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GENERAL INFORMATION:

@

Applicant

The Authority is a governmental agency of the State of Texas and a body politic and corporate, created as a
conservation and reclamation district under Article X'VI, Section 59 of the Texas Constitution pursuant to
Chapter 518, Acts of the 54th Legislature of Texas, Regular Session, 1953, as amended (the *Authority
Act”™). Under the Constitution and the statutes of the State of Texas, the Authority has broad powers to
effectuate flood control and the conservation and use, for all beneficial purposes, of storm and flood waters
and unappropriated flow waters in the Trinity River watershed, and as necessary aid to these purposes, the
Authority has specific authority to construct, own and operate water and wastewater treatment, collection
and transportation systems, and to make contracts in reference thereto with municipalities and others.

The Authority consists of all the territories in the Counties of Dallas, Tarrant, Ellis, Navarro and Chambers,
and the principal watershed portions of Anderson, Freestone, Henderson, Houston, Kaufman, Leon,
Madison, Polk, San Jacinto, Trinity, Walker and Liberty Counties. The Authority is governed by a Board
of 24 directors who are appointed by the Govermor with the advice and consent of the Texas Senate. The
first directors were appointed for staggered terms, and directors thereafter have had six-year terms. Two of
the directors are appointed from the area-at-large; three directors are from Tarrant County; four are from
Dallas County; and one director is from each of the other counties,

The Red Oak Creek System

Currently, the Red Oak Creek Regional Wastewater Systern (the “Systemn™) consists of a 3.5 million gallon
per day ("MGD”) wastewater treatment plant and interceptor lines which will service the Contracting
Parties of Glenn Heights, Ovilla and Red Oak and portions of Cedar Hill, DeSoto and Lancaster. The
collection system covers approximately 36 square miles which includes the Little Creek drainage basin and
the upper portions of the Bear Creek and Red Oak Creek drainage basins. The plant location is
approximately one mile south of the City of Red Qak adjacent to the Red Oak Creek.

The plant is designed to treat an average flow of 3.5 MGD with a two-hour peak flow of 8.8 MGD.
Activated sludge biological treatment process for organic removal and nitrification process is designed to
discharge effluent with the following parameters:

Biochemical Oxygen Demand {10 mg/1)
Total Suspended Solids (15 mg/l}
Ammonia (2 mg/1 in summer and 5 mg/1 in winter)

The plant’s capacity is currently being increased to an average daily flow of 6 MGD. Final completion of
the construction is anticipated to be completed by the end of 2010. The plant site layout can accommodate
an expansion which would bring the ultimate capacity to 10.5 MGD at the present site.

Each of the six cities are Contracting Parties of the System. Each city will pay a percentage of the total
annual obligation (debt service plus operation and maintenance cost) of the System based on the percentage
of each city’s contributed flow to the System taken as a part of the total annual flow received from the
Contracting Parties.

The Project involves improvements to the collection imterceptor pipeline system, including the
construction of the Bear Creek Lift Improvements, the Solids Dewatering Building, engineering

associated with system planning and pipeline relief projects, and other related necessary system
improvements.



2) Official Representative

Warren Brewer, Northern Region Manager
5300 South Collins Street

Arlington, Texas 76018

Phone; (817)493-5100

Fax: (817) 417-0367

E-mail: brewerw(@trinityra.org

3) Trinity River Authority of Texas Board of Directors

Board Members Position Area Represented
Michael Cronin President and Member, Executive Committee Kaufman County
Linda Timmerman, Ed.D. Vice-President and Member, Executive Committee Freestone County
Harold L. Barnard Chairman, Utility Serv. Comm. Member, Exec. Comm. Ellis County
Herschel S. Brannen 111 Member, Legal Committee Trinity County
Karl R. Butler Chairman, Resources Dev. Comm., Member, Exec. Comm. Dallas County
Pat Carlson Member, Administration Committee Tarrant County
Steve Cronin ) Member, Resources Development Committee San Jacinto County
Amanda Davis Member, Resources Development Committee Leon County
Ronald Goldman Chairman, Administration Committee Director at large
Martha A. Hernandez Member, Resources Development Committee Tarrant County
John W, Jenkins Chairman, Admin. Comm., Member, Executive Comm Director at Large
Keith W. Kidd © Member Dallas County
Jess A, Laird Member, Utility Services Committee Henderson County
Nangcy E. Lavinski Member, Administration Committee Anderson County
David Leonard Member, Resources Development Comrmittee Liberty County
Andrew Martinez Member, Utility Services Committee Walker County
Kevin Maxwell Member, Legal Commitice Houston County
Barbara Nash Member, Utility Services Committee Tarrant County
James W. Neale Member, Resources Development Committee Dallas County
Manny Rachal Member, Administration Committee Polk County
Amir Rupani Member, Legal Committee Director at Large
Analaura Saucedo Member, Utility Services Committee Dallas County
Shirley K. Scale Member, Utility Services Committee Chambers County
I. Carol Spiltars Member, Legal Committee Madison County
Kim C. Wyatt Chairman, Legal Comm., Member, Exec. Comm. Navarro County
Vacant Chairman, Executive Cominittee

~Vacant - Member, Legal Committee

) (a) Project Engineer

Chiang, Patel & Yerby, Inc.
Ms, Dawn Anderson, P.E.
1820 Regal Row, Suite 200
Dallas, Texas 75234

Phone (214) 638-0500
(214) 638-3723


mailto:breweiw@trinityra.org

()] Bond Counsel

McCall, Parkhurst & Horton L.L.P.
Chuck Kobdish

717 N. Harwood, 9th Floor

Dallas, Texas 75201-6587

Phone: (214) 754-9236

Fax: (214) 7549250

E-mail: ckobdish@mphlegal.com

{c) Other Legal Counsel
None
(d) Financial Advisor

Mary Williams

First Southwest Company
325 N. St. Paul St., Suite 800
Dallas, Texas 75201

Phone: (214) 953-4021

Fax: (214) 953-4050

E-mail: mwilliams@firstsw.com
(%) Comprehensive Description of the Project
See - Appendix A — Engineering Report - Executive Summary
(6) Ownership

The Project will be owned by the Authority.

(M Engineer’s Itemized Project Cost Estimate — Sources and Uses of Funds
(include all costs — construction, enginesring services, legal and fiscal costs and funding sources)

See - Appendix A — Engineering Report
FISCAL INFORMATION:
1) Security of Debt Issne

Bond Description: The Red Oak Creek System is requesting the approval of an approximate $19,990,000 financing
agreement with the TWDB. The Series 2009 Bonds will mature on February 1 in each of the years 2012 through
2031. Interest is payable on each February 1 and August 1 commencing February 1, 2010, and is calculated on the
basis of a 360-day year of twelve 30-day months. The Bonds are callable as a whole, or in part in inverse order of
maturity, at the option of the Authority, on August 1, 2019 and on any date thereafter, at the price of par, plus accrued
interest to the date of redemption., The Bonds will be issued in Book-Entry-Only form through the facilities of The
Depository Trust Company ("DTC"). See "Book-Entry-Only" below. (Note: The Bond Description is for
illustration purposes only; the actual amount and dating is subject to change),

Security: The Bonds constitute special obligations of the Authority, payable both as to principal and interest, and

secured by a first lien on a pledge of the Pledged Revenues of the Authority under the Contracts entered into with
the Contracting Parties.


mailto:mwilliams@firstsw.com

2) Book-Entry Only (Depository Trust Company Language)

The Authority is aware of and will abide by The Depository Trust Company language.

3 Issues that may affect repayment of debt:

None determined at this time.

{4) Circumstances surrounding prior default(s).
The Authority has never defaulted.

(5) Total Outstanding Debt.

(2)

11/30/2010 § 2,895,983

11/30/2011
11/30/2012
11/30/2013
11/30/2014
11/30/2015
11/30/2016
11/30/2017
11/30/2018
11/30/2019
11/30/2020
11/30/2021
11/30/2022
11/30/2023
11/30/2024
11/306/2025
11/30/2026
11/30/2027
11/30/2028
11/30/2029
11/30/2030

Revenue Debt
Total
Outstanding Series 2009 SRF Bonds* Outstanding
Debt Service Principal Interest Total Debt Service
$ - 3 198,448 5 198,448 $ 3,094,431
2,898,255 - 626,365 626,365 3,524,620
2,903,656 215,000 789,002 1,004,002 3,907,658
2,903,089 700,000 780,678 1,480,678 4,383,766
2,898,875 720,000 766,611 1,486,611 4,385,486
2,307,886 835,000 748,679 1,583,679 4,391,566
2,809,528 850,000 726,555 1,576,555 4,386,083
2,807,625 875,000 701,873 1,576,873 4,384,498
2,801,665 015,000 674,378 1,589,378 4,391,043
2,801,025 940,000 644,082 1,584,082 4,385,107
2,801,098 975,000 609,767 1,584,767 4,385,864
2,797,075 1,020,000 570,891 1,590,891 4,387,966
2,793,711 1,065,000 528,552 1,593,552 4,387,323
2,796,253 1,110,000 482914 1,592.914 4,389,167
2,793,765 1,160,000 434,044 1,554,044 4387,809
2,791,100 1,215,000 381,291 1,586,291 4,387,391
2,788,860 1,275,000 324,067 1,599,067 4.387,927
2,788,995 1,335,000 262,850 1,597,850 4,386,845
2,786,963 1,405,000 197,628 1,602,628 4,389,593
- 1,880,000 118,214 1,998,214 1,998,214
- 1,500,000 36,225 1,536,225 1,536,225

5 53,665,468

$ 19,990,000

3 10,603,111

$ 30,593,111

$ 84,258,578

*$1,317,851.66 of Capitilized Interest is available to make debt service payments towards the 2009 SRF

Bonds

(6) G.0. and Revenue Debt per Capita

Not applicable

)] Direct and Overlapping Tax Rate

Not applicable



1)) Assessed Valuation Per Capita
Not applicable
) Five Year Sales Tax Collection History
Not applicable
ad Proforma
(a) System Net Revenues No Growth Pro-Forma
See — Appendix B - Proforma
) Pro-Forma for 1&S Tax-Backed Issue
Not Applicable
(11) Top Ten Water Customers (FYE 2008)
See - Appendix C — Contractihg Parties information
Top Ten Waste Water Customers (FYE 2008)
See - Appendix C — Contracting Parties information
(12) Five Year Comparative Waterworks and Sewer System Operating Statement
(a) ‘Waterworks and Sewer System Statement of Operations
See — Appendix C — Contracting Parties Information
(13) Water and Wastewater Rates and Usage
See - Appendix C - Contracting Parties information
(14) Taxable Assessed Valuation
(a) S Year Historical Data
Not applicable
) Ad Valorem Taxes Levied, Tax Rates and Tax Collection History
Not applicable
(15) Top Ten Taxpayers
Not applicable

(16) Maximum Tax Permitted by Law per 5100 of property value

Not applicable



a7 Audit Report

Copy of the Authority FYE 2008 audit report is provided under separate cover.

(18) State if Bond insurance will be purchased for the loan and if it will be financed with loan proceeds.
The Authority will submit applications to various municipal bond insurance companies. Should a commitment from an

insurance provider be received, the Authority reserves the right to insure all or a part of the Bonds, if it determines that
such insurance is economically beneficial to the Authority. Such bond insurance will be financed with loan proceeds.

as State if planning to use Pre-Design Funding Option.

The Authority does plan to use Pre-Design Funding Option.

(20) State if planning t0 use any other credit enhancement (i.e. surety bonds), the authority for its use, and
which firm or company will be used.

The Authority does not plan to use any other credit enhancement,

(21) Current outstanding bond ratings.

The Aunthority’s Red Oak Creek System Revenue Bonds are rated “A+" by Standard & Poor’s Ratings Services, a
division of The McGraw-Hill Companies, Inc., without regard to credit enhancement.

COMMUNITY INFORMATION

(4 )] Median Hqusehuld Income
Not applicable

2) Unemployment Rate

Not applicable

<)) Percentage of Area below Poverty Level
Not applicable

@) Median Age of Work Force
Not applicable

)] Largest Employers

Not applicable

LEGAL INFORMATION

) One (1) certified original and three (3) copies of a resolution requesting financial assistance and
identifying the amount of requested assistance, designating the authorized representative to act on behalf of the
governing bedy, and authorizing the representative to execute the application, appear before the board on
behalf of the applicant, and submit such other docnmentation as may be required by the executive
administrator or the board.

See - Appendix D - Resolution



2) One (1) certified original and three (3) copies of an affidavit executed by the official representative
stating that for a political subdivision, the decision to request financial assistance from the board was made in a
public meeting held in accordance with the Open Meetings Act, the informatios submitted in the application is
true and correct according to best knowledge and belief of the representative, the applicant has no litigation or
other proceedings pending or threatened against the applicant that would materizily adversely affect the
financial condition of the applicant or the ability of the applicant ot issue debt, and the applicant will comply
with all applicable federal laws, rules, and regulations as well as the laws of this state and the rules and
regulations of the board.

See - Appendix E — Application Affidavit

3 Three (3) copies of the following executed documents:
(a) any option, sales, or lease agreements necessary for the project
Not applicable
(b) any actual or proposed .service contracts for water supply or sewer service indicating adequate

supply or capacity for life of the propaosed loan.

Not applicable

© any actual or proposed contracts between the applicant and any other entity which will
generate revenues pledged to the repayment of the proposed debt

See - Appendix F ~ Form of Contracting Party Contract — all other contracts are essentially identical — All contracts are
joint and several. Please see section 13(f).

4 Three copies of all executed contracts for consultant services included in the total project costs.
TWDB has contracts on file for financial advisor (FSC) and bond counsel (MPH).

(5) For a proposed revenue issue secured by a subordinate lien, or to be issued on parity, two (2) copies of -
the resolution/ordinance issuing the prior or junior lien on parity debt,

Ses - Appendix D — Resolution

%) Certificate of Convenience and Necessity
Not applicable
(7 A citation to the specific legal authority in the Texas Constitution and statutes pursuant to which the

applicant is authorized to provide the service for which the applicant is receiving financial assistance.

- Article 16, Section 59, Texas Constitution
- Chapter 518, Acts of the 54" Texas Legislature, Regular Session, 1955, as amended
- Chapter 30, Texas Water Code, as amended.
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tr Chapter I
Executive Summary

Background and History

The Trinity River Authority’s Red Oak Creek Regional Wastewater System (ROCRWS) currently is
serving approximately 31,700 customers in Cedar Hill, DeSoto, Glenn Heights, Lancaster, Ovilla, and Red
Oak. ROCRWS faces the challenge to upgrade the collection and treatment systems to meet future
demands. In 2005, Nathan D. Maier Consulting Engineers, Inc. (NDM), BW2 Engineers, Inc. (BW2), and
Chiang, Patel & Yerby, Inc. (CP&Y) submitted the Facilities Planning Update report to the Trinity River
Authority (TRA). The Facilities Planning Update report provided preliminary recommendations for system
improvements for ROCRWS. These recommendations include improvements to the collection system and
the expansion of the treatment plant. In 2009, Black & Veaich (B&V) developed an Infiltration/Inflow
Assessment report that included a comprehensive infiltration/inflow (I/I) study and updated population and
land use information. A proposed schedule for the collection system improvements was also provided,
which aided in determining the Series 2009 Bond Program presented in this document,

This decument outlines a program of capital improvemerts involving collection system improvements and
inspection services for the expansion of the treatment plant, in addition to various improvements at the
treatment plant. These projects with an estimated deposit to construction cost of $16.23 million have been
priotitized for proposed funding through Series 2009 Revenue Bonds. In addition, projects anticipated to
be required in the future have been included and summarized in this document. As project costs and
priorities are better developed and refined, it is anticipated that 2010 loan funds may be used to fund
projects currently slated for future funding.

Objective

The main objective of this report is to summarize the need and projected costs for proposed ROCRWS
capital improvements to be funded by issuance of Series 2009 revenue bonds. As State Revolving Funds
do not allow costs associated with Land Rights to be applied, additional funding will be required by open
market.

Capital improvements totaling approximately $16.23 million are recommended for funding in the
Authority’s proposed 2009 Bond Program. Approximately $14.22 million are recommended to be applied
toward the collection system improvements and approximately $2.01 million are recommended to be
applied toward the treatment plant improvements.

Key Findings and Recormnmendations

The key finding and recommendations of this report are summarized betow:

¢ Population and Wastewater Flow Projections The population and wastewater flow system rates
within the ROCRWS are increasing generally in accordance with projected rates. The projections
indicate that the next earliest capacity expansion will be needed by the year 2014, and that average

daily wastewater flows will likely increase to 10.0 miflion gallons per day (MGD) by the year
2021.

» Collection System Improvements The Infiltration/Inflow Assessment report identified a
number of priority interceptor relief projects for implementation. The fees associated with the
study and engineering efforts for the 4 major pipeline segments that require relief along with the
construction and inspection costs for these proposed improvements are recommended to be funded
under the 2009 program for $14.22 million.

TRA ROCRWS Engineering Repart to Support Series 2009 Bond Program -1



¢ Treatment Plant Improvements The NDM Report proposed a number of expansion and
treatment improvements to ensure that the plant can reliably treat current flows, with proposed
future expansion to handie projected growth. The majority of the projects proposed for initial
funding are directed toward replacement of aging equipment, additional treatment units, and
mmprovements to enhance the plant’'s reliability and increase freatment capacity, Planning and
design efforts for future plant expansion to 6.0 MGD were initiated in the 2006 program. The
construction and construction services costs for these recommended improvements were included
in the 2008 program. Supplemental inspection service costs for these proposed improvements, as
well as costs for improvements of the Solids Dewatering Building and Equipment Galleries are
proposed for funding in the 2009 program.

» Future Capital Improvements Additional capital improvements are currently anticipated for
2010, 2011, 2013, 2015, 2016, 2020, 2025, and 2030 for plant and collection system capacity
upgrades. Although timing of the future improvemeants may be adjusted to respond to growth and
other issues, funding amoints for capital programs are generally anticipated for 2010 in the
amount of $12.78 miltion, 2011 in the amount of $26.38 million, 2013 in the amount of $24.53
millien, and 2015 in the amount of $32.79 million. These costs are expressed in 2010 dollars,
2011 dollars, 2013 dollars, and 2015 doilars, respectively. Further future capital improvement
programs are anticipated for 2016 in the amount of $7.57 million, 2020 in the amount of §5.26
million, and in 2030 in the amount of $11.27 million. These costs are expressed in 2016 doliars,
2020 doliars and 2030 dollars, respectively.

Cost Distribution Summary — 2009 Capital Program

This report provides a detailed listing of proposed improvements to be funded through the Series 2009
Bond Proceeds. Construction and inspection for the Capital improvements requiring a net deposit to the
construction budget of approximately $16.23 million are recommended for funding in TRA’s proposed
Series 2009 Bond Program. The major improvement areas and projected costs for construction and
inspection are presented in the table and in Figure 1. The improvements are detailed in subsequent
chapters.

Cost Distribution Summary for 2009 Bond Pragram

Capital Improvements [ Total for 2009 Bond

Collection System Improvements $14.22 million
Treatment Plant Improvements $ 2.01 million
Totals $16.23 million

Treatment Plant
Improvements
$2.01 million

Collection System
Improvements
$14.22 million

Figure 1 2009 Construction Fund Distribution Summary

TRA ROCRWS Engineering Report to Support Series 2009 Bond Pragrarn -2



tr Chapter II
Introduction

The Trinity River Authority’s Red Oak Creek Regional Wastewater System (ROCRWS) currently is
serving approximately 31,700 customers in Cedar Hill, DeSoto, Glenn Heights, Lancaster, Ovilla, and Red
Oak. The existing wastewater facilities include 3.5 MGD average daily flow activated siudge plant and
sludge drying beds, approximately 27.7 miles of 12-inch diameter to 30-inch diameter gravity sewage
pipeline, fourteen (14) meter stations, two (2) lift stations and approximately 2 miles of 8-inch diameter

force main, The overall system is divided into three (3) basins: Red Oak Creek, Little Creek and Bear
Creek,

In 2003, Trinity River Authority (TRA) completed the planning effort, commenly referred to as “Facilities
Planning Update,” for the next twenty-five years. The Facilities Planning Update report was submitted by
Nathan D. Maier Consulting Engineers, Inc. (NDM), BW2 Engineers, [nc. (BW2), and Chiang, Patel &
Yerby, Inc. (CP&Y) and will be called NDM Report in this document. The NDM Report provided a basis

for evaluating the collection system and expansion evaluation of the existing treatment plant during its
development.

In March of 2009, TRA completed an infiltration/inflow (I/I} study that identified relief alternatives and
recommended priorities for meeting current and future demands through the year 2040. The
Infiltration/Infiow Assessment was submitted by Black & Veatch (B&V) in 2009 and will be called I/
Assessment in this document. The I/I Assessment provides the basis for evaluating the piping system for

current and future capacity needs and points of entry, and the basis for evaluating the future expansion for
the treatment plant.

Objectives

This report presents a detailed listing of needed system improvements for the collection and treatment
facilities of the ROCRWS. The improvements are described and prioritized according to the System’s
immediate needs, with the highest priority projects identified for funding in a proposed Series 2009 Bond
Program. Probable costs for the needed improvements are presented in subsequent chapters.

Service Area

The ROCRWS service area encompasses portions of the Red Oak Creek, Little Creek and Bear Creek
watersheds of the Trinity River. Figure 2 shows the treatment plant location and the approximate
boundaries of the system’s service area. The service area includes all or portions of the following entities:
Cedar Hill (partially served), DeSoto {partially served), Glenn Heights, Lancaster {partially served}, Ovilla,
and Red Oak. Each customer entity operates jts own internal collection system within the city boundaries
and commects its flow to the ROCRWS at Points of Entry where it is metered. Each of the three interceptors
included in the ROCRWS is described in the following paragraphs:

The Red Oak Creek Interceptor consists of approximately 60,000 linear feet of 18 to 27-inch diameter
gravity sewage pipeline, four (4) metering stations, and two (2) lift stations. Cedar Hill Lift Station is
operated by TRA and the Highland Lift Station is operated by the City of Cedar Hill.

The Little Creek Interceptor consists of approximately 31,500 linear feet of 15 to 21-inch diameter gravity
sewage pipeline and seven (7) metering stations.

The Bear Creek Interceptor consists of approximately 22,400 linear feet of 15 to 24-inch diameter gravity
sewage pipeline, 13,800 linear feet of 14-inch pressure pipe, one (1) Bear Creek Lift Station and an
additional 13,200 linear feet of 15 to 18-inch diameter gravity identified as the Bear Creek Outfall.

TRA ROCRWS Engineering Report to Suppart Series 2008 Bond Program 181



* ROCRWS
Troatnent Plant -

Figure 2 ROCRWS Service Area and Collection System

Popuiation and Fiow Projections

Population and wastewater flow projections for the ROCRWS were developed in 2009 as part of the I/]
Assessment report performed by B&V.

A summary of the population projections for each customer city are described in the following table.
Population projections were determined by the year 2000 North Central Texas Council of Governments
{(NCTCOG) Traffic Survey Zone information and additional information provided by the customer cities.
A detail description is found in the I/I Assessment report.

City | 2007 | 2025 2040
Cedar Hill ' 11,068 27,547 33,479
DeSoto 2,503 7,696 9970
Glenn Heighis 8,055 14,404 22,381
Lancasier 5] 3,432 5,266
Quilla 283 2,236 2,260
Red Oak 9,785 76,285 111,441
Total 31,700 131,610 184,797

The following paragraph describes several assumptions made for calculating the wastewater projected
flows to the ROCRWS,
e The wastewater flow projections are caiculated based on NCTCOG population projections
including additional information provided by the customer cities, and an assumed gallon per capita
per day (gpcd) consumption.

TRA ROCRWS Engineering Report o Suppor Saries 2008 Band Program fl-2



The I/1 Assessment report based the design flows on 100 gped for residential areas and 20 gped for
commercial/industrial areas as identified in the Texas Commission on Envircnmental Quality
(TCEQ) Chapter 317 regulations.

The total service arca flows are calculated from the serviced population which was adjusted to
exclude the population that is not connected to the ROCRWS. The serviced population, or
population equivalent, was assumed as the sum of the population and one-fifth of the employment.
The total plant flows include the total service area flows minus the flows diverted out of the
ROCRWS system to other treatment systems. The City of Cedar Hill has the ability to divert
wastewater flows to Ten Mile Creek Regional Wastewater System (TMCRWS) by using Highland
Lift Station (Cedar Hill owned) and Cedar Hill Road Lift Station (TRA owned). Currently the City
of Cedar Hill has & contract agreement with TMCRWS for a maximum of 0.75 MGD, The Cedar
Hill flow diversion 1o TMCRWS was calculated based on contract amounts and maximum pump
capacity of both lift stations in the Red Oak Interceptor.

Population 30,283 126,030 176,767
Employment 7.088 21,906 40,208
Total Serviced Populalion“’ 31,700 131,610 184,797
Assumed Consurnption Rate (gped)™ 100/20 100720 100/20
Total Service Area Flow (MGD) 3.06 12.72 17.84
Total Plant Flow (MGD) 2.31 11.97 17.09

(1) Equates to the Population and ane-fifth of the employment as identified in the Ul Assessment.
(2) Assumed Consumption Rate for the Population and Employment, respectively.

Figure 3 depicts the wastewater flow projections to the ROCRWS. The historical annual average for the

year 2009 includes historical flows through May and incorporates projected flows for the remaining months
based on past years.
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Figure 4 shows the timeline of the proposed plant expansions in relation to the projected plant flows.
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tr Chapter II1
Collection System Improvements

Introduction

TRA currently owns and operates three majof sub-system interceptors that comprise the Red Oak Creek
Regional Wastewater System: the Red Oak Creek Interceptor, the Little Creek Interceptor, and the Bear
Creek Interceptor, A comprehensive assessment of the Red Oak Creek Collection Systern was completed
in 2003 by TRA and its consultants (NDM, BW?2, and CP&Y). A recent updated assessment of the
collection system was completed in 2009 by TRA and B&V. This evaluation identified and prioritized the
necessary interceptor relief and rehabilitation improvements throughout the collection system.

