the period prior
to the expenditure of the gross proceeds for the ultimate purpose. For example, invesiments
deposited to construction funds, reserve funds (including surplus taxes or revenues deposited
to sinking funds) ar other similar funds are nonpurpose investments, Such investments include
only those which are acquired with "gross proceeds." For this purpose, the term "gross
proceeds” includes original proceeds received from the sale of the bonds, investment earnings
from the investment of such original proceeds, amounts pledged to the payment of debt service
on the bonds or amounts actually used to pay debt service on the bands. The regulations do
not provide a sufficient amount of guidance to include an exhaustive list of "gross proceeds"
for this purpose; however, it can be assumed that "gross proceeds” represent all amounts
received from the sale of bends, amounts earned as a resuit of such sale or amounts (including
taxes and revenues) which are used to pay, or secure the payment of, debt service for the
bonds. The total amount of "gross proceeds” allocated to a bond generally ¢can not exceed the
outstanding principal amount of the bonds.

The regulations provide that an investment is allocated to an issue for the period (1)
that begins on the date gross proceeds are used to acquire the investment, and (2) that ends
on the date such investment ceases to be allocated to the issue. In general, proceeds are
allocated to a bond issue until expended for the ultimate purpose for which the bond was issued
or for which such proceeds are received (e.g., construction of a bond-financed facility or
payment of debt service an the bonds). Deposit of gross proceeds to the general fund of the
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issuer (or other fund in which they are commingled with revenues or taxes) does not eliminate
or ameliorate the Issuer's obligation to compute rebate in most cases. As such, proceeds
commingled with the general revenues of the issuer are not "freed-up" from the rebate
obligation. An exception to this commingling limitation for bonds, other than private activity
bonds, permits "investment earnings" (but not sale proceeds or other types of gross proceeds)
to be considered spent when deposited to a commingled fund if those amounts are reasonably
expected to be spent within six months. Other than for these amounts, issuers may consider
segregating investments in order to more easily compute the amount of such arbitrage earnings
by not having to allocate investments,

Special rules are provided for purposes of advance refundings. These rules are too
complex to discuss in this memorandum. Essentially, the rules relating to refundings, however,
do not require that amounts deposited to the escrow fund {o defease the prior obligations of the
issuer be subject to arbitrage rebate to the extent that the investments deposited to the escrow
fund do not have a yield in excess of the yield on the bonds. Any loss resulting from the
investment of proceeds in an escrow fund below the yield on the bonds, however, may be
recovered by combining those investments with investments deposited to other funds, e.g.,
reserve or construction funds.

The arbitrage regulations also provide an exception to the arbitrage limitations for the
investment of bond proceeds In tax-exempt obligations. As such, investment of proceeds in
tax exempt bonds eliminates the Issuer’s rebate obligation. A caveat; this exception does not
apply to gross proceeds derived allocable to a bond, which is not subject to the alternative
minimum tax under section 57(a)(5) of the Code, if invested in tax-exempt bonds subject to the
alternative minimum tax, i.e., * private activity bonds." Such “AMT-subject’ investment is treated
as a taxable investment and must comply with the arbitrage rules, inciuding rebate. Earnings
from these tax-exempt investments are subject to arbitrage restrictions, including rebate.

Similarly, the investment of gross proceeds in certain tax-exempt mutual funds are
treated as a direct investment in the tax-exempt obligations deposited in such fund. While
issuers may invest in such funds for purposes of avoiding arbitrage rebate, they should be
aware that if "private activity bonds" are included in the fund then a portion of the earnings wil
be subject to arbitrage rebate. |ssuers should be prudent in assuring that the funds do not
contain private activity bonds, -

The arbitrage regulations provide a number of instances in which earnings will be
imputed to nonpurpose investments. Receipts generally will be imputed to investments that
do not bear interest at an arm's-length (i.e., market) interest rate. As such, the regulations
adopt a "market price" rule. In effect, this rule prohibits an issuer from investing bond proceeds
in investments at a price which is higher than the market price of comparable obligations, in
‘order fo reduce the yield. Special rules are included for determining the market price for
investment contracts, ceriificates of deposit and certain U.S, Treasury obligations. For
example, to establish the fair market value of investment contracts a bidding process between
three qualified bidders must be used. The fair market value of certificates of deposit which bear
a fixed interest rate and are subject to an early withdrawal penalty is its purchase price if that
price is not less than the yield on comparable U.S. Treasury obligations and is the highest yield
available from the institution. In any event, a basic "commuon sense" rule-of-thumb that can be
used to determine whether a fair market value has been paid is to ask whether the general
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funds of the issuer would be invested at the same yield or at a higher yield. An exception to
this market price rule is available for United States Treasury Qbligations - State or Local
Government Series in which case the purchase price is always the market price.

Reimbursement and Working Capital

The regulations provide rules for purposes of determining whether gross proceeds are
used for working capital and, If 0, at what times those proceeds are considered spent. In
general, working capital financings are subject o many of the same rules that have existed
since the mid-1970s. For example, the regulations generally continue the 13-month temporary
period. By adopting a "proceeds-spent-last” rule, the reguiations also generally require that an
issuer actually incur a deficit (i.e., expenditures must exceed receipts) for the computation
period (which generally corresponds to the Issuer's fiscal year). Also, the regulations centinue
to permit an operating reserve, but unlike prior regulations the amount of such reserve may not
exceed five percent of the issuer's actual working capital expenditures for the prior fiscal year.
Another change made by the regulations is that the issuer may not finance the operating
reserve with proceeds of a tax-exempt obligation.

Importantly, the regulations contain rules for determining whether proceeds used to
reimburse an issuer for costs paid prior to the date of issue of the obligation, in fact, are
considered spent at the time of reimbursement. These rules apply to an issuer who uses
general revenues for the payment of all or a portion of the costs of a project then uses the
proceeds of the bonds to reimburse those general revenues. Failure to comply with these rules
would result in the proceeds continuing to be subject to federal income tax restrictions,
including rebate.

To qualify for reimbursement, a cost must be described in an expression (e.g.,
resolution, legislative authorization} evidencing the issuer's intent to reimburse which is made
no later than 60 days after the payment of the cost. Reimbursement must occur no later than
18 months after the later of (1) the date the cost is paid or (2) the date the project is placed in
service. Except for projects requiring an extended construction period or small issuers, in no
event can a cost be reimbursed more than three years after the cost is paid.

Reimbursement generally is not permitted for working capital; only capital costs, grants
and loans may be reimbursed. Moreover, certain anti-abuse rules apply to preventissuers from
avoiding the limitations on refundings. IN CASES INVOLVING WORKING CAPITAL OR
REIMBURSEMENT, ISSUERS ARE ADVISED TO CONTACT McCALL, PARKHURST &
HORTON L.L.P. TO ADDRESS THE FEDERAL INCOME TAX CONSEQUENCES OF THE
TRANSACTION.

Rebate Payments

Rebate payments generally are due 60 days after each installment computation date.
The interim computation dates occur each fifth anniversary of the issue date. The final
computation date is on the latest of (1) the date 60 days after the date the issue of bonds is no
longer outstanding, (2) the date eight months after the date of issue for certain short-term
obligations (i.e., obligations retired within three years), or (3) the date the issuer no longer
reasonably expects any spending exception, discussed below, to apply to the issue. On such
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payment dates, other than the final payment date, an issuer is required to pay 90 percent of
the rebatable arbitrage to the United States. On the final payment date, an issuer is required
to pay 100 percent of the remaining rebate liability.

Failure to timely pay rebate does not necessarily result in the loss of tax-exemption,
Late payments, however, are subject to the payment of interest, and uniess waived, a penalty
of 50 percent (or, in the case of private activity bonds, other than qualified 501(c)(3) bonds, 100
percent) of the rebate amount which is due. IN SUCH CIRCUMSTANCES, ISSUERS ARE
ADVISED TO CONSULT McCALL, PARKHURST & HORTON L.L.P. TO ADDRESS THE
FEDERAL INCOME TAX CONSEQUENCES OF THESE TRANSACTIONS.

Rebate payments are refundable. The issuer, however, must establish to the
satisfaction of the Commissioner of the Infernal Revenue Service that the issuer paid an
amount in excess of the rebate and that the recovery of the overpayment on that date would
not result in additional rebatable arbitrage. An overpayment of less than $5,000 may not be
recovered before the final computation date.

Alternative Penalty Amount

In certain cases, an issuer of a bond the proceeds of which are to be used for
construction may elect to pay a penalty, in lieu of rebate. The penalty may be elected in
circumstances in which the issuer expects to satisfy the two-year spending exception which is
more fully described under the heading "Exceptions to Rebate." The penalty is payable, if at
all, within 60 days after the end of each six-month period. This is more often than rebate. The
election of the alternative penaity amount would subject an issuer, which fails the two-year
spend-out requirements, to the payment of a penalty equal to one and one-half of the excess
of the amount of proceeds which was required to be spent during that period over the amount
which was actually spent during the period.

The penalty has characteristics which distinguish it from arbitrage rebate. First, the
penalty would be payable without regard to whether any arbitrage profit is actually earned.
Second, the penalty continues to accrue until either (1) the appropriate amount is expended or
(2) the issuer elects to terminate the penalty. To be able to terminate the penalty, the issuer
must meet specific requirements and, in some instances, must pay an additional penalty equal
to three percent of the unexpended proceeds.

Exceptions to Rebate

The Code and regulations provide certain exceptions to the requirement that the
excess investment earnings be rebated to the United States.

a. Small Issuers. The first exception provides that If an issuer (together with all
subordinate issuers) during a calendar yeardoes not issue tax-exempt bonds? in an aggregate

* For this purpose, "private activity bonds" neither are afforded the benefit of this
exception nor are taken into account for purposes of determining the amount of bonds
issued.
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face amount exceeding $5 million, then the obligations are not subject to rebate. Only issuers
with general taxing powers may take advantage of this exception. Subordinate issuers are
those issuers which derive their authority to issue bonds from the same issuer, e.g., a city and
a health facilities development corporation, or which are controlled by the same issuer, e.g.,
a state and the board of a public university. In the case of bonds issued for public school capital
expenditures, the $5 million cap may be increased to as much as $15 million. For purposes
of measuring whether bonds in the calendar year exceed these dollar iimits, current refunding
bonds can be disregarded if they meet certain structural requirements. Please contact McCall,
Parkhurst & Horton L.L.P. for further information.

b. Spending Exceptions.

Six-Month Exception. The second exception to the rebate requirement is available to
all tax-exempt bonds, all of the gross proceeds of which are expended during six months. The
six month rule is available to bonds issued after the effective date of the Tax Reform Act of
1986. See the discussion of effective dates on page two. For this purpose, proceeds used for
the redemption of bonds (other than proceeds of a refunding bond deposited to an escrow fund
to discharge refunded bonds) can not be taken into account as expended. As such, bonds with
8xcess gross proceeds generally can not satisfy the second exception unless the amount does
not exceed the lesser of five percent or $100,000 and such de minimis amount must be
expended within one year.

Certain gross proceeds are not subject to the spend-out requirement, including
amounts deposited to a bona fide debt service fund, to a reserve fund and amounts which
become gross proceeds received from purpose investments. These amounts themselves,
however, may be subject to rebate even though the originally expended proceeds were not.
The Code provides a special rule for tax and revenue anticipation notes (i.e., obligations issued
to pay operating expenses in anticipation of the receipt of taxes and other revenues). Such
notes are referred to as TRANs. To determine the timely expenditure of the proceeds of a
TRAN, the computation of the "cumulative cash flow deficit" is important. If the "cumulative
cash flow deficit" (i.e., the point at which the operating expenditures of the issuer on a
cumulative basis exceed the revenues of the issuer during the fiscal year) occurs within the first
six months of the date of issue and must be equal to at least 90 percent of the proceeds of the
TRAN, then the notes are deemed to satisfy the exception. This special rule requires, however,
that the deficit actually occur, not that the issuer merely have an expectation that the deficit will
occur. In fieu of the statutory exception for TRANSs, the regulations also provide a second
exception. Under this exception, 100 percent of the proceeds must be spent within six months,
but before note proceeds can be considered spent, ail other available amounts of the issuer
must be spent first ("proceeds-spent-las{” rule). In determining whether ali available amounts
are spent, a reasonable working capital reserve equal to five percent of the prior year's
expenditures may be set aside and treated as unavailable.

18-Month Exception. The regulations also establish a non-statutory exception to
arbitrage rebate if all of the gross proceeds (including investment earnings) are expended within
18 months after the date of issue. Under this exception, 15 percent of the gross proceeds must
be expended within a six-month spending period, 60 percent within a 12-manth spending period
and 100 percent within an 18-month spending period. The rule permits an issuer to rely on its
reasonable expectations for computing investment earnings which are included as gross
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proceeds during the first and second spending period. A reasonabie retainage not to exceed
five percent of the sale proceeds of the issue is not required to be spent within the 18-month
period but must be expended within 30 months. Rules similar to the six-month exception relate
to the definition of gross proceeds.