2009 Bond Pragram

The Bond Program for 2009 includes engineering and construction costs associated with the collection
system improvements. The collection system improvement projects proposed for the 2009, 2010, 2013,
2016, 2020, and 2030 Bond Programs include relief improvements to all three interceptor systems.
Appraoximately 27,500 linear feet of the Red Oak Creek Interceptor will be relieved in 2009. The
approximate locations of the propased improvements are shown in Figure 5, The Bear Creek collection
system improvements project propesed for the 2009 Bond Program includes pumping and electrical
improvements at the Bear Creek Lift Station.
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Figure 5 Proposed interceptor Improvements

The following table provides an eopinion of probable cost for each of the proposed collection system
projects for the Series 2009 Bond Program.
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Collection System Improvements
Series 2009 Bond Program

= g -
g z = Euw
Segment/item i = g 58 Total for 2009
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RO-17 $ 315,000 $105.000 | $ 3,330,000 $ 120,000 $ 3,765,000
RO-2™ $110,000 | 3 284000 $ 650001 & 2184000 $ 110,000 $ 2688000
RO-3® $115.000 | $ 288,000 $ 85,000 { § 2,290,000 $ 115,000 $ 2,818,000
RO-4 7 $ 7500010 3 194000 $ 70,000 | £ 1,490,000 $ 75000 $ 1,834,000
Bear Creek Lift Station $ 90,000 $ 1,800,000 $ 135,000 $ 2025000
GIS $ 156,000 $ 156,000
CMOM Impiementation $ 100,000 $ 100,000
Master Plan § 100,000 3 100,000
Sublotais % 656,000 | § 1.181.000 $ 325,000 | $ 11,094,000 § 555,000 3 13,486,000
Contingency $ 732,000
Totals $ 656,000 | & 1,181,000 $ 325,000 | § 11,094,000 § 555,000 $ 14,218,000

{1) Land Right costs are shown for informational purposes only as they cannol be funded through State Revolving Funds (SRF),
therefore, costs associated with the Land Rights are excluded from the Bond totals.
(2) Associated costs are based on adjusted segment kengths and construction costs as of 2009 provided by B&V.

Interceptor Relief Improvements

The 2005 analysis completed in the NDM Repornt provided a preliminary recommendation for the
interceptor improvements. The existing interceptor systems were studied to determine which segments will
need to be relieved and when they will need to be relieved in order to continue providing service to the
existing service areas. Based on population and wastewater flow projections, the year in which each
existing interceptor segment will become overloaded was determined. During the year the segment reaches
its capacity, it is recommended that a second, parallel interceptor be installed to relieve the existing
segment. The relief lines will be essentially at the same vertical locations and the same slope as the
existing interceptor lines. They have been sized to accommodate 2030 peak flows in conjunction with the
existing lines. Modeling, primarily funded under the 2008 Bond Program, provided accurate design
parameters necessary to assess I/l impacts and mitigation, and recommended intercepior segment
improvements provided in the Il Assessment. The Ul Assessment identified providing either larger size
diameter segments or parallel pipelines to accommodate 2040 peak flows.

Red Oak Creek Interceptor

The collection system improvement projects proposed for the 2009 Bond Program include relief
improvements to only one of the three sub-system interceptors. The current Red Oak Creek Interceptor
serves Cedar Hill, Glen Heights, Ovilla, and Red Oak with approximately 60,000 linear feet of 18” to 277
pipe. The Red Oak Creek Interceptor discharges inte the Red Oak Creek Regional Wastewater System
treatment plant. It is recommended that the entire interceptor be relieved by 2040 to accommodate future
wastewater flows. Approximately 27,500 feet of the Red Oak Creek Interceptor will need to be relieved in
2009.

The proposed improvements for the Red Oak Interceptor are described below:

e RO-1 (Node 5000R to Node 1080R): This project will provide approximately 8,800 feet of 33 to
36-inch diameter relief pipeline for the existing segment.

s RO-2 (Node 5460R to Node 5020R): This project will provide approximately 5,650 feet of 30 10
36-inch diameter relief pipeline for the existing segment.
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s  RO-3 (Node 5980R to Node 5460R): This project will provide approximately 7,350 feet of 30 to
36-inch diameter relief pipeline for the existing segment,

= RO-4 (Node LS_CH to Node 6740R): This project will provide approximately 3,700 feet of 27 to
30-inch diameter relief pipeline for the existing segment.

Bear Croek Lift Station

The 2008 evaluation completed by CP&Y of the Bear Creek Lift Station (BCLS) recommended
the replacement of one existing pump and the addition of one new pump in the open slot to
provide raw water pumping of future flows. Minimal structure and piping modifications to the
existing BCLS will alse be required to achieve optimum operational reliability and minimize
surging to the Bear Creek fines. Significant electrical and instrumentation modifications to the
existing BCLS Motor Control Center (MCC) room will also be required.
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tr Chapter IV
Treatment Plant Improvements

Introduction

The ROCRWS treatment plant was originally constructed and placed into service during the early 1980°s,
The plant was designed for an average daily flow of 3.5 MGD and a 2-hour peak flow of 8.8 MGD. The
ROCRWS treatment plant is currently being expanded to 6.0 MGD and a 2-hour peak flow of 15.0 MGD
based on population and flow projections outlined in the NDM Report. The wastewater flow projections
discussed in Chapter II, indicate that a capacity expansion is needed by the year 2014,

2009 Bond Program

The Bond Program for 2009 includes inspection service costs associated with the treatment plant expansion
construction performed as part of the 2008 Bond Program. The 2009 Bond Program also includes
consiruction costs associated with improvements to the Solids Dewatering Building. Major improvements
proposed for funding of fees associated with the plant improvements are listed in the following table.

Treatment Plant Improvements

Series 2009 Bond Program

=1 c

= 2 g

g > S e Total for 2009
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Plant Expansion Inspection Services 5 402,000 3 402,000
Solids Dewatering Building $ 1,500,000 5 1,500000
Equioment Galleries' Roof Repairs $ 105000 $ 105,000
Subtotals $ 1,605,000 $ 402,000 § 2,007,000
Contingency
Totais $ 1,605,000 $ 402,000 $ 2,007,000

Plant Expansion Inspection Services

Supplemental inspection service costs for the treatment plant expansion improvements funded by the 2006
and 2008 Bond Programs are included in the 2009 Bond Program.

Solids Dewatering Building

A Solids Dewatering Building will be constructed onsite to house two centrifuges and provide space for a
third centrifuge in the future. CP&Y coordinated with TRA to provide a two story building configuration
that aliows gravity discharge of dewatered solids to dumpsters below. The Solids Dewatering Building
provides room for the use of roll-off dumpsters and trailers for flexibility with contractors for the removal
of dewatered solids. 1n addition, a large polymer room is provided and sized for the current use of storage
drums or potential use of totes in the future.

Equipment Galleries Roof Repair

The Primary and $econdary Equipment Galleries require roof repairs. These repairs will be part of the
2009 Bond Program.
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tr Chapter V
Future Capital Improvements

The Facilities Planning Update by NDM, BW2, and CP&Y (NDM Report) is the primary source that
identified the capital improvements projects listed for Series 2006 and 2008 funding and beyond.

The NDM Report presents a recommended schedule of future projects. The projects recommended for
immediate planning and construction were included in the Series 2006 and 2008 Bond Programs. These

projects include the /I Assessment of the collection system and an expansion of ROCRWS treatment plant
te 6.0 MGD,

The report also recorimends several collection system projects anticipated for construction in 2009, 2010
and 2025. In addition, it is reccommended 10 expand the ROCRWS wastewater treatment plant to 9.0 MGD
in approximately 2018. The timing and frequency of future debi issuance, along with prioritization of the
recommended projects, should be reviewed on a regular basis.

B&YV has revised the prieritization of the recommended projects in the 2009 1/1 Assessment. The updated
collection system projects are now anticipated for construction in 2010, 2011, 2015, 2016, 2020, and 2030
for 2040 relief. Based on preliminary data provided in Chapter 11 of this report, an expansion of the
ROCRWS wastewater treatment plant to 10.0 MGD is desirable in approximately 2013 with a preliminary

engineering study beginning in the year 2011. A new master plan should be prepared in the near future to
review updated population and flow projections.

The projects recommended for the Series 2010 Bond Program include relief of approximately 13,207 linear
feet of the Bear Creek Interceptor, approximately 9,888 feet of the Red Oak Creek Interceptor,
approximately 13,160 linear feet of the Little Creck Interceptor, and a siphon upgrade (40R0-25) for the
Red Oak Creek Interceptor. The costs associated with the study, and engineering/survey costs for these
projects are anticipated to be funded under the 2010 Bond Program, while the construction, inspection
services costs are recommended to be funded under the 2010 Bond Program for the Bear Creek Interceptor

and under the 2011 Bond Program for the work associated with the Red Ouk Interceptor and Little Creek
Interceptor.

The total amount of funds required for the collection system study, engineering/survey, construction, and
inspection costs under the 2010 Bond Program is $12.78 million in 2010 dollars. Additional costs
associated with Land Rights require approximately $425,000 in 2009 dolars or $442,000 in 2010 dollars at
an annual inflation rate of 4% and is anticipated for separate funding. The cost estimates for the interceptor
relief improvements were originally developed based on the NDM Report and current material and labor
rates for proposal work. B&V provided revised construction costs in March of 2009 within the I/1
Assessment based on adjustments to the sewer lengths that reflect the proper segments and stationing. The
associated costs were increased from 2009 to 2010 dollars based on a 4% annual increase. The associated

increase fo the study and engineering/surveying fees have also been applied due to the sewer lengths
adjustments and assumed inflation rate.
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408C-1% $ 262000 | $§ 679000 | $ 90000 | $5223000 | $262000 | $ 6426000
40rR0-2? $ 462,000 | $1,201,000 | $115000 $ 1,663,000
408C-2%@ $ 77000 |$ 200000 | $ 65000| $1537000| $ 77000 | § 1,891,000
40LC-1 @ $ 340000 | $ BB4,000 | § 155000 5 1,224,000
GIS % 150,000 $ 150,000
Subtotals $1.201,000 | $2,064,000 | $425000 | $6750,000 | $330,000 | 311,354,000
infiation Contingency ™ | $ 52000 [ $ 110000 | § 17000f $ 271000 ] § 14000 | § 4565000
Contingency $ 970,000
Tolals $ 1,343,000 | $3,083000 | $442000 | $7031000 | $2353,000 | $12,780,000

(1) Land Right costs are shown for informationat purposes only as they cannot be funded through State Revolving Funds (SRF),
therefore, costs associated with the Land Rights are excluded from the Bond totats.

(2) Associated costs are based on adjusted segment lengths and construction costs as of 2009 provided by B&V.

(3) Inflation Contingency is based on 2010 dollars increased from 2009 dollars at annual inflation of 4%.

The projects recommended for the Series 2011 Bond Program includes the construction and inspection of
the Red Qak Creek Interceptor and the Little Creek Interceptor designed from the Series 2010 Bond
Program that were not already funded in 2010, In order to treat future flows, the ROCRWS treatment plant
will require a preliminary engineering study and design prior to the next expansion. The Series 2011 Bond
Program includes the engineering/surveying costs associated with the next anticipated plant expansion. A
total cost of approximately $24.39 million in 2009 dollars or $26.38 million in 2011 dollars at an annual
inflation rate of 4% is anticipated.

In order to treat future flows, the ROCRWS treatment plant will require expansion to 10.0 MGD in
approximately 2013. A total cost of approximately $22.68 million in 2009 dollars or $24.53 in 2013 at an
annual inflation rate of 4% is anticipated. The construction of this project and inspection services is
expected to be funded under the Series 2013 Bond Program.

The projects recommended for the Series 2015 Bond Program includes the relief of approximately 22,790
linear feet of the Red Oak Creek Interceptor in addition to the segments relieved in 2009 and 2011. The
relief of approximatety 18,292 lincar feet of the Little Creek Interceptor is also included in the 2015 Bond
Program. A total cost of approximately $25.91 million in 2009 doliars or $32.79 million in 2015 dollars at
an annual inflation rate of 4% is anticipated. Additional costs associated with Land Rights require
approximately $475,000 in 2009 dollars or $602,000 in 2015 dollars at an annual inflation rate of 4% and is
anticipated for separate funding.

The Bear Creek Force Main will require relief by 2016 and is expected to be funded under the Series 2016
Bond Program. 1t includes the relief of approximately 13,800 linear feet of the Bear Creek Force Main. A
total cost of approximately $5.75 million in 2009 dollars or $7.57 million in 2020 dollars at an annual
inflation rate of 4% is anticipated. Additional costs associated with Land Rights require approximately
$160,000 in 2009 dollars or $211,000 in 2015 dollars at an annual inflation rate of 4% and is anticipated for
separate funding.

The project recommended for the Series 2020 Bond Program includes the relief of approximately 9,913
linear feet of the Bear Creek Interceptor. A total cost of approximately $3.42 million in 2009 dollars or
$5.26 million in 2020 dollars at an annual inflation rate of 4% is anticipated. Additional costs associated
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with Land Rights require approximately $113,000 in 2009 dollars or $178.000 in 2015 dollars at an annual
inflation rate of 4% and is anticipated for separate funding.

The projects recommended for the Series 2030 Bond Program includes the relief of approximately 1,639
linear feet of the Red Oak Creek Interceptor and approximately 7,285 linear feet of the Bear Creek
Interceptor. A total cost of approximately $4.94 million in 2009 dollars or $11.27 million in 2030 dollars at
an annual inflation rate of 4% is anticipated. Additional costs associated with Land Rights require
approximately $103,000 in 2009 dollars or $240,000 in 2015 dollars at an annual inflation rate of 4% and is
anticipated for separate funding.
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RED OAK CREEK REGIONAL WASTEWATER SYSTEM  7/30/2009

PROJECTED GROSS TOTAL TOTAL | :
ENDING FLOW  COST PER DEBT SERVICE DEBT SERVICE PROJECTED
30-Nov (MGD) 1000 GAL REVENUES  EXPENSE*  COVERAGE
2010 3.10 $4.123 $4,665,510 $2,894,880 1.61
2011 3.12 $5.318 $6,056,270 $4,180,605 1.45
2012 3.14 $5.536 $6,361,885 $4,420,538 1.44
2013 3.16 $5.599 $6,418,084 $4,426,871 1.45
2014 3.18 $5.616 $6,477,145 $4,424,792 1.46
2015 3.20 $5.546 $6,567,647 $4,425,469 1.48
2016 3.40 $5.353 $6,661,735 $4,429,732 1.50
2017 3.60 $5.141 $6,755,398 $4,433,570 1.52
2018 3.80 $4.937 $6,846,936 $4,435,283 1.54
2019 4.00 $4.754 $6,940,303 $4,438,826 1.56
2020 4.20 $4.589 $7,034,969 $4,443,667 1.58
2021 4.40 $4.438 $7,127,359 $4,446,232 1.60
2022 460 $4.301 $7,221,010 $4,450,059 1.62
2023 4.80 $4.176 $7,316,990 $4,456,213 1.64
2024 5.00 $4.060 $7,409,965 $4,450,363 1.66
2025 5.20 $3.822 $7,253,918 $4,213,492 1.72
2026 5.40 $3.742 $7,376,105 $4,245,854 1.74
2027 5.60 $3.703 $7,569,103 $4,349,028 1.74
2028 5.80 $3.677 $7,784,558 $4,474,658 1.74
2029 6.00 $4.000 $8,760,902 $5,361,177 1.63

* DEBT SERVICE EXPENSE IS BASED ON CURRENT DEBT SERVICE EXPENSE

PLUS PROJECTED EXPENSE FOR SERIES 2009 BONDS ONLY.







TRINITY RIVER AUTHORITY
RED OAK CREEK SYSTEM

Contracting Parties:

City of Cedar Hill, Texas
City of DeSoto, Texas
City of Glenn Heights, Texas
City of Lancaster, Texas
City of Ovilla, Texas
City of Red Oak, Texas



C11Y OF CEDAR HILL, TEXAS

TABLE 1 - WATERWORKS AND SEWER SYSTEM CONDENSED STATEMENT OF OPERATIONS

OPERATING REVENUES
Water Sales
Sewer Sales
Other Charges
Total Operating Income

OPERATING EXPENSES
Sewage Treatment
Purchase of Water
Personnel Services
Depreciation
Gross Receipts Tax
Heat, Light and Power
Maintenance
Contractual Services
Bad Debts
Materials and Supplies
Miscellaneous
Total Operating Expenses

OPERATING INCOME

NON-OPERATING
REVENUES (EXPENSES)
Other Revenues
Interest Revenue
Gain (Loss) on Retirement of Assets
Interest and Fiscal Charges

Total Non-Operating Income

INCOME (LOSS) BEFORE
CONTRIBUTIONS AND TRANSFERS

Contributions
Contributions, Tap Fees & Other

TRANSFER QUT
NET INCOME
ADDITIONS

Depreciation

Interest & Fiscal Charges

Gain (Loss) on Retirement of Assets
Transfer Out

TOTAL ADDITIONS

DEDUCTIONS
Contributions
Capital Recovery Fees
Interest Income-Cap, Rec. Fees
Interest income-Bond Proceeds

TOTAL DEDUCTIONS
NET REVENUES

Fiscal Year Endad September 34,

2008 2007 2006 2005 2004
$ 9,166,124 $ 7,752,744 § 0,660,603 § 8530507 § 7,383,346
4,985,576 4,530,261 4,468,950 4,595,528 4,258,564
521,310 517,519 575,863 500,911 643,106
14,673,010 12,900,524 14,705,546 13,717,346 12,285.016
3,809,777 3,441,542 3,165,863 3,544,643 3,058,807
2,811,772 3,140,673 3,306,043 2,884,566 2,703,082
2,370,241 2,211,241 2,068,556 1,958,623 1,785,285
1,602,646 1,666,907 1,522,928 1,196,741 1,065,346
644,739 552,735 635,126 590,436 523,886
498,065 376,878 520,596 333,601 210,313
304,158 208,050 117,288 315291 341,213
391 466 473,223 251,217 180,514 193,672
- 428,691 330,026 178,520 119,925
128,398 244,764 215,310 258,053 270,568
79,604 73,075 64,475 72813 51,106
12,840,866 12,817,779 12,401,368 11,514,1% 10,327,703
1,832,144 82,745 2,304,178 2,203,150 1,957,313
41,527 53,283 616,842 552,116 977,356
604,215 767361 646,285 340,448 119,255
(11,189) (58,192) {1,463,439) - -
(523.216) (424,801) (376,825) (331,207 {242,237)
111,337 337,651 (577,137 561,357 354,374
1,943,481 420,396 1,727,041 2,764,507 2,811,687
3,429,343 2,011,817 1,434,853 3,150,795 6,163,978

200,131 623,568

(1,802,000) (1,801,000} (1,800,000) {1,800,000) (1,800,000)
1,770,955 1,254,781 1,361,894 4,115,302 7,175,665
1,602,646 1,666,907 1,522,928 1,196,741 1,065,846
523,216 424,301 376,825 331,207 242,237

11,189 58,192 1,463,439 - -
1,802,000 1,801,000 1,800,000 1,800,000 1,800,000
3,939,051 3,950,900 5,163,192 3,327,548 3,108,083
3,429,343 2,011,817 1,434,853 3,150,795 6,163,978
199,483 614,292 562,964 504,549 968,455
117,167 194,721 180,668 127,959 49,49]
313,218 258,546 197,615 86,334 20,196
4,059,211 3,079376 2,376,100 3,869,637 7202.120
$  3.650,795 $ 2,126,305 $ 4148986 § 3573613 5 3081628

(1) Preliminary, provided by City officials.



TABLE 2 - COVERAGE AND FUND BALANCES ¥

Average Annual Principal and Interest Requirements, 2009-2027 b 804,647
Coverage of Average Requirements by 9/30/08 Net Revenues 4.54 Times
Maximum Principal and Interest Requirements, 2018 :3 084,598
Coverage of Maximum Requirements by 9/30/08 Net Revenues 3.71 Times
Waterwaorks and Sewer System Revenue Bonds Outstanding, 9/30/08 $ 10,695,000
Interest and Sinking Fund, 9/30/08. $ 579,534
Debt Service Reserve Fund, 9/30/08 . 3 855,227

(1) Preliminary, provided by City officials.
TABLE 3 - REVENUE BONDS AUTHORIZED BUT UNISSUED

As of September 30, 2008, the City has no authorized but unissued revenue bonds.

TABLE 4 - HISTORICAL WATER USAGE

Fiscal Year Daily Peak Peak Total

Ended Average Day Month Usage Water

9130 (MGD) MG} (MGD) MGD) Revenue
2004 592 9.9 2474 2,165.3 $ 7,383,346
2005 6.53 11,9 3204 2,384.0 8,530,907
2006 8.29 19.7 384.4 3,026.0 9,660,693
2007 6.94 12.9 264.8 2,528.0 7,752,744
2008 8.31 13.1 3375 3,031.5 9,166,124

TABLE 5 — MONTHLY WATER RATES (EFFECTIVE AS OF OCTOBER 1, 2008)

New Rates
Inside Qutside
City City
First 1,000 Gallons 5 7.00 $ 7.00
Next 49,000 Gallons 4.81 4.81
Over 50,000 Gallons 4.76 4,76
Old Rates
[nside QOutside
City City
First 1,000 Gallons b 7.00 $ 7.00
Next 49,000 Gallons 4,84 4.84
Over 50,000 Gallons 479 479



TABLE 6— MONTHLY SEWER RATES (EFFECTIVE AS OF OCTORER 1, 2008)

Residential
New Rates Old Rates
Inside Qutside Inside Outside
City City City City
First 1,000 Gallons 3 7.25 $ 7.25 $ 7.25 3 7.25
Over 1,000 Gallons 5.25 5.25 4,75 4,75
Residentia] charges capped at $55.00
Commercial
New Rates Old Rates
Inside Outside Inside Qutside
City City City City
First 1,000 Gallons b 725 b 7.25 3 7.25 $ 7.25
Over 1,000 Gallons 5.25 525 4,75 475

TABLE 7 - CAPITAL RECOVERY FEES

As of September 30, 2008, the capital recovery fee funds may be used for capital projects and to pay debt

service on projects for which the fee was levied and to date has produced approximately $14,425,639 for
the City:

Water Sources $ 8,196,745.00
Sewer Sources 3,511,659.00
Investment Earnings 2,717,235.00

To date, the City has used approximately $11,604,072.00 of the funds for water and wastewater projects
and has remaining funds of $2,821,567.00.



CITY OF DESOTO, TEXAS
TABLE 1 - WATERWORKS AND SEWER SYSTEM CONDENSED STATEMENT OF QOPERATIONS

Fiscal Year Ended September 30,

2008 ¥

2007 2006 2005 2004
Operating Revenues:
Charges for Services $ 13,808,696 $ 12,579,614 § 16,350,648 § 12,269,753 $ 12,033,005
Interest Income - 173,603 175,584 96,804 54,928
Other - - - 40,290 -
Total Operating Revenues $ 13,808,696 $ 12,753,217 $ 16,526,232 $ 12,406,847 $ 12,087,923
Onperating Expenses:
Financial Services P 1,151,309 b 690,847 b 632,857 § 582415 § 625,098
Development Services 7,253,019 7,179,997 7,130,179 6,255,162 6,076,784
Nondepartmental Management
Services 2,362,241 2,322.128 2,248,302 2,245,519 2,196,818
Tatal § 10,766,569 § 10,192,972 $ 10,061,338 $ 9,083,096 $ 8,858,700
Net Available for Debt Service $ 3,042,127 3 2,560,245 $ 6,464,854 § 3,323,751 § 3,189,233
Water Customers 12,489 15,211 15,019 14,707 14,198
Sewer Customers 14,553 14,365 14,133 13,756 13,310
{1) Preliminary, provided by City officials.
TAEBLE 2 - HISTORICAL WATER CONSUMPTION
Fiscal Total Number of Average Daily Peak Daily
Year Pumped Gallons Pumpage Pumpage
2004 2,463,040,000 6,718,000 8,465,250
2005 2,636,568,000 7,223,474 14,006,000
2006 2,986,463,000 9,706,961 13,917,500
2007 2,286,115,000 6,263,329 15,384,000
2008 2,535,513,000 7,055,000 10,726,000
TABLE 3 - TEN LARGEST WATER CUSTOMERS
Fiscal 2008 Water  Percentof  Fiscal 2007 Water Percent of
Customer Usage Gallons Gallons Revenues Water Revenue
DeSoto Independent School District 30,148,000 1.36% 3 141,722 1.5%
City of DeSoto 29,468,000 1.33% 139,437 1.5%
Mt. Vernon Apartments 20,627,000 0.93% 107,136 1.2%
Dynamic Mobile Home Park 20,098,000 0.91% 96,693 1.0%
Wintergreen Place Apartments 19,353,000 0.88% 90,330 1.0%
Creekwood Apts 15,687,000 0.71% 73,189 0.8%
TX Kimwood Apartments, LP 14,789,000 0.67% 68,820 0.7%
Windsong Place Apt 14,481,000 0.65% 68,483 0.7%
DeSoto Apartments, LTD 14,290,000 0.65% 66,716 0.7%
Williamsburg Viliage Healthcare 13,883,000 0.63% 59,180 0.6%
192,824 000 8.72% $ 911,706 2.83%




TABLE 4 - MONTHLY WATER RATES

Base Rate (First 1,000 Gallons)
Minimum Charge

Rates
Meter Size Effective October 1, 2005
3/4" §7.93
1 15.07
1172 26.95
2 4121
3 7451
4 122.07
6 383.62
8 668.52
10 1,049.41
12 1,287.20

Volume Charge: 2.76/1,000 for 0 015,000 gallons
Volume Charge: 3.51/1,000 for 15,001 t030,000 gallons
Volume Charge: 4.26/1,000 for 30,001 and above gallons
{gallons over base rate usage)

TABLE 5 - MONTHLY SEWER RATES

Residential Effective October 1, 2005
First 1,000 gatlons $6.51 (Minimum)
Over 1,000 gallons 4.10/1,000 gatlons

3 months winter average

(3 months winter average is calculated as the average of the lowest
3 months out of the 4 months of December, January, February,

and March)

Multi-family

First 1,000 gallons $6.51 (Minimum)
Qwer 1,000 gatlons 4.10/1,000 gallons

3 months winter average

{3 months winter average is calculated as the average of the lowest
3 months out of the 4 months of December, January, February,

and March)

Commercial/Industrial

First 1,000 gallons $6.51 (Minimum)
Over 1,000 gallons 4.10/1,000 galions



CiTY OF GLENN HEIGHTS, TEXAS

TABLE 1 - WATERWORKS AND SEWER SYSTEM CONDENSED STATEMENT OF OPERATIONS

Fiscal Year Ended September 30,

Revenues: 2008 2007 2006 2005 2004
Water System £ 2,007,200 $1,781,166 $ 1,996,097 § 1,964,358 $ 1,729,785
Sewer System 1,414,516 1,148,762 1,163,402 1,109,462 1,036,706
Tap Fees 62,823 101,356 163,250 71,497 262,270
Late Penalties and Surcharges 119,995 159,325 142,458 119,057 116,502
Interest Revenue - - 33,508 17,076 7418
Qther 10,866 8,836 34,119 187,091 40,440
Total Operating Revenue $3,615400 $3,199,445 $ 3,532,834 $ 3,471,041 $ 3,223,121
Expenses:
Payroll Expense § 730,967 $ 639,612 $ 639,989 $ 568335 $ 493,118
Sewage Treatment - - - - .
Purchased and Contracted Services 2,478,557 1,938,693 2,254,104 1,776,974 1,689,271
Supplies and Materials 97,652 91,450 90,014 63,689 54,353
Utilities - - - - -
Provision For Uncollectible Accounts - 175,688 109,052 123,824 83,345
Total Operating Expenses $ 3,307,176 $2,845,443 £ 3,093,159 $ 2532,822 $ 2,320,087
Net Available for Debt Service 5 308,224 $ 354,002 § 439,675 § 933219 § 903,034
Water Customers 5,540 5,825 4972 . 4,432 3,981
Sewer Customers 3,328 3,189 3,003 2,707 2,485

TABLE 2 - COVERAGE AND FUND BALANCES

As of September 30, 2008, the City has no ocutstanding revenue debt,
TABLE 3 - REVENUE BONDS AUTHORIZED BUT UNISSUED
As of September 30, 2008, the City has no authorized but unissued revenue debt outstanding.

TABLE 4 - HISTORICAL WATER USAGE

Fiscal Average
Year Daily

Ended Total Usage Usage
2004 39,407,480 1,079,657
2005 40,639,200 3,386,500
2006 63,133,100 4,036,400
2007 43,048,000 1,104,000
2008 48,109,900 1,457,800



TABLE 5 - TOpP TEN CUSTOMERS

Estimated
Fiscal 2008 Percent of
Water Usage Total Water

Customer In Gallons Usage
City of Red Oak 4,955 10.30%
Kingston Meadow HOA 414 0.86%
HIHOR.V. Park 281 0.58%
De Soto ISD 190 0.39%
Texaco, Bear Creek 166 0.35%
Sallie Howze 151 0.31%
Sagebrush Greenhouse/Nursery 148 0.31%
Jani Collins 123 0.26%
Kingston Meadow HOA 101 021%
Clint Carol 38 0.18%

TABLE 6 - MONTHLY WATER RATES (EFFECTIVE NOVEMBER 1, 2005) |

Water Rates

Meter Charge Within City Limits Outside City Limits
3/4 Inch $12.61 317.19
i Inch 31.53 42.97
1 1/2 Inch 63.06 85.94
2 Inch 160.89 137.50
3 Inch 189.17 257.81

Volumetric Charge :

(per 1,000 galions Within City Limits Outside City Limits
0-6,000 $2.24 $3.15
6,001 - 12,000 2.80 3.94
12,001- 18,000 351 4.93
18,001 and Over 438 6.16

Irrigation Rates

Meter Charge

3/4 Inch

1 Inch

1 1/2 Inch
2 Inch
31Inch

Volumetric Charge
(per 1,000 gallons

0 - 6,000

6,001 - 12,000
12,001- 18,000
18,001 and Qver

TABLE 7 - MONTHLY SEWER RATES (EFFECTIVE NOVEMBER 1, 2005)

Wastewater Rates

Meter Charge Within City Limits Qutside City Limits
3/4 Inch $19.44 $22.36
1 Inch 48.60 55.89
1 1/2 Inch 97.20 111.78
2 Inch 155.52 178.85
3 Inch 291.60 335.34

(Remainder of page intentionaily left blank.)

5631
15.76
31.53
50.44
94.58

$3.67
4.59
5.74
7.17



CITY OF LANCASTER, TEXAS

TABLE 1- WATERWORKS AND SEWER SYSTEM CONDENSED STATEMENT OF OPERATIONS

Fiscal Year Ended September 30,
2008 ¥ 2007 2006 2005 2004
Operating Revenues $ 9493720 § 9,109409 § 9078975 $ 7,703,293 § 7,531,932
Direct Operating Expenses'’ $ 7951781 % 1779519 % 6435150 $ 5729519 § 5982760

Net Available for Debt Service $ 1,541,939 $ 1,329,800 @Y § 2,643,825 $ 1,973,774 § 1,548,172

Water Customers 10,718 9,547 9,118 9,118 8,844
Sewer Customers 9,401 9,213 8,983 8,754 8,434

(1)} Direct Operating Expenses include all water and sewer operating expenses, less depreciation and bad debt expense.

(2) Due to excessively wet weather in Texas during fiscal year 2007, the City’s water and sewer fund did not generate
sufficient revenues to offset debt service expenditures. The City raised water and sewer rates effective February
2008 and also plans to utilize available net working capital to cover revenue bond debt service as well as general
obligation bond debt service supported by water and sewer revenues,

(3} Preliminary, provided by City Officials.

TABLE 2 - COVERAGE AND FUND BALANCES ¥

Average Annual Principal and Interest Requirements, 2009-2015 $ 105,599
Coverage of Average Requirements by 09/30/08 Net Income 14.60x
Maximurm Principal and Interest Requirements, 2010 3 109,015
Coverage of Maximum Requirernents by 09/30/08 Net Income 14.14x
Waterworks and Sewer System Revenue Bonds Qutstanding, (9/30/08 $ 600,000

Interest and Sinking Fund, 9/30/08
Reserve Fund, 9/30/08

8 &

600,000
(1) Preliminary, subject to change.

TABLE 3 - WATER USAGE

Fiscal Average Peak
Year Total Water Daily Day
/30 Consumption Pumpage Capacity

2004 1,257,956,850 3,534,655 6,681,100
2005 1,480,485,350 4,278,272 6,874,650
2006 1,733,770,000 4,750,055 8,990,000
2007 1,525,000,000 4,178,000 7,050,000
2008 1,659,380,000 4,546,250 7,195,000

{Remainder of page intentionally left blank.,)



TABLE 4 - TEN LARGEST WATER CUSTOMERS

Fiscal 2008 Estimated
Water Usage % of Total Revenues
Customer in Gallons Water Usage Received
Lancaster Independent School District 33,875,700 204% & 116,613
Lancaster MUD #1 32,525,700 1.96% 73,364
Hunter's Creek /River Bend Apartments 29,923 500 1.80% 132,316
MEA, Texas Lancaster, LTD (Rolling Hills Apts ) 25,010,700 1.51% 103,309
Portofino Apartments 24,404,200 1.47% 91,807
Rosemont of Lancaster 19,074,600 1.15% 77,797
Pleasant Run Apartments, LLC 15,671,000 0.94% 60,006
Bel-Air Place Apartments 14,123,300 0.85% 44,331
Pleasant Creek Corner Apartments 12,356,300 0.74% 45,628
Creekwood Place LP {1 12,093,200 0.73% 51,083
219,058,200 1320% § 796,253

TABLE 5 - MONTHLY WATER RATES (EFFECTIVE FEBRUARY 2, 2008)

Minimum
Monthly

Meter Size: Meter Charge:

3/4 or 5/8" Meter § 12.32

1" Meter $ 29.52

1 1/2" Meter 5 57.21

2" Meter b 91.10

3" Meter 5 17%.06

4% Meter 3 278.75

6" Meter b 555.68

8" Meter S 987.68

10" Meter 3 1,541.53

TABLE 6 - WASTEWATER TREATED
Fiscal Daily

Year Total Usage Average Monthly
9/30 {1,000 Gallons) Gallons Average
2004 1,629,363 4,527,397 135,821,916
2005 1,545,766 4,234,975 128,813,833
2006 1,812,830 4,966,657 151,069,159
2007 1,733,000 4,750,000 144,500,000
2008 1,821,000 4,989,000 151,750,000
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TABLE 7 - TEN LARGEST WASTEWATER CUSTOMERS

Fiscal 2008
Customer Consumption
Hunters Creek/River Bend Apartrnents 18,543,467
Pleasant Run Apartments, LLC 14,312,465
Rosemont of Lancaster 12,568,820
Portofino Apartments 11,092,995
Creekwood Place LP II 12,048,774
LISD High School 13,304,260
Lancaster MUD #I (SW) 9,037,300
CI Meadows LLC 8,074,310
Bel-Air Place Apartments 8,337,899
Brass Craft - Lancaster 7,718,870
115,039,160

TABLE 8 - MONTHLY SEWER RATES (EFFECTIVE FEBRUARY 1, 2009)

Residential Rates
$10.38 (Minimum Charge)
Plus $5.23 per 1,000 gatlons

Multi-Family
$6.93 (Minimum Charge)
Plus $5.23 per 1,600 gallons

Commercial Rates
$10.38 (Minimum Charge)
Plus $5.23 per 1,000 gallons

Industrial Rate
$10.38 (Minimum Charge)
Plus $5.23 per 1,000 gallens

(Remainder of page intentionally left blank.)
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Crry OF OVILLA, TEXAS

TABLE 1 - WATERWORKS AND SEWER SYSTEM CONDENSED STATEMENT OF OPERATIONS

Fiscal Years Ended September 30,

Revenues: 2008 2007 2006 2005 2004
Water Sales $ 824,824 $ 685,526 $1,085,265 $ 833381 $ 745,657
Reconnection Fees 2,295 1,286 2,876 2,025 3,402
Meter Fees 10,105 1,125 2,110 4,300 8,500
Sewer Lines 153,506 135,544 124,292 134,416 144,446
Miscellaneous 93,587 215,555 200,422 31,391 7,430
Total % 1,084,317 $1,036,036 $1,414,965 $1,005,513 § 909,435

Expenditures:

Water Expenses $ 570,372 5 - $ 660,691 $ 536,494 $ 433,634
Sewer Expenses 53,769 - - - -

Water Administration 136,901 - - - -

Utilities-Water Tower - 458,707 - - -

Maintenance and Supplies - 18,056 41,514 22,148 20,492
Insurance - 22,27 17,983 30,204 26,017
Salarjes - 181,163 142,440 151,825 153,859
Postage - 4,550 5,485 3,605 3,818
Outside Services - 212,353 172,580 3,208 1,155
Utilities - 7,786 44,436 25,328 1,414
Miscellaneous - 25,699 14,106 900 3,412
Total $ 761,042 $ 930,585 $1,099,235 3 773,712 $ 643,801

TABLE 2 - COVERAGE AND FUND BALANCES

The City has water revenue bonds in the amount of $735,000.

TABLE 3 - MONTHLY WATER RATES (EFFECTIVE NOVEMBER 1, 2007)

Water Service Rates
0 to 1,000 gallons § 9.50 first 1,000 gallons
1,001 to 2,000 gallons 10.15  per 1,000 gallons
2,001 to 20,000 gallons 3.65 per 1,000 gallons
20,001 to 40,000 gallons 475 per 1,000 gallons
40,001 to 60,000 gallons 5.85 per 1,000 gallons
60,001 to 80,000 gallons 6.95 per 1,000 gallons
80,001 to 100,000 gallons 8.05  per 1,000 gallons
100,001 and up 9.15  per 1,000 gallons

TABLE 4 - MONTHLY SEWER RATES (EFFECTIVE AUGUST 1, 2002)

First 1, 000 gallons $7.50
Over 1,000 gallons $5.00
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CITY OF RED OAK, TEXAS

TABLE 1 - WATERWORKS AND SEWER SYSTEM CONDENSED STATEMENT OF OPERATIONS

Fiscal Years Ended September 30,

2008

Revenues: 2007 2006 2005 2004
Water § 1,026,795 $ 949261 $ 1,069,540 $ 825924 $ 672,153
Sewer 1,059,699 1,114,593 994,356 926,219 868,869
Tap Fees and Reconnects 179,818 326,306 427,013 280,735 215,599
Interest Income 62,354 279,226 189,149 107,265 31,192
Penalties 74,063 - - - -
Other 57,797 11,178 57,340 58,044 114,254
Total $ 2460526 $ 2,680,564 $ 2,737,438 $ 2,198,187 $ 1,902,067

Expenditures:

Personnel $ 217,762 $ - 5 - $ - $ -

Contractual Services 1,596,217 1,249,325 1,188,363 971,093 977,311
Maintenance 88,843 75,052 74,990 79,923 78,069
Other 169,718 125,379 156,538 101,600 94,010
Total § 2,072,540 $ 1,449,756 $ 1,419,891 $ 1,152,616 3 1,149,390

Net Available for Debt Service $ 387936 $ 1,230,808 $ 1,317,547 $ 1,045,571 § 752677 .

Water Customers 3,081 2,759 2,490 1,692 1,444

Sewer Customers 2,569 2,163 2,035 1,792 1,645

(1) Preliminary, provided by City Officials.
TABLE 2 - COVERAGE AND FUND BALANCES
As of September 30, 2008, the City has no outstanding revenue debt.
TABLE 3 - AUTHORIZED REVENUE BONDS
Date Authorized Purpose Amount Authorized Issued to Date Unissed
5/12/1962 Water $ 100,000 b 50,000 $ 50,000
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TABLE 4 - MONTALY WATER RATES (EFFECTIVE FEBRUARY 1, 2009)

Residential: Base (includes first 1,000 gallons) 3 14.66
1,000 - 7,000 gallons 340
8,000 - 14,995 432
15,000 - 999,999 5.13
Commerical: Base (includes first 1,000 gallons) $ 2156
1,000 - 23,999 4,08
24,000 - 34,999 5.11
35,000 - 999,999 6.13

TABLE 5 - HISTORICAL WATER USAGE

Fiscal Year Total Usage
2004 185,119,570
2005 211,985,650
2006 318,760,830
2007 230,562,490
2008 171,447,000

TABLE 6 - MONTHLY SEWER RATES (EFFECTIVE FEBRUARY 1, 2009)

Residential: Base (includes first 1,000 gallons) § 19.21
1,000 - 999,999 § 4383
Commerical: Base (includes first 1,000 gallons) 3 2846
1,000 - 999,999 § 466
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RESOLUTION NO. R-1237

CERTIFICATE FOR
A RESOLUTION BY THE BOARD OF DIRECTORS OF TRINITY RIVER AUTHORITY
OF TEXAS REQUESTING FINANCIAL ASSISTANCE FROM THE TEXAS WATER
DEVELOPMENT BOARD, AUTHORIZING THE FILING OF AN APPLICATION FOR
ASSISTANCE,; AND MAKING CERTAIN FINDINGS IN CONNECTION THEREWITH

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

I, the undersigned, Assistant 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 27TH DAY OF FEBRUARY, 2008, at the designated meeting place, and the roll
was called of the duly constituted officers and members of said Board, to-wit:

Michael Cronin, President John W. Jenkins
Linda D. Timmerman, Ed.D., Vice President Katrina Keyes
Sam Scott, Assistant Secretary Nancy E. Lavinski
Connie H. Arnold Andrew Martinez
Harold L. Barnard Kevin Maxwell
Herschel S. Brannen IiI Lynn H. Neely
Leslie C. Browne Manny Rachal

Karl R. Butler
Pat Carlson

Anal.aura Saucedo
Shirley K. Seale

Patricia T. Clapp Kim C. Wyatt
Steve Cronin Vacancy
Hector Escamilla, Jr. Vacancy

Jerry F. House, D. Min.

and, at the time of adoption of the resolution hereinafter described, all of said persons were
present and voted, except the following absentees: L ret oo P ,{@,Q,
Whereupon, a quorum being present, the following was transacted at said Meeting:” a written

A RESOLUTION BY THE BOARD OF DIRECTORS OF TRINITY RIVER AUTHORITY
OF TEXAS REQUESTING FINANCIAL ASSISTANCE FROM THE TEXAS WATER
DEVELOPMENT BOARD; AUTHORIZING THE FILING OF AN APPLICATION FOR
ASSISTANCE; AND MAKING CERTAIN FINDINGS IN CONNECTION THEREWITH

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 resolution, 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 m 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 introduced 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.

SIGNED AND SEALED the 27th day of February, 2008,

Sy i

Aséstant Secretary, Board of Directors,
Trinity River Authority of Texas

(AUTHORITY SEAL)



RESOLUTION NO. R-1237

A RESOLUTION BY THE BOARD OF DIRECTORS OF TRINITY RIVER AUTHORITY OF
TEXAS REQUESTING FINANCIAL ASSISTANCE FROM THE TEXAS WATER
DEVELOPMENT BOARD; AUTHORIZING THE FILING OF AN APPLICATION FOR
ASSISTANCE,; AND MAKING CERTAIN FINDINGS IN CONNECTION THEREWITH

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

WHEREAS, the Board of Directors of Trinity River Authority of Texas (the "Authority")
hereby finds and determines that there is an urgent need for the Authority to acquire and construct
improvements and extensions to the Authority's Red Oak Creek Regional Wastewater System (the
"Project"); and

WHEREAS, such capital improvements cannot be reasonably financed unless financial
assistance is obtained from the Texas Water Development Board.

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

1. That an application is hereby approved and authorized to be filed with the Texas Water
Development Board seeking financial assistance in an amount not exceed $25,000,000 to provide for
the costs of acquiring and constructing the Project.

2. That the General Manager of said Authority be and hereby is designated the authorized
representative of the Authority for purposes of furnishing such information and executing such
documents as may be required in connection with the preparation and filing of such application for .
financial assistance and with complying with the rules of the Texas Water Development Board.

3. That the following firms and individuals are hereby authorized and directed to aid and
assist in the preparation and submission of such application and appear on behalf of and represent the
Authority before any hearing held by the Texas Water Development Board on such application, to
wit:

Financial Advisor; Engineer: Bond Counsel:

W. Boyd London, Ir. Dawn Anderson, PE. G. Charles Kobdish

Mary Williams Chiang, Patel & Yerby, Inc. McCall, Parkhurst & Horton L.L.P.
First Southwest Company 1820 Regal Row, Suite 200 717 N. Harwood St.

1700 Pacific Avenue Dallas, Texas 75235 Suite 900

Suite 500 (214) 638-1726 Dallas, Texas 75201

Dallas, Texas 75201 (214) 754-9236

(214) 953-4013






APPLICATION AFFIDAVIT

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

BEFORE ME, the undersigned, a Notary Public, in and for the State of Texas, on
this day personally appeared the General Manager, who being by me duly sworn, upon
oath says that (i) to the best of his knowledge and belief, the facts and information
contained in the Application to the Texas Water Development Board for financial
assistance are true and correct, (ii) the Authority will comply with all representations i
the Application to the Texas Water Development Board for financial assistance, all laws of
- the State of Texas, and all rules and published policies of the Texas Water Development
Board, (iii) to the best of his knowledge, there is no litigation or other proceeding pending
or threatened against the Authority before any court, agency, or administrative body
wherein an adverse decision would materially adversely affect the financial condition of
the Authority or the ability of the Authority to issue debt and (iv) the Application to the
Texas Water Development Board for financial assistance was approved by the Board of
Directors in an open meeting.

TRINITY R AUTHQRITY OF TEXAS

By:

General W

SUBSCRIBED AND SWORN TO BEFORE ME, by Danny F. Vance, General
Manager, thts o 7‘“““day of , 2008,

Notary Public’in and for the ¢
State of Texas

SHEILA J. MURPHY
MY COMMISSION EXPIAES

June 13, 2008

My commission expires:

gu—
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TRINITY RIVER AUTHORITY OF TEXAS -
RED OAK CREEEK REGIOMAL WASTEWATER SYSTEM CONTRACT

TEE STATE OF TEXAS :
TRINITY RIVER AUTHORITY OF TEXAS H

PHIS TRIMITY RIVER AUTHQRITY OF TEXAS - RED OAK CREEK
REGIONAL WASTEWATER SYSTEM CONTRACT (the "Contract") made and
entered into as of the lst day of JUNE, 1986 {the "Contract
Date"), by and among TRINITY RIVER AUTHORITY OF TEXAS (the
*authority”™), 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 Chapter 518, Acts of the 54th Legis-
lature of the Stete of Texas, Regular Session, 1955, as amended
{the "Authority Act"), and the following:

CITY OF CEDAR HILL, IN DALLAS AND ELLIS COUNTIES, TEXAS,

CITY OF DE SOTO, IN DALLAS COUNTY, TEXAS,

CITY OF GLENN BEIGHTS, IN DALLAS AND ELLIS COUNIIES, TEXAS,

CITY OF LANCASTER, IN DALLAS COUNTY, TEXAS .

~ CITY OF OVILLA, IN ELLIS AND DALLAS COUNTIES, TEXAS, and

CITY OF RED OAFK IN ELLIS COUNTY, TEXAS

{collectively the "Initial Contracting Parties").

HITNEGSSETH:

WHEREAS, each of the Initial Contracting Parties is a duly
created city and political subdivision of the State of Texas
operating under the Constitution and laws of the State of
Texas; and

WHEREAS, the Authority and the Initial Contracting Parties
are authorized to enter into this Contract pursuant to the
Authority Act, Chapter 30, Texas Water Code, Vernon's Ann, Tex.
Civ. St. Article 4413(32c) (thé "Interlocal Cooperation Act"),
and other applicable laws; and

WHEREAS, the Authority proposes to acquire and construct a
regional Wastewater treatment system to serve the Initial Con-

tracting Parties in the area of the watershed or drainage basin

~of Red Oak Creek, belng a tributary of the Trinity River, and

being located in Ellis and Dallas Counties, Texas (the "System"

or "Red Oak Creek System"); and



.

of any such contract such party shall become one of the Con-
tracting Parties for all purposes of this Contract, unless
otherwise specifically provided herein,

{b} "aAdjusted Annual Payment" means the Annuwal Payment,
as adjusted during or after each Annuzl Payment Periocd, as
provided by this Contract.

{c] T"Advisory Committee" means the committee to be
created to consult with and advise the Authority with respect
to the System as provided in Section 10 of this Contract.

{d) r"Annual Payment™ means the amournt of money to be paid
to the BRuthority by each of the Contracting Parties during each
Annual Payment Pericd as its proportionate share of the Annual
Requirement. .

(e) "annual Payment Periocd" means the Authority's Fiscal
Year, which currently begins on December 1 of each calendar
year and ends on the last day of November of the next calendar
year, and the first Annual Payment Period under this Contract
is estimated to be the period of December 1, 1988, through-
November 30, 1989,

(£} “Annual Requirement" means the total amount of money
required for the Authority to pay all Operation and Maintenance
Expenses of the System, to pay the debt service on its Bonds}
to pay or restore any amounts required to be deposited in any
special, contingency, or reserve funds required to be estab-
lished and/or maintained by the provisions of the Bond Resolu-
tions, all as further described in Section 11 {a) of thié
Contract.

(g) "B.C.D," (denoting Biochemical Oxygen Demand) means

the quantity of oxygen utilized in the biochemical oxidation of

.organic matter under standard laboratory procedure in five days

at 2D* C., expressed in milligrams per liter.
{h) "Bond Resolution® means any resclution of the Author-

ity which authorizes any Bonds.
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personnel, the cost of utilities, the cpsts of supervision,
engineering, aceocunting, auditing, legal services, supplies,
services, administration of the System, including the Author-
ity's general overhead expenses attributable to the System,
insurance premiums, eguipment necessary for proper operation
and maintenance of the System, and payments made by the Author-~
ity in satisfaction of judgments resulting from claims not
covered by the Anthority'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 Bonds, The
term does not include depreciation.

(r) "pH" means the common logarithm of the reciprocal of
the weight of hydrogen ions in grams per liter of solution.

(s) ™“Project" means the "Project” as defined in the
preamble to this Contract, and as generally described in the
Engineering Report.

{t) "POTW® means Publicly Owned Treatment Works as
defined in 40 CFR 403,

{u} "Properly Shredded Garbage" means garbage that has
been shredded to such degree that all particles will be carried
freely under the flow conditions normally prevailing in publid
sewers, with no particle greater than 1/2 inch in any dimen-
sion,

(vl "Significant Industrial User (SIU)" means any indus-
trial user who is connected or desirss to connect to the City's
domestic wastewater collection.system and meets at least one of
the following criteria:

(1} Average industrizl wastewater discharge
rate greater than 50,000 gpd.

(2) BOD and/ur suspended sclids concentrations
in industrial wastewater greater than 250 mg/l.

{3} Industrial category regulated by Naticmal
Pretreatment Standards as promulgated by the United
States Environmental Protection Agency.



Huston & Associates shall be the Consulting Engineers for the
system, provided that the Consulting Engineers may be changed
at the option cf the Authority. The Authority agrees to use
its best efforts to issue its Bonds, payable from and secured
by Annual Payments made under this Contract, to and teo acguire
and construct the System, and agrees that the System will be
acquired and constructed in general accordance with the Engi-
neering Report, It is anticipated that such acguisition and
construction will be financed by the Authority through the
issuance of one or more series or issues of its Bonds payable
from and secured by Annual Payments made under this Contract,
and the Authority agrees to use its hest efforts to issue its
Bonds for such purpcse. The proceeds from the sale and de-
livery of such Bonds alsc will be used for the payment of the
Authority’'s expenses and costs in connection with the refund-
ing, the System, and the Bonds, including, without limitation,
all financing, legal, printing, and other expenses and costs
related to the issuance of such Bonds and the System.

Section 3. QUANTITY AND PQOINTS OF ENTRY. {a) In con-
sideration of the payments to be made by each Contracting Party
under this Contract, each such Contracting Party is entitled{
during each Annual Payment Period while the System is in
operation, to discharge into the Red Oak Creek System at its
Point or Pouints of Entry hereinafter described, all of the
Wastewater which is generated within its boundaries which are
within the watershed or drainage basin of Red Oak Creek,
subject to the restrictions hereinafter stated; and provided
that each such Contracting Party must transport such Wastewater
to its Peint or Points of Entry. Further, each Initial Con-
tracting Party shall be obligated to transpourt and discharge
into the System at its Points of Entry all ﬁastewater which is
generated within its boundaries which are within the watershed
or drainage basin of Red Oak Creek, except for reasonably small

fringe areas which could be more cost effectively served by



receiving, transporting, treating, and disposing of all eligi-
ble Wastewater generated within the boundaries of each Con-
tracting Party which are within the watershed or drainage basin
of Red Oak éreek and which such Contracting Party delivers to
its Point or Points of Entry, and that the Authority will from
time to time issue its Bonds in such amounts as are, within its
judgment and diseretion, sufficient to achieve such results.

Section 4. QUARLITY. The obligatien of the Authority to
receive into the Red Cak Creek System such Wastewater depends
upon compliance by each Contracting Party with the provisions
of this Section.

General Objectives of Quality Reguirements.