Two Year Exception. Bonds issued after December 19, 1989 (i.e., the effective date
of the Omnibus Reconciliation Act of 1989), at least 75 percent of the net proceeds of which
are to be used for construction, may be exempted from rebate if the gross proceeds are spent
within two years. Bonds more than 25 percent of the proceeds of which are used for acquisition
or working capital may not take advantage of this exception. The exception applies only to
governmental bonds, qualified 501(c)(3) bonds and private activity bonds for governmentally-
owned airports and docks and wharves. The two-year exception requires that at least 10
percent of the available construction proceeds must be expended within six months after the
date of issue, 45 percent within 12 months, 75 percent within 18 months and 100 percent within
24 months. The term "available construction proceeds" generally means sale proceeds of the
bonds together with investment earnings less amounts deposited to a qualified reserve fund
or used to pay costs of issuance. Under this rule, a reasonable retainage not to exceed five
percent need not be spent within 24 months but must be spent within 36 months.

The two-year rule aiso provides for numerous elections which must be made not later
than the date of issuance of the bonds. Once made, the elections are irrevocable. Certain
etections permit an issuer to bifurcate bond issues, thereby treating only a portion of the issue
as a qualified construction bond; and, permit an issuer to disregard earnings from reserve funds
for purposes of determining "available construction proceeds." Another election permits an
issuer to pay the alternative penalty amount discussed above in lieu of rebate if the issuer
ultimately fails to satisfy the fwo-year rule. (ssuers should discuss these elections with their
financial advisors prior to issuance of the bonds. Of course, McCall, Parkhurst & Horton L. L P.
remains available to assist you by providing legal interpretations thereof.

Debt Service Funds. Additionally, an exception to the rebate requirement, whether or
not any of the previcusly discussed exceptions are available, applies for earnings on "bona fide
debt service funds." A "bona fide debt service fund" is one in which the amounts are expended
within 13 months of the accumulation of such amounts by the issuer. [n general, most interest
and sinking funds (other than any excess taxes or revenues accumulated therein) satisfy these
requirements. For private activity bonds, short term bonds (i.e., have a tenm of less than five
years) or variable rate bonds, the exclusion is available only if the gross eamings in such fund
does not exceed $100,000, for the bond year. For other bonds issued after November 11,
1988, no limitation is applied to the gross earnings on such funds for purposes of this
exception. Therefore, subject to the foregoing discussion, the issuer is not required to take
such amounts into account for purposes of the computation.

FOR BONDS ISSUED AFTER THE EFFECTIVE DATE OF THE TAX REFORM ACT OF 1986
WHICH WERE OUTSTANDING AS OF NOVEMBER 11, 1988, OTHER THAN PRIVATE
ACTIVITY BONDS, SHORT TERM BONDS OR VARIABLE RATE BONDS, A ONE-TIME
ELECTION MAY BE MADE TO EXCLUDE EARNINGS ON "BONA FIDE DEBT SERVICE
FUNDS"” WITHOUT REGARD TO THE $100,000, LIMITATION. THE ELECTION MUST BE
MADE IN WRITING {AND MAINTAINED AS PART OF THE ISSUER'S BOOKS AND
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RECORDS) NO LATER THAN THE LATER OF MARCH 21, 1990, OR THE FIRST DATE A
REBATE PAYMENT IS REQUIRED.

Conclusion

McCall, Parkhurst & Horton L.L..P. hopes that this memorandum will prove to be useful
as a general guide to the arbitrage rebate requirements.

Again, this memorandum is not intended as an exhaustive discussion nor as specific
advice with respect to any specific transaction. We advise our clients to seek competent
financial and accounting assistance. Of course, we remain available to provide legal advice
regarding all federal income tax matters, including arbitrage rebate. If you have any questions,
please feel free to contact either Harold T. Flanagan or Faust N. Bowerman at {214) 754-9200.
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Exhibit "B"

LAW OFFICES
McCALL, PARKHURST & HORTON L.L.P.
600 CONGRESS AVENUE 717 NORTH HARWOOD 700 N. ST. MARY'S STREET
SUITE 1800 SUITE 900 SUITE 1525

AUSTIN, TEXAS 78701-3248 DALLAS, TEXAS 75201-6507 SAN ANTONIQ, TEXAS 78205-3503

TELEPHONE: (512) 476-3805 TELEPHONE: (214) 754-9200 TELEPHONE: (210} 225-2800

FACSIMILE: (312) 472-0871 FACSIMILE: (214) 754-9250 FACBIMILE: (210} 225-2084

August 29, 2011

Ms. Fiona Allen

Northem Region Manager
Trinity River Authority of Texas
5300 5. Collins

Arlington. Texas 76018

Re: Trinity River Authority of Texas
Red Oak Creek System Revenue Bonds, Series 2011

Dear Ms. Allen:

As you know, the Trinity River Authority of Texas (the "Issuer") will issue the captioned bonds m order
to provide for the acquisition and construction of the project. As aresult of that issuance, the federal income tax
laws impose certain restrictions on the investment and expenditure of amounts to be used for the project or to be
deposited to the interest and redemption fund and the reserve fund for the captioned bonds. The purpose of this
letter is to set forth, in somewhat less technical language, those provisions of the tax law which require the timely
use of bond proceeds and that investment of these amounts be at a yield which is not higher than the yield on the
captioned bonds. For this purpose, please refer to line 21(e) of the Form 8038-G included in the transcript of
proceedings for the yield on the captioned bonds. Please note that the Form 8038-G has been prepared based on
the information provided by or on your behalf by your financial advisor. Accordingly, while we believe that the
information is correct you may wish to have the yield confirmed before your rebate consultant or the paying agent
attempt to rely on it.

Generally, the federal tax laws provide that, unless excepted, amounts to be used for the project or tobe
deposited to the interest and redemption fund and the reserve fund must be invested in obligations the combined
yield on which does not exceed the yield on the bonds. Importantly, for purposes of administrative convenience,
the bonds, however, have been structured in such a way as to avoid, for the most part, this restriction on
investment yicld. They also contain certain covenants relating to expenditures of proceeds designed to alert you
to unintentional failures to comply with the laws affecting expenditures of proceeds and dispositions of property.

First, the sale and investment proceeds to be used for the new money project may be invested for up to
three years without regard to yield. (Such amounts, however, may be subject to rebate.) Thereafter, they must be
invested at or below the bond yield. Importantly, expenditure of these proceeds must be accounted in your books
and records. Allocations of these expenditures must occur within 18 months of the later of the date paid or the
date the project is completed. The foregoing notwithstanding, the allocation should not occur later than 60 days



after the earlier of (1) of five years after the delivery date of the bonds or (2) the date the bonds are retired unless
you obtain an opinion of bond counsel,

Second, the interest and redemption fund is made up of amounts which are received annually for the
payment of current debt service on all the Issuer's outstanding bonds. Any taxes or revenues deposited to the
interest and redemption fund which are to be used for the payment of current debt service on the captioned bonds,
or any other outstanding bonds, are not subject to yield restriction. By definition, current debt service refers only
to debt service to be paid within one year of the date of receipt of these amounts. For the most part, this would be
debt service in the current fiscal year. These amounts deposited to the account for current debt service may be
invested without regard to any constraint imposed by the federal income tax laws.

Third, a portion of the interest and redemption fund is permitted to be invested without regard to yield
restriction as a "minor portion.” The "minor portion" exception is available for de minimis amounts of taxes or
revenues deposited to the interest and redemption fund. The maximum amount that may be invested as part of
this account may not exceed the lesser of five percent of the principal amount of the bonds or $100,000.

In addition, the reserve fund contains an amount, which although not expended for debt service within the
current year, 1s necessary to ensure that amounts will be sufficient to pay debt service in the event that taxes or
revenues are insufficient during that period. This amount represents a reserve against periodic fluctuations in the
receipt of taxes and revenues. The Internal Revenue Code permits amounts which are held in reserve for the
payment of debt service, in such instances, to be invested without regard to yield restriction if such amounts do
not exceed the lesser of (1) 10 percent of the outstanding principal amount of all outstanding bonds, (2) maximum
anmual debt service on all outstanding bonds, or (3) 125 percent of average annual debt service on all outstanding
bonds.

Accordingly, you should review the current balance in the interest and redemption fund and the reserve
fund in order to determine if such balances exceed the aggregate amounts discussed above. Additionally, in the
future it is important that you be aware of these restrictions as additional amounts are deposited to the funds. The
amounts in these funds which are subject to yield restriction would only be the amounts which are in excess of, in
the case of the interest and redemption fund, the sum of (1) the current debt service account and (2) the "minor
portion" account and, in the case of the reserve fund, the amount which is the lesser of the three amounts
described above. Moreover, to the extent that additional bonds are issued by the Issuer, whether for new money
projects or for refunding, these amounts will change in their proportion.

The Resolution contains covenants that require the Issuer to comply with the requirements of the federal
tax laws relating to the tax-exempt obligations. The Internal Revenue Service (the "Service") has determined that
certain materials, records and information should be retained by the issuers of tax-exempt obligations for the
purpose of enabling the Service to confirm the exclusion of the interest on such obligations under the Internal
Revenue Code. Accordingly, the Issuer should retain such materials, records and information for the
periad beginning on the issue date of the captioned bonds and ending three years after the date the
captioned bonds are retired. Please note this federal tax law standard may vary from state law standards.

The material, records and information required to be retained will generally be contained in the transcript of
proceedings for the captioned bonds, however, the [ssuer should collect and retain additional materials, records
and information to ensure the continued compliance with federal tax law requirements. For example, beyond the
transcript of proceedings for the bonds, the Issuer should keep schedules evidencing the expenditure of bond
proceeds, documents relating to the use of bond-financed property by governmental and any private parties (e.g.,
leases and management contracts, if any) and schedules pertaining to the investment of bond proceeds. In the
event that you have questions relating to record retention, please contact us.



The Service also wants some assurance that any failure to comply with the federal tax laws was not due
to an issuer’s intentional disregard or gross neglect of the responsibilities imposed on it by the federal tax laws.
Therefore, to ensure post-issuance compliance, an issuer should consider adopting formalized written guidelines
to help the issuer perform diligence reviews at regular intervals. The goal is for issuers to be able to timely
identify and resolve violations of the laws necessary to maintain their obligations’ tax-favored status. While the
federal tax certificate, together with its attachments, may generally provide a basic written guideline when
incorporated in an organizations’ operations, the extent to which an organization has appropriate written
compliance procedures in place is to be determined on a case-by-case basis Moreover, the Service has indicated
that written procedures should identify the personnel that adopted the procedures, the personnel that is
responsible for monitoring compliance, the frequency of compliance check activities, the nature of the compliance
check activities undertaken, and the date such procedures were originally adopted and subsequently updated, if
applicable. The Service has stated that the adoption of such procedures will be a favorable factor that the Service
will consider when determining the amount of any penalty to be imposed on an issuer in the event of an
unanticipated and non-curable failure to comply with the tax laws.

Finally, you should notice that the Resolution contains a covenant that limits the ability of the Issuer to
sell or otherwise dispose of bond-financed property for compensation. Beginning for obligations issued after
May 15, 1997 (including certain refunding bonds), or in cases in which an issuer elects to apply new private
activity bond regulations, such sale or disposition causes the creation of a class of proceeds referred to as
"disposition proceeds.” Disposition proceeds, like sale proceeds and investment earnings, are tax-restricted
funds. Failure to appropriately account, invest or expend such disposition proceeds would adversely affect the
tax-exempt status of the bonds. In the event that you anticipate selling property, even in the ordinary course,
please contact us.

Obviously, this letter only presents a fundamental discussion of the yield restriction rules as applied to
amounts deposited to the funds, Moreover, this letter does not address the rebate consequences with respect to
the interest and redemption fund and the reserve fund. You should review the memorandum attached to the
Federal Tax Certificate as Exhibit "A" for this purpose. If you have certain concerns with respect to the matters
discussed in this letter or wish to ask additional questions with regards to certain limitations imposed, please feel
free to contact our firm. Thank you for your consideration and we look forward to our continued relationship.