In order to permit the Authority to properly treat and
dispose of each Contracting Party's Wastewater: to protect the
public health; and to permit cooperation with other agencies
which have requirements for the protection of the physical,
chemical, and bacterioclegical guality of public water and water
courses, and to protect the properties of the Red Oak Creek
System, each Contracting Party agrees:

(a} Admissible Discharges inteo Authority’s Red Oak Creek

System. Discharges into the Red QOak Creek System shall consis;
only -of Wastewater anrd other waste free from the prohibited )
constituents listed in Subsection (b) and limited in B.O.D.,
Suspended Solids, dissolved sulfides, and pE as hereinafter
provided.

‘{b) Wastes Not Admissible. Gasoline; c¢leaning solvents;

oils, greases; mineral oils; ashes; cinders; sand; gravel; tar;
asphalt; ceramic wastes; plastics; other viscous substances;
feathers; hair; rages; metal; metal filings; glass; wood shav-
ings; sawdust; unshredded garbage; toxic, corrosive, explosive
or malcdorous gases; acetylene generation sludge; cyanides or
cyanides or cyancgen compounds capable of liberating hydro-
cyanic gas on acidification in excess of 2 mg/l by weight as
CN; radiocactive materials which will permit a transient ¢oncen—

tration higher than 100 microcuries per liter; emulsified oil



discharges; therefore, revisions to, additions to, or deletions
from the items listed in this Section may become necessary in
the future to comply with these latest standawds. It is the

intention of this Contract that prohibited discharge require-

ments be reviewed periodically by the Authority and revised in
accordance with the latest standards of any Federal or State

Agency having regulatory powers. Any required revisions shall
be made and written notice thereof given to each Contracting

Party. Each Contracting Party shall be responsible for inte-
grating such changes intc the local industrial waste ordinance
and notifying all affected users of the change within ninety

days fellowing written notice to the Contracting Party of such
changes. '

(h) To determine normal quality of Wastewater, the
Authority will collect twenty-four hour composite samples of
Wastewater at each Point of Entry and cause same to be analyzed
in accordance with testing procedures as seﬁ forth in the

latest edition of Standard Methods of Examination of Water and

Wastewater, published by 2American Public Health Association,

Inc, Composite samples will normally be taken once a month, or
at more frequent intervals if necessary to determine Wastewater
guality. As provided above, such Wastewater shall not excee&‘

the limits of concentration specified for Normal Wastewater as

follows: -

Normal Wastewater Congentration

BOD 200 mg/1

TSS 200 mg/1

PH, not less than 6 nor greater than 19
Hydrogen Sulfide 0.1 mg/l

Should the analysis disclose concentrations higher than
those listed, the Aunthority immediately will inform the Con-
tracting Party which made the discharges resulting in the
violation of this Section, and such discharges shall cease
immediately. However, with the approval of the Authority,
Wastewater with concentrations of BOD and TS5 greater than

specified above may be discharged by a Contracting Party into



not ascertainable, then for a pericd extending back one-half
{172} of the time elapsed since the date of the last calibra-
tion, but in no event further back than a period of six (&)
months. Any Contracting Party may, at its option and its own
expense, install and operate a check meter to check aach meter
installed by the Authority, but the measurement for the purpose
of this agreement shall be solely by the Authority's meters,
except as in this Section specifically provided to the con-
trary. All such check meters shall be of standard make and
shall bhe subject at all reasonahle times to inspection and
examination by any employee or agent of the Authority, but the
reading, calibration, and adjustment thereof shall be made only
by the Contracting Party or Parties, except during any period
when a check meter may be used under spesific written consent
by the Authority for measuring the amcunt of Wastewater de-
livered into the Red Oak Creek System, in which case the
reading, calibration, and adjustment thereof shall be made by
the Authority with like effect as if such check meter or meters
had been furnished or installed by the Authority.

Section 6. UNIT OF MEASUREMENT. The unit of measurenment
for Wastewater discharged into the System hereunder shall be
1,000 gallons, U. §. Standard Liquid Measure. .

Section 7. LIABILITY FOR DAMAGES AND RESPONSIBILITY FOR
TREATMENT AND DISPOSAL OF WASTEWATER. Liability for damages
arising from the transportation, delivery, reception, treat-
ment, and/or disposal of all Wastewater discharged into the
System hereunder shall remain in each Contracting Party to its
Point or Points of Entry, respectively, and title +o such
Wastewater shall be in such Contracting Party to such Point or
Points, and upon passing through Points of Entry liability for
such damagegs shall pass to the Authority. As between the
Authority and each Contracting Party, each party agrees to
indemnify and to save and hold the other party harmless from

any and all claims, demands, causes of action, damages, losses,
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that no harm will result from such discharge and subject to the
filing by applicant industry of a statement, copy of which
shall be forwarded to the Authority, containing the following
information:

{1) Name and address of applicant;

(2) Type of industry;

(3) OQuantity of plant waste;

{4) Typical analysis of the waste;

{S) Type of pre-treatment proposed.
To facilitate inspection and control of Industrial Waste, each
Contracting Party will require industries to separate Indus-
trial Waste from Sanitary Sewage until such Industrial Waste
has passed through an inspection manhole which shall be located
so as to be accessible at all times to inspectors of such
Contracting Party. If inspection indicates that damage might
result from the discharge the permif shall be revoked unless
and until the industry promptly establishes acceptable remedial
measures. At regular intervals the Authority will collect
twenty-four hours composite samples of all Wastewater at each
Point of Entry and cause same to be analyzed by American Public
Health Association Standard Methods. Such Wastewater shall not
exceed the limits of concentration specified in Section 4 of-
this Contract. Should the analysis disclose concentrations
higher than those stipulated the Authority immediately will
inform the affected Contracting Party of such disgualification.
It shall be the obligation of such Contracting Party tc require
the offending originator of said highly concentrated materials
to ilmmediately initiate and undertake remedial pre-treatment or
other legal means before discharge inte such Contracting
Party's sewers.

(c) Ordinmances. Each Contracting Party, respectively,
agrees that it has enacted or will enact ordinances as neces-

sary to include the following provisions:



{7) The Ceontracting Party shall require self-monitoring
and reporting at SIU's expense.

(8) The Contracting Party shall choose or approve labora-
tory to analyze industrial wastes.

{3) The Contracting Party shall reguire SIU's to pay
applicable fees for:

(1) sampling and testing to determine compliance
(ii) disconnection/reconnection of service resulting
from noncompliance
(1ii) abnormal strength wastes
(iv) additional costs incurred by Contracting Party
or POTW in transporting or treating wastes
{v) -filing, revision, or reneswal of Permit
Application

{10) The Contracting Party shall provide public notifica-
tion for instances of violation.

(11) The Contracting Party shall deny/revoke permit,
disallcw/disconqect service, assess c¢ivil or crimipal penal-
ties, and seek other available legal and equitable remedies
against SIU for:

{i} discharge to sewerage system resulting in
viclation of POTW's discharge permit ccndition;‘
(ii) hazard to health or iife of POTW personnel or
users of re;eiving waters
(iii) wviolation of any applicable ordinance or
regulation
(iv) false information transmitted to approving
authority through Permit Application, monitoring
reports, etc,
The Contracting Party shall furnish to the Authority all
documents and recoxds, in a&dition to those outlined herein, as

necessary to demonstrate compliance by all industries.



sub-contracts with any other city or other entity under which
such other city or entity may discharge Wastewater generated.
outside the boundaries ofAsuch Contracting Party into such
Contracting Party's sewerE, to be transported into the System
at such Contracting Party's Point or Points of Entry along with
sqch Contracting Party's other Wastewater. In such case such
additional Wastewater shall be regarded as being the Wastewater
of such Contracting Party for all purposes of this Contract.
The consideration as between or among such cities or other
entities may be determined by such parties, but no such trans-
action shall relieve the Contracting Party cf its obligations
to the Authority under the terms of this Contract.

Section 10. ADVISORY COMMITTEE. {a) The governing body
of each of the Contracting Parties annually shall appoint one
of the members of its governing body or one of its employees as
a voting member of the Advisory Committee for the System, which
Advisory Committee is hereby created and established., The
Advisory Commit;ee, at its £first mneeting, shall elect a
Chairman, a Vice Chairman, and a Secretary. The Advisory
Committee may establish bylaws governing the election of
officers, meeting dates, and other matters pertinent to the_
functioning of the Advisory Committee, The Advisory Committee
shall-consult with and advise the Authority, through its
General Manager or his designated representative, with regard
to the following matters pertaining to the System:

{i) The issuance of Bonds;

(ii) The 6peration and maintenance of the System;

(iii) Additional Contracting Parties and the terms and
conditions of the contracts with such parties,
consistent with the provisions of this Contract;

(iv) Contracts for services to entities whiéh are not

Additional Contracting Parties, and the prices,
terms, and conditicons of such contracts consistent

with the provisions of this Contract;



allocated among the Contracting Parties as hereinafter pro-
vided, and that the Annual Regquirement for each Annual Payment
Period shall be provided for in each Annual Budget and shall at
all times be not less than an amount sufficient to pay or
provide for the payment of:

(&) An "Operation and Maintenance Component™ egual to the
amount paid or payable for all Operation and Mainte-
nance Expenses of the System; and

? (B} 2 "Bond Service Component" equal to:

N (1) the principal of, redemption premium, if any,
and interest on, its Bonds, as such principal,
redemption premium, if any, and interest become
due, less interest to be paid out of Bond
proceeds or from other sources if permitted by
any Bond Resolution, and all amounts required to
redeem any Bends prior to maturity when and as
provided in any Bond Resolution; and

{2) the proportionate amount of any special,
contingency, or reserve funds required to be
accumulated and maintained by the provisions of

any Bond Resolution; and

(3) any amount in addition thereto sufficient to

restore any deficiency in any of such funds reguired toc be

accumulated and maintained by the provisions of any Bond

Reszolution.

Section 12. ANNUAL BUDGET. Each Annual Budget for the

System shall always provide for amounts sufficient to pay the
Annual Requirement. The Annual Budget for the System for all
or any part of the Annuval Payment Peried during which the
System is first placed into operation shall be prepared by the
1;;: {‘ Authority based on estimates made by the Authority after

P consultation with the Advisory Committee., On or before August
1 of each year after the System is first placed in operation,
the Authority shall furnish to each Contracting Party a pre-

liminary estimate of the Annual Payment regqguired from each

-



to another funds which will not be nseded by such division.
The amount for any division, or the amount for any purpose, in
the Annwval Budget may be increased through formal action by the
Board of Directors of the authority even though such action
might cause the total amount of the Annual Budget to be ex-
ceeded; provided that such action shall ke taken crly in the
event of an emergency or special circumstances which shall bhe
clearly stated in a resolution at the time such action is taken
by the Board of Directors., Certified copies of the amended
Annual Budget and resolution shall be filed immediately by the
Authority with each Contracting Party.

Section 13. PAYMENTS BY CONTRACTING PARTIES. {a) For
the Wastewater services to be provided to the Contracting
Parties under this Contract, each of the Contracting Parties
agrees to pay, at the time and in the manner hereinafter
provided, itsrpropo;tionate share of the Annual Requirement,
which shall be deterﬁined as herein described and shall consti-
tute a Contracting Par?y‘s Annual Payment. Each of the Con-
tracting Partieg shall pay its part of the Annual Regquirement
for each Annual Payment Period directly to the Authority, in
monthly installments, on or before the 10th day of each month,
in accordance with the schedule of payments furnished by thg'
Authority, as hereinafter provided.

{b) ForAeach Annual Payment Period each Contracting
Party's proportionate share of the Annual Reguirement shall be
a percentage obtained by dividing the number of gallons of
contributing flow of Wastewater estimated to be discharged into
the System by such Contracting Party during such Annual Payment
Pericd, as determined by the Authority after comsultation with
such Contracting Party, by the aggregate total number of
gallons of contributing flow of Wastewater estimated to be
discharged intec the System by all Contracting Parties during
such period, as determined by the Authority after coasultation

with all of the Contracting Parties. It is provided, however,
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be made in accordance with & written schedule of payments for
the appropriate Annual Payment Period which will be supplied to
each of the Contracting Parties by the Authority. Such sched~
nle of payments may be revised by the Authority periodically
based on any changes in its estimates of contributing flow as
provided above, and esach revised schedule of payments shall be
supplied to each Contracting Party before the heginning of the
period to which it is applicable. At the close ¢f eackh Annual
Payment Period the Authority shall determine the actual metered
number of gallons of contributing flow of Wastewater discharged
into the System by each Contracting Party during said period
and determine each Contracting Party's actual percentage of the
Annual Reguirement by dividing such Contracting Party's actual
metered contributing flow by the actual metered contributing
flow of all Contracting Parties. Each Contracting Party's
Adjusted Annual qument shall be calculated by multiplying each
such Contracting Pa?ty's redetermined percentage times the
actual Annual Requirement. The difference between the amcunts
which actually have been paid by each Contracting Party and the
amounts actually due from suck Contracting Party hereunder
shall be applied as a credit or a debit to such Contracting
Party's account with the Authority and shall be credited or
debited to such Contracting Party's next monthly payment, or as
otherwise agréed §etween the Authority and the affected Con-
tracting Party, provided that all such credits and debits shall
be made in a timely manner not later than the end of the next
following Annual Payment Period.

{c) Notwithstanding the provisions of (b), above, and as
an exception thereto, it is agreed that if, during any Annunal
Payment Period, the estimated and/or actual metered contribut-
ing flow of Wastewater into the System of any Contracting Party
is, for any reason whatsocever, less than the minimum amount
hereinafter prescribed and provided for it, such Contracting

Party shall pay its share of each Annual Regquirement as if its

hel o3



(i) The Authority commences furnishing services of the
System to an Additional Contracting Party or Parties;

(ii) VUnusual, extraordinary, or unexpected expenditures
for Operation and Maintenance Expenses are required
which are not provided for in the Anthority's Annual
Budget for the System or in any Bond Resolution;

(1ii) Operation and Maintenance Expenses are Substantially
less than estimated;

{iv} The Authority issues Bonds which require an increase
in the Bond Service Component of the Annual Payment;
or

{v) The 2uthority receives either significantly more or

significantly less revenues or other amounts than
those anticipated.

(e) During each BAnnual Payment Period all revenues
received by the Authority from providing services of the System
to parties which are not Contracting Parties, and all sur-
charyes collected from, any Contracting Party under Section 4,
above, shall (i) first be credited to the Operation and Mainte-
nance Component of the Annnal Requirement, and (ii} then any
remainder credited to the Bond Service Component of the Annu;l
Regquirement, with the result that such credits under (i) and'
(ii}, respectively, shall reduce, to the extent of such
credits, the amounts of such Components, respectively, which
otherwise would be payable by the Contracting Parties pursuant
to the method prescribed in (b) and (c), above. The Authority
may estimate all such credits which it expects to make during
each Annual Payment Period in calculating each Annual Payment.

(£) Each Contracting Party hereby agrees that it will
make payments to the Authority reguired by this Section on or
before the 1l0th day of each month of each Annual Payment
Period, If any Contracting Party at any time disputes the
amount to be paid by it to the Authority, such complaining

party shall nevertheless promptly make such payment or



preceding sentence. It is understood that the foregoing
provisions are for the benefit of the holders of the Bonds so
as to insure that all of the Annual Regquirement will be paid by
the non-delinguent Contracting Parties during each Annual
Payment Period regardless of the delinquency of a Contracting
Party. If any amount due and owing by any Contracting Party to
the Authority is placed with an attorney for collection, such
Contracting Party shall. pay to the Authority all attorneys
fees, in addition to all other payments provided for herein,
including interest.

{(g) 1If, during any Annual Payment Period, any Contracting
Party's Annual Payment is redetermined in any manner as pro-
vided or required in this Section, the Authority will promptly
furnish such Contracting Party with an updated schedule of
monthly payments reflecting such redetermination.

(h) As additional consideration for the services to be
provided to them, respectively, under this Contract, and in
order to equalige fairly and prcporticnately the burden of
costs among them, the Initial Contracting Parties ({(excepting
the City of De Soto, from vhich no payment is required ozr
necessary}! agree to pay to the Authority (to be applied to the
cost of acquisition and construction ©of the System and thus 
reduce the amcunt of Bonds which otherwise would be required)
the following amounts, respectively:

City of Cedar Hill: $50,000 )

City of Glenn Heights: Either $615,000 or the
amount that the Authority and the City of Glenn Heights
mutually agree and estimate to be the cost of that part of the
System described in the Engineering Report consisting of
approximately 12,500 linear feet of the Bear Creek Interceptor
along Bear Creek from the Glenn Heights - De Soto boundary line
to the Glenn Heights - Lancaster boundary line.

City of Lancaster: Either $£615,000 or the

amount that the Authority and the City of Lancaster mutually
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{b) The Authority agrees to carry fire, casualty, public
liability, and other insurance on the System for purposes and
in amounts which ordinarily would be carried by a privately
owned utility company owning and c¢perating such facilities,
except that the Authority 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 opinien of the
Authority'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 practicable,
for the restoration of damaged or destroyed properties and
equipment, to mirimize the interruption of the services of such
facilities. All premiums for such insurance shall constitute
an Operation and Maintenance Expense of the System.

(e} It is estimated that the System will be placed in
operation in 1988. It is expressly understood and agreed,
however, that any obiigations an the part of the Authority to
acquire, construct, and complete the System and to provide the
services of the System to the Contracting Parties gchzll be
conditioned (i) upon the receipt by the Authority of the
amounts specified in Section 13{h) of this Contract, (ii} upon
the ZAuthority's ability to obtain all necessary permits, 7
material, labor, and eguipment, (iii) upon the ability of the
Authority to finance the cost of the System through the actual
sale of the Authority's Bonds, and (iv} subject to all present
and future valid laws, orders, rules, and regulations of the
United States of America, the State of Texas, and any regula-
tory body having jurisdiction.

fd) The Authority shall never have the right toc demand
payment by any Contracting Party of any obligations assumed by
it or imposed on it under and by virtue of this Contract from

funds raised or to be raised by taxes, and the obligations

under this Contract shall never be construed to be a debt of



specifically its payments under this Contract, and (ii) all
other amcunts as required by law and the provisions of the
prdinances or resolutions authorizing its revenue bonds or
gther obligations now or hereafter outstanding, including the
amaunts required to pay all principal of and interest on such
bonds and other obligations.

{g) The City of Ovilla specifically covenants and agrees
that it will provide, improve, and expand its sewer system to
furnish adegquate sewer services to its inhabitants and to
produce adequate revenues as required above.

(h) As permitted and authorized by Section 30.04, Texas
Water Code, the Authority Act, and other provisions of law,
this subsection shall constitute an operating agreement between
the Authority and the City of Red 0Oak with respect to the
existing City of Red Cak Wastewater Treatment Plant (the "Red
Oak Plant"), which is capable of serving the Red Oak Creek
drainage area within the boundaries of the City of Red ODak.
During the term‘of this Contract the Authority will manage,
adminisier, operate, maintain, and use the Red 0Oak Plant as
part of the System, as and when required, as determined by the
Authority, for the proper operation of the System. In con-
sideration for the right to use the Red Qak Plant during the
term of this Contract it is agreed that the Authority shall pay
to the City of Red 0Oak, as an Operation and Maintenance Expense
of the System, semiannual amounts, commencing during the first
Annual Payment Period in which the System first begins cpera-
tion, equal to the respective amounts of principal and inter-
est, when due, on that issue of Trinity River Authority of
Texas-City of Red Oak Waste Disposal Contract Revenue Bonds,
Series 1973, until suchk bonds have been paid and retired.

Section 15. FORCE MAJEURE. If by reason of force majeure
any party hereto shall be rendered unable wholly or in part to
carry out its obligations under this Centract, other than the
obligation of each Contracting Party %to make the payments
required under Section 13 of this Contract, then if such party

shall give notice and full particulars of such force majeure in
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uses the services of the System whether due to Force Majeure or
any other reason whatsoever, regardless of any other provisions
of this or any other contract or agreement between any of the
parties heretec. This covenant by the Contracting Parties shall
be for the benefit of and enforceable by the holders of the
Bqnﬂs and/or the Authority.

" Section 17. TERM QF CONTRACT; MODIFICATION; NOTICES;
STATE OR FEDERAL 1AWS, RULES, ORDERS, OR REGULATIONS. (a)
This Contract shall be effective on and from the Contxact Date,
subject to its execution by all of the Initial Contracting
Parties and the Authority, and this Contract shall continue in
force and effect until the principal of and interest on all
Bonds shall have been paid, and thereafter shall continue ip
force and effect during the entire useful life of the System.
This Contrazct constitutes the sole agreement betwesen the
parties hereto with respect to the System.

(b} Modification. No change, amendment, or modification
of this Contrac? shall be made or be effective which will
affect adversely the prompt payment when due of all meneys
required to be paid by each Contracting Party under the terms
of this Contract and no such change, amendment, or modification
shall be made or be effective which would cause a violation of
any provisions of any Bond Resolution.

(c) Addresses and Notice. Unless otherwise provided

herein, any notice, communication, request, reply, or advice
{herein severally and collectively, for convenience, called
*Notice") herein provided or permitted to be given, made, or
accepted by any party to any other party must be in writing and
may be given or be served by depousiting the same in the United
States mail postpaid and registered or certified and addressed
to the party to be notified, with return receipt regquested, or
by delivering the same to an officer of such party, or by
prepaid telegram when appropriate, addressed to the party to be

notified. Notice deposited in the mail in the manner



question or contest any such law, ordinance, order, rule, or
regulation in any forum having jurisdiction.

Section 18. SEVERABILITY. The parties hereto specifical-
ly agree thai in case any one or more of the sections, subsec-—
tions, provisions, clauses, or words of this Contract or the
application of such sections, subsections, provisions, clauses,
or words to any situation or circumstance should be, or should
be held to be, for any reason, invalid or unconsgtitutional,
under the laws or constitutions of the State of Taexas or the
Uniﬁed States of America, or in contravention of any such laws
or constitntions, such invalidity, unconstitutionality, or
contravention shall not affect any other sections, subsections,
provisions, clauses, or words of this Contract or the applica-
tion of suech sections, subsections, provisions, clauses, or
words to any other situation or circuomstance, and it is in~
tended that this Contract shall be severable and shall be
construed and applied as if any such invalid or unconstitn-
tional section, subsec?ion, provision, clause, or word had not
been included hérein, and the rights and cobligations of the
parties hereto shall be construed and remain in force accord-
ingly.

Section 19. REMEDIES UPON DEFAULT. It is not intended -
hereby to specify (and this Contract shall not be considered as
specifying) an exclusive remedy for any defaunlt, but all such
other remedies {(other than termination) existing at law or in
equity may be availed of by any party hereto and shall be
cumulative. Recognizing however, that the Authority's under-
taking to provide znd maintain the services of the System is an
obligation, failure in the performance of which cannot be
adequately compensated in money damages zlone, the Authority
agrees, in the event of any default on its part, that each
Contracting Party shall have available to it the equitable
remedy of mandamus and specific performance in addition to any

other legal or equitable remedies (other than %termination)
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Contract to be duly executed in several counterparts, each of
which shall constitute an original, 21l as of the day and year

first above written, which iz the date of this Contract.
TRIRKIT R AUTHORT CF TEXAS

BY Gt

Geneyal Manager

ATTEST:

e £ e

Secxetary, Board of Directors

(AUTHORITY SEATL)
CITY OF CEDAR HILL, TEXAS

BY W XWJU

Mayor -
ATTEST:
\:;l¢¥2n/é£z:2521ii/
City Secretary
(CITY SEAL}
) CITY QF DE 9//;EXAS
_ / //-/
By A
- Mayor
ATTEST:
% City Secretary
{(CITY SEAL)
CITY OF GLENN HEIGHTS, TEXAS
BY
dﬁgﬁﬁayor
ATTEST;

City &écretary

(CITY SEAL)

CITY OF LANCASTER, TEXAS
_ ——

w LR

Mayor










Trinity River Authority of Texas

Northern Region Office
DATE: January 31, 2008
FILE: 3110.701/3210.701/3828.701/3826.701/3510.701
TO: BOARD OF DIRECTORS
VIA: (3) RESOURCES DEVELOPMENT COMMITTEE
(2) DANNY F. VANCE, General Manager
(1) WARREN N. BREWER, Regional Manager, Northern Region M
RE: Northern Region Projects

Contract Revenue Bonds
Texas Water Development Board
State Revolving Fund Loan Applications

BACKGROUND: Over the course of the past few years, the Authority has actively pursued
Master Planning efforts for each of its regional wastewater systems. The Systems that have
been involved include: Central Regional Wastewater System (CRWS), Ten Mile Creek
Regional Wastewater System (TMCRWS), Denton Creek Regicnal Wastewater System
(DCRWS), Red Oak Regional Wastewater System (ROCRWS), and Mountain Creek Regional
Wastewater System (MCRWS). The reasons for these concerted effarts have been driven
mainly by a combination of increasing wastewater flow due to population growth, and to
address aging infrastructure that requires major rehabiiitation or total replacement.
Furthermore, these planning activities have resulted in a number of associated engineering
Capital Improvement Plans (ClPs) that describe pricrity improvement projects and their costs
as part of the process of issuing new revenue bonds to pay for the improvements.

To acquire the funding for improvements and to issue bonds, the Authority has primarily utilized
one or both of the following financing mechanisms: Texas Water Development Board (TWDB)
State Revolving Fund (SRF) loans and competitively bid open market bonds. In most recent
times, open market bonds have been used mainly whenever there has been strict scheduling
factors or whenever there is item funding eligibility issue, such as in the case of funding
easement and acquisition costs. Land rights costs are not eligible for funding by TWDB SRF
funds.

In order for a potential ioan applicant to become eligible for a TWDB SRF loan, entities such as
the Authority are required to submit an initial informational form to be considered for placement
on the TWDB SRF Intended Use Plan (IUP) for the State’s upcoming fiscal year. The
information includes an estimate of the amount of funding the entity anticipates it will need, if
later invited to submit a formal loan application. After evaluation, TWDB administrators provide
notice that the applicant has fulfilled SRF pre-loan requirements, and the entity will be listed in
the IUP. Furthermore, once listed on the IUP, the entity must wait to be invited to submit a
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loan application. Following an invitation, a loan application may be submitted, and if approved,
the applicant has up to 2 years to close on the SRF loan. In order to preserve its financial
options for the SRF 2009 [UP period, the Authority has initiated the pre-loan process by
submitting FY 2009 IUP information to the TWDB for CRWS, TMCRWS, DCRWS, ROCRWS,
and MCRWS.

STAFF ANALYSIS: Based upon various engineering report recommendations and support of
its financial advisor, First Southwest Company (FSC), the Authority has determined that it is
prudent to preserve the funding options for TWDB SRF loans that normally have a 95 basis
point lower interest rate than would be obtained with an open market bond issue. To continue
to preserve the SRF funding option, Authority management is seeking the approval of five
respective resolutions that authorize the General Manager to submit applications to the TWDB.
These resolutions have been prepared by the Autharity’s Bond Counsel, McCall, Parkhurst & -
Horton, L.L.P., for each of the System’s for amounts not io exceed the following:

CRWS $465,000,000
TMCRWS $ 64,000,000
DCRWS $ 30,000,000
ROCRWS $ 25,000,000
MCRWS $ 10,000,000

Prior to issuing new revenue bonds, the Authority will perform additional financial evaluations of
all of various funding scenarios and will more closely analyze them prior to making final funding
recommendations to the Board of Directors. If it is determined that SRF loans are cost
effective, the Authority will then proceed to complete and submit the SRF loan applications.
Resolution No. R-1234 (Exhibit A), Resolution No. R-1235 (Exhibit B), Resoiution No. R-1236
{Exhibit C), Resolution No. R-1237 (Exhibit 1}), and Resolution No. R-1238 (Exhibit E)
authorize the General Manager to submit applications for financial assistance to the TWDB for
CRWS, TMCRWS, DCRWS, ROCRWS, and MCRWS, respectively.

RECOMMENDATION: Management recommends that the Resources Development
Committee approve the following maotion for submittal to the Board of Directors:

Motion that the Board of Directors:

(a) Adopt Resolution No. R-1234 authorizing the General Manager to file an
application for financial assistance from the Texas Water Development Board
for capital improvemenits for the Central Regional Wastewater System;

{b) Adopt Resolution No. R-1235 authorizing the General Manager to file an
application for financial assistance from the Texas Water Development Board
for capital improvements for the Ten Mile Creek Regional Wastewater System;
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(c) Adopt Resolution No. R-1236 authorizing the General Manager to file an
application for financial assistance from the Texas Water Development Board
for capital improvements for the Denton Creek Regional Wastewater System;

(d) Adopt Resolution No. R-1237 authorizing the General Manager to file an
application for financial assistance from the Texas Water Development Board

for capital improvements for the Red Oak Creek Regional Wastewater System;
and

{e) Adopt Resolution No. R-1238 authorizing the General Manager to file an
application for financial assistance from the Texas Water Development Board
far capital improvements for the Mountain Creek Regional Wastewater System.

Respectfully submitted,

LOBrte

B. RANDY BROOKS, P.E.
Manager of Engineering Services
Northern Region

BRB/vaw

Exhibit A - Resolution No. R-1234
Exhibit B - Resolution No. R-1235
Exhibit C - Resolution No. R-1236
Exhibit D - Resolution No. R-1237
Exhibit E - Resolution No. R-1238




MINUTES
OFf THE

TRINITY RIVER AUTHORITY OF TEXAS

REGULAR MEETING OF THE BOARD OF DIRECTORS

Trinity River Authority of Texas
Board Room
5300 South Collins Street
Arlington, Tarrant County, Texas
February 27, 2008
10:30 a.m.

Pursuant to Article lHl, Section 2 of the Revised Bylaws of the Trinity River Authority of Texas, and as
directad by the General Manager pursuant to instruction from the President, the Regular Meeting of
the Board of Directors of the Trinity River Authority of Texas was called to order at 10:30 a.m. on
Woednesday, February 27, 2008, at the Trinity River Authority of Texas’ General Office, Board Room,
5300 South Callins Street, Arlington, Tarrant County, Texas, by the President, Michael Cronin.

The invocation was given by Director Jerry F. House.
Director Harold L. Barnard led the meeting in the Pledges of Allegiance.

The Assistant Secretary, Sam Scott, then called roll. in calling roil, the Assistant Secretary
announced that when the Directors acknowledged their presence, they would be considered to be in
compliance with V.T.C.A., Water Code § 48.060 (Vernan 2007). The following members of the
Board of Directors were present:

Director Connie H. Amold
Director Harold L. Barnard
Directar Herschel S. Brannen {H
Director Leslie C. Browne
Director Karl R. Butler

Director Patricia Carlson
Director Patricia T. Clapp
Directar Michael Cronin
Director Hector Escamilla, Jr.
Director Jerry F. House, D.Min.
Director John W. Jenkins
Director Nancy E. Lavinski
Director Andrew Martinez
Director Kevin Maxwell

Director Lynn H. Neely

Director Manny Rachal

Director AnalLaura Saucedo
Director Shirley K, Seale
Director Linda D. Timmerman, Ed.D.
Director Kim C, Wyatt



The following members of the Board of Directors were absent:

Director Steve Cronin
Director Katrina M. Keyes

Members of the Staff present were:

Danny F. Vance, General Manager

Warren N. Brewer, Regional Manager, Northermn Region

Jim R, Sims, Regional Manager, Southern Region

Sam Scott, Manager, Executive Services, and Assistant Secretary
Thomas D. Sanders, Construction Services Manager

Don A. Tucker, Manager, General Services

Rabert E. Moore, Manager, Financial Services

Glenn C. Clingenpeel, Executive Assistant fo the General Manager
Alison A, Mackey, Executive Assistant to the General Manager
Ann S. Carver, Internal Auditor

John F. Jadrosich, Public Information Officer

Caral Claybrook, Administrative Secretary to the General Manager

Consultants present were:

Michael ... Booth, General Counsel

Mark Malveaux, McCall, Parkhurst & Horton

Mary Williams, First Southwest Campany

Julia Petty, Deloitte & Touche

Betty Jordan, Alan Plummer Associates, Inc.

Mark Perkins, Perkins Engineering Consultants, inc.
Layne Parsons, Black & Veatch Corporation

Bob Pence, Freese and Nichols, Inc.

David Jackson, Freese and Nichois, Inc.

Dawn Andersan, Chiang, Patel & Yerby, Inc,

Bab Terrell, CH2M Hill, Inc¢.

Joe King, TCB Inc.

Jeff Ground, Lockwoad, Andrews & Newnam, Inc.
James Glegg, Westin Engineering, Inc.

Ron Dye, Westin Engineering, Inc.

Mike Tidwell, Mike Tidwell & Associates

Kathy Berek, Kellogg, Brown & Root Services, Inc.

Technical Assistants present were:
Wayne Chen, D/FW Technology, Inc.

Chris Tutor, D/IFW Technolegy, Inc.
Ted Turner, D/FW Technology, Inc.



CERTIFICATION BY THE SECRETARY OF COMPLIANCE WITH THE OPEN MEETINGS
REQUIREMENT.

The Secretary certified that the Authority was in compliance with the open meeting requirements
contained in the Gavernment Code. TEX. GOV'T CODE ANN. § 551.001 et seq. {Vernon 2007).
The "Open Meeting Submission” for the Board of Directors of the Trinity River Authority of Texas
with notation of confirmation of receipt by the Secretary of State's office, and a copy of the "Notice of
Open Meeting" with the County Clerk's notation of receipt are attached to the original Minutes.

APPROVAL OF THE MINUTES OF THE LAST BOARD MEETING.

Upon the mation of Director Browne, seconded by Director Clapp, the Board of Directors
unanimousiy approved the Minutes of the last meeting of the Board of Directors of the Trinity River
Authority of Texas held December 5, 2007.

APPROVAL OF THE ACTION OF THE EXECUTIVE COMMITTEE.

Upon the motion of Director Jenkins, seconded by Director Timmerman, the Board of Directors
unanimously approved and ratified the Report of Action of the Executive Committee subsequent to
the December 5, 2007 Board of Directors meeting. . '

New Business:

A DENTON CREEK REGIONAL WASTEWATER SYSTEM — EXPANSION TO 11.5 MILLION
GALLONS PER DAY AND OTHER CAPITAL IMPROVEMENTS — ISSUANCE OF SERIES

2008 REVENUE BONDS.

Upon the motion of Director Barnard, seconded by Director Lavinski, the Board of Directors
unanimously:

(a) Adopted Resolution No. R-1233 authorizing the issuance, sale, and delivery of Trinity _
River Authority of Texas - Denton Creek Regional Wastewater System Series 2008
Revenue Bonds; and

(o}  Approved the Construction Budget goveming and controlling the expenditures of
bond proceeds from the Denton Creek Regional Wastewater System Series 2008
Revenue Bond issue.

B. CENTRAL REGIONAL WASTEWATER SYSTEM — APPROVAL OF 2008
CONSTRUCTION BUDGET.

Upon the mation of Director Bamard, seconded by Director Clapp, the Board of Directors
unanimously approved the Construction Budget for the Central Regional Wastewater System
Series 2008 Revenue Bonds for the second drawdown of $80 million,



CENTRAL REGIONAL WASTEWATER SYSTEM — ELM FORK RELIEF INTERCEPTOR
SEGMENT EF-1 — INTERLOCAL AGREEMENT,

Upon the metion of Director Barnard, seconded by Director Timmerman, the Board of
Directors unanimously authorized the General Manager o execute the Interiocal Agreement
between the Trinity River Authority of Texas and the City of Irving for mitigation maintenance
services related to Segment EF-1 of the Central Regional Wastewater System’s Eim Fork
Interceptor Subsystem.

NORTHERN REGION OPERATING PROJECTS — INVENTORY MANAGEMENT
SYSTEMS — PROCESS DATA COLLECTION AND REPORTING SYSTEMS —
PROFESSIONAL SERVICES AGREEMENT,

Upon the motion of Director Barnard, seconded by Director Neely, the Board of Directors
unanimously authorized the General Manager to execute the Professional Services
Agreement between Trinity River Authority of Texas and Mike Tidwell & Associates for
enhancements of the inventory management system, process data coliection and reporting
systems for all of the Northem Region operating projects.

CENTRAL REGIONAL WASTEWATER SYSTEM — TEN MILE CREEK REGIONAL
WASTEWATER SYSTEM — CRWS INTERCEPTOR INFILTRATION AND INFLOW
PRORATION FOR FY 2008 UPDATE -— TMCRWS INVENTORY/POE FY 2008 UPDATE —
SSC CORRECTIVE ACTION PLANS PROGRESS REPORTS FOR FY 2008 UPDATE —
ENGINEERING SERVICES AGREEMENT.

Upon the motion of Director Barnard, seconded by Director House, the Board of Directors
unanimously authorized the General Manager io execute the Engineering Services Agreement
between the Trinity River Authority of Texas and Black & Veatch Corporation for the FY 2008
Annual Updating and SSO Corrective Action Plans Annual Progress Reports for the Central
Regional Wastewater System and Ten Mile Creek Regional Wastewater System.

CENTRAL REGIONAL WASTEWATER SYSTEM ~— ON-SITE STORAGE SYSTEM —
ENGINEERING SERVICES AGREEMENT.

Upon the motion of Director Bammard, seconded by Director Wyatt, the Board of Directors
unanimously authorized the General Manager to execute the Engineering Services Agreement
between the Trinity River Authority of Texas and Freese & Nichals, Inc., for engineering services
related to the On-Site Storage System for the Central Regional Wastewater System,

TEN MILE CREEK REGIONAL WASTEWATER SYSTEM — PROCESS CONTROL SYSTEM

— HUMAN MACHINE INTERFACE PROGRAMMING, PHASE | AND PHASE 1A —
ENGINEERING SERVICES AGREEMENT.

Upon the motion of Director Barnard, seconded by Director Timmerman, the Board of Directors
unanimously authorized the General Manager to execute the Engineering Services Agreement
between the Trinity River Authority of Texas and Alan Plummer Associates, Inc., for the Process
Control System, Human Machine Interface Programming, Phase i and Phase |A for the Ten Mile
Creek Regional Wastewater System,



RED OAK CREEK REGIONAL WASTEWATER SYSTEM — BEAR CREEK LIFT STATION
REHABILITATION PROJECT — ENGINEERING SERVICES AGREEMENT.

Upan the motion of Director Barnard, seconded by Director Wyatt, the Board of Directors
unanimously authorized the General Manager to execute the Engineering Services
Agreement between the Trinity River Authority of Texas and Chiang, Patetl & Yerby, Inc., for
engineering services related to the Bear Creek Lift Station Rehabilitation Project for the Red
Qak Creek Regional Wastewater System.

CENTRAL REGIONAL WASTEWATER SYSTEM — ELM FORK RELIEF INTERCEPTOR
SEGMENT EF-7 —- ENGINEERING SERVICES AGREEMENT ~ FIRST AMENDMENT.

Upan the motion of Director Bamard, seconded by Director Clapp, the Board of Directors
unanimously authorized the General Manager o execute the Engineering Services
Agreement — First Amendment between the Trinity River Authority of Texas and Kellogg
Brown & Root Services, Inc., for engineering services related to the EIm Fork Relief
Interceptor, Segment EF-7 Project for the Central Regional Wastewater System.

CENTRAL REGIONAL WASTEWATER SYSTEM — MOUNTAIN CREEK INTERCEPTOR
SUBSYSTEM - MC-7 AND MC-8 RELIEF INTERCEPTOR — ENGINEERING SERVICES
AGREEMENT — FIRST AMENDMENT.

Upon the motion of Director Barnard, seconded by Director Arnold, the Board of Directors
unanimously authorized the General Manager to execute the Engineering Services
Agreement — First Amendment between the Trinity River Authority of Texas and Lockwaod,
Andrews & Newnam, Inc., for engineering services related to the Mountain Creek interceptor
Subsystem, MC-7 and MC-8 Relief interceptor.

CENTRAL REGIONAL WASTEWATER SYSTEM — PROCESS CONTROL SYSTEM

DESIGN AND PROGRAMMING — ENGINEERING SERVICES AGREEMENT — FIRST
AMENDMENT.

Upon the motion of Director Barmnard, seconded by Director Clapp, the Board of Directors
unanimously authorized the General Manager to execute the Engineering Services
Agreement — First Amendment between the Trinity River Authority of Texas and Westin
Engineering, Inc., for engineering services related to the Human Machine Interface (HMI)
Software modification and additions to the CRWS Process Control System.

CENTRAL REGIONAIL WASTEWATER SYSTEM — PROCESS CONTROL SYSTEM

PHASE | UPGRADE — ENGINEERING SERVICES AGREEMENT — SECOND
AMENDMENT, '

Upon the motion of Director Bamard, seconded by Director Amold, the Board of Directors
unanimously authorized the General Manager to execute the Engineering Services
Agreement — Second Amendment between the Trinity River Authority of Texas and Westin
Engineering, Inc., for engineering services related to the Process Control System Phase |
Upgrade for the Central Regional Wastewater System.

SUMMARY REPORT OF CHANGE ORDERS.

This item was presented as a status report only; no action was necessary.



LAWSON SOFTWARE UPGRADE.

Upon the motion of Director Jenkins, seconded by Director Arnold, the Board of Directors
unanimously authorized the General Manager to execute the Agreement for Services
between the Trinity River Authority of Texas and Paradigm Business Solutions, Inc., to
upgrade the Authority’s Lawson software from version 8.03 to version 9.0 for a total cost not
to exceed $184,725.00.

INVESTMENT OFFICERS' REPORT.

Upon the motion of Director Jenkins, seconded by Director Rachal, the Board of Directors
unanimously approved the Investment Officers’ Report of the Trinity Rlver Authority of Texas
for the Fourth Quarter of Fiscal Year 2007,

SUMMARY REPORT OF BUDGET AMENDMENTS.

This item was presented as a status report only; no action was necessary.

NORTHERN REGION PROJECTS — CONTRACT REVENUE BONDS — TEXAS WATER
DEVELOPMENT BOARD — STATE REVOLVING FUND LOAN APPLICATIONS.

Upon the maotion of Director Butler, seconded by Director Neely, the Board of Directors
unanimously:

(a) Adopted Resolution No. R-1234 authorizing the General Manager to file an
application for financial assistance from the Texas Water Development Board for
capital improvements for the Central Regional Wastewater System;

(b)  Adopted Resclution No. R-1235 authorizing the General Manager to file an
application for financial assistance from the Texas Water Development Board for
capital improvements for the Ten Mile Creek Regional Wastewater System;

{c) Adopted Resolution No. R-1236 authorizing the General Manager to file an
application for financial assistance from the Texas Water Development Board for
capital improvements for the Denton Creek Regional Wastewater System,;

{d) Adopted Resolution No. R-1237 authorizing the General Manager to file an
application for financial assistance from the Texas Water Deveiopment Board for
capital improvements for the Red Oak Creek Regional Wastewater System; and

(e) Adopted Resolution No. R-1238 authorizing the General Manager to file an
application for financial assistance from the Texas Water Development Board for
capital improvements for the Mountain Creek Regional Wastewater System.

SOUTHEAST WISE COUNTY — REGIONAL WASTEWATER FACILITIES PLANNING
GRANT — TEXAS WATER DEVELOPMENT BOARD APPLICATION,

Upon the motion of Director Butler, seconded by Director Neely, the Board of Directors
unanimously adopted Resolution No. R-1232 authoerizing the General Manager, or his
designated representative, to submit an application to the Texas Water Development Board
for a regional wastewater facilities planning grant for the southeast Wise County arsa.



S.

ASTER PLAN REVIEW.

Upon the motion of Director Butler, seconded by Director Jenkins, the Board of Directors
unanimously adopted the annual report on the status of the Master Plan,

[ITEMS T THROUGH W INVOLVED LITIGATION, POTENTIAL LITIGATION, OR ACQUISITION OF
REAL PROPERTY AND WERE EXEMPT FROM THE OPEN MEETING REQUIREMENTS
CONTAINED IN CHAPTER 551 OF THE GOVERNMENT CODE. TEX. GOV'T CODE ANN. §
551.071 - 551,072 {(Vernon 2007). THE TRINITY RIVER AUTHORITY OF TEXAS CONVCOKED AN
EXECUTIVE, OR CLOSED, SESSION ON THE FOREGOQOING ITEMS SUBJECT TO THE
REQUIREMENTS OF TEX, GOV'T CODE ANN, § 551.071 et seq. {Vemon 2007) ANY FINAL
DECISION, ACTION OR VOTE WAS DONE IN OPEN SESSION.]

T.

CENTRAL REGIONAL WASTEWATER SYSTEM — WEST FORK RELIEF INTERCEPTOR
PROJECT, SEGMENT WF-1 — PARCEL #13, SOUTH I.H. 30, LTD. — SETTLEMENT

AGREEMENT.

Upon the motion of Diractor Wyatt, seconded by Director Browne, the Board of Directors
unanimously approved the proposed setlement agreement in the amount of $1,200,000 and
authorized the General Manager, or his designated representative, to execute the documents
required to acquire the easements from South |LH. 30, Ltd., necessary for construction,
operation and maintenance of the Central Regional Wastewater System's West Fork Relief
Interceptor Project, Segment WF-1.

STATUS REPORT ON CONDEMNATIONS,

This item was presented as a status report only; no action was necessary.

SELECTED MATTERS PENDING BEFORE THE TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY — STATUS REPORT.

This item was presented as a status report only; no action was necessary.

LITIGATION STATUS REPORT.

This iterm was presented as a status report only; no action was necessary.
BID AWARDS.

Northern Region Projects -— Bids For Process Chemicals.

Upon the motion of Director M. Cronin, secanded by Director Clapp, the Board of Directors
unanimously accepted the following vendors for process chemical annual supply bids with a
one-year renewal option for Narthern Region Projects:

CHEMICAL VENDOR
Liguid Sulfur Dioxide - Rail Calabrian Corporation
Powdered Activated Carbon F2 Industries, LLC.



Central Regional Wastewater System — Bid For Analytical Lab Testing Service,

Upon the motion of Director M. Cronin, seconded by Director Clapp, the Board of Directors
unanimously accepted the following vendor for analytical iab testing services as an annual
bid with 2 one-year renewal option for Northern Region Projects:

BID ITEM VENDOR
Analytical Lab Testing ERMI Environmental Laboratories

Central Regional Waste_water System — Renewal Option For Filter Press Belts.

Upon the motion of Director M. Cronin, seconded by Director Clapp, the Board of Directors
unanimously accepted the following bid vendor for fiiter press belts for the Central Regional

Wastewater System;
BID ITEM VENDOR
Filter Press Belts Filter Belts Division of National Filter Media Corp.

Other Business:

Adjournment:

There being no further business, the Board of Directors adjourned upon unanimous vote.

THE ABOVE AND FOREGOING ARE CERTIFIED TO BE TRUE AND CORRECT MINUTES OF
THE REGULAR MEETING OF THE BOARD OF DIRECTORS OF THE TRINITY RIVER
AUTHORITY OF TEXAS HELD FEBRUARY 27, 2008.

oy 3/ 508
SAM SCOTT AsmstantSecretary Date

Boeard of Directors
Trinity River Authority of Texas
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Aggregate Red Oak Creek System Revenue Bonds

Sources & Uses

Sources of Funds

Par Amount of Bonds

Total Sources

Uses of Funds

Total Underwriter's Discount (1.918%)

Costs of Issuance

Deposit to Debt Service Reserve Fund (DSRF)
Deposit to Capitalized Interest (CIF) Fund
Depasit to Project Construction Fund
Rounding Amount

Total Uses

19,590,000.00

19,99¢,000.060

383,408.20
440,000.00
1,999,000.00
1,317,851.66
15,845,000.00
4,740.14

19,990,004.00



Aggregate Red Oak Creek System Revenue Bonds

Total

Qutstanding Series 2009 SRF Bonds* Qutstanding

Debt Service Principal Interest Total Debt Service
£1/30/2010 $ 2,895,983 b - 3 198,448 $ 198,448 $ 3,094,431
11/30/2011 2,898,255 - 626,365 626,365 3,524,620
[1/30/2012 2,903,656 215,000 789,002 1,004,002 3,907,658
11/30/2013 2,903,089 700,000 780,678 1,480,678 4,583,766
11/36/2014 2,898,875 720,000 766,611 1,486,611 4,385,486
11/30/2015 2,807,886 835,000 748,679 1,583,679 4,391,566
11/30/2016 2,809,528 850,000 726,555 1,576,555 4,386,083
11/30/2017 2,807,625 875,000 701,873 1,576,873 4,384,498
11/30/2018 2,801,665 915,000 674,378 1,589,378 4,391,043
11/30/2019 2,801,025 940,000 644,082 1,584,082 4,385,107
11/30/2020 2,801,098 975,000 609,767 1,584,767 4,385,864
11/30/2021 2,797,075 1,020,000 570,891 1,590,891 4,387,966
11/30/2022 2,793,771 1,065,000 528,552 1,593,552 4,387,323
11/30/2023 2,796,253 1,110,000 482914 1,592,914 4,389,167
11/30/2024 2,793,765 1,160,000 434,044 1,594,044 4,387,809
11/30/2025 2,791,100 1,215,000 381,291 1,596,291 4,387,391
11/30/2026 2,788,860 1,275,000 324,067 1,599,067 4,387,927
11/30:/2027 2,788,995 1,335,600 262,850 1,597,850 4,386,845
11/30/2028 2,786,965 1,405,000 197,628 1,602,628 4,389,593
11/30/2029 - 1,880,000 118,214 1,998,214 1,998,214
11/30/2030 - 1,500,000 36,225 1,536,225 1,536,225

3 53,665,468 § 19,990,000 $ 10,603,111 §$ 30,593,111 $ 84,258,578

*$1,317,851.66 of Capitilized Interest is available to make debt service payments towards the 2009 SRF
Bonds
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RED OAK CREEK
REGIONAL WASTEWATER
SYSTEM
ENTERPRISE FUND
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STATEMENT OF NET ASSETS

NOVEMBER 39, 2008

ASSETS

CURRENT ASSETS:
Cash (Note 1)

Equity in Pooled Cash and Investments (Note 1)

Accounts Receivable - Contracting Parties
Due from Other Authority Funds (Note 6)
Due from Interest and Sinking Fund

Prepaids and Other Assets
Total Current Assets

RESTRICTED ASSETS (Note 1 and 2):
Interest and Sinking Funds:
Equity in Pooled Cash and investments

Due to Current Assets
Reserve Fund -

Equity in Pooled Cash and Investments

Contingency Fund -

Equity in Pooled Cash and Investmenis

Construction Funds -

Equity in Pooled Cash and Investments
Total Restricted Assets

CAPITAL ASSETS (Note 3):
Land and Easements

Sewage System and Extensions

Accumulated Depreciation

Machinery and Equipment
Accumulated Depreciation

Construction-in-Progress

Total Capital Assets - Net

DEFERRED CHARGES -

Unamortized Bond Expense

TOTAL ASSETS

$ 2,415,408
(251,850) $ 2,163,758
1,879,400
25,000
19,403,796
1,693,472
19,822,146
(7,404,435) 12,417,711
334,174
(215,419) 118,755
5,924,407

-162-

150
396,014
21,481
7,000
251,650

12,509

688,804

23,471,954

20,154,345

1,281,985

45,597,088



EXHIBIT 101

LIABILITIES

CURRENT LIABILITIES:
Payable from Current Assets:
Accounts Payable and Accrued Expenses $ 65,752

Accounts Payable - Contracting Parties | 304,980
Due to Other Authority Funds (Note 6) 3,015 $ 373,747
Payable from Restricted Assets:
Accounts and Retainage Payable 1,278,637
Revenue Bonds - Current Maturities (Note 4) 1,430,000
Accrued Interest on Bonds Payable 497,642 3,206,279
Total Current Liabilities $ 3,580,026
LONG-TERM LIABILITIES {Note 4):
Revenue Bonds, Less Current Maturities 38,655,000
Unamortized Bond Premium (Discount) 166,867
Deferred Amount on Refunding (383,511)
Accounts Payable and Accrued Expenses 64,896
Total Long-Term Liabilities - Net 38,503,252
TOTAL LIABILITIES 42,083,278
NET ASSET BILITI
Invested in Capital Assets, Net of Related Debt {343,334)
Restricted for:
Debt Service 3,545,516
Other Purposes 25,000 3,570,516
Unrestricted 286,628
TOTAL NET ASSETS $ 3,513,810

The accompanying notes are an integral part of the financial statements.
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TRINITY RIVER AUTHORITY OF TEXAS EXHIBIT 10-2

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

YEAR ENDED NOVEMBER 30, 2008

OPERATING REVENUE (Note 2):

Sewage Service Contract Charges:

Cedar Hill $ 919,053
DeSoto 228,374
Glenn Heights 1,042,536
Lancaster 70,031
Ovilla 28,012
Red Oak 924,642
Other 73,309

Total Operating Revenue 3,285,957
OPERATING EXPENSES:

Personal Services $ 489,933
Supplies 124,935
Other Services and Charges 671,525
Depreciation 451,118

Total Operating Expenses 1,737,511
OPERATING INCOME 1,548,446
NON-OPERATING REVENUE (EXPENSE):

investment Income §88,830
interest Expense {914,395)
Paying Agent Fees (728)
Amortization of Bond Sale Expense (70,399)
SEC Disclosure Fees (17,500}
Other (21,581)

Total Non-Operating Revenue (Expense) - Net {435,773)
INCOME BEFORE TRANSFERS 1,112,673
TRANSFER IN {Note 5) 7,350
INCOME BEFORE SPECIAL ITEM 1,120,023
SPECIAL ITEM - Loss on Impairment of Capital Asset (Note 3) (14,007)
CHANGE IN NET ASSETS 1,106,016
NET ASSETS - DECEMBER 1, 2007 2,407,794
NET ASSETS - NOVEMBER 30, 2008 $ 3,513,810

The accompanying notes are an integral part of the financial statements.
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TRINITY RIVER AUTHORITY OF TEXAS

STATEMENT OF CASH FLOWS
YEAR ENDED NOVEMBER 30, 2008

CASH FLOWS FROM CPERATING ACTIVITIES:

Cash Received from Customers $ 3,332,693
Cash Raceived from Other Funds for Services 92,932
Cash Payments to Suppliers for Goods and Services (612,648)
Cash Payments to Empiloyees for Services (509,978)
Cash Payments to Other Funds for Services {158,664}
Net Cash Provided by Operating Activities $ 2144335

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES -
Transfer from Qther Authority Funds 7,350

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition and Construction of Capital Assets,

Exclusive of Capitalized Interest (6,834,916)

Principal Paid on Revenue Bonds (1,375,000)

Interest Paid on Revenue Bonds (810,395)

Proceeds from the Issuance of Bonds 24,800,000

Bond Sale Expenses Paid {940,733)

Paying Agent Fees {728)

SEC Disclosure Fees (17,500}

Net Cash Provided by Capital and Related Financing Activities 14,820,728
CASH FLOWS FROM INVESTING ACTIVITIES -

Cash Received for Investment Income 588,830
NET INCREASE IN CASH AND CASH EQUIVALENTS 17,561,243
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 6,558,525
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 24,119,768
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EXHIBIT 10-2

RECONCILIATION OF OPERATING INCOME
TO NET CASH PROVIDED BY OPERATING ACTIVITIES:
Operating Income
Adjustments to Reconcile Operating Income to Net
Cash Provided by Operating Activities:

Depreciation $ 451,118

Change in Assets and Liabilities:
Accounts Receivable - Contracting Parties
Prepaids and Other Assets
Due from Other Authority Funds
Accounts Payable - Contracting Parties
Accounts Payable and Accrued Expenses
Due to Other Authority Funds

Total Adjustments

Net Cash Provided by Operating Activities

SUPPLEMENTAL DISCLOSURE OF NON-CASH FINANCING ACTIVITIES:
Amortization of Bond Premium/Discount
Amortization of Deferred Amount on Refunding
Change in Estimated Arbitrage Liability
Loss on Disposal of Capital Assets

The accompanying notes are an integral part of the financial statements.
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595,589

$ 2,144,335

$ 41,976
(74,228)
(3,272)
21,581



TRINITY RIVER AUTHORITY OF TEXAS
ED QA I T YSTEM ENTERPRISE

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED NOVEMBER 30, 2008

1. See Exhibit 1-10, Note 1 for summary of significant accounting and reporting policies.

2. The Authority entered into contracts with the Cities of Cedar Hill, DeSoto, Lancaster, Ovilla,
Glenn Heights and Red Oak, Texas ("Contracting Parties”) whereby the Authority agreed to sell
its bonds for the purpose of constructing facilities to provide for transportation, treatment and
disposat services for sewage within the Red Oak Creek watershed. The Contracting Parties have

agreed to pay the Authority for operation and maintenance of the facilities and the debt service
for its outstanding bonds - See Note 4.