Very truly yours,

McCALL, PARKHURST & HORTON L.L.P,

cc: (3. Charles Kobdish



Exhibit "C"

SCHEDULES OF FINANCIAL ADVISOR

[To be attached hereto]
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SOURCES AND USES OF FUNDS

TRA - Red Oak Creek Wastewater System
TWDB SRF Loan - Revenue Bonds, Series 2011

2009 IUP Tranche 2
Delphis Scale 96Aa less 95 bps
Scale as of 8/18/2011
*+REVISED FINAL NUMBERS**
Dated Date 10/06/2011
Delivery Date 10/06/2011
Sources:
Bond Proceeds:
Par Amount 11,710,000.00
11,716,000.00
Uses:
Project Fund Deposits:
Project Fund 10,323,921.27
Other Fund Oeposits:
Capitalized Interest Fund (through 2/1/2014) 643,309.51
Debt Service Reserve Fund 271,069.22
914,378.73
Delivery Date Expenses:
Cost af Issuance 259,000.00
TWOB Fee (1.85 bps) 212,700.00
471,700.00
11,710,000.00

Sep 27,2011 1:29 pm Prepared by FirstSouthwest {elf)
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BOND SUMMARY STATISTICS

TRA - Red Oak Creek Wastewater System
TWDB SRF Loan - Revenue Bonds, Series 2011

2009 IUP Tranche 2

Delphis Scale 96Aa less 95 bps

Scale as of 8/18/2011

**REVISED FINAL NUMBERS**

Dated Date 10/06/2011
Delivery Date 10/06/2011
First Coupon 02/01/2012
Last Maturity 02/01/2033
Arbitrage Yield 2.628272%
True Interest Cost (TIC) 2.628272%
Net Interest Cost (NIC) 2.661719%
All-In TIC 3.007605%
Average Coupon 2.661719%
Average Life {years) 13.059
Duration of Issue {years) 11.046
Par Amount 11,710,000.00
Bond Proceeds 11,710,000.00
Total Interest 4,070,452.01
Net Interest 4,070,452.01
Bond Years from Dated Date 152,925,694.44
Bond Years from Delivery Date 152,925,694.44
Total Debt Service 15,780,452.01
Maximum Annual Debt Service 986,125.00
Average Annual Debt Service 740,190.58
Underwriter's Fees (per $1000)
Average Takedown
Other Fee
Total Underwriter's Discount
Bid Price 100.000000
All-in Arhitrage
TiC TiC Yield
Par Value 11,710,000.00 11,710,000.00 11,710,000.00
+ Accrued Interest
+ Premium [Discount)
- Underwriter's Discount
- Cost of Issuance Expense -259,000.00
- Other Amounts -212,700.00
Target Value 11,710,000.00 11,238,300.00 11,710,000.00
Target Date 10/06/2011 10/06/2011 10/06/2011
Yield 2.628272% 3.007605% 2.628272%

Sep 27,2011 1:29 pm Prepared by FirstSouthwest (elf}
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BOND PRICING

TRA - Red Oak Creek Wastewater System
TWDB SRF Loan - Revenue Bonds, Series 2011
2009 IUP Tranche 2

Delphis Scale 96Aa less 95 bps

Scale as of 8/18/2011

**REVISED FINAL NUMBERS**

Maturity
Bond Component Date Amount Rate Yield Price
Serial Bond:
02/01/2015 95,000 0.300% 0.300% 100.000
02/01/2016 515,000 0.550% 0.550% 100.000
02/01/2017 525,000 0.850% 0.850% 100.000
02/01/2018 545,000 1.200% 1.200% 100.000
02/01/2019 560,000 1.450% 1.450% 100.000
02/01/2020 570,000 1.700% 1.700% 100.000
02/01/2021 600,000 1.950% 1.950% 100.000
02/01/2022 615,000 2.100% 2.100% 100.000
02/01/2023 640,000 2.300% 2.300% 100.000
02/01/2024 670,000 2.450% 2.450% 100.000
02/01/2025 700,000 2.600% 2.600% 100.000
02/01/2026 740,000 2.700% 2.700% 100.000
02/01/2027 775,000 2.800% 2.800% 100.000
02/01/2028 815,000 2.950% 2.950% 100.000
02/01/2029 855,000 3.050% 3.050% 100,000
02/01/2030 900,000 3.150% 3.150% 100.000
02/01/2031 950,000 3.200% 3.200% 100.000
02/01/2032 515,000 3.250% 3.250% 100.000
02/01/2033 125,000 3.350% 3.350% 100.000
11,710,000

Dated Date 10/06/2011

Delivery Date 10/06/2011

First Caupon 0z2/01/2012

Par Amount 11,710,000.00

Original Issue Discount

Production 11,710,000.00 100.000000%

Underwriter's Discount

Purchase Price 11,710,000.00 100.000000%

Accrued Interest

Net Proceeds 11,710,000.00

Sep 27, 2011 1:29 pm Prepared by FirstSouthwest (elf)
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NET DEBT SERVICE

TRA - Red Qak Creek Wastewater System
TWDB SRF Loan - Revenue Bonds, Series 2011
2009 IUP Tranche 2
Delphis Scale 86Aa less 95 bps
Scale as of 8/18/2011
**REVISED FINAL NUMBERS**

Capitalized

Interest Fund
Petiod Total (through Debt Service Net
Ending Principal Interest Debt Service 2/1/2014) Reserve Fund Debt Sarvice

11/30/2012 227,277.01 227,277.01 227,277.01

11/30/2013 : 277,355.00 277,355.00 277,355.00
11/30/2014 277,355.00 277,355.00 138,677.50 138,677.50
11/30/2015 95,000 277,212.50 372,212.50 372,212.50
11/30/2016 515,000 275,653.75 790,653.75 790,653.75
11/30/2017 525,000 272,006.25 797,006.25 797,006.25
11/30/2018 545,000 266,505.00 811,505.00 811,505.00
11/30/2019 560,000 259,175.00 819,175.00 819,175.00
11/30/2020 570,000 250,270.00 820,270.00 820,270.00
11/30/2021 600,000 239,575.00 839,575.00 $39,575.00
11/30/2022 615,000 227,267.50 842,267.50 842,267.50
11/30/2023 640,000 213,450.00 853,450.00 853,450.00
11/30/2024 670,000 197,882.50 867,882.50 867,882.50
11/30/2025 700,000 180,575.00 BBO,575.00 880,575.00
11/30/2026 740,000 161,485.00 901,485.00 901,485.00
11/30/2027 775,000 140,645.00 915,645.00 915,645.00
11/30/2028 815,000 117,773.75 932,773.75 932,773.75
11/30/2029 855,000 92,713.75 947,713.75 947,713.75
11/30/2030 900,000 65,500.00 965,500.00 965,500.00
11/30/2031 950,000 36,125.00 986,125.00 986,125.00
11/30/2032 515,000 12,556.25 527,556.25 527,556.25
11/30/2033 125,000 2,093.75 127,093.75 271,069.22 -143,975.47
11,710,000 4,070,452.01 15,780,452.01 643,309.51 271,069.22 14,866,073.28
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—FirsBSouthwest W
NET DEBT SERVICE

TRA - Red Oak Creek Wastewater System
TWDB SRF Loan - Revenue Bonds, Series 2011
2009 IUP Tranche 2
Delphis Scale 26Aa less 95 bps
Scale as of 8/18/2011
**REVISED FINAL NUMBERS**

Capitalized
Interest Fund
Totat {through Debt Service Net
Date Principal Interest Debt Service 2/1/2014) Reserve Fund Debt Service
02/01/2012 28,599.51 88,599.51 88,599.51
08/01/2012 138,677.50 138,677.50 138,677.50
02/01/2013 138,677.50 138,677.50 138,677.50
08/01/2013 138,677.50 138,677.50 138,677.50
02/01/2014 138,677.50 138,677.50 138,677.50
08/01/2014 138,677.50 138,677.50 138,677.50
02/01/2015 95,000 138,677.50 233,677.50 233,677.50
08/01/2015 138,535.00 138,535.00 138,535.80
02/01/2016 515,000 138,535.00 653,535.00 . 653,535.00
08/01/2016 137,118.75 137,118.75 137,118.75
02/01/2017 525,000 137,118.75 662,118.75 662,118.75
08/01/2017 134,887.50 134,887.50 134,8287.50
02/01/2018 545,000 134,887.50 679,887.50 679,887.50
08/01/2018 131,617.50 131,617.50 131,617.50
02/01/2019 560,000 131,617.50 691,617.50 651,617.50
08/01/2019 127,557.50 127,557.50 127,557.50
02/01/2020 570,000 127,557.50 697,557.50 697,557.50
08/01/2020 122,712.50 122,712.50 122,712.50
02/01/2021 600,000 122,712.50 722,712.50 722,712.50
08/01/2021 116,862.50 116,862.50 116,862.50
02/01/2022 615,000 116,862.50 731,852.50 731,862.50
08/01/2022 110,405.00 110,405.00 110,405.00
02/01/2023 640,000 110,405.00 750,405.00 750,405.00
08/01/2023 103,045.00 103,045.00 103,045.00
02/01/2024 670,000 103,045.00 773,045.00 773,045.00
08/01/2024 94,837.50 94,837.50 94,837.50
02/01/2025 700,000 94,837.50 794,837.50 794,837.50
08/01/2025 85,737.50 85,737.50 85,737.50
02/01/2026 740,000 85,737.50 825,737.50 825,737.50
08/01/2026 75,747.50 75,747.50 75,747.50
02/01/2027 775,000 75,747.50 850,747.50 850,747.50
08/01/2027 64,897.50 64,897.50 64,897.50
02/01/2028 815,000 64,897.50 879,897.50 879,897.50
08/01/2028 52,876.25 52,876.25 52,876.25
02/01/2029 855,000 52,876.25 907,876.25 907,876.25
08/01/2029 39,837.50 39,837.50 39,837.50
02/01/2030 900,000 39,837.50 939,837.50 939,837.50
08/01/2030 25,662.50 25,662.50 25,662.50
02/01/2031 950,000 25,662.50 975,662.50 975,662.50
08/01/2031 10,462.50 10,462.50 10,462.50
02/01/2032 515,000 10,462.50 525,462.50 525,462.50
08/01/2032 2,093.75 2,083.75 2,093.75
02/01/2033 125,000 2,093.75 127,093.75 271,069.22 -143,975.47
11,710,000 4,070,452.01 15,780,452.01 643,309.51 271,069.22 14,866,073.28
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FORM 8038 STATISTICS

TRA - Red Oak Creek Wastewater System
TWDB SRF Loan - Revenue Bonds, Series 2011

2009 IUP Tranche 2

Delphis Scale 96Aa less 95 bps
Scale as of 8/18/2011
**REVISED FINAL NUMBERS**

Dated Date 10/06/2011
Delivery Date 10/06/2011
Redemption
Bond Component Date Principal Coupon Price Issue Price at Maturity
Serial Bond:
02/01/2015 95,000.00 0.300% 100.000 95,000.00 95,000.00
02/01/2016 515,000.00 0.550% 100.000 515,000.00 515,000.00
02/01/2017 §25,000.00 0.850% 100.000C §25,000.00 525,000.00
02/01/2018 545,000.00 1.200% 100.000 545,000.00 545,000.00
02/01/2019 560,000.00 1.450% 100.000 $60,000.00 560,000.00
02/01/2020 570,000.00 1.700% 100.000 570,000.00 570,000.00
0z/01/2021 600,000.00 1,950% 100.000 600,000.00 600,000.00
02/01/2022 615,000.00 2.100% 100,000 615,000.00 615,000.00
02/01/2023 640,000.00 2.300% 100.000 640,000.00 640,000.00
02/01/2024 670,000.00 2.450% 100.000 670,000.00 670,000.00
02/01/2025 700,000.00 2.600% 100,000 700,000.00 700,000.00
02/01/2026 740,000.00 2.700% 100.000 740,000.00 740,000.00
02/01/2027 775,000.00 2.800% 100.000 775,000.00 775,000.00
02/01/2028 815,000.00 2.950% 100.000 815,000.00 815,000.00
02/01/2029 855,000.00 3.050% 100.000 855,000.00 £55,000.00
02/01/2030 900,000.00 3.150% 100.000 900,000.00 900,000.00
02/01/2031 §950,000.00 3.200% 100.000 950,000.00 950,000.00
02/01/2032 515,000.00 3.250% 100.000 515,000.00 515,000.00
02/01/2033 125,000.00 3.350% 100.000 125,000.00 125,000.00
11,710,000.00 11,710,000.00 11,710,000.00
Stated Weighted
Maturity Interest Issue Redemption Average
Date Rate Price at Maturity Maturity Yield
Final Maturity 02/01/2033 3.350% 125,000.00 125,000.00
Entire Issue 11,710,000.00 11,710,000.00 13.0594 2.6283%
Proceeds used for accrued interest 0.00
Praceeds used for bond issuance costs (including underwriters' discount) 259,000.00
Proceeds used for credit enhancement 0.00
Proceeds allocated to reasonably required reserve or replacement fund 271,069.22

Sep 27,2011 1:29 pm Prepared by FirstSouthwest (elf}
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COST OF ISSUANCE

TRA - Red Oak Creek Wastewater System
TWDB SRF Loan - Revenue Bonds, Series 2011
2009 IUP Tranche 2
Delphis Scale 96Aa less 95 bps
Scale as of 8/18/2011
**REVISED FINAL NUMBERS**

Cost of [ssuance $/1000 Amount
Financial Advisory Fee 4.40905 51,630.00
Financial Advisory Expenses 0.07344 860.00
Bond Counsel 5.91588 69,275.00
Bond Counsel Expenses 0.12810 1,500.00
Attorney General 0.81127 9,500.00
S8P 1.07600 12,600.00
Paying Agent 0.38429 4,500.00
Escrow Agent Fee 0.06405 750.00
TRA Administrative Fee 9,12787 106,887.34
Cusips 0.04355 510.00
Miscellaneous 0.08434 987.66

2211785 259,000.00

Sep 27,2011 1:29 pm Prepared by FirstSouthwest (elf) Page 7



FORMULA VERIFICATION

TRA - Red Oak Creek Wastewater System
TWDB SRF Loan - Revenue Bonds, Series 2011

2009 IUP Tranche 2

Delphis Scale 96Aa less 95 bps

Scale as of 8/18/2011
**REVISED FINAL NUMBERS**
Component Formula Value
EXP 212,700 212,700.00
CAPI Adjusted Bond Interest accrued through 2/1/2014
RES Total aggregate Debt Service / 21.50 3,551,069.22
RES - 3,280,000 -3,280,000.00
RES Debt Service Reserve Fund 271,069.22

Date Vi
02/01/2012 88,5959.51
08/01/2012 138,677.50
02/01/2013 138,677.50
08/01/2013 138,677.50
02/01/2014 138,677.50

643,309.51

Sep 27,2011 1:25 pm Prepared by FirstSauthwest (eif}
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AGGREGATE DEBT SERVICE