Bonded debt for which the Contracting Parties have agreed to pay consists of revenue bonds
that are secured by and payable from net revenues of the fund. Specifically, net revenues from
contracts between the Authority and the Contracting Parties have been pledged for repayment of
the bonds, and the amount of the pledge is equal to the remaining outstanding debt service
requirements. For the year ended November 30, 2008, debt service of $2,493,170 was secured by
pledged revenues of $1,943,518, escrowed cash of $454,120, and interest income earned on
accounts restricted for debt service of $35,532. The pledge continues for the life of the bonds.

3. Capital Asset activity and the related changes in accumulated depreciation for the year ended
November 30, 2008 are as follows:

Balance Balance
December 1, 2007 Additions Deletions November 30, 2008

Land and Easements $ 1,693,472 $ 1,693,472
Sewage System

and Extensions 16,576,362 $ 3,245,784 19,822,146
Accumulated

Depreciation (6,996,842) (407,593) (7,404,435)
Machinery and

Equipment 419,153 59,101 $ (144,080) 334,174
Accumulated

Depreciation {280,384) (43,525) 108,490 {215,419)
Construction-in-Progress 1,626,463 7,547,000 {3,249,058) 5,924,407
Total $ 13,038,224 $10,400,767 $(3,284,646) $ 20,154,345

in May of fiscal year 2008, the Authority changed the fixed asset capitalization threshold from
$1,000 to $5,000. Due to this change in policy, assets with a cost basis less than $5,000 were
removed from the books. Assets written off in Red Oak Creek Regional Wastewater System

Enterprise Fund had a combined cost basis of $88,449 and total accumulated depreciation of
$66,867.
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EXHIBIT 10-4

For the year ended November 30, 2008, the Authority recognized a loss on impairment of capital
assets of $14,007. The loss relates to equipment at the Red Oak Creek Regional Wastewater System
treatment plant that became impaired during the year due to unexpected obsolescence.

. The outstanding bonds of the Red Oak Creek Regional Wastewater System Enterprise Fund as of
November 30, 2008 are comprised of the following:

Qutstanding
Series Principal Amount Interest Rates
Series 2003 $9,545,000 4.00% - 5.50%
Series 2006 5,740,000 3.90% - 4.58%
Series 2008 24,800,000 3.90% - 4.58%
Total 540,085,000

Changes in the long-term debt during the year ended November 30, 2008 were as follows:

Batance Balance Current

Series December 1, 2007 Additions Reductions November 30, 2008 Portion
2003 $10,920,000 $ 1,375,000 $ 9,545,000 $ 1,430,000
2006 5,740,000 5,740,000 NIL
2008 NIL $ 24,800,000 24,800,000 NIL
Total 16,660,000 24,800,000 1,375,000 40,085,000 1,430,000
Compensated

Absences 51,126 2,343 22,724 30,745 2313
Total $16,741,126 $ 24,802,343 $ 1,397,724 $ 40,115,745 $ 1,432,313

In June 2008, the Authority issued $24,800,000 of Red Oak Creek Regional Wastewater System
Revenue Bonds, Series 2008, for the purpose of funding capital improvements and to pay costs of
issuance. The bonds bear interest at a rate of 3.90% to 4.58% per annum and mature serially on
February 1 of each year.

Compensated absences are reported with accounts payabie and accrued expenses in the Statement
of Net Assets.
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Annual debt service requirements to maturity, including interest, are set forth in Exhibit 49 and are
summarized as follows:

Year Ending
November 30 Interest Principal
2009 $ 1,464,325 $ 1,430,000
2010 1,405,983 1,490,000
2011 1,343,255 4,555,000
2012 1,273,656 1,630,000
2013 1,203,089 1,700,000
2014-2018 5,090,579 9,035,000
2019-2023 3,439,221 10,550,000
2024-2028 1,254,685 12,695,000
Total $16,474,793 $40,085,000

The Authority has defeased certain other outstanding revenue bonds in prior years by placing the
proceeds of the new bonds in an irrevocable trust to provide for all future debt service payments of
the old bonds. Accordingly, the trust accounts and the defeased bonds are not included in the Red
Oak Creek Regional Wastewater System Enterprise Fund's financial statements. Prior to

November 30, 2008, all such old bonds have been called and no bonds are considered defeased as of
year-end.

. In 2008, Red Oak Creek Regional Wastewater System received a transfer of $7,350 from Risk
Retention Fund as a rebate of insurance premiums.

. As of November 30, 2008, Red Dak Creek Regional Wastewater System was owed $7,000 from Ten
Mile Creek Regional Wastewater System for expenses paid on their behalf. In addition, Red Oak
Creek Regional Wastewater System owed the General Fund $1,765 for salaries and overhead, and
owed Central Regional Wastewater System $1,250 for pretreatment services.

. The Red Oak Creek Regional Wastewater System construction program includes various projects for
ptant improvements. At November 30, 2008, the Authority was committed under construction
contracts for $19,902,764 of which $5,741,153 has been incurred.

. The Authority capitalized interest in 2008 in connection with construction in the Red Oak Creek
Regional Wastewater System. The net interest capitalized for the year in connection with this project
was $190,194,

. The deficit net assets reported in invested in capital assets, net of related debt, is a result of the
Series 2008 Bond issuance and an increase in construction payables.
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TRINITY RIVER AUTHORITY OF TEXAS

SCHEDULE OF EXPENSES - BUDGETED AND ACTUAL

YEAR ENDED NOVEMBER 30, 2008

ORIGINAL FINAL
BUDGET BUDGET ACTUAL
SEWAGE TREATMENT:
Personal Services:
Salaries $ 366,310 $ 371,310 $§ 370,216
Payroll Taxes - FICA 28,020 28,020 27,998
Empiloyee Benefit - Health/Life Insurance 52,190 52,190 52,181
Employee Benefit - Pension 40,360 40,360 38,798
Unemployment Compensation 1,620 1,620
Employee Recognition Program 880 B30 740
Total 489,380 494,380 489,933
Supplies:
Office Supplies 1,800 2,110 2,107
Dues and Subscriptions 2,700 2,700 2,028
Fees Other Than Dues and Subscriptions 16,780 16,780 16,699
Maintenance and Operating Supplies 3,890 16,430 15,776
Laboratory Supplies 3,310 4,210 4,149
Process Chemicals and Supplies 123,610 87,610 73,132
Fuel, Qil and Lubricants 7,490 7,490 5,025
Computer Software, Lic. & Instr, Supplies 4,830 6,330 6,019
Total 164,410 143,660 124,935
Other Services and Charges:
Auditing 6,750 6,975 6,975
Engineering 28,000 28,000 10,165
Legal 1,000 1,000
Outside Services 25,520 25,520 11,779
Other Professional Services 7,500 7,500 283
IT Support Services 28,930 28,230 28,930
Telephone and Telemetering 27,500 30,000 29,203
Postage 200 200 100
Printing and Binding 200 230 224
insurance 7,250 7,250 7,250
Travel 1,400 1,650 1,628
Laundry, Uniforms and ind. Equipment 2,080 2,080 1,834
Training 2,000 2,000 261
Utilities 920 2,420 1,854
Power 395,750 329,735 289,856
Repairs and Maintenance - Collection 21,830 26,830 10,687
Repairs and Maintenance - Equipment 2,700 2,700 2,317
Repairs and Maintenance - Plant & Bldgs. 16,100 36,100 33,529
Repairs and Maintenance - Vehicles 2,000 2,000 1,050
Total Forward 577,630 541,120 437,925
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EXHIBIT 10-5

ORIGINAL FINAL
BUDGET BUDGET ACTUAL
Total Forward $ 577,630 $ 541120 $ 437,925
Repairs and Maintenance - Electrical 7,900 7,900 1,921
Off-site Sludge Disposal 57,440 73,440 73,015
interfund Service Charges 41,610 53,610 52,094
Administrative Overhead 106,570 106,570 106,570
Total 791,150 782,640 671,525
TOTAL OPERATING EXPENSES EXCLUSIVE
OF DEPRECIATION AND AMORTIZATION 1,444,940 1,420,680 1,286,393
CAPITAL OUTLAYS -
Machinery & Equipment* 42,100 66,360 59,101
DEBT SERVICE:
Bond Principal Payments 1,375,000 1,375,000 1,375,000
interest on Leng-Term Debt** 618,220 618,220 618,217
Paying Agent Fees 1,030 1,030 728
SEC Disclosure Fees 17,500 17,500 17,500
TOTAL DEBT SERVICE 2,011,750 2,011,750 . 2,011,445
TOTAL $ 3,498,790 $ 3,498,790 $ 3,356,939

* Capitaf outlays for construction and certain other financing costs are exciuded.
Those budgets are adopted on a project basis.

** For Interest on L.ong-Term Debt, amounts represent interest expense net of amount
paid from escrow and excludes amortization of bond premium/discount and deferred

amount on refunding.

-173-



1V



WRD-233a(1-20-02)

Wastewater Project Information (WRD-253a)

A, Project Name B. Project No. C. County
inity Rivar Authetity Red, Cak Creek Regional Wastewater System | .. CWSRF Tier Il No. 72321 Elis .
“Program{s T TPPTE Laan Amount F. Loan Term '
CWSRF $19,990,000 20 years

G. Wastewater Project Description: (Multiphase project, new or expansion, expansion of collection system, etc.) Attach map of service area
affected by Project or other documentation.

The proposed coliection system improvements include the final design and construction of one segment of the Red Oak Creek interceptor that is
approximately 8,800 feet of 33- to 36-inch relief pipeline. In addition, funding is needed for the preliminary and final engineering for three other
segments of the Red Qak Creek interceptor totaling approximately 18,700 feet of 27- to 36-inch diameter pipeline. One lift station needs to be
improved with the replacement of one pump and installation of an additional pump in an open stot to provide increased flow capacity, Electrical
and instrumentation modifications are also ptanned for this lift station.

H. Wastewater Receiving Stream
Trinity River

[. TNRCC Permit No.
WQ0013415-001

J. Segment No.
0805

K. Long. & Lat. of Discharge Location

L. Projected Wastewater Flows

1. Dresign Flow MGD 6.0

2. 2-Hour Peak MGD  15.0 |

M. Proposed Permit Paramelers

1. CBODS mg/l 4 NH3-Nmg/t 2.0 {May-Sep.) 4.0 {Oct.-Apr.)
2.80D5mgh 10 5. DO mgll 6.0
3. 7SS mgl 15
N. Other Pertinent Planning Information (Describe)
0. Projected Population from application Reference
for 20 year period preferably in 5 year Year Year 2000 2005 2010 2015 2020 2025
increments.
e , . 2007 131,610
Attach justification and list service area Bopulation
populations it different from Planning P 31.700
Area. '
Project Design Year 2040 Desigr: Population 184,797
P. Current Water Supply Information
Surface Water Supply Name Certificate No. Annual Amount Used and Unit
Ground Water Supply Aquifer County
Well Field Location Annual Amount Used and Unit
Q. Proposed Water Supply Information (over loan repayment period)
Surface Water Supply Name Certificate No. Annual Amcunt Used and Unit
Ground Water Supply Aquifer County
Well Field Locafion Annual Amount Used and Unit
R. Consulting Ergineer Name S. Telephone No. T. E-mail address
Dawn Anderson, P.E. 214-640-1726 danderson@cpyi.com
U. Applicant Contact Name, Tille V. Telephone No. W. E-mail address
Warren Brewer, Regional Manager 817-493-5100 brawerw@trinityra.org
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ROCRWS

ESTIMATED PROJECT BUDGET

Clean Water (CW) State Revolving Fund (SRF) Tier Il
(Costs of Proposed Project and Sources of Funds)

ITEM

SRF FUNDS

OTHER FUNDS TOTAL FUNDS

Construction Costs

WWTP Improvements

Other {describe) Interceptor

$12,000,000.00

Subtotal Construction Costs

$12,000,000.00

Basic Engineering Fees

Planning Phase

$700,000.00

Design Phase

$1,000,000.00

Construction Phase $500,000.00
Subtotal Basic Fees $2,200,000.00
Special Engineering Fees

Environmental Assessment

Water Conservation Plan '

inspection ? $500,000.00

Surveying

Testing

Geotechnical

0 & M Manual

TNRCC/EPA Permitting
Subtotal Special Fees $500,000.00
Bond Issuance Costs

Financial Advisor $77,220.00

Bond Counsel $91,475.00

Bond insurance

Attorney General $9,500.00

Paying Agent & Miscellaneous §23,516.00
Subtotal Issuance Costs $201,711.00
Land, Easements or ROW ? $0.00
Administration $162,250.00
Contingency * $1,324,500.00
Loan Origination Fees * $361,000.00
TOTAL PROJECT COSTS $16,749,461.00

1 Mot required ifloan amount is less than $500,000.

2 Required on all projects.

3 No eligible for SRF funding uniess integral to the treatment process.
4 15% or more is recommended.

5 A TWDB origination charge of 1.85%.
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A RESQLUTION OF THE TEXAS WATER DEVELOPMENT BOARD
APPROVING AN APPLICATION FOR FINANCIAL ASSISTANCE FROM THE CLEAN
WATER STATE REVOLVING FUND THROUGH THE PROPOSED PURCHASE OF
$19,990,00¢ 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 “TRA4™) 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 seeks financial assistance from the Texas Water Development Board
(the “Board’") through the Board’s proposed purchase of $19,990,000 Trinity River Authority Red
QOazk Creck 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 opinion the revenues pledged by TRA will be sufficient to meet all the
obligafions 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 QOak Creeck 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 System Revenue Bonds, Proposed Series
2009. This commitment will expire on Noverber 30, 2011.

Such commitment is conditioned as follows:



10.

11

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 counsel 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, (hereinafier 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 2 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 wonld cause the interest on the obligations to be includable 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
investrment 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 JRS Form 8038 with the Internal Revenue Service. A
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13.

14,

15.

16.

17.

18.

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 ouly 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 cither individually or in combination with other
issuers of TRA’s obligations or obligated persons, will, at 2 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 submi{ 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 sgreement ora
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 2 bond insurance policy or a surety policy in licu 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 docurnents of the policy
(e.g; commitment letter, specimen policy) in a form and substance that is satisfactory
to the Board’s Exccutive Administrator; and

{c) 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.



19.

20.

21.

22,

23.

subject to the availa.bility 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, transpert,
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 permitted 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 availzble 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 full 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 Docurnent 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 Aothority wiil 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



27, if a regerve fund is funded with proc*'*du froan this loan, then that reserve fund shall be
used solely for the purpose of wetiving the Tast bond payment, paying principal and interest
when and to the ektent the amounts in the mterest and sinking fomd are insufficient to
satisfv the debt service requirements, or for purposes otherwise authorized by the Board's
Executive Admintstrator,

APPROVED and ordered of record this, the 19" day of Noventber, 2009.
TEXAS WATER DEVELOPMENT BOARD

"{.vb\m PR B //.\ .......
uf‘,m‘s E. Hcrrmq, Chaitmgn )
b
ATTEST:
/'%/ v ‘l’-—ﬁ(’
/"‘u.m(
in Ward

Hecutive Adminisirator

v
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RESGLUTION NO. R-1250

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 THERETQ

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

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

l. The Board of Directors of said Authority convencd in REGULAR MEETING ON
THE 2ND DAY OF DECEMBER, 2009, at the designated meeting place, and the roll was called of the
duly constituted officers and members of said Beard, to-wit:

Linda D. Timmerman, Ed.D., President Nancy E. Lavinski
Harold L.. Bamard, Vice President David Lconard
Howard S. Slobodin, Secretary Andrew Martinez
Herschel S. Brannen IH Kevin Maxwell
Karl R. Butler Barbara Nash

Patricia Carlson
Michacl Cronin
Steve Cronin
Ronald Goldman
Amanda Davis
John W. Jenkins
Katrina M. Keyes
Jess A, Laird

James W. Nealce
Shanda S. Perkins
Manny Rachal
AnaLaura Saucedo
Shirley K. Seale

J. Carol Spiilars
Kim C. Wyatt
Amir Rupani

and, at the time of adoption of the resolntion hereinafter described, all of said persons were present and
vated, except the following absentees: Davis, Nash, Ncale and Rupani. Whercupon, a quorum being
present, the following was transacted at said Meeting: a written

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

was duly introduced for the consideration of said Board and duly rcad. 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 resolution, prevailed and carried by the following vote:

AYES: All members of said Board shown present above voted "Aye".

NOES: None,



2. That a true, full, and correct copy of the aforesaid Resolution adopted at the Meeting
described in the above and foregoing paragraph 1s 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 forcgoing 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 persenally, in
advance, of the time, place, and purpose of the aforesaid Meeting, and that said Resolution would be
introduced 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.

SIGNED AND SEALED the 2nd day of December, 2009,

A l¢q

Secretary, Board of Directors,
Trinity River Authority of Texas

(AUTHORITY SEAL)



RESOLUTION NO. R-1290

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, 1s 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 "Tnnity River Authority of Texas - Red Qak Creek Regional Wastewater
System Contract” (the "Initial Contract”) has been duly executed among Trinity River Authority of
Texas (hercinafter 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 Citics, of a wastewater treatment "System"” as described
in the Imitial 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 1ssued 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 Resclution"), 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") and Trinity River Authority of Texas Red Oak Creek System Revenue Bonds, Series
2008, dated May 1, 2008 (the "Serics 2008 Bonds"), anthorized by a resolution adopted by the Board of
Directors of the Issuer on April 23, 2008, as amended (the "Series 2008 Bond Resolution"); and

WHEREAS, the Initial Contract and the Series 2003 Bond Resolution, Series 2006 Bond
Resolution and Series 2008 Bond Resolution provide that the Bonds, heremafter defined, may be issued
by the Issuer as Additional Bonds under the Series 2003 Bond Resolution, the Series 2006 Bond
Resolution and the Series 2008 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 issuc and sell the hercinafter authorized
Additional Bonds to obtain funds to acquire and construct improvements to the System, hercinafter
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, 1953, as amended (the "Authonty Act” creating the [ssuer), 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 $19,990.000.

Section 2. DESIGNATION, DATE, DENOMINATIONS, NUMBERS, MATURITIES AND
SALE OF BONDS. (a) Each Bond 1ssued 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
years from the date of the Bonds), the rate of interest to be borne by each 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, procuring mumnicipal 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 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
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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
Agent/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 Boands 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 1s 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} Pavment of Bonds and Interest. The Issuer hercby further appeints 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 Paymg 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 thercafter, 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 mnterest coupons,
with the principal of and interest on such Bonds to be payable only to the registered owners thereof, (it}
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, (1iv) may be converted and exchanged for other Bonds, (v) shall have the
characteristics, (v1) shall be signed, sealed, executed and authenticated, (vii) the principal of and interest
on the Bonds shall be payable, and (viu) 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.
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The Bonds initially 1ssued and delivered pursuant to this Resolution are not required to be, and shall not
be, authenticated by the Paying Agent/Registrar, but on ¢ach 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 mstitution, 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
upen 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 mitially 1ssued 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 securtties 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
securities 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 (1) 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 shail be entitled to treat and consider the person in whose name each Bend 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

4



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.

(£ Successor Securities Depository: Transfers Qutside 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 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 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
nomines, 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 mamner 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 (90) 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.

(i1) 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 Seres, 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
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Agent/Registrar and the address at which the Bonds may be redeemed, including & contact person and
telephone number.

(1) 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 appropnate variations, omissions, or insertions as are permitted or required by this
Resolution.

FORM OF BOND

NO. R- PRINCIPAL
AMOUNT
s _
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 , __ and semiannually thereafter on
cach and to the maturity date specified above, or the date of redemption prior to
maturity, at the intercst rate per ammum 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 1s 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 foliowing 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 maturnty, 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
Apent/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 AgeanReglstrar 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 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 "Intercst 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 arc 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 thereafier, 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
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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 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 [ssuer 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 appearcd 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 m 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 50 redeemed. If such wniten 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 muitiple 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
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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
cffectuated, 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 governmenial 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, (i) with
respect to any Bond or any portion thereof called for redemption prior to maturity, within 45 days prior
to its redernption 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 HERERBY certified, recited, and covenamted 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 Oak, Texas.
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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 goveming 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 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
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 Comptroiler 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, 7
including zip code of Transferee)

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

registration thereof, with full power of substitution in the premises.

Dated:
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, attorney, to register the transfer of the within Bond on the books kept for



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 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 hercof 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 Resclution 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 December 2, 2009, 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 pursuant to the Initial
Contract.

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.

- 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 ansing 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 (i1) any Series 2003 Bonds, Series
2006 Bonds and Series 2008 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
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Trinity River) in Dallas and Ellis Counties, Texas, together with all improvements and additions to and
extensions, enlargements, and replacements of such facilitics. 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.

The terms "year" or "fiscal year" shall mean the Authority's fiscal year, which inutially shall be
the year commencing 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 hereafter established by the
Issuer as a fiscal year.

Section 6. PLEDGE. The Parity 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" (hereinafier 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 Oak 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 "Trmity 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.
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Section 11. DEPGSITS OF PLEDGED REVENUES; INVESTMENTS. (a) The Pledged
Revenues shall be deposited into the Inierest 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 earnings from the deposit or investment of any such Fund
shall be credited to such Fund. All investment eamings 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 Intemal 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 recetved 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 thas
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.
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"Credit Facnhty Provider" means (i) with respect to any Credit Facxhty con51st1ng 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 (i1) with
respect to any Credit Facility consisting of a letter or line of credit, any financial mstitution, 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 1ssued 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 securities 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 shal! 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 agencies 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 1s 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
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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 periodic 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 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 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 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 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 (i1}
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.

(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 (1) 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 untii 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 issued to the Issuer or other party, as agent of
the registered owners, by a company licensed to issue an insurance policy guaranteeing the
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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, to-wit, "AAA" by S&P or Fitch or
"Aaa" by Meody'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 thereof, at the time of issuance, 1s 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 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 issuner of a Reserve Fund Obligation for any
expenses, claims, or draws upon such Reserve Fund Obligation, including interest thercon, shall
be made from the deposits made to the Reserve Fund as provided in this section and m
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 termunated 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 onginal 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 msolvent, 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.
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(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 issuer 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 (i) 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 (i) of the preceding subparagraph 3.

(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) 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 1s
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 1s reduced or depleted, or an
increase i 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 shail 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 Annval 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.
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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 Partty 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 authonze, 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, 1ssued, 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 mnterest
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) Al 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 mterest must be fixed at a predetermined rate or rates in
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the authorizing bond proceedings; and for the purposes of this and all other Sections of this Resclution,
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 to be prepaid or redeemed.

Section 19. FURTHER REQUIREMENTS FOR ADDITIONAL BONDS. Additional Bonds
shall be 1ssued 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 cither (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 Issier, there are
Contracts then in effect pursuant to which the Contracting Partics and others, if any, which are parties
to such Contracts are obligated to make payments to the Issuer during each fiscal year (including during
pertods 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:

{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 Panty 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 specificaily, but without limitation,
the wse 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 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.
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(c) TITLE. It has or will obtain [awful 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 1t 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, 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 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 authonzing 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.

(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 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 [ssuer has made arrangements to replace the same or provide
substitutes therefor.

(h) INSURANCE. (1) That it will carry fire, casualty, public liabifity, 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 opimon 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,
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(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 cutstanding principal of all Parity Bonds and Additicnal Bonds;
provided that if on any such occasion the principal of any such Series or issue is not subject to
redemption, 1t 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 proportion 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
msurance proceeds, or the remainder thereof, shall be deposited in a special and separate trust
fund, at an official depositery of the Issuer, 1o be designated the Insurance Account. The Insurance
Account shall be held unti] 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, (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.

(j) 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 beoks 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 vear, 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
cach Bond Insurer of record and the owners of the Bonds and their agents and representatives at all
reasonable times.
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() 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 w1th 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 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 issuance 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 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
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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 ownets 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
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,

(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 1ssued 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 thus 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 Panty
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 fumish 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 (1) shall have been made or caused to be made in accordance with the
terms thereof, or (ii) shall have been provided for on or before such due date by irrevocably depositing
with or making available to the Paying Agent/Registrar in accordance with an escrow agreement or
other instrument (the "Future Escrow Agreement") for such payment (1) lawful money of the United
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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 thercon 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 (i) 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 mvested in Defeasance Securities, maturing in the amounts and times as herembefore
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 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 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.

(¢) The term "Defeasance Securities”" means (i) direct, noncallable obligations of the United
States of America, mcluding obligations that are unconditionally guaranteed by the United States of
America., (il) noncallable obligations of an agency or instrumentality of the United States of America,
including obligations that are unconditionally guaranteed or insured by the agency or instrumentality
and that, on the date of the purchase thercof are rated as to investment quality by a nationally
recognized investment rating firm not less than AAA or its equivalent, and (iii) noncallabie obligations
of a state or an agency or a county, municipality, or other political subdivision of a state that have been
refunded and that, on the date the governing body of the Issuer adopts or approves the proceedings
authorizing the financial arrangements are rated as to investment quality by a nationally recogmzed
investment rating firm not less than AAA or its equivalent.

{(d) Until all Defeased Bonds shall have become due and payable, the Paying Agent/Registrar
shall perform the services of Paymg Agent/Registrar for such Defeased Bonds the same as 1if 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 i1s damaged, mutilated, lost, stolen, or
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destroyed, the Paymg 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 furmish to the Issuer and to the Paying Agent/Registrar such security or
indemnity as may be required by them to save cach 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.

(c) 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. Prier 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.

(¢) 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/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,

(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 Eamings," within the meaning of section 148(f) of the Code and to pay to the
United States of Amenca, 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 Eamings under section
148(f) of the Code; and

(1) to assure that the proceeds of the Bonds will be used solely for new money projects
or to refund refunded bonds that were 1ssued after December 31, 2003 and prior to January 1,
2009.

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.
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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. Departiment of the Treasury pursuant thereto. In the
event that regulations or rulings are hereafter promuigated 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 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.

Section 25. ALLOCATION OF, AND LIMITATION ON, EXPENDITURES FOR THE
PROJECT. The Issuer covenants to account for the expenditure of sale proceeds and investment
eamnings 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 Intemmal 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
1ssuer 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 eamings derived from
the investment of proceeds from the sale of thé 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 carmings shall by
deposited in the Interest and Redemption Fund.
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Section 28. CONSTRUCTION FUND. The Issuer hereby creates and establishes and shalt
maintain on the books of the Issuer a separate fund to be entitled the "Series 2009 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 tnto 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 iegal 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 conceming insurance as provided by the Insurer.

Section 30. FURTHER PROCEDURES. The President, Vice President and Secrctary 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 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:

"MSKB" means the Mumcipal 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
individual 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.
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(c) The Issuer shall, for the benefit of the beneficial owners of the Bonds, undertake to notify
the MSRB, in a timely manner, of any of the following events with respect to the Bonds, if such event is
material within the meaning of the federal securities laws:

A Principal and interest payment delinquencies;

Non-payment related defaults;

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

Modifications to rights of holders of the Bonds;

T 0 " om Y 0w

Bond calls;

]

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

(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 Initial 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 Agrecments), 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.

(¢) 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 covenants to maintain rates
and charges for the System sufficient to meet the debt service requirements on the Bonds and the other
Panty Bonds.
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(e) Escrow Agreement. The General Manager, acting as 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 siudge, 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
(1) implement any water conservation program required by the Board of the TWDB, (ii) comply with
any special conditions spectfied by the Board of the TWDB in an environmental determination and (iii)
maintain current, accurate and complete records and accounts necessary to demonstraté compliance
with generally accepted government accounting standards and other financial assistance related legal
and contractual provisions.

(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.

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 m 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 General Manager,
as 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

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 Directors of the Issuer adopted on
December 2, 2009 (the "Resolution") relating to the issuance of Trinity River Authority of Texas Red Oak
Creek System Revenue Bonds, Series 2009 (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.

2. The principal amount of the Bonds shall be $8,280,000.

3. The Bonds shall be dated December 1, 2009, 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
(F¢bruary 1) AMOUNT($) RATE(%)
2012 110,000 0.650
2013 120,000 1.000
2014 130,000 1.150
2015 225,000 - 1.500
2016 225,000 1.750
2017 235,000 2.000
2018 245,000 2.200
2019 250,000 2.400
2020 260,000 2.750
2021 270,000 2.950
2022 280,000 3.100
2023 280,000 3.250
2024 290,000 3.350
2025 300,000 3.700
2026 315,000 : 3.850
2027 325,000 3.900
2028 340,000 3.950
2029 1,305,000 4 000
2030 1,360,000 4.050
2031 1,415,000 4.150

4. Interest on the Bonds shall be payable February 1 and August 1 of each year, commencing February
1,2010.

5. The Bonds scheduled to mature on and after February 1, 2021, 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, 2020 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 2009 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 $,280,000.00
TOTAL SOURCES 8.280,000.00
Uses of Funds:

TWDB origination fee 150,390.00
Costs of Issuance 195,454.03
Construction Fund 6,648,162 99
Capitalized interest 457,584,938
Reserve Fund 828,000.00

TOTAL USES 8,280,000.00



DEC 09 2009

Witness my hand this

TRINITY RIVER AUTHORITY OF TEXAS

Danny F. Vafice
General M er



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 2009
INTEREST RATE DATE OF ISSUANCE MATURITY DATE CUSIP NO.
December 22, 2009
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, 2010 and semiannually thereafter on each August | 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 anthentication 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, uniess 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 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 intercst 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 Ieast 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 thus 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 shail have the same force and
effect as if made on the onginal date payment was due.

THIS BOND is one of a Series of Bonds dated December 1, 2009, authorized in accordance with the
Constitution and laws of the State of Texas in the principal amount of $8,280,000, IN ORDER TO OBTAIN
FUNDS TOPAY 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, 2020, or on any date thereafier, 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 erther 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 authonized 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. Ir 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 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 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
QOak, 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 Resclution.

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 cach 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.

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 wvalue 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 thercunder, 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

cligible guarantor institution participating m a with the name of the registered owner as it appears

securitics transfer association recognized signature upon the front of this Bond in every particular,

guarantee program. without alteration or enlargement or any change
whatsoever.

FORM OF REGISTRATION CERTIFICATE OF

THE COMPTROLILER 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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Law OFFICES

MECALL, PARKHURST & HORTON L.L.P.

600 CONGRESS AVENUE 717 NORTH HARWOOD 700 N. ST. MARY'S STREET
SUITE 18C0O SUITE 900C SUITE 1525
AUSTIN, TEXAS 78701-3248 DALLAS, TEXAS 7520!|-6587

SAN ANTONIO, TEXAS 78205- 3503

TELEPHONE: 512 478-3805 TELEPHONE: 214 754-8200 TELEPHONE! 210 225- 2BO0O

FACSIMILE: 512 472-0871 FACSIMILE: 214 754.-9250 FacsIMILE: 210 225-2984

December 9, 2009

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 Creek System Revenue Bonds, Series 2009, dated
Dccember 1, 2009 (the "Bonds'™)

Ladics and Gentlemen:;

This opinion from us, as legal counsel to Trinity River Authority of Texas, is given m
connection with the above referenced Bonds, authonzed by resolution No. R-1290 (the "Bond
Resolution"), adopted by the Board of Directors of Trinity River Authority of Texas (the "Authority")
on December 2, 2009,

It is our opinion that the Contract, as dcfined in the Bond Resolution, is now mn effect pursuant
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 dcfined 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, sufficicnt to pay when due all principal of and interest on the Bonds, the Trinity
River Authority of Texas Red Oak Creek System Revenuc Refunding Bonds, Scries 2003, the Trinity
River Authority of Texas Red Oak Creck System Revenue Bonds, Series 2006 and the Trinity River
Authority of Texas Red Oak Creek System Revenue Bonds, Series 2008 to be outstanding after the
1ssuance of the Bonds, and to make the deposits mto the Rescrve Fund as required under the Bond
Resolution.

Respectfully submitted,

McCALL, PARKHURST & HORTON L L.P.

by 5. Al LS

G. Charles Kobdish
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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 2009, dated December 1, 2009, authorized by Resolution No. R-1290, adopted
on December 2, 2009, 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
59 of the Texas Constitution.

3. That, other than for the payment of the Trinity River Authority of Texas Red Oak Creck
Systemn Revenue Refunding Bonds, Series 2003, the Trinity River Authority of Texas Red Qak Creek
System Revenue Bonds, Series 2006 and the Trinity River Authority of Texas Red Qak Creek System
Revenue Bonds, Series 2008 (the "QOutstanding 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 any covenant, condition, or obligation in connection
with the Qutstanding 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
Qutstanding 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 Partics, 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 concerning 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

A-AG 52

Secretary, Board of Directors Brésident, Board of Directors

General Mgay
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ESCROW AGREEMENT

THIS ESCROW AGREEMENT (the "Agreement”), dated as of December 1, 2009, made by and between
the Trimity River Authority 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 in such capacity;

WITNESSETH:

WHEREAS, pursuant to a resolution finally adopted on December 2, 2009 (the "Resolution"), the Board of
Directors of the Authority authorized the issuance of $8,280,000 Trinity River Authority of Texas Red Oak
Creek System Revenue Bonds, Series 2009, dated December 1, 2009 (the "Bonds"), for the purpose of the
acquisition and construction of improvements and extensions to the Authority's Red Oak 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) in 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 issuancg) 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 2009 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 continuously 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 cscrow, 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 marmer 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 written
approval and consent by the Executive Administrator shall be required if the disbursement involves
transferring funds from cne investment to another provided that alf 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 furnished to the Escrow Agent by the Authority and shall not be liable for the
payment of any funds made in reliance in good faith upon such certifications or other documents or
approvals, as heren 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 connection 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
mnspection 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 1s 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 applicable, to the TWDB
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 labilities 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 35
business days of such termination. The Authority 1s 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; (c) 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 recetved, 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 points of contact for the Escrow Agent and the TWDB are as
follows:

Jose A. Gaytan, Ir. Kevin J. Ward

Wells Fargo Bank, N.A. Executive Administrator
Corporate, Municipal and Escrow Services Texas Water Development Board
MAC T5656-013 1700 North Congress Avenue
PO Box 2019 (78768) Austin, Texas 78701

400 West 15® St., Suite 150
Austin, Texas 78701
512-344-7306 (Office)
512-355-8621 (Fax)

Jose A Gavtani@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 therect.

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 mvalidated
thereby.



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

TRINITY RIVER AUTHOZY j)j TEXAS

General nager

Address:
5300 S. Collins
Arlington, Texas 76018

ATTEST:

0 ).

Secretary, Board of Directors

WELLS FARGO BANK, N.A,
as Escrow Agent

By:
Title:

ice—Presidént_,)

(Escrow Agent Seal)
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SIGNATURE IDENTIFICATION AND AUTHORITY CERTIFICATE OF
WELLS FARGO BANK, N A.

I, the undersigned, JOHN C. STOHLMANN , do hereby certify that:

1. Tam a duly elected and acting viCE PRESIDENT  of Wells 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 December 1, 2009 (the "Agreement") was duly executed on bchalf of the Bank by

Kathlsen Wagner , who at the time of exccuting and attesting the
same was and is now a duly elected and acting Vice-Prasidant of the Bank and authorized to

execute, attest and deliver the Agreement as evidenced by the resolutions or Byvlaws 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 Signaturc
Kathlean Wagner
— Vico-Prosident——
WITNESS my hand this DEC 0 9 2009

e

AOHN C. STOHLMANN
VICE PRESIDENT

Name:

Title:




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

|, Patricia Aston, an Assistant Secretary of Wells Fargo Bank, National Association, a national
banking assesiation organized undsr the laws of the United States of America (the "Bank”),
heraby tertify that:

The following is & true and correct extract from résolutions duly adopted by the Board of Directors
of the Bank on November 25, 2003, and that no modification, amendment, rescigsion or
revacation of such resolutions has occurred affecting such extract as of the date of this ceriificate,
anhd that the resolutions remain in fuli force and affact on the date hereof

RESOLVED, that agreements, instruments, or other documsenis, including
amengdments and mod:ﬁcanons theratn, relating to or affectmg the proparly oF business and
gffairs of the Bank, whether atting for its'own account or in & flduciary or ather
rapresentative capacity, may be executed in s name by the persons higreinafter authorized;

FURTHER RESOLVED, that for the purposes of these resolitions,
“Executive Officer” shall mean any person speificafly designated as an: Executive Officer of
theg Bank by resolution of the Board of Direciors, and *Signing Officeér” shalt mear the
Chairman.of the Board, the President, any Vice Chalman, any Executive Vice President,
any Senior Vice Pregident, the Treasurer, any Vice President, any Assistant Vice President,
any person whose tile includes the word “Officer” {e.g., Cdmmercial Banking Officer,
Pargonal Banking Officer, Trust Officer), or any other person whose litle has been or is
hereafter designated by the Board of Directors as a fitle Tor an officer of fhe Bank, and such
officers are hefeby authorized o sign agreements, instrumients and other documents on
behalf of the Bank in atcordance with the signing authorities conferred in Parts A, Band C
of these resolutions; '

A. Executive Officers

FURTHER RESOLVED, that the Chairman, the President, any Vice
Chairman, any Executive Vice President and any Executive Officsrof the Hark, acting
along, may execute agreements, guaranties, instruments or sther documents which such
officer may deem necessary, proper or expedient to the condoet of the business of the
Bank,

B. Vige Presidents and Above

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

Deeds, leases; assignments, bills of sake, purchase agreements and other
instruments of conviyance to purchase, sell, leage or sublease {0 or from a
third party reg! properly, or any interest theredn, for the Bank’s own account;
provided, However, that such agreements, instuments and other
documents may alst ba signed as hereinafter. provided with respect to real
progedy acquired by the Bank in connection with collateral for 2 loan.



‘Bonds of md@nnity and powers. of attomey; provided, however, that proxies
10 voie stock in 2 corporation or to vote other inferests in other legal entitias
-and stack and bond powers-may.also be signed as herginafter provided.

G. Signing Officers

FURTHER RESOLVED, #wt any Signing Officar, acling alone, may
exscute on behalf of Ine Bank, whether acting for its twn account or in a iduciary or other

representative capacity: .

EK
Receipts for any funds or other propariy paid of dalivered to the Bank.

Guaranties of signatures, whether appearning as endorsements of bonds,
certificates of stock, or other sequrities, including without limitation
medallion-guaranties provided in connection with a medallion stamp, or
iherwise.

L

Agieements and propusals to provide services to or receive seyvicas from
third parties.

X

Trust indentires; decinrations of trust, trust and agency agreements,
poing and servicing sgreemenits, fiscal and paying agency agreements,
acceptances thereof, consents thereto and any similar agreements,
however denominated, to which the Bank is a party in & fiduciary or other
representative capacily; carfificates of authentication or other indicia of
valid iesusance with respect to bondsg, notes, debertures and other
securities ar obligalions Issued under any inderture, morgage, kustor
other agreement; cattificates for securities deposited, interim certificates
and cther cerificates for and on behalf of the Bank as depository or agent;
countemgnamres of stocks, bonds, notes, debentures, vofing trust
certificates, paricipation cerfificates ang other certificates, instruments,
obligations or other securities on behalf of the Bank as trustee, fiscal and
paying agent, ransfer agent, registrar of in another similar capacity; and
certificates of canceliation and crernation of stocks, borids, debentures or
other securitias.

=W

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
Board of Birectors of the Bank or any committee thereof, the incumbency, tille or
signature of ary officer of the Bank and any designation of authority under these
resolutions or otherwise, and the Sacretary or any Assistant Secretary of the Baok may
also cevtify any recorts o other documants created in the ordinary course of the business
of the Bank,

| further cortify that on _7e4/ 7 Sty . the tollowing named person isiwas a duty
‘appointed, qualified and acting Signing Officer of Wells Farge Bank, N.A., that their correct tilie




and genuine signature appears beside their name, and that on sdid date they were duiy
authorized 1o act on behalf of the Bank-as-set torth i the foregeing resolution;

Name

Title

. Signature

Parmela M. Black

Vice Presigent

7

Jose Gaytan Vice Prasident
Patrick Giordano Vice President
Letha Glover Vice President
Greg Hasty - Vice President
Josie Hixon Vice Presigent

Sandra Y. Jongs

Assistant Vice Prasident

Kevin O'Brien Agsistarit Vice Prasident
Sheri Owen. Vice President
Nancye . Pafterson | Yice President
Amy C. Perking Vica Prasident

Greg L. Siites

Vica President

John . Smhimann

Vice President

Kathigen R Waaner

Vice President

Deirdre H. Ward

Vice Pregident

Cher D Whitford

Assistant Vice Prasident

IN WITNESS WHEREOF, | have hereunto signed my name this

s
Aot ‘(/ '/,z: e

*+ » Redacted [tndicates portions of the resolutions have intentionally been omitied because the
sections are nol relevant 1o the transaction for which this certification has been requaster.]

aw xé‘;

Assistant Secretary
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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:

(@) That this certificate 15 cxccuted and delivercd with reference to that i1ssuc of
Trinmity River Authority of Texas Red Oak Creck System Revenue Bonds, Series 2009, dated
December 1, 2009, in the principal amount of $8,280,000.

(b) That wc officially executed and signed said Bonds manually or by causing
facsimiles of our manual signatures to be placed on cach 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.

() That said Bonds are substantially in the form, and have been duly executed and
signed in the manner, prescribed n 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 concerning the
issuance of said Bonds, and that so far as we know and believe no such litigation is threatened.

(f) That neither the corporate existence nor boundaries of said issuer 15 being
contested, that no litigation has been filed or 1s 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 1ssuer 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 scal of said issuer.

(h) The Attorncy General of Texas is hereby authorized and dirccted to date this
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 ime he approves the Bonds, unless he is notificd otherwise as aforesatd.



DEC 22 2808

MANUAL SIGNATURES OFTFICIAL TITLES
% Z:—-—-.;-v President, Board of Directors
A q g/lp 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.

EXECUTED and delivered this

Given under my hand and seal of office this ‘2&(- /@M :?009’
—} /

EARe )

Fa ” WJW Notary Public U d'
§‘= BE yy COMMISSIONEXPIRES I

p—

June 18,2013 Typed Name

(My Commussion Expires - }

(Notary Seal)

Law Offices
McCall, Parkhurst & Horton I..1..P.
717 North Harwood, Ninth Floor
Dallas, Texas 75201
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PAYING AGENT/REGISTRAR AGREEMENT

THIS AGREEMENT entered into as of December 1, 2009 {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 2009 (the "Securities") in the aggregate principal amount of $8,280,000, such
Securities to be issued in fully registered form only as to the payment of principal and interest thereon; and

WHEREAS, the Securties are scheduled to be delivered to the initial purchasers thereof on or about
December 22, 2009; 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 [ssuer 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 Securitiecs 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 Agresment, 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
instaflments of interest, or both, are due and payable on any Security which has become accelerated pursuant
to the terms of the Security.

"Bank Qffice" 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.

"Fiscal Year" means the fiscal year of the Issuer, ending August 31

"Holder" and "Security Holder" each means the Person in whose name a Security is registered in the
Security Register.

"Issuer Request" and "Issuer 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 is required or authorized to be closed.

"Order" means the order, ordinance, or resolution of the governing body of the Issuer pursuant to which
the Securities 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, assoclation, 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 payvment.



"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 Commuittee 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 famiharity 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 Secunties.

“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. Dutles of Paving 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 Secunty 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 Exchanges.

The Bank agrees to keep and maintain for and on behalf of the Issuer at the Bank Office books and
records (herein sometimes referred to as the "Securnity 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
information 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 after
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 Secunties 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 obhigated 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 i the Security Register. The Issuer may also inspect the information
contained.in the Security Register at any time the Bank 1s customarily open for business, provided that
reasonable time 1s 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 authonized officer or employee of the Issuer, except upon receipt of a court order
or as otherwise required by law. Upon receipt of a court order and prior to the release or disclosure of the
contents of the Security 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 Security 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 1t, a certificate evidencing the destruction of cancelled certificates.

Section 4.06. Mutilated, Destroyed, Lost, or Stolen Securities.

The Issuer hereby mstructs the Bank, subject to the applicable provisions of the Order, to deliver and
issue Securities in exchange for or in lieu of mutilated, destroyed, lost, or stolen Securities as long as the same
does not result in an gverissuance.

In case any Security shall be mutilated, or destroyed, lost, or stolen, the Bank, in 1ts 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 in
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 [ssuer 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 pursnant 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
1n 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
opinions expressed therein, on certificates or opinions furnished 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 1s 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.

(e) 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 1t hereunder in good faith and in reliance thereon.

(f) 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. Mayv Hold Securities.

The Bank, in 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 nisk, 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 ¢lects, and the Holder of such Secunty shall hereafter look only to the Issuer for payment
thereof, and all hiability 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 5.06. 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 adminustration 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 interest 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
MISCELLANEOQUS 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 Agresment,

Section 6.04. Effect of Headings.

The Article and Section headings herein are for convenience only and shall not affect the construction
hereof. '

Section 6.03. Successors and Assigns,

All covenants and agreements heren 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
consclidated, or any corporation 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
1s a bank, trust company, financial mstitution 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 hercto 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 any 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 {ii) may be earfier 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 Securties,
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 nior Associatm

2001 Bryan Street, l1th Floor, Dallas, Texas 75201

TRINITY, R AUT OF TEXAS

General Ma@

5300 8. Collins, Arlington, Texas 76018

By

10
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Fee Schedule

Trinity River Authority -
Red Oak Regional Wastewater System Revenue Bonds, Series 2009

0

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.

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.

OR

i SRS o
uties and responsibilities related to

e normal d

account administration. This fee is

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 counse] 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 pror 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,

2001 Bryan - 11" Floor Dallas, TX 7520)
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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,

) FD‘I‘C or other governmental charges will be pased along to you as incurred.

Terms and Disclosures

Terms of Proposal

Final acceptance of the appointiment 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 wiil 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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CLOSING CERTIFICATE

THE STATE OF TEXAS
TRINITY RIVER AUTHORITY OF TEXAS

L, 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 QAK CREEK
SYSTEM REVENUE BONDS, SERIES 2009, DATED DECEMBER 1, 2009, authorized by a
resolution adopted by the Board of Directors of the Issuer on December 2, 2009 (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;

{c) insofar as the descriptions and statements, including financial data, of or pertaiming to
entities other than the Authority and their activities contained 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 LG 22 2008

TRINITY, RIVER A ORITY OF TEXAS

General Mﬁy
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FEDERAL TAX CERTIFICATE

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

1.2 This Federal Tax Certificate (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 2009 (the "Bonds"). The Bonds are being issued pursuant to a resolution of the Issuer (the
"Resolution”) adopicd on December 2, 2009, and a Certificate of General Manager (the "Certificate") exccuted
by the General Manager of the Issuer on the date of sale of the Bonds. The Resolution and the Certificate are
incorporated herein by reference.

1.3, To the best of the undersigned's knowledge, information and belief, the expectations contained
in this Certificate are reasonable,

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

1.5 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.

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

2.1 The Bonds are being 1ssued pursuant te the Resolution (a) to provide for the payment of costs
of issuing the Bonds: (b) to acquire and construct improvements and extensions to the Issuer's Red Oak Creek
Regional Wastewater System (the "Projects”); (c) to pay certain capitalized interest on the Bonds; and (d) to
deposit funds in the Reserve Fund.

2.2, Thelssucrexpects that the aggregate uscful lives of the Projects exceed 28 years from the later
of the date the Projects are placed in service or the date on which the Bonds are issued.

23 All eamings, 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 Internal Revenue Code of 1986 (the "Code"). The proceeds of the
Bonds, together with any investment earmings 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 Procecds and Use of Projects.

31 The Issuer will meur, 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 Projccts or
by entering into contracts for architectural or engincering services for such Projects, or contracts for the
development, purchase of construction matenials, or purchasc 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, Afterentenng into binding obligations, work on such Projects will proceed promptly with due
diligence to completion,

33,  All onginal proceeds derived from the sale of the Bonds to be applied to the Projects and all
investment earnings thercon (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 issuc of the Bonds.

3.4 The Resolution provides that allocations of proceeds to expenditures for the Projects are
expected not to be later than 18 months after the later of the date of the expenditure or the date that the Projects
are placed 1n service, but, in any event, not longer than 60 days after the earher of five years of the date hereof
or the date the Bonds are retired.

3.5.  Thelssuer will not invest the proceeds prior to such expenditure in any gouaranteed imvestment
contract or other non-purpose investment with a substantially guaranteed yield for a period equal to or greater
than four years.

36. Other than Cedar Hill, De Soto, Glenn Heights, Lancaster, Ovilla and Red QOak, Texas
(collectively, the "Contracting Governmental Units"), the Issuer expects that throughout the lesser of the term
of thc Bonds, or the useful lives of the Projects, the only user of the Projects will be the Issver or the Issuer's
employces and agents. The Issuer will be the manager of the Projects. The Issuer does not expect to enter into
long-term sales of output from the Projects, except to the Contracting Governmental Units and other future
contracting governmental units or on the basis of gencrally-applicable and uniformly applied rates. The Issuer
may apply different rates for different classes of customers, including volume purchasers, which are reasonable
and customary.

3.7.  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-recogmzed bond counsel that such sale or other disposition will not
adversely affect the tax-exempt status of the Bonds.

38 For purposes of Subsection 3.7 hereof, 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 Iess 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 Sinking Fund.