TRA - Red Oak Creek Wastewater System
TWDB SRF Loan - Revenue Bonds, Series 2011

2009 IUP Tranche 2
Delphis Scale 96Aa less 95 bps
Scale as of 8/18/2011
*¥REVISED FINAL NUMBERS**
TWDB SRF Loan
- Revenue

Period Bonds, Series Outstanding Aggregate
Ending 2011 Parity Debt Debt Service
11/30/2012 227,277.01 3,298,056.25 3,525,333.26
11/30/2013 277,355.00 3,306,531.25 3,583,886.25
11/30/2014 277,355.00 3,310,970.00 3,588,325.00
11/30/2015 372,212.50 3,312,546.25 3,684,758.75
11/30/2016 790,653.75 3,310,531.25 4,101,185.00
11/30/2017 797,006.25 3,314,310.00 4,111,316.25
11/30/2018 811,505.00 3,313,305.00 4,124,810.00
11/30/2019 819,175.00 3,311,970.00 4,131,145.00
11/30/2020 820,270.00 3,315,467.50 4,135,737.50
11/30/2021 839,575.00 3,313,887.50 4,153,462.50
11/30/2022 842,267.50 3,312,261.25 4,154,528.75
11/30/2023 853,450.00 3,305,852.50 4,159,302.5%0
11/30/2024 867,882.50 3,303,957.50 4,171,840.00
11/30/2025 880,575.00 3,300,885.00 4,181,460.00
11/30/2026 901,485.00 3,302,031.25 4,203,516.25
11/30/2027 915,645.00 3,299,765.00 4,215,410.00
11/30/2028 932,773.75 3,299,682.50 4,232,456.25
11/30/2029 947,713.75 1,444,902.50 2,392,616.25
11/30/2030 965,500.00 1,446,262.50 2,411,762.50
11/30/2031 986,125.00 1,444,361.25 2,430,486.25
11/30/2032 527,556.25 527,556.25
11/30/2033 127,093.75 127,093.75
15,780,452.01 60,567,536.25 76,347,984.26

Sep 27,2011 1:29 pm Prepared by FirstSouthwest (elf}
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Exhibit "D"

CERTIFICATE OF ELECTION PURSUANT TO SECTION 148(f)(4)(C)
OF THE INTERNAL REVENUE CODE OF 1986

[, the undersigned, being the duly authorized representative of the Trinity River Authority of Texas (the "Issuer")
hereby state that the Issuer elects the provisions of section 148(£)(4)(C) of the Internal Revenue Code of 1986 (the "Code™),
relating to the exception to arbitrage rebate for temporary investments, as more specifically designated below, with respect to
the [ssuer's Red Oak Creek System Revenue Bonds, Series 2011 (the "Bonds") which are being issued on the date of delivery
of the Bonds. The CUSIP Numnber for the Bonds is stated on the Form 8038-G filed in connection with the Bonds. The
Issuer intends to take action to comply with the two-year temporary investments exception to rebate afforded construction
certificates under section 148(£)(4)(C) of the Code. Capitalized terms have the same meaning as defined in the Federal Tax
Certificate.

1, PENALTY ELECTION. Inthe event that the Issuer should fail to expend the "available
construction proceeds" of the Bonds in accordance with the provisions of section 148(f)(4)(C) of the
Code, the Issuer elects, in lieu of rebate, the penalty provisions of section 148(E{(4(CY(vi)(D) of the Code.

m 2. RESERVEFUND ELECTION. The Issuer elects to exclude from "available construction
proceeds," within the meaning of section 148(f)(4)(C)(vi) of the Code, of the Bonds, earnings on the
Reserve Fund in accordance with section 148(D(4)(CYvi)AV) of the Code,

D 3. MULTIPURPOSE ELECTION. The Issuer elects to treat that portion of the Bonds the
proceeds of which are to be used for the payment of expenditures for construction, reconstruction or
rehabilitation of the Projects, as defined in the instrument authorizing the issuance of the Bonds, in an
amount which is currently expected to be equal to $ as a separate issue in accordance with
the provistons of section 148(f)(4)(C)Y(¥)(ID) of the Code. (Note: This election is not necessary unless
less than 75 percent of the proceeds of the Bonds will be used for construction, reconstruction or
renovation.)

" H 4. ACTUAL FACTS. Forpurposes of determining compliance with section 148(f)(c) of the
Code (other than qualification of the Bonds as a qualified construction issue), the Issuer elects to use
actual facts rather than reasonable expectations.

- d

= 5. NOELECTION. The Issuer understands that the elections which are adopted as evidenced
by the check in the box adjacent to the applicable provision are frrevecable. Further, the Issuer
understands that qualification of the Bonds for eligibility for the exclusion from the rebate requirement set
forth in section 148(f) of the Code is based on subsequent events and is unaffected by the Issuer's
expectations of such events as of the date of delivery of the Bonds. Accordingly, while failure to execute
this_certificate and to designate the intended election does not preclude qualification, it would

reclude the Issuer from the relief afforded by such election.

DATED: October 6, 2011, - -
Nttt 4
W P

J/Kevin Ward
neral Manager
Trinity River Authority of Texas
5300 8. Collins
Arlington. Texas 76018
Employer LD. Number: 75-6005084
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CLOSING CERTIFICATE

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

I, the undersigned General Manager of said Authority, hereby certify as follows:

1. That this certificate is executed for and on behalf of said Authority with reference to the
issuance and delivery of the TRINITY RIVER AUTHORITY OF TEXAS RED OAK CREEK
SYSTEM REVENUE BONDS, SERIES 2011, DATED SEPTEMBER 15, 2011, authorized by a
resolution adopted by the Board of Directors of the Issuer on August 24, 2011 (the "Bonds").

2. That, to my best knowledge and belief:

(a) the descriptions and statements of or pertaining to the Authority contained in its Application
to the Texas Water Development Board and any addenda, supplement or amendment thereto, for the
Bonds, on the date of such Application, on the date of sale of said Bonds, and on the date of the
delivery, were and are true and correct in all material respects;

(b) insofar as the Authority and its affairs, including its financial affairs, are concerned, such
Application did not and does not contain an untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading;

(¢) insofar as the descriptions and statements, including financial data, of or pertaining to
entities other than the Authority and their activities contamed in such Application are concerned, such
statements and data have been obtained from sources which the Authority believes to be reliable and
that the Authority has no reason to believe that they are untrue in any material respect.



SIGNED this BGZ' ”6 2““ )

TRINITY RIVER AUTHORITY OF TEXAS
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Ty i 500 North Akard Street
STAN DARD Lincoln Plaza, Suite 3200
Daltas, TX 75201

&PO OR S tel (214) 871-1400
reference no.: 1186032

September 15, 2011

Trinity River Authority of Texas

P.0O. Box 240

5300 S. Collins (76018)

Arlington, TX 76004

Attention: Mr. Bill Smith, Manager of Development

Re: US$11,620,000 Trinity River Authority of Texas Red Oak Creek System, Revenue Bonds,
Series 2011, dated: November 15, 2011, due: November 30, 2033

Dear Mr. Smith:

Pursuant to your request for a Standard & Poor’s rating on the above-referenced issuer, we have
reviewed the information submitted to us and, subject to the enclosed Terms and Conditions, have
assigned a rating of "AA-". Standard & Poor's views the outlook for this rating as stable. A copy
of the rationale supporting the rating is enclosed.

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on information supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification of
any information, The assignment of a rating does not create a fiduciary relationship between us
and vou or between us and other recipients of the rating. We have not consented to and will not
consent to being named an “expert” under the applicable securities laws, including without
limitation, Section 7 of the Secunities Act of 1933. The rating is not a “market rating” noris ita
recommendation to buy, hold, or sell the obligations.

This letter constitutes Standard & Poor’s permission to you to disseminate the above-assigned
rating to interested parties. Standard & Poor’s reserves the right to inform its own clients,
subscribers, and the public of the rating,

Standard & Poor’s relies on the issuer/obligor and its counsel, accountants, and other experts for
the accuracy and completeness of the information submitted in connection with the rating. This
rating is based on financial information and documents we received prior to the issuance of this
letter. Standard & Poor’s assumes that the documents you have provided to us are final. If any
subsequent changes were made in the final documents, you must notify us of such changes by
sending us the revised final documents with the changes clearly marked.
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To maintain the rating, Standard & Poor’s must receive all relevant financial information as soon
as such information is available. Placing us on a distnibution list for this information would
facilitate the process. You must promptly notify us of all material changes in the financial
information and the documents. Standard & Poor’s may change, suspend, withdraw, or place on
CreditWatch the rating as a result of changes in, or unavailability of, such information. Standard &
Poor’s reserves the righi to request additional information if necessary to maintain the rating.

Please send all information to:
Standard & Poor’s Ratings Services
Public Finance Department
55 Water Street
New York, NY 10041-0003

Standard & Poor’s is pleased to be of service to you. For more information on Standard & Poor’s,
please visit our website at www.standardandpoors.com. If we can be of help in any other way,

please call or contact us at nypublicfinance@standardandpoors.com Thank you for choosing
Standard & Poor’s and we look forward to working with you again.

Sincerely yours,

Standard & Poot's Ratings Services
a Standard & Poor's Financial Services LLC business.

th
enclosures
cc: Ms. Darlene Snodgrass

Ms. Mary M. Williams


http://www.standardandpoors.com
http://nvpublicrinancefysiandardandpoors.com

STANDARD

&POOR’S

Standard & Poor’s Ratings Services
Terms and Conditions Applicable To Public Finance Ratings

You understand and agrec that:

General. The ratings and other views of Standard & Poor’s Ratings Scrvices (“Ratings Services™) are stalements of
opimon and not statements of fact. A rating is not a recommendation to purchase, hold, or sell any securities nor does it
comment on market price, marketability, investor preference or suitability of any security. While Ratings Services
bases its ratings and other views on information provided by issuers and their agents and advisors, and other
irformation from sources it believes to be reliable, Ratings Services does not perform an audit, and undertakes no duty
of due diligence or independent venification, of any informalion 1l receives. Such information and Ratings Services’
opinions should not be relied upon in making any mvestment decision. Ratings Scrvices does not act as a “fiduciary”
or an investment advisor. Ratings Services neither recommends nor will recommend how an issuer can or should
achieve a particular rating outcome nor provides or will provide consulting, advisory, financial or structuring advice.

All Rating Actions in Ratings Services’ Sole Discretion. Ratings Services may assign, raise, lower, suspend, place on
CreditWatch, or withdraw a rating, and assign or revise an Outlook, at any time, in Ratings Services” sole discretion.
Ratings Scrvices may take any of the loregoing actions notwithstanding any request for a confidential or private rating or
a withdrawal of a rating, or termination of this Agreement. Ratings Services will not convert a public rating to a
confidential or private rating, or a private rating to a confidential rating.

Publication. Ratings Services reserves the right to use, publish, disseminate, or license others to use, publish or
disseminate the rating provided hereunder and any analytical reports, including the rationale for the rating, unless you
specifically request in connection with the initial rating that the rating be assigned and maintained on a confidential or
private basis. If, however, a confidential or private rating or the existence of a confidential or privatc rating
subsequently becomes public through disclosure other than by an act of Ratings Services or its affiliates, Ratings
Services reserves the right to treat the rating as a public rating, including, without limitation, publishing the rating and
any related analytical reports. Any analytical reports published by Ratings Services are not issued by or on behalf of you
or at your request. Notwithstanding anything to the contrary herein, Ratings Services reserves the right to use, publish,
disseminate or license others to use, publish or disseminate analytlical reports with respect (o public ratings that have been
withdrawn, regardless of the reason for such withdrawal. Ralings Scrvices may publish explanations of Ratings Services’
ratings criteria from time to time and nothing 1n this Agreement shall be construed as hmiting Ratings Services™ ability
to modify or refine Hs ratings criteria at any time as Ratings Services deems appropriate,

Information to be Provided by You. For so long as this Agreement is in effect, in connection with the rating provided
hereunder, you warrant that you will provide, or cause to be provided, as promptly as practicable, to Ratings Services
all information requesicd by Ratings Services in accordance with its applicable published ratings criteria.  The rating,
and the maintenance of the rating, may be affected by Ratings Services’ opinion of the information received from you
or your agents or advisors. You [urther warrant that all information provided Lo Ratings Services by you or your agents
or advisors regarding the rating or, if appheable, surveillance of the rating, as of the date such information is provided,
(1) is true, accurate and complete in all material respects and, in light of the circumstances in which it was provided, not
misleading and (ii) does not infringe or violate the intellectual property rights of a third party. A material breach of the
warranties in this paragraph shall constitule a material breach of this Apreement.

Confidential Information. For purposes of (his Agreement, “Conlidential Information™ shall mean verbal or written
information that you or your agents or advisors have provided to Ratings Services and, in a specific and particularized
manner, have marked or otherwise indicated in writing (either prior to or promptly following such disclosure) that such

PF Ratings U.S5. [05/17/11)



information is “Confidential”. Notwithstanding the foregoing, imformation disclosed by you or your agents or advisors
to Ratings Services shall not be deemed to be Confidential Information, and Ratings Services shall have no obligation
to treat such information as Confidential Information, if such information (i) was known by Ratings Services or its
affiliates at the time of such disclosure and was not known by Ratings Services to be subject to a prohibition on
disclosure, (i) was known to the public at the time of such disclosure, (iii) becomes known to the public (other than
by an act of Ratings Services or its affiliates) subsequent to such disclosure, (iv) is disclosed to Ratings Services or its
affiliates by a third party subsequent to such disclosure and Ratings Services reasonably believes that such third party’s
disclosure to Ratings Services or its affiliales was not prohibited, (v) is developed independently by Ratings Services or
its affiliates without reference to the Confidential Information, (vi) is approved in writing by you for pubhec disclosure,
or (vi1) 1s required by law or regulation to be disclosed by Ratings Services or its affihates. Ratings Services is aware
that U.S. and state securities laws may impose restrictions on trading in securities when in possession of material, non-
public information and has adopted securities trading and communication policies to that effect.

Ratings Scrvices” Use of Information. Except as otherwise provided herein, Ratings Services shall not disclose
Confidential Information to third parties. Ratings Services may (i) use Confidential Information to assign, raise, lower,
suspend, place on CreditWatch, or withdraw a rating, and assign or revise an Outlook, and (i1) share Confidential
Information with its affiliates engaged in the ratings business who are bound by appropriate confidentiality obligations; in
each case, subject to the restrictions contained herein, Ratings Services and such affiliates may publish information
derived from Confidential Information. Ratings Services may also use, and share Confidential Information with any of its
affiliates or agents engaged in the ratings or other financial services businesses who are bound by appropriate
confidentiality obligations (“Relevant Affiliates and Agents™), for modelling, benchmarking and research purposes; in
each case, subject to the restrictions contained herein, Ratings Services and such affiliates may publish information
denived from Confidential Information. With respect to structured finance ratings not maintained on a confidential or
private basis, Ratings Services may publish data aggregated from Confidential Information, excluding data that is specific
to and identifies individual debtors (“Relevant Data™), and share such Confidential Information with any of its Relevant
Aftiliates and Agents for general market dissemination of Relevant Data, you conflirm that, 1o the best of your knowledge,
such publication would not breach any confidentiality obligations you may have toward third parties. Ratings Scrvices
will comply with all applicable U.S. and state laws, rules and regulations protecting personally-identifiable information
and the privacy nighls of individuals. Ratings Services acknowledges that you may be entitled to seek specific
performance and injunctive or other cquitable rclief as a remedy for Ratings Services® disclosure of Confidential
Information in violation of this Agreement. Ratings Services and its affiliates reserve the right to use, publish,
disseminate, or license others to use, publish or disseminate any non-Confidential Information provided by you, your
agents or advisors.

Ratings Scrvices Not an Expert, Underwriter or Seller under Securities Laws. Ratings Services has not consented to
and will not consent to being named an “expert” or any similar designation under any applicable securities laws or
other regulatory guidance, rules or recommendations, including without limitation, Section 7 of the U.S. Securities Act
of 1933. Ratings Services is not an "underwriter" or "seller” as those terms are defined under applicable securities laws
or other regulatory guidance, rules or recommendations, including without limitation Sections 11 and 12(a)(2) of the
U.S. Securities Act of 1933. Rating Services has not performed the role or tasks associated with an "underwriter" or
"seller” under the United States federal securities laws or other regulatory guidance, rules or recommendations in
connection with this engagement.

Office of Foreign Assets Control. As of the date of this Agreement, (a) neither you nor the issuer (if you are not the
issuer) or any of your or the issuer’s subsidiaries, or any director or corporate officer of any of the foregoing entities, is
the subject of any U.S. sanctions admimstered by the Office of Foreign Assets Control of the U.S. Department of the
Treasury (“OFAC Sanctions™), (b) neither you nor the issuer (if you are not the issuer) is 50% or more owned or
controlled, directly or indirectly, by any person or entity (“parent™) that is the subject of OFAC Sanctions, and (¢} to
the best of your knowledge, no entity 50% or more owned or controlled by a direct or indirect parent of you or the
issuer (if you are not the issuer) is the subject of OFAC sanctions. For so long as this Agreement is in effect, you will
promptly notify Ratings Services if any of these circumstances change.

PF Ratings U.S5. (05/17/11)



Ratings Services” Use of Confidential and Private Ratings. Ratings Services may use confidential and private ratings in
its analysis of the debt issued by collateralized debt obligation (CDO) and other investment vehicles. Ratings Services

may disclose a confidential or privale raling as a confidential credit estimate or assessment to the manapers of CDO
and similar investment vehicles. Ratings Services may permit CDO managers to use and disseminate credit estimates or
assessments on a limited basis and subject to varicus restrictions; however, Ratings Services cannot control any such
use or dissemination.

Bntire Agreement. Nothing in this Agreement shall prevent you, the issuer (if you are not the issuer) or Ratings
Services from acting n accordance with applicable laws and regulations. Subject to the prior sentence, this Apreement,
including any amendment made in accordance with the provisions hereof, constitutes the complete and entire
agreement between the parties on all matters regarding the rating provided hereunder. The terms of this Agreement
supersede any other terms and conditions relating to information provided to Ratings Services by you or your agents
and advisors hereunder, including without limitation, terms and conditions found on, or applicable to, websites or other
means through which you or your agents and advisors make such information available to Ratings Scrvices, regardless
if such terms and conditions are entered into before or after the date of this Agreement. Such terms and conditions
shall be null and void as to Ratings Services,

Limitation on Damages. Rattngs Services does not and canmot guarantee the accuracy, completeness, or timeliness of
the information relied on in connection with a rating or the results obtained from the use of such information.
RATINGS SERVICES GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLLUDING, BUT NOT LIMITED
TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE,
Ratings Services, its affiliates or third party providers, or any of their officers, directors, shareholders, employees or
agents shall not be liable to you, your affiliates or any person asserting claims on your behalf, directly or indirectly, for
any inaccuracies, errors, or omissions, in each case regardless of cause, actions, damages (consequential, special,
indirect, incidental, punitive, compensatory, exemplary or otherwise), claims, liabilities, costs, expenses, legal fees or
tosses (including, without limitation, lost income or lost profits and opportunity costs) in any way arising out of or
relating to the rating provided hereunder or the related analytic services even il advised of the possibility of such
damages or other amounts except to the extent such damages or other amounts are finally determined by a court of
competent jurisdiction in a proceeding in which you and Ratings Services are parties to result from gross negligence,
intentional wrongdoing, or willful misconduct of Ratings Services, In furtherance and not in limitation of the
foregoing, Ratings Services will not be liable to you, your affiliates or any person asserting claims on your behalf in
respecl of any decisions alleged to be made by any person based on anything that may be perceived as advice or
recommendations. In the event that Ratings Services is nevertheless held liable to you, your affiliates, or any person
asserting claims on your behalf for monelary damages under this Agreement, in no event shall Ratings Services be
liable in an aggregate amount in excess of US$5.000,000 ecxcept to the extent such monetary damages directly result
from Ratings Services” intentional wrongdoing or willful misconduct. The provisions of this paragraph shall apply
regardless of the form of action, damage, claim, liability, cost, expense, or loss, whether in contract, statute, tort
(including, without limitation, negligence), or otherwisc. Neither parly waives any protections, privileges, or defenses
it may have under law, including but not limited to, the First Amendment of the Constitution of the United States of
Amenica,

Termination of Apreement.  This Agreement may be terminated by either party at any time upon written notice to the
other party. Except where expressly limited to the term of this Agreement, these Terms and Conditions shall survive the
termination of this Agreement.

No Third-Party Beneficiaries. Nothing in this Agreement, or the rating when issued, is intended or should be
construed as creating any rights on behalf of any third partics, including, without limitation, any recipient of the rating,
No persen is intended as & third party beneficiary of this Agreement or of the rating when issued.

Binding Effect. This Agrecment shall be binding on, and inure to the benefit of, the parties hereto and their successors
and assigns.
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Severability. In the event that any term or provision of this Agreement shall be held to be invalid, void, or
uncnforceable, then the remainder of this Agreement shall not be affected, impaired, or invalidated, and each such term
and provision shall be valid and enlorceable to the fullest extent permitted by law.

Amendments. This Agreement may not be amended or superseded except by a writing that specifically refers to this
Agreement and is executed manually or electronically by authorized representatives of both parties.

Rescrvation of Rights. The parties to this Agreement do not waive, and reserve the right to contest, any issues
regarding sovereign mmmunity, the applicable goverming law and the appropriate forum [or resolving any dispules
arismg out of or relating to this Agreement.

PF Ratings U.S. (05/17/11)
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PAYING AGENT/REGISTRAR AGREEMENT

THIS AGREEMENT entered into as of September 15, 2011 (this "Agreement"), by and between
Trinity River Authority of Texas (the "Issuer”), and The Bank of New York Mellon Trust Company, National
Association (the "Bank").

RECITALS

WHEREAS, the Issuer has duly authorized and provided for the issuance of its Red Oak Creek
System Revenue Bonds, Series 2011 (the "Securities"), such Securities to be issued in fully registered form only
as to the payment of principal and interest thereon; and

WHEREAS, the Issuer has selected the Bank to serve as Paying Agent/Registrar in connection with
the payment of the principal of, premium, if any, and interest on said Securities and with respect to the
registration, transfer, and exchange thereof by the registered owners thereof; and

WHEREAS, the Bank has agreed to serve in such capacities for and on behalf of the Issuer and has
full power and authority to perform and serve as Paying Agent/Registrar for the Securities;

NOW, THEREFORE, it is mutually agreed as follows:
ARTICLE ONE

APPOINTMENT OF BANK AS
PAYING AGENT AND REGISTRAR

Section 1.01. Appointment.

The Issuer hereby appoints the Bank to serve as Paying Agent with respect to the Securities. As
Paying Agent for the Securities, the Bank shall be responsible for paying on behalf of the Issuer the principal,
premium (if any}, and interest on the Securities as the same become due and payable to the registered owners
thereof, all in accordance with this Agreement and the "Order" (hereinafter defined).

The Issuer hereby appoints the Bank as Registrar with respect to the Securities. As Registrar for the
Securities, the Bank shall keep and maintain for and on behalf of the Issuer books and records as to the
ownership of said Securities and with respect to the transfer and exchange thereof as provided herein and in
the "Order."

The Bank hereby accepts its appointment, and agrees to serve as the Paying Agent and Registrar for
the Securities.

Section 1.02. Compensation.

As compensation for the Bank's services as Paying Agent/Registrar, the Issuer hereby agrees to pay
the Bank the fees and amounts set forth in Schedule A attached hereto for the first year of this Agreement and
thereafter the fees and amounts set forth in the Bank's current fee schedule then in effect for services as Paying
Agent/Registrar for municipalities, which shall be supplied to the Issuer on or before 90 days prior to the close
of the Fiscal Year of the Issuer, and shall be effective upon the first day of the following Fiscal Year.



In addition, the Issuer agrees to reimburse the Bank upon its request for all reasonable expenses,
disbursements, and advances incurred or made by the Bank in accordance with any of the provisions hereof
(including the reasonable compensation and the expenses and disbursements of its agents and counsel).

ARTICLE TWO
DEFINITIONS

Section 2.01. Definitions.

For all purposes of this Agreement, except as otherwise expressly provided or unless the context
otherwise requires:

"Acceleration Date" on any Security means the date on and after which the principal or any or all
installments of interest, or both, are due and payable on any Security which has become accelerated pursnant
to the terms of the Security.

“Bank Office" means the principal corporate trust office of the Bank as indicated on the signature page
hereof. The Bank will notify the Issuer in writing of any change in location of the Bank Office.

"Financial Advisor" means First Southwest Company.
"Fiscal Year" means the fiscal year of the Issuer, ending November 30.

"Holder" and "Security Holder" each means the Person in whose name a Security is registered in the
Security Register.

"Issuer Request" and "Essuer Order” means a written request or order signed in the name of the Issuer
by the President of the Board of Trustees of the Issuer, any one or more of said officials, delivered to the Bank.

"Legal Holiday" means a day on which the Bank 1s required or authorized to be closed.

"Order" means the order, ordinance, or resolution of the goveming body of the Issuer pursuant to which
the Sccurities are issued, certified by the Secretary of the Board of Trustees or any other officer of the Issuer
and delivered to the Bank.

"Person” means any individual, corporation, partnership, joint venture, association, joint stock
company, trust, unincorporated organization, or government, or any agency or political subdivision of a
government.

"Predecessor Securities” of any particular Security means every previous Security evidencing all or
a portion of the same obligation as that evidenced by such particular Security {and, for the purposes of this
definition, any mutilated, lost, destroyed, or stolen Security for which a replacement Security has been
registered and delivered in lieu thereof pursuant to Section 4.06 hereof and the Order).

"Record Date" means the last business day of the month next preceding payment.

"Redemption Date” when used with respect to any Bond to be redeemed means the date fixed for such
redemption pursuant to the terms of the Order.



"Responsible Officer” when used with respect to the Bank means the Chairman or Vice-Chairman of
the Board of Directors, the Chairman or Vice-Chairman of the Executive Committee of the Board of Directors,
the President, any Vice President, the Secretary, any Assistant Secretary, the Treasurer, any Assistant
Treasurer, the Cashier, any Assistant Cashier, any Trust Officer or Assistant Trust Officer, or any other officer
of the Bank customarily performing functions similar to those performed by any of the above designated
officers and also means, with respect to a particular corporate trust matter, any other officer to whom such
matter is referred because of his knowledge of and familiarity with the particular subject.

"Security Register” means a register maintained by the Bank on behalf of the Issuer providing for the
registration and transfer of the Securities.

"Stated Maturity” means the date specified in the Order the principal of a Security is scheduled to be
due and payable.

Section 2.02. Other Definitions.

The terms "Bank," "Issuer" and "Securities (Security)" have the meanings assigned to them in the
recital paragraphs of this Agreement.

The term "Paying Agent/Registrar” refers to the Bank in the performance of the duties and functions
of this Agreement.

ARTICLE THREE
PAYING AGENT

Section 3.01. Duties of Paying Agent.

As Paying Agent, the Bank shall, provided adequate collected funds have been provided to it for such
purpose by or on behalf of the Issuer, pay on behalf of the Issuer the principal of each Security at its Stated
Maturity, Redemption Date, or Acceleration Date, to the Holder upon surrender of the Security to the Bank
at the Bank Office.

As Paying Agent, the Bank shall, provided adequate collected funds have been provided to it for such
purpose by or on behalf of the Issuer, pay on behalf of the Issuer the interest on each Security when due, by
computing the amount of interest to be paid each Holder and preparing and sending checks by United States
mail, first-class postage prepaid, on each payment date, to the Holders of the Securities (or their Predecessor
Securities) on the respective Record Date, to the address appearing on the Security Register or by such other
method, acceptable to the Bank, requested in writing by the Holder at the Holder's risk and expense.

Section 3.02. Payment Dates.

The Issuer hereby instructs the Bank to pay the principal of and interest on the Securities on the dates
specified in the Order.

Section 3.03. Reporting Requirements.

To the extent required by the Code or the Treasury Regulations, the Bank shall report to the Holders
and the Internal Revenue Service the amount of interest paid or the amount treated as interest accrued on the
Bonds which is required to be reported by the Holders on their returns of federal income tax.



ARTICLE FOUR
REGISTRAR

Section 4.01, Security Register - Transfers and Exchanpes.

The Bank agrees to kesp and maintain for and on behalf of the Issuer at the Bank Office books and
records (herein sometimes referred to as the "Security Register") and, if the Bank Office is located outside the
State of Texas, a copy of such books and records shall be kept in the State of Texas, for recording the names
and addresses of the Holders of the Securities, the transfer, exchange, and replacement of the Securities and
the payment of the principal of and interest on the Securities to the Holders and containing such other
mformation as may be reasonably required by the Issuer and subject to such reasonable regulations as the
Issuer and the Bank may prescribe. All transfers, exchanges, and replacement of Securities shall be noted in
the Security Register.

Every Security surrendered for transfer or exchange shall be duly endorsed or be accompanied by a
written instrument of transfer, the signature on which has been guaranteed by an officer of a federal or state
bank or a member of the National Association of Securities Dealers, in form satisfactory to the Bank, duly
executed by the Holder thereof or his agent duly authorized in writing.

The Bank may request any supporting documentation it feels necessary to effect a re-registration,
transfer, or exchange of the Securities.

To the extent possible and under reasonable circumstances, the Bank agrees that, in relation to an
exchange or transfer of Securities, the exchange or transfer by the Holders thereof will be completed and new
Securities delivered to the Holder or the assignee of the Holder in not more than three (3) business days afier
the receipt of the Securities to be cancelled in an exchange or transfer and the written instrument of transfer
or request for exchange duly executed by the Holder, or his duly authorized agent, in form and manner
satisfactory to the Paying Agent/Registrar.

Section 4,02, Certificates.

The Issuer shall provide an adequate inventory of printed Securities to facilitate transfers or exchanges
thereof. The Bank covenants that the inventory of printed Securities will be kept in safekeeping pending their
use, and reasonable care will be exercised by the Bank in maintaining such Securities in safekeeping, which
shall be not less than the care maintained by the Bank for debt securities of other political subdivisions or
corporations for which it serves as registrar, or that is maintained for its own securities. :

Section 4.03. Form of Security Register.

The Bank, as Registrar, will maintain the Security Register relating to the registration, payment,
transfer and exchange of the Securities in accordance with the Bank's general practices and procedures in effect
from time to time. The Bank shall not be obligated to maintain such Security Register in any form other than
those which the Bank has currently available and currently utilizes at the time,

The Security Register may be maintained in written form or in any other form capable of being
converted into written form within a reasonable time.



Section 4.04. List of Security Holders.

The Bank will provide the Issuer at any time requested by the Issuer, upon payment of the required fee,
a copy of the information contained in the Security Register. The Issuer may also inspect the information
contained in the Security Register at any time the Bank is customarily open for business, provided that
reasonable time is allowed the Bank to provide an up-to-date listing or to convert the information into written
form.

The Bank will not release or disclose the contents of the Security Register to any person other than to,
or at the written request of, an authorized officer or employee of the Issuer, except upon receipt of a court order
or as otherwise required by faw. Upon receipt of a court order and prior to the release or disclosure of the
contents of the Secunity Register, the Bank will notify the Issuer so that the Issuer may contest the court order
or such release or disclosure of the contents of the Secunity Register.

Section 4.05. Cancellation of Certificates.
All certificates surrendered to the Bank, at the designated Payment/Transfer Office, for payment,
redemption, transfer or replacement, shall be promptly cancelled by the Bank. The Bank will provide to the

Issuer, at reasonable intervals determined by it, a certificate evidencing the destruction of cancelled certificates.

Section 4.06. Mutilated, Destroyed, Lost, or Stolen Securities.

The Issuer hereby instructs the Bank, subject to the applicable provisions of the Order, to deliver and
1ssue Securities in exchange for or in lieu of mutilated, destroyed, iost, or stolen Securities as long as the same
does not result in an overissuance.

In case any Security shall be mutilated, or destroyed, lost, or stolen, the Bank, in its discretion, may
execute and deliver a replacement Security of like form and tenor, and in the same denomination and bearing
a number not contemporaneously outstanding, in exchange and substitution for such mutilated Security, or m
lieu of and in substitution for such destroyed lost or stolen Security, only after (I) the filing by the Holder
thereof with the Bank of evidence satisfactory to the Bank of the destruction, loss or theft of such Security, and
of the authenticity of the ownership thereof and (i1) the furnishing to the Bank of indemnification in an amount
satisfactory to hold the Issuer and the Bank harmless. All expenses and charges associated with such indemnity
and with the preparation, execution and delivery of a replacement Security shall be borne by the Holder of the
Security mutilated, or destroyed, lost or stolen.

Section 4.07. Transaction Information to Issuer.

The Bank will, within a reasonable time after receipt of written request from the Issuer, furnish the
Issuer information as to the Securities it has paid pursuant to Section 3.01, Securities it has delivered upon the
transfer or exchange of any Securities pursuant to Section 4.01, and Securities it has delivered in exchange for
or in lieu of mutilated, destroyed, lost, or stolen Securities pursuant to Section 4.06.



ARTICLE FIVE
THE BANK

Section 5.01. Duties of Bank.

The Bank undertakes to perform the duties set forth herein and agrees to use reasonable care in the
performance thereof.

The Bank is also authorized to transfer funds relating to the closing and initial delivery of the securities
in the manner disclosed in the closing memorandum approved by the Issuer as prepared by the Issuer’s financial
advisor or other agent. The Bank may act on a facsimile or e-mail transmission of the closing memorandum
acknowledged by the financial advisor or the Issuer as the final closing memorandum. The Bank shall not be
liable for any losses, costs or expenses arising directly or indirectly from the Bank's reliance upon and
compliance with such instructions.

Section 5.02. Reliance on Documents, Etc.

(a) The Bank may conclusively rely, as to the truth of the statements and correctness of the
opintons expressed therein, on certificates or opiions fumnished to the Bank.

(b) The Bank shall not be liable for any error of judgment made in good faith by a Responsible
Officer, unless it shall be proved that the Bank was negligent in ascertaining the pertinent facts.

© No provisions of this Agreement shall require the Bank to expend or risk its own funds or otherwise
incur any financial liability for performance of any of its duties hereunder, or in the exercise of any of its rights
or powers, if it shall have reasonable grounds for believing that repayment of such funds or adequate indemnity
satisfactory to it against such risks or liability is not assured to it.

(d) The Bank may rely and shall be protected in acting or refraining from acting upon any resolution,
certificate, statement, instrument, opinion, report, notice, request, direction, consent, order, bond, note, security,
or other paper or document believed by it to be genuine and to have been signed or presented by the proper
party or parties. Without limiting the generality of the foregoing statement, the Bank need not examine the
ownership of any Securities, but is protected in acting upon receipt of Securities containing an endorsement
or instruction of transfer or power of transfer executed in accordance with Section 4.01 hereof, which appears
on its face to be signed by the Holder or an agent of the Holder. The Bank shall not be bound to make any
investigation into the facts or matters stated in a resolution, certificate, statement, instrument, opinion, report,
notice, request, direction, consent, order, bond, note, security, or other paper or document supplied by Issuer.

(¢) The Bank may consult with counsel, and the written advice of such counsel or any opinion of
counsel shall be full and complete authorization and protection with respect to any action taken, suffered, or
omitted by it hereunder in good faith and in reliance thereon.

() The Bank may exercise any of the powers hereunder and perform any duties hereunder either
directly or by or through agents or attorneys of the Bank.

Section 5.03. Recitals of Issuer.

The recitals contained herein with respect to the Issuer and in the Securities shall be taken as the
statements of the Issuer, and the Bank assumes no responsibility for their correctness.



The Bank shall in no event be liable to the Issuer, any Holder or Holders of any Security, or any other
Person for any amount due on any Security from its own funds.

Section 5.04. May Hold Securities.

The Bank, m its individual or any other capacity, may become the owner or pledgee of Securities and
may otherwise deal with the Issuer with the same rights it would have if it were not the Paying Agent/Registrar, -
or any other agent.

Section 5.05. Moneys Held by Bank,

The Bank shall deposit any moneys received from the Issuer into a trust account to be held in a
fiduciary capacity for the payment of the Securities, with such moneys in the account that exceed the deposit
insurance available to the Issuer by the Federal Deposit Insurance Corporation, to be fully collateralized with
securities or obligations that are eligible under the laws of the State of Texas to secure and be pledged as
collateral for trust accounts until the principal and interest on such securities have been presented for payment
and paid to the owner thereof. Payments made from such trust account shall be made by check drawn on such
trust account unless the owner of such Securities shall, at its own expense and risk, request such other medium
of payment.

Subject to the Unclaimed Property Law of the State of Texas, any money deposited with the Bank for
the payment of the principal, premium (if any), or interest on any Security and remaining unclaimed for three
years after the final maturity of the Security has become due and payable will be paid by the Bank to the Issuer
if the Issuer so clects, and the Holder of such Security shall hereafter look only to the Issuer for payment
thereof, and all liability of the Bank with respect to such monies shall thereupon cease. If the Issuer does not
elect, the Bank is directed to report and dispose of the funds in compliance with Title Six of the Texas Property
Code, as amended.

Section 3,06, Indemnification,

To the extent permitted by law, the Issuer agrees to indemnify the Bank, its directors, officers, and
employees, and hold it harmless against, any loss, liability, or expense incurred without negligence or bad faith
on its part, arising out of or in connection with its acceptance or administration of its duties hereunder,
including the cost and expense against any claim or liability in connection with the exercise or performance of
any of its powers or duties under this Agreement.

Section 5.07. Interpleader.

The Issuer and the Bank agree that the Bank may seek adjudication of any adverse claim, demand, or
controversy over its person as well as funds on deposit, in either a Federal or State District Court located in
the State and County where the administrative offices of the Issuer is located, and agree that service of process
by certified or registered mail, return receipt requested, to the address referred to in Section 6.03 of this
Agreement shall constitute adequate service. The Issuer and the Bank further agree that the Bank has the right
to file a Bill of Interpleader in any court of competent jurisdiction within the State of Texas to determine the
rights of any Person claiming any intercst herein.



Section 5.08. Depository Trust Company Services.

It is hereby represented and warranted that, in the event the Securities are otherwise qualified and
accepted for "Depository Trust Company" services or equivalent depository trust services by other
organizations, the Bank has the capability and, to the extent within its control, will comply with the
"Operational Arrangements,” effective August 1, 1987, which establishes requirements for securities to be
eligible for such type depository trust services, including, but not limited to, requirements for the timeliness of
payments and funds availability, transfer turnaround time, and notification of redemptions and calls.

ARTICLE SIX
MISCELLANEOUS PROVISIONS

Section 6.01. Amendment.

This Agreement may be amended only by an agreement in writing signed by both of the parties hereto.

Section 6.02. Assignment.

This Agreement may not be assigned by either party without the prior written consent of the other.

Section 6.03. Notices.

Any request, demand, authorization, direction, notice, consent, waiver, or other document provided or
permitted hereby to be given or furnished to the Issuer or the Bank shall be mailed or delivered to the Issuer

or the Bank, respectively, at the addresses shown on the signature page of this Agreement.

Section 6.04. Effect of Headings.

The Article and Section headings herein are for convenience only and shall not affect the construction
hereof.

Section 6.05. Successors and Assigns,

All covenants and agreements herem by the Issuer and the Bank shall bind their respective successors
and assigns, whether so expressed or not.

Section 6.06. Merger, Conversion, Consolidation, or Succession.

Any corporation into which the Paying Agent may be merged or converted or with which it may be
consolidated, or any corperation resulting from any merger, conversion or consolidation to which the Paying
Agent shall be a party, or any corporation succeeding to all or substantially all of the corporate trust business
of the Bank shall be the successor of the Paying Agent hereunder without the execution or filing of any paper
or any further act on the part of either of the parties hereto, provided that the successor or resulting corporation
is a bank, trust company, financial institution or other agency competent and legally qualified to act as Paying
Agent/Registrar under this Agreement and the Order. The Paying Agent shall provide immediate notice to the
Issuer of any such pending merger, conversion, consolidation or of any such pending transfer to a successor
corporation.



Section 6.07. Severability.

In case any provision herein shall be invalid, illegal, or unenforceable, the validity, legality, and
enforceability of the remaining provisions shall not in any way be affected or impaired thereby.

Section 6.08. Benefits of Agreement.

Nothing herein, express or implied, shall give to any Person, other than the parties hereto and their
successors hereunder, any benefit or any legal or equitable right, remedy, or claim hereunder.

Section 6.09. Entire Agreement.

This Agreement and the Order constitute the entire agreement between the parties hereto relative to the
Bank acting as Paying Agent/Registrar and if any conflict exists between this Agreement and the Order, the
Order shall govern.

Section 6.10. Counterparts.

This Agreement may be executed in anty number of counterparts, each of which shall be deemed an
original and all of which shall constitute one and the same Agreement.

Section 6,11, Termination.

This Agreement will terminate (I) on the date of final payment of the principal of and interest on the
Securities to the Holders thereof or (i1) may be earlier terminated by either party upon sixty (60) days written
notice; provided, however, an early termination of this Agreement by either party shall not be effective until
(a) a successor Paying Agent/Registrar has been appointed by the Issuer and such appointment accepted and
(b) notice has been given to the Holders of the Securities of the appointment of a successor Paying
Agent/Registrar. If the 60-day notice period expires and no successor has been appointed, the Bank, at the
expense of the Issuer, has the right to petition a court of competent jurisdiction to appoint a successor under
the Agreement. Furthermore, the Bank and Issuer mutually agree that the effective date of an early termination
of this Agreement shall not occur at any time which would disrupt, delay or otherwise adversely affect the
payment of the Securities.

Upon an early termination of this Agreement, the Bank agrees to promptly transfer and deliver the
Security Register (or a copy thereof), together with other pertinent books and records relating to the Securities,
to the successor Paying Agent/Registrar designated and appointed by the Issuer.

The provisions of Section 1.02 and of Article Five shall survive and remain in full force and effect
following the termination of this Agreement.

Section 6.12. Governing Law.

This Agreement shall be construed in accordance with and governed by the laws of the State of Texas.



IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day and year
first above written.

THE BANK OF NEW YORK MELLON TRUST COMPANY,

NATIONAL ASSOCIATION
By
Title oc\a \

————

2001 Bryan St, 1 1th Floor
Dallas, Texas 75201

TRINITY RIVER AUTHORITY OF TEXAS

ByW

@efieral Manager

5300 S. Coltins, Arlington, Texas 76018
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SCHEDULE A

Paying Agent/Registrar Fee Schedule
[To be supplied by the Bank]



>

BNY MELLON
CORPORATE TRUST

Fee Schedule

Trinity River Authority of Texas Red Oak Creek System Revenue Bonds Series 2011

&

3p!
A one-time charge covering the Bank Officer’s review of governing documents, communication with members
of the closing party, including representatives of the issuer, investment banker(s) and attorney(s), establishment
of procedures and controls, set-up of trust accounts and tickler suspense items and the receipt and
disbursement/investment of bond proceeds. This fee is payable on the closing date.

n

An annual charge covering the normal paying agent duties related to account administration and bondholder
services. Our pricing is based on the assumption that the bonds are DTC-eligible/book-entry only. If the bonds
are certificated or physical, then we will have to charge an additional $1000 per year as a paying agent. This
fee is payable annually, in advance.

The charges for performing extraordinary or other services not contemplated at the time of the execution of the
transaction or not specifically covered elsewhere in this schedule will be commensurate with the service to be
provided and may be charged in BNY Mellon’s sole discretion. If it is contemplated that the Trustee hold
and/or value collateral or enter into any investment contract, forward purchase or similar or other agreement,
additional acceptance, administration and counsel review fees will be applicable to the agreement governing
such services. If the bonds are converted to certificated form, additional annual fees will be charged for any
applicable tender agent and/or registrar/paying agent services. Additional information will be provided at such
time. Should this transaction terminate prior to closing, all out-of-pocket expenses incurred, including legal
fees, will be billed at cost. If all outstanding bonds of a series are defeased or called in full prior to their
maturity, a termination fee may be assessed at that time.

These extraordinary services may include, but are not limited to, supplemental agreements, consent operations,
unusual releases, tender processing, sinking fund redemptions, failed remarketing processing, the preparation
of special or interim reports, custody of collateral, a one-time fee to be charged upon termination of an
engagement. Counsel, accountants, special agents and others will be charged at the actual amount of fees and
expenses billed, UCC filing fees, money market sweep fees, auditor confirmation fees, wire transfer fees,
transaction fees to settle third-party trades and reconcilement fees to balance trust account balances to third-
party investment provider statements

Annual fees include one standard audit confirmation per year without charge. Standard audit confirmations
include the final maturity date, principal paid, principal outstanding, interest cycle, interest paid, cash and asset
information, interest rate, and asset statement information. Non-standard audit confirmation requests may be
assessed an additional fee. Periodic tenders, sinking fund, optional or extraordinary call redemptions will be
assessed at $300 per event. FDIC or other governmental charges will be passed along to you as incurred.

2001 Bryan — 11" Floor Dallas, TX 75201
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BNY MELLON
CORPORATE TRUST

Terms and Disclosures

Terms of Proposal

Final acceptance of the appointment under the Indenture is subject to approval of authorized officers of BNYM
and full review and execution of all documentation related hereto. Please note that if this transaction does not
close, you will be responsible for paying any expenses incurred, including Counsel Fees. We reserve the right
to terminate this offer if we do not enter into final written documents within three months from the date this
document is first transmitted to you. Fees may be subject to adjustment during the life of the engagement.

Customer Notice Required by the USA Patriot Act

To help the US government fight the funding of terrorism and money laundering activities, US Federal law
requires all financial institutions to obtain, verify, and record information that identifies each person (whether
an individual or organization) for which a relationship is established.

What this means to you: When you establish a relationship with BNYM, we will ask you to provide certain
information (and documents) that will help us to identify you. We will ask for your organization’s name,
physical address, tax identification or other government registration number and other information that will
help us to identify you. We may also ask for a Certificate of Incorporation or similar document or other
pertinent identifying documentation for your type of organization.

We thank you for your assistance.

2001 Bryan — 11" Floor Dallas, TX 75201
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Exhibit A

Costs of Issuance

Financial AdVisory FEe......ccoov it e rcnnen v $ 51,630.00
Financial AdviSory BXPENSES ........oovoiiiimiieiiiieii e 3 860.00
Bond Counsel ........ccccvveramrersenmeraninnine. eertrerrara et $ 69,275.00
Bond Counsel EXPenses. . .......cooviivvrmurriniimrinmeiismsmnresrseeeaarerss ¥ 1,500.00
Attomey General. ... ..o ¥ 9,500.00
7. 2 U PO STN § 12,600.00
Payig AZent .....ccooiiimiiiiiiiriinn et s b 4,500.00
EScrowAZENE FEE .....coiniiiininiiie ittt v $ 750.00
TRA Administmtive Fee. ... 5 106,887.34
SIS 11 e eenreeneoe s iestesimmeeeram s sani st raen saae e emcon s anranbsan s aaraeenanes $ 51000
Miscellaneous. ... oo $ 987.66

Total 5 259,000.00
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ATTORNEY (GENERAL OF TEXAS
GREG ABBOTT

September 29, 2011

THIS IS TO CERTIFY that the Trinity River Authority of Texas (the
"Issuer") has submitted to me Trinity River Authority of Texas Red Oak Creek
System Revenue Bonds. Series 2011 (the "Bonds"), in the aggregate principal amount
of $11,710,000, for approval. The Bonds are dated September 15, 2011, numbered
R-1 through R-19, and were authorized by Resolution No. R-1332 of the Issuer
passed on August 24, 2011 (the “Resolution”). The record of proceedings submitted
with the Bonds included the Resolution and a Certificate of General Manager relating
to the Bonds.

I have examined the law and such certified proceedings and other papers as I deem necessary
to render this opinion.

Asto questions of fact material to my opinion,  have relied upon representations of the Issuer
contained in the certified proceedings and other certifications of public officials furnished to me
without undertaking to verify the same by independent investigation.

I express no opinion relating to the official statement or any other offering material relating
to the Bonds.

Based on my examination, I am of the opinion, as of the date hereof and under existing law,
as follows (capitalized terms, except as herein defined, have the meanings given to them in the
Resolution):

(1)  TheBonds have been issued in accordance with law and are valid and binding special
obligations of the Issuer.

(2) The Bonds are payable from and secured by a first lien on and pledge of the Pledged
Revenues.

(3) The Owner of the Bonds shall never have the right to demand payment of the Bonds,
or the interest thereon, from any funds raised or to be raised by the levy of taxes by
the Issuer.

(4)  The proceedings conform to the requirements of law.

PosT O¥FICF BOX 12548, AUSTIN, TEXAS 78711-2548 Tx1:(512)463-2100 WWW.0AG. STATE. TX.US
An Equal Employment Opparveunity Fmployer - Princed on Recpcled Paper


http://www.oag.state.tx.us

Trinity River Authority of Texas Red Oak Creek System Revenue Bonds, Series 2011 -
$11,710,000
-Page 2-

Therefore, the Bonds are approved, and pursuant to Chapter 1371 of the Government Code,

the proceedings are approved,
Zﬁémcrjcorai of the State of Texas

No. 32615
Book No. 2011-C
MAR



OFFICE OF COMPTROLLER
- OF THE STATE OF TEXAS

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

of Texas, do hereby certify that, acting under the direction and authorlty of the Comptroller on the
29th day of September 2011, 1 signed the name of the Comptroller to the certificate of registration
endorsed upon the:

Trinity River Authority of Texas Red Oak Creek System Revenue Bonds, Series 2011 and certain

related documents, (the “Proceedings™,

the bonds are numbered B-1/R-19, dated September 15, 2011, and that in signing the certificate of

registration | used the foIIow% M

IN WITNESS WHEREOF | have executed this certificate this the 29th day of September

i i

I, Susan Combs, Comptroller of Public Accounts of the State of Texas, certify that the person

2011.

who has signed the above certificate was duly designated and appointed by me under authority
vested in me by Chapter 403, Subchapter H, Government Code, with authority to sign my name to
all certificates of registration, and/or cancellation of bands required by law to be registered and/or
cancelled by me, and was acting as such on the date first mentioned in this certificate, and that the
bonds/certificates described in this certificate have been duly registered in the office of the
Comptroller, under Registration Number 79039.

GIVEN under my hand and seal of office at Austin, Texas, this the 29th day of September

Conbn

SUSAN COMBS
Comptroller of Public Accounts
of the State of Texas




OFFICE OF COMPTROLLER
OF THE STATE OF TEXAS

I, SUSAN COMBS, Comptroller of Public Accounts of the State of Texas,
do hereby certify that the attachment is a true and correct copy of the opinion of

the Attorney General approving the:

Trinity River Authority of Texas Red Qak Creek System Revenue Bonds, Series
2011 and certain related documents, (the “Proceedings”)

the bonds are numbered R-1/R-19, of the denomination of $ various, dated
September 15, 2011, as authorized by issuer, interest various percent, under and
by authority of which said bonds/certificates and Proceedings were registered
electronically in the office of the Comptroller, on the 29th day of September
2011, under Registration Number 78039.

Given under my hand and seal of office, at Austin, Texas, the 29th day of
September 2011.

b Comib

SUSAN COMBS
Comptroller of Public Accounts
of the State of Texas
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LAW OFFICES

MECALL, PARKHURST &« HORTON L.L.P

600 CONGRESS AVENUE 717 NORTH HARWOOD 700 N, ST. MARY’S STREET
SUITE 1800 SUITE 800 SUITE 1525
AUSTIN, TEXAS 78701-3248 DALLAS, TEXAS 7520I- 6587 SAN ANTONIO, TEXAS 78205-3503
TELEPHONE! 512 478-3805 TELEPHONE: 214 754-9200 TELEPHONE: 210 225- 2800
FacsiMiLE: 512 472-0871 FACSIMILE: 214 754 -9250 FacSIMILE: 210 225-2984

0CT 06 2011

TRINITY RIVER AUTHORITY OF TEXAS RED OAK CREEK SYSTEM REVENUE
BONDS, SERIES 2011, DATED SEPTEMBER 15,2011, IN THE PRINCIPAL AMOUNT
OF $11,710,000

AS BOND COUNSEL FOR THE ISSUER (the "Issucr") of the Bonds described above (the "Bonds"),
we have examined into the legality and validity of the Bonds, which mature and bear interest from the dates
specified in the text of the Bonds, until maturity or redemption, at the rates and payable on the dates as stated
in the text of the Bonds, with the Bonds being subject to redemption prior to maturity, all as provided in the
resolution of the Issuer authorizing the issuance of the Bonds, including the Certificatc of General Manager
authorized thereby (collectively, the "Bond Resolution").

WE HAVE EXAMINED the Constitution and laws of the State of Texas, certified copies of the
proceedings of the Issuer and other documents authorizing and relating to the issuance of said Bonds, including
on¢ of the executed Bonds (Bond Numbcer R-1).

BASED ON SAID EXAMINATION, IT IS QUR OPINION that said Bonds have been authorized,
issued and duly delivered in accordance with law; and that except as may be limited by laws applicable to the
Issuer relating to federal bankruptey laws and any other similar laws affecting the rights of creditors of political
subdivisions gencrally, which rights may be imited by general principles of equity which permit the exercise
of judicial discretion, (1) the covenants and agreements in the Bond Resolutton constitute valid and binding
obligations of the Issuer, and the Bonds constitute valid and legally binding special obligations of the Issuer
which are sccured by and payable from a first lien on and pledge of the "Pledged Revenues”, as defined in the
Bond Resolution, which include the "Net Revenues of the Red Oak Creek System”, as defined in the Bond
Resolution, and include payments received by the Issuer from a "Trinity River Authority of Texas-Red Qak
Creek Regional Wastewater System Contract”, dated as of June 1, 1986, among the Issuer and the Cities of
Cedar Hili, De Soto, Glenn Heights, Lancaster, Ovilla, and Red Oak, Texas (the "Initial Contracting Parties™),
and (i1) said Trinty River Authority of Texas-Red Oak Creck Regional Wastewater System Contract is author-
1zcd by law, has been duly executed, is valid, and is legally binding upon and enforceable by the parties thercto
in accordance with its terms and provisions.

THE ISSUER has reserved the right, subject to the restrictions stated in the Bond Resolution, to issue
additional parity revenue bonds which also may be payable from and secured by a first lien on and pledge of,
the aforesaid Pledged Revenues.

THE ISSUER also has reserved the right to amend the Bond Resolution with the approval of the
owners of 51% of the outstanding Bonds, subject to the restrictions stated in the Bond Resolution.

THE REGISTERED OWNERS of the Bonds shall never have the right to demand payment of the
principal thercof or interest thereon out of any funds raised or to be raised by taxation, or from any source
whatsoever other than specified in the Bond Resolution.



IT IS FURTHER OUR OPINION, except as discussed below, that the interest on the Bonds is
cxcludable from the gross income of the owners for federal income tax purposes under the statutes, regulations,
published rulings, and court decisions existing on the date of this opinion. We arc further of the opinion that
the Bonds are not "specified private activity bonds" and that, accordingly, interest on the Bonds will not be
included as an individual or corporate alternative minimum tax preference item under section 57(a)(5) of the
Internal Revenue Code of 1986 (the "Code"). In expressing the aforementioned opinions, we have relicd on,
and assume compliance by the Issucr with, certain covenants regarding the use and investment of the proceeds
of thc Bonds and the use of the property financed therewith. We call your attention to the fact that if such
representations are determined to be inaccurate or upon failure by the Issuer to comply with such covenants,
interest on the Bonds may become includable in gross income retroactively to the date of issuance of the Bonds.

WE CALL YOUR ATTENTION TO THE FACT that the interest on tax-exempt obligations, such
as the Bonds, is (a) included in a corporation's alternative minimum taxable income for purposcs of detcrmining
the alternative minimum tax imposed on corporations by section 55 of the Code.

EXCEPT AS STATED ABOVE, we express no opinion as to any other federal, state, or local tax
consequences of acquiring, carrving, owning, or disposing of the Bonds.

WE EXPRESS NO OPINION as to any insurance policies issued with respect to the payments due
for the principal of and interest on the Bonds, nor as to any such insurance policies issued in the future.

OUR SOLE ENGAGEMENT in connection with the issuance of the Bonds is as Bond Counscl for
the Issuer, and, in that capacity, we have been engaged by the Issuer for the sole purpose of rendering an
opinion with respect to the legality and validity of the Bonds under the Constitution and laws of the State of
Texas, and with respect to the exclusion from gross income of the interest on the Bonds for federal income tax
purposes, and for no other reason or purpose. We have not been requested to investigate or verify, and have
not independently investigated or verificd any records, data, or other material relating to the financial condition
or capabilities of the Issuer or the Initial Contracting Cities or the disclosure thereof in connection with the sale
of the Bonds, and have not assumed any responsibility with respect thereto or with respect to the adequacy of
the Pledged Revenues. We express no opinion and make no comment with respect to the marketability of the
Bonds and have relied solely on certificates executed by officials of the Issuer as to the current outstanding
indebtedness of, and sufficiency of the Pledged Revenues. Our role in connection with the Issuer's offering
document prepared for usc in connection with the sale of the Bonds has been hmited as described therein.

OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change. Such opinions
are further based on our knowledge of facts as of the date hereof. We assume no duty to update or supplement
our opinions to reflect any facts or circumstances that may thereafter come to our attention or to reflect any
changes in any law that may thereafter occur or become effective. Moreover, our opinions are not a guarantee
of a result and are not binding on the Internal Revenue Service (the "Service"). Rather, such opinions represent
our legal judgment based upon our review of existing law and in reliance upon the representations and
covenants referenced above that we decm relevant to such opinions. The Service has an ongoing audit program
to determine compliance with rules that relate to whether interest on state or local obligations is includable in
gross income for federal income tax purposes. No assurance can be given whether or not the Service will
commence an audit of the Bonds, If an audit 1s commenced, in accordance with its current published
procedures the Service 1s likely to treat the Issuer as the taxpayer. We observe that the Issuer has covenanted
not to take any action, or omit to take any action within its control, that if taken or omitted, respectively, may
result in the treatment of interest on the Bonds as includable in gross income for federal income tax purposes.

Respectfully,

/?‘ CMW/ AT L-Co 7
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LAW CFFICES

MCECALL, PARKHURST & HORTON L.L.P.

600 CONGRESS AVENUE 717 NORTH HARWOOD 700 N. 5T. MARY'S STREET
SUITE 1800 SUITE 200 SUITE 15258
AUSTIN, TEXAS 78701-3248 DALLAS, TEXAS 75201- 6587 SAN ANTONIO, TEXAS 7820%5-3503
TELEPHONE: 5I2 4753-380% TELEFHOMNE! 214 754-9200 TELEPHONE: 210 225-2800
FACSIMILE: SI2 a72-087I FACSIMILE? 214 754-9250 FACSIMILE: 210 225- 2904
December 2, 2011

CERTIFIED MAIL RRR: 7008 3230 0001 0180 9558

Internal Revenue Service Center
Ogden, Utah 84201

Re:  Information Reporting - Tax-Exempt Bonds
Trinity River Authority of Texas
Red Oak Creek System Revenue Bonds, Series 2011

Ladies and Gentlemen;

Pursuant to the requirements of Section 149(e) of the Internal Revenue Code of 1986,
enclosed please find an original of Form 8038-G which is hereby submitted to you for the above-
captioned bonds issued October 6, 2011.

Sincerely,

McCALL, PARKHURST & HORTON L.L.P.

Harold T. Flanagan

HTF: ved
Enclosures
cc: Mr. G. Charles Kobdish



Information Return for Tax-Exempt Governmental Obligations
~8038-G ot -

» Under Interal Revenue Code section 149(e) OMB No. 1545-0720

{Rev. May 2010) > See separate instructions.

st i Ml Caution: /f the issue price /s under $100,000, use Form 8038-GC.

Reporting Authority If Amended Return, check here » [
1 Issuer's nama 2 Issuers employer ldeniification number (EIN)
TRINITY RIVERY AUTHORITY OF TEXAS 75 | 6005084
3 Number and streat (or P.0. box if mail is not delivered to street address) Room/suite 4 Report number {For (RS Lise Only)
5300 S. COLLINS | =
5 City, town, or post office, state, and ZIF cods & Date of issue
ARLINGTON, TEXAS 76018 10/06/2011
7 Name of issua 8 CUSIP number
RED OAK CREEK SYSTEM REVENUE BONDS, SERIES 2011 B9E575 EMS
2 Name and titla of officer of the issuser gr other parson whom the RS may call for more information 10 Telsphone number of officer or other person
FIONA ALLEN, NORTHERN REGION MANAGER { 817 ) 439-5100

Type of Issue (enter the issue price) See instructions and attach schedule

11 Education . ., . . . . . L .0 e e e e e e 1

12 Healthandhospital . . . . . . . . . . . . . . . ... 2

13 Transportaion., . . . . . . . . . e e e e e e e e e 13

14 Public safety , . . . . 14

15 Environment (including sewage bonds) e e e e e e e e 15

16 Housing . . . . . . L . L e e e e 16

17 Utilities . . . e e e e e e e e e e e e e e 17 4 11,497,300

18 Other. Describe B 18

19 If obligations are TANs or RANs, check onlybox19a . . . . . . . . . . . . »[] '

If obligations are BANS, check only box 190 . . . . N A

20 If obligations are in the form of a leasa or installment sale, check box A g

Description of Obligations. Complete for the entire issue for which this form is being filed. '

{a) Final maturity date {b} 1ssue price (© psﬁélﬂmﬁttf n Jférg%‘gmﬂmy {e} Vield
21 02/01/2033 $ 11,497,300 1 $ 11,710,000 13.05 years 2.7968 %
m Uses of Proceeds of Bond Issue (including underwriters’ discount)
22 Proceeds used for accrued interest, . e 2 0-
23 issue price of entire issue {enter amount from line 21 colurnn (b)) e e e e e e 23 | 11,497,300
24 Proceeds used for bond issuance costs {ingluding underwriters' discount) . 4 259,000
25 Proceeds used for credit enhancement . . . . . |28 -0-
26 Proceeds allacated to reasonably required reserve or replacemem fund | 26 271,069
27 Proceeds used to currently refund prior issues . . . . . . . . . |27 -0-
28 Proceeds used to advance refund prior issues . . . . . . . . . 2B -0~
29 Total (add lines 24 through 28) . . . - 29 530,069
30 Nonrefunding proceeds of the issue (subtract Ime 29 from Ilne 23 and enter amount here) .. 30! 10,967,231
Description of Refunded Bonds {Complete this part only for refunding bonds.} NOT APPLICABLE
31 Enter the remaining weighted average maturity of the bonds to be currently refunded, . . » years
32 Enfer the remaining weighted average maturity of the bonds 1o be advance refunded ., . . P years
33 Enter the last date on which the refunded bonds will be called MM/DD/YYYY) . . . . . P

34 Enter the date(s) the refunded bonds were issued ¥ MM/DD/YYYY)
For Privacy Act and Paperwork Reduction Act Notice, see separate Instructions.  Cat. No. 637738 Form 8038-G Rev. 5-2010)




TRINITY RIVERY AUTHORITY OF TEXAS  EIN: 75 - 6005084

Form 8038-G (Rev. 5-2010) Page 2
Miscelianeous
Enter the amount of the state volume cap allocated to the issue under section 141(b)(5) . -0-
asa Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract
(GIC) (see instructions) . . . . -0-
b Enter the final maturity date of the Gic >
37 Pooled financings: a Proceeds of this issue that are to be used to make loans to other
governmental units . -
b If this issue is a loan mada frDm the proceeds of another tax exempt issue, check box > D and enter the name of the
issuer P and the date of the issue & NIA
38 If the issuer has designated the issue under section 265(b)(3KB)()!1l) (small issuer exception), checkbox . . . . » O
39 If the issuer has elacted to pay a penalty in lieu of arbitrage rebate, check box , . . . . ., . . . . . . . WP a
40 1f the issuer has identified a hedge, check box. . . . . . . . . . « « . v v e ..ok T
Under penalties of pg e that | have examined this retum and accompanying schedulas and staternents, and to the best of my knowledge
Signature and belief, they are frug oGl 7 rm lare that | ¢onsent to the IRS's disclosure of the issuer's retum information, as hecessary
1o process this reb b Dol g
and J. KEVIN WARD,
Consent ? 10/06/2011 GENERAL MANAGER
) Signat\;( gissusr‘s autho i Date :I'.)Tp:t;' print nrame and title
N s Date ; Preparer's SSN or PTIN
l':f;:arer,s signature 10/08/2011 | oot ove (3 PO1067358
Use Only | (s rame gplw , PARKURST & HORTON L.L.P. EIN 75 . 0799392
address, and ZIP code . HARWOOD, SUITE 900, DALLAS, TX 75201 Phone na. { 214 ) 754-9200

Form B038-G (Rev. 5-2010)



U.S. Postal Servém "
CERTIFIED MAIL.. RECEIPT

{Domestic Mail Only; No Insurance Coverage Pravided)

For deiivery information visit our website at www.usps.comg,

GFFICIAL US

Postage | $

Certified Fee

Return Receipt Faa
(Endorsement Required)

Rastricied Delivery Fas >
(Endorsement Flac;zired) L %

ES 4 L

i ‘i \
. : 7
Total Postage & Fees | $ ( o ',8 3 ]

Sent Io

e Ogden, Utah 84201

Intema.!.B.‘?.Y.@.I.l!!Q.ﬁﬁr.lzicc..CentB;»----------v--

;?DDE EEBEi 0pbbl D180 %558

Gy St Zipag T T 1‘?;2“

PS5 Ferm 38900, August 2006

See Reverse far Instructions


http://www.usps.eom
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