41 A separate and special Interest and Sinking 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 pnimarily to achicve a proper
matching of revenues and debt scrvice within each bond vear. Such portion will be completely depleted at lcast
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once cach 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 carnings on such portion of the Interest and Sinking
Fund. Amounts deposited in the Interest and Sinking 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 Sinking Fund will be spent within a one-year period beginning
on the date of receipt.

4.2, Any money deposited in the Interest and Sinking 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 Sinking Fund. The yield on any investments allocable to the
portion of the Interest and Sinking 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 created by the Resolution are held in trust for the benefit
of the holders of the Bonds. If on any interest payment or maturity date, the Interest and Sinking 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 Sinking Fund in an amount sufficient to make such payments.

5.2.  Thepresent value of the investments deposited to the Reserve Fund and allocable to the Bonds
that will be invested at a vield higher than the yield on the Bonds will not, as of any date, exceed an aggregate
amount which equals the lesscr 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 scrvice on the Bonds.

5.3. Based on the rccommendation of the Financial Advisor to the Issuer, the amount depostied 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 Issucr arc deposited.
Amounts on deposit in the Revenue Fund are transferred and used in the manner required by the Resolution.

6.2.  Other than moncys in the Revenue Fund that are transferred to the Interest and Sinking Fund
and Reserve Fund, the moneys in the Revenue 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 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, Other than moneys in the Contingency Fund, if any, that are transferred to the Interest and
Sinking Fund, the 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 Fund will be invested without
yield restriction.

8. Invested Sinking Fund Proceeds, Replacement Proceeds.

8.1. 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 vartous purposes, These other funds are not
available to accomplish the purposes described in Section 2 of this Certificate,

3.2, Other than the Interest and Sinking 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 {a) which are reasonably
expected to be used, or to generate eamnings to be used, to pay debt service on the Bonds, or (b) which 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 Issucr encounters financial
difficulties. Accordingly, there are no other amounts constituting "gross proceeds” of the Bonds, within the
meaning of section 148 of the Code.

9. Yield.

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.

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 (¢) will be payable from the same source of funds as the Bonds.

11. Federal Tax Audit Responsibilities.

The Issuer acknowledges that in the event of an examination by the Intcrnal Revenue Service (the
"Service") to determine compliance of the Bonds with the provisions of the Code as they relate to tax-cxempt
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 Tcxas 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 Issucr
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 the letter does not constitute an opinion of Bond Counsel as to the proper record retention
policy applicable to any spccific 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 carnings 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 Issucr 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 “E': ;g ;g 2009

TRINITY RIVER AUTHORITY OF TEXAS

By:

General Mzuée—r/

Trinity River Authority of Texas Red Qak Creek System Revenue Bonds, Series 2009



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 are accurate.

FIRST SOUTHWEST COMPANY

By: N\M\\J\}M

Trimty River Authority of Texas Red Oak Creck System Revenue Bonds, Series 2009



Exhibit "A"

LAW OFFICES
McCALL, PARKHURST & HORTON L.L.P.
600 CONGRESS AVENUE 717 NORTH HARWCOD 700 N. ST. MARY'S STREET
1250 ONE AMERICAN CENTER NINTH FLOOR 1525 ONE RIVERWALK PLACE
AUSTEN, TEXAS 787011248 DALLAS, TEXAS 75201-6587 SAN ANTONIO, TEXAS 7B205-3503
TELEPHONE: (£12) 478-3805 TELEPHONE: (214) 754-8200 ' TELEPHONE: (210) 225-2800
FACSIMILE. (512) 472.0871 FACSIMILE: {Z14) 754-9250 FACSIMILE: (210) 225-2984

January 1, 2008

ARBITRAGE REBATE REGULATIONS®

The arbitrage rebate requirements set forth in section 148(f) of the Internal Revenue
Code of 1986 (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, 1983, the U.S. Treasury Department promulgated reguiations relating fo
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 memcrandum
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 {o issuers
with respect to the provisions of these tax regulations but recommends that issuers seek
competentfinanciai and accounting assistance in calculating the amount of such issuer's rebate
liability under section 148(f) of the Code and in making elections to apply the rebate exceptions.

* In this memorandum the word "bond" is defined to 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 reserved.



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 Department in 1989
and 1992 incorporated the same effective dates which generally apply for purposes of section
148(f) of the Code. As such, the previcus 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, 1893). 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, 19886, (for
private activity bonds) and August 31, 1986, (for governmental public purpose bonds). The
statutory exception to rebate applicable for construction issues generally applies if such issue
is delivered after December 19, 19889.

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 mortgage 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 would permit an issuer to
apply the rules (other than 18-month spending exception) to bonds which were issued prior to
July 1, 1993 and remain outstanding on June 30, 19893. Due to the complexity of the
regulations, it is impossible to discuss in this memorandum ali 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 employ an actuarial method for computing the rebate amount based on
the future value of the investment receipts (i.e., earnings) 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 period and
upaon 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 accommadate 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 fo 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 receipts from investments
(i.e., earnings}, over (2) the future value of all payments.

The following 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

2/1/1994 $ 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, 1999. 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 vear basis is used because these conventions
were used to compute yield on the issue. The future value of these amounts,
plus the computation credit, as of January 1, 1999, is:

Date Receipts (Fayments) EY {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 19,190,277
09/1/1994 20,000,000 26,947 162
01/1/1995 (1,000) {1,317)
07/111995 10,000,000 12,722,793
01/1/1996 (1,000) (1.229)
Rebate amount (01/01/1999) 9878 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 issuer to 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 public (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
pericdically 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 "locking 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. Issuers
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
intc 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. IN SUCH CIRCUMSTANCES,
ISSUERS ARE ADVISED TO CONSULT McCALL, PARKHURST & HORTON L.L.P. TO

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 whole. |n certain circumstances, the vield
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 fo
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 ireatment, in effect,
raises the yield on the bond, thereby permitting 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 immediately 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.q., interest rate swaps, futures contracts or options,
which are intended 1o 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 TRANSACTIONS.

Earnings on Nonpurpose Investments

The arbitrage rebate provisions apply only to the receipts from the investment of "gross
proceeds" in "nonpurpose investments.” Forthis purpose, nonpurpose investments are stock,
bonds or other abligations acquired with the gross proceeds of the bonds far the period prior
to the expenditure of the gross proceeds for the ultimate purpose. For example, investments
deposited to construction funds, reserve funds (inciuding surplus taxes or revenues deposited
to sinking funds) or 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, investiment 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 an the bonds. 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 bonds, amounis earned as a result of such sale or amounts (inciuding
taxes and revenues) which are used to pay, or secure the payment cf, 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 on 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 to defease the prior obligations of the
issuer be subject to arbitrage rebate to the extent that the investments deposited fo 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 {ax 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, including 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 will
be subject to arbitrage rebate. Issuers 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 to reduce the yield. Special rules are included for determining the market price for
investment contracts, certificates of deposit and certain U.S. Treasury obligations. For
example, to estabiish 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 "common 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 Obligations - 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 so, at what times those proceeds are considered spent. In
general, working capital financings are subject to many of the same rules that have existed
since the mid-1970s. Forexample, the regulations generally continue the 13-month temporary
period. By adopting a "proceeds-spent-iast” rule, the regulations 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 continue
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,
inciuding 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.

Reirmbursement 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 cerlain 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 unless 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 Internal 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 resuit 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 io 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 penalty 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. Tc be able to terminate the penalty, the issuer
must meet specific requirements and, in some instances, must pay an additional penaity 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 year does not issue tax-exempt bonds? in an aggregate

2 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 limits, 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 preceeds 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
excess 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 fiow 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 lieu 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, all other available amounts of the issuer
must be spent first ("proceeds-spent-last” rule}. In determining whether all 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 pericd, 60 percentwithin a 12-month 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 inciuded as gross
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proceeds during the first and second spending period. A reasonable 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 18, 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 twe 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 ofissue, 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 earmings 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 also provides for numerous efections which must be made not later
than the date of issuance of the bonds. Once made, the elections are irrevocable. Certain
elections 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 two-year rule. Issuers 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 previously 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. In 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 term of less than five
years) or variable rate bonds, the exclusion is available only if the gross earnings 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.

FORBONDS ISSUED AFTER THE EFFECTIVE DATE OF THE TAX REFORM ACT OF 1986
WHICH WERE OUTSTANDING AS OF NOVEMBER 11, 1888, 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 wilt prove to be usefui
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.

McCall, Parkhurst & Horton L.L.P. - Page 11



Exhibit "B"

LAW OFFICES
McCALL, PARKHURST & HORTON L.L.P.
800 CONGRESS AVENUE 717 NORTH HARWOQOD 700 N. 8T. MARY'S STREET
1800 ONE AMERICAN CENTER NINTH FLOOR ' 1525 ONE RIVERWALK PLACE
AUSTIN, TEXAS 78704-3248 DALLAS, TEXAS 752016587 ! SAN ANTONIQ, TEXAS 78205-3503
TELEPHONE: {512) 478-3805 TELEPHOMNE: {214) 754-9200 TELEPHONE: {210) 225-2800
FACSIMILE: {512) 472-0B71 FACSIMILE: (214} 754-9250 FACSIMILE. (210) 225-2984
[sale date]

Mr. Warren N. Brewer, Jr.

Regional Manager, Northern Region
Trimity River Authority of Texas
P.O. Box 240

Arlington, Texas 76004

Re: Trinity River Authority of Texas
Red Oak Creck System Revenuc Bonds, Series 2009

Dear Mr. Brewer:

As you know, the Trinity River Authority of Texas (the "Issuer") will issue the captioned bonds in
order to provide for the acquisition and construction of the project. As a result 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 mnterest and sinking fund and the reserve fund for the captioned bonds. The
purpose of this letter 1s to set forth, in somewhat less techmical 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 1s not higher
than the vield on the captioned bonds. For this purpose, please refer to line 21(¢) of the Form 8038-G included
in the transcript of proceedings for the yield on the captioned bonds.

Generally, the federal tax laws provide that, unless excepted, amounts to be used for the project or to
be deposited to the interest and sinking 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 admimstrative convenience,
the bonds, however, have been structured in such a way as to avoid, for the most part, this restriction on
investment yield. 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 disposttions of
property.

First, the sale and investment proceeds to be used for the 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 sinking fund 1s made up of amounts which are recerved annually for the
payment of current debt service on all the Issuer's outstanding bonds. Any taxes or revenues deposited to the
nterest and smking fund which are to be used for the payment of currerit 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 sinking fund is permitted to be mvested 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 sinking fund. The maximum amount that may be invested as pait of
this account may not cxceed 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
1n 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 annual debt service on all outstanding bonds, or {3) 125 percent of average annual debt service
on all gutstanding bonds.

Accordingly, you should review the current balance in the interest and sinking fund and the reserve
fund in order to determine if such balances cxceed 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 sinking 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 maoney 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 [ssuer should retain such materials, records and
information for the period 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 Issuer should collect and retain additional
materials, records and information to ensure the continued compliance with federal tax law requirements. For
example, bevond 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 mvestment
of band proceeds. In the event that you have questions relating to record retention, please contact us.



Finally, you should notice that the contains a covenant that limits the ability of the Issuer to sell or
otherwise dispose of bond-financed property for compensation. Beginning for obhgationsissued 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 carmings, 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 sinking 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 LLP.

ce: Mr. G. Charles Kobdish
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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 2009, dated December 1, 2009, authorized by a
resolution adopted by the Board of Directors of the Issuer on December 2, 2009 (the
“BOI‘ldS").

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

{c) 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 DEC 2 2 2009

S e
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The McGrow-Hill Companies :

500 North Akard Street

S'IANDARD Lincoln Plaza, Suite 3200

Dallas, TX 75201

&POOR'S e o 06714

November 25, 2009

Trinity River Authority of Texas
5300 8. Collins

Arlington, TX 76018

Attention: Mr. Randy Brooks

Re: US$19,900,000 Trinity River Authority, Texas, Wastewater System Revolving Fund Loan,
(Red Oak Creek Project), Series 2009, dated: August 31, 2009, due: August 31, 2031

Dear Mr. Brooks:

Pursuant to your request for a Standard & Poor’s rating on the above-referenced obligations, 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 you 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 Securities 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. .
To maintain the rating, Standard & Poor’s must receive all relevant financial information as soon
as such information is available. Placing us on a distribution 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



Mr. Randy Brooks
Page 2
November 25, 2009

CreditWatch the rating as a result of changes in, or unavailability of, such information. Standard
& Poor’s reserves the right 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 & Poor's Ratings Services
a Standard & Poor's Financial Services LLC business

S Ca,u,Q :'P%_;q
- TAC

enclosures
ce: Ms. Mary M. Williams, Senior Vice President
First Southwest Company
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Standard & Poor's Ratings Services
Terms and Conditions
Applicable To
U.S. Public Finance Ratings

Request for a rating. Standard & Poor's issues public finance ratings for a fee upon request from an issuer, or from an
underwriter, financial advisor, investor, insurance company, or other entity, provided that the obligor and issuer (if
different from the obligor) each has knowledge of the request. The term “issuer/obligor” in these Terms and
Conditions means the issuer and the obligor if the obligor is different from the issuer.

Agreement to Accept Terms and Conditions, Standard & Poor’s assigns Public Finance ratings subject to the terms
and conditions stated herein and in the rating letter. The issuer/obligor’s use of a Standard & Poor’s public finance
rating constitutes agreement to comply in all respects with the terms and conditions contained herein and in the rating
letter and acknowledges the issuer/obligor’s understanding of the scope and limitations of the Standard & Poor’s rating
as stated herein and in the rating letter.

Fees and expenses. In consideration of our analytic review and issuance of the rating, the issuer/obligor agrees to pay
Standard & Poor’s a rating fee. Payment of the fee is not conditioned on Standard & Poor’s issuance of any particular
rating. In most cases an annual surveillance fee will be charged for so Jong as we maintain the rating. The
issuer/obligor will reimburse Standard & Poor’s for reasonable travel and legal expenses if such expenses are not
included in the fee, Should the rating not be issued, the issuer/obligor agrees to compensate Standard & Poor’s based on
the time, effort, and charges incurred through the date upon which it is determined that the rating will not be issued.

Scope of Rating, The issuer/obligor undersiands and agrees that (i) an, issuer rating reflects Standard & Poor’s current
opinion of the issuer/obligor’s overall financial capacity to pay its financial obligations as they come due, (ii) an issue
rating reflects Standard & Poor’s current opinion of the likelihood that the issuer/obligor will make payments of principal
and interest on a timely basis in accordance with the terms of the obligation, (iii) a rating is an opinion and is not a
verifiable statement of fact, (iv) ratings are based on information supplied to Standard & Poor’s by the issuer/obligor or
by its agents and upon other information obtained by Standard & Poor’s from other sources it considers reliable, (v)
Standard & Poor’s does not perform an andit in connection with any rating and a rating does not represent an andit by
Standard & Poor’s, (vi) Standard & Poor’s relies on the issuer/obligor, its accountants, counsel, and other experts for the
accuracy and completeness of the information submitted in connection with the rating and surveillance process, (vii)
Standard & Poor’s undertakes no duty of due diligence or independent verification of any information, (viii) Standard &
Poor’s does not and cannot 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, (ix) Standard & Poor’s may raise, lower, suspend,
place on CreditWatch, or withdraw a rating at any time, in Standard & Poor’s sole discretion, and (x) a rating is not a
“market” rating nor a recommendation to buy, bold, or sell any financial obligation.

Publication. Standard & Poor’s reserves the right to publish, disseminate, or license others to publish or disseminate the
rating and the rationale for the rating unless the issuer/obligor specifically requests that the rating be assigned and
maintained on & confidential basis. If a confidential rating subsequently becomes public through disclosure by the
issuer/obligor or a third party other than Standard & Poor’s, Standard & Poor’s reserves the right to publish it.
Standard & Poor’s may publish explanations of Standard & Poor’s ratings criteria from time fo time and nothing in this
Agreement shall be construed as limiting Standard & Poor’s ability to modify or refine Standard & Poor’s criteria at any
time as Standard & Poor’s deems appropriate.

Information to be Provided by the Issuer/obligor. The issuer/obligor shall meet with Standard & Poor’s for an analytic
review at any reascnable time Standard & Poor’s requests. The issuer/obligor also agrees to provide Standard &
Poor's promptly with all information relevant to the rating and surveillance of the raiing including information on
material changes to information previously supplied to Standard & Poor’s. The rating may be affecied by Standard &
Poor’s opinion of the accuracy, completeness, timeliness, and reliability of information received from the
issuer/obligor or its agents. Standard & Poor’s undertakes no duty of due diligence or independent verification of



information provided by the issuer/obligor or its agents. Standard & Poor’s reserves the right to withdraw the rating if
the issner/obligor or its agents fails to provide Standard & Poor’s with accurate, complete, timely, or reliable
information.

Standard & Poor’s Not an Advisor, Fiduciary, or Expert. The issuer/obligor understands and agrees that Standard &
Poor’s is not acting as an investment, financial, or other advisor to the issuer/obligor and that the issuer/obligor shouid
not and cannot rely upon the rating or any other information provided by Standard & Poor’s as investment or financial
advice. Nothing in this Agreement is intended to or should be construed as creating a fiduciary relationship between
Standard & Poor’s and the issuer/obligor or between Standard & Poor’s and recipients of the rating. The issuer/obligor
understands and agrees that Standard & Poor’s has not consented to and wiil not consent to being named an “expert”
under the applicable securities laws, including without limitation, Section 7 of the U.5. Securities Act of 1933,

Limitation op Damages. The issuer/obligor agrees that Standard & Poor’s, its officers, directors, shareholders, and
employees shall not be liable to the issuer/obligor or any other person for any actions, damages, claims, liabilities,
costs, expenses, or Josses in any way arising out of or relating to the rating or the related analytic services provided for
in an aggregate amount in excess of the aggregate fees paid to Standard & Poor’s for the rating, except for Standard &
Poor’s gross negligence or willful misconduct. In no event shall Standard & Poor's, its officers, directors,
shareholders, or employees be liable for consequential, special, indirect, incidental, punitive or exemplary damages,
costs, expenses, legal fees, or losses (including, without limitation, lost profits and opportunity costs). In furtherance
and not in limitation of the foregoing, Standard & Poor’s will not be liable in respect of any decisions made by the
issuer/obligor or any other person as a result of the issuance of the rating or the related analytic services provided by
Standard & Poor’s hereunder or based on anything that appears to be advice or recomumendations. The provisions of
this paragraph shall apply regardiess of the form of action, damage, claim, liability, cost, expense, or loss, whether in
contract, statute, tort (including, without limitation, negligence), or otherwise. The issuer/obligor acknowledges and
agrees that Standard & Poor’s does not waive 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 America.

Term. This Agreement shall terminate when the ratings are withdrawn. Notwithstanding the foregoing, the paragraphs
above, “Standard & Poor’s Not an Advisor, Fiduciary, or Expert” and “Limitation on Damages”, shall survive the
termination of this Agreement or any withdrawal of a rating.

Third Parties. Nothing in this Agreement, or the rating when issued, is intended or should be construed as creating any
rights on behalf of any third parties, including, without limitation, any recipient of the rating. Mo person is intended as
a third party beneficiary to this Agreement or to the rating when issued.

Binding Effect. This Agreement shall be binding on, and inure to the benefit of, the parties hereto and their successors
and assigns,

Severability. In the event that any term or provision of this Agreement shail be held to be invalid, void, or
unenforceable, then the remainder of this Agreement shall not be affected, impaired, or invalidated, and each such term
and provision shall be valid and enforceable to the fullest extent permitted by law.

Complete Agreement. This Agreement constitutes the complete agreement between the parties with respect to its subject
matter. This Agreement may not be modified except in a writing signed by authorized representatives of both parties.

Governing Law. This Agreement and the rating letter shall be governed by the internal laws of the State of New York.
The parties agree that the state and federal courts of New York shall be the exclusive forums for any dispute arising
out of this Agreement and the parties hereby consent to the perscnal jurisdiction of such courts.
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PuBLIC FINANCE

Trinity River Authority, Texas

US$19.9 mil Wastewater System Revolving Fund Loan (Red Oak Creek Project), Series 2000 dated
08/31/2008, due D3/31/2031

Long Term Rating AA-{Stable New
Outstanding Wastewater System State Revolving Fund Loar, Series 2008

Long Term Rating AA-{Stahle ‘ Upgraded
Outstanding Revenue Aefunding Bonds (Red Gak Creek System Project}, Series 2003

Unenhanced Rating AA-ISPUR}/Stable Uppraded
Qutstanding Wastewater System Revenue Bonds {Red Oak Creek System Fraject), Series 2006-1

Unenhaneed Rating AAASFURYStable Upgraded

Many issues are enhanced by bond insurance

Rationale

Standard & Poor’s Ratings Services raised its long-term and underlying ratings (SPUR) to
‘AA- from ‘A+’ on Trinity River Authority, Texas’ water development board loan series 2008
(Red Oak Creek System) outstanding, issued for the Texas Water Development Board, a
regional wastewater treatment system. The outlook is stable.

At the same time, Standard & Poor’s assigned its ‘AA-‘ rating, and stable outlook, to
the authority’s series 2009 loan.

We base the upgrade on the improving creditworthiness and financial stability of the
member cities’ respective utility systems, as well as what we consider their sound service area
economies and utility system operations.

In our opinion, these cities’ water and sewer systems collectively exhibir:

s Revenue streams that provide adequate debt service coverage;
* Competitive treatrnent rates; and
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Trinity River Authority, Texas

®» Sufficient trearment capacity.

A first-lien net revenue pledge derived from payments by contract participants to the authority
secures the bonds. Payments are based on the participants’ sewer flows as a percent of total flows to the
plant. Contracts require the unconditional payment of debt service regardless of treatment services.
While there is no explicit language that requires a reallocation of expenses should a participant fail to
pay, the authority has the ability to recalculate participant obligations midyear under a fairly broad
range of circumstances, providing an effective step-up provision. A debt service reserve fund in the
amount of the average annual debt service requirement provides additional security.

Wastewater from all, or portions of, six cities within the Dallas-Fort Worth Metroplex is
collected and treated at the Red Oak Regional Wastewater Treatment Facility. Each municipality’s
payment is an operating expense of its water and sewer system with contracts in place until the bonds
are paid off.

The participants, which account for all system revennes, are:
= Cedar Hill, Texas;

Glenn Heights, Texas;
Red Oak, Texas;

DeSoto, Texas;

Lancaster, Texas; and
= Ovilla, Texas.
The financial position of the project’s fund is sound in our opistion. Based on the 2007 audit,
revenues were sufficient to provide annual debr service coverage of more than 1x. Participant cities’
obligations to the authority are estimated with the preparation of the authority’s annual budget and
overpayments or underpayments applied at fiscal year-end. Coverage calculations were made before
any such true-up by Trinity River Authority.
Credit characteristics of the top member cities include what we consider:
® Srrong coverage levels of the individual cities’ debt service coupled with sound coverage of existing
debt and authority debt.

» Good system customer base growth trends and sound liquidity positions.

= Above-average naticnally combined water and sewer monthly bills; however, rates are affordable for
the area.

The estimated charge to operate the facility and service the debt is approximately $5.31 per
1,000 gallons in 2011 that, based upon minimum flows, will provide 1.45x debt service coverage.

Qutlook

The stable outlook reflects Standard & Poor’s expectation that Trinity River Authority’s participating
members’ sound financial operations will continue, coupled with the limited additional debt associated
with the project.

Related Research

USPF Criteria: Standard 8 Poor’s Revises Criteria For Rating Water, Sewer, And Drainage Uulity
Revenue Bonds,” Sept. 15, 2008
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ATTORNEY GENERAL OF TEXAS
GREG ABBOTT December 11, 2009

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 2009 (the "Bonds"), in the aggregate principal amount
of $8,280,000 for approval. The Bonds are dated December 1, 2009, numbered R-1
through R-20, and were authorized by Resolution No. R-1290 of the Issuer passed
on December 2, 2009 (the “Resolution™). The record of proceedings include the
Resolution and the Certificate of General Manager.

I have examined the law and such certified proceedings and other papers as I deem necessary
to render this opinion.

As to questions of fact material to my opinion, I 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)  The Bonds have been issued in accordance with law and are valid and binding special
obligations of the Issuer.

(2) The Bonds are payable solely from and equally 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 interest hereon from taxes or from any source whatsoever other than specified in

the Resolution.

@) The proceedings conform to the requirements of law.

PosT OFFICE BOXx 12548, AUSTIN, TEXAS78711-2548 TEL:(512)463-2100 WWW.OAG,.S5TATE, TX.US
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Therefore, the Bond is approved and, pursuant to the provisions of chapter 1371 of the

Government Code, the proceedings are approved.

ral of tlul_é‘State of Texas_

No. 49986
Book No. 2009-D
MA



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 Oak Creek System Revenue Bonds, Series
2009 and certain related documents, (the “Proceedings”)

numbered R-1/R-20, of the denomination of $ various, dated December 1, 2009,
as authorized by issuer, interest various percent, under and by authority of which
said bonds/certificates were registered electronically in the office of the
Comptroller, on the 11th_day of December 2009, under Registration Number
76353.

Given under my hand and seal of office, at Austin, Texas, the 11th day of
December 2009.

b Cymibe

SUSAN COMBS
Comptrolter of Public Accounts
of the State of Texas



OFFICE OF COMPTROLLER
OF THE STATE OF TEXAS

1, Melissa Mora, D Bond Clerk Assistant Bond Clerk in the office of the Comptroller of the State

of Texas, do hereby certify that, acting under the direction and authority of the Comptroller on the
11th day of December 2009, | 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 2009 and certain

related documents, (the “Proceedings”),

numbered B-1/R-20. dated December 1. 2009, and that in signing the certificate of registration |

used the following signature: ; Z W
{

IN WITNESS WHE | have executegthis ceNif] this the 11th day of December 2009.

G

I, Susan Combs, Comptroller of Public Accounts of the State of Texas, certify that the person

¥ l ¥

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 bonds reguired 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 76353.

GIVEN under my hand and seal of office at Austin, Texas, this the 11th day of Dacember

2009.

Susan Combs
Comptroller of Public Accounts
of the State of Texas
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LAW OFFICES

MCCALL, PARKHURST & HORTON L.L.PR.

600 CONGRESS AVENUE 7t7 NORTH HARWOQD 700 N. ST. MARY'S STREET
SUITE 1800 SUITE 200 SUITE 1526
AUSTIN, TEXAS 78701-3248 DALLAS, TEXAS 75201-6587 SAN ANTONIO, TEXAS 78205-3503
TELEFHONE: BI2 478-3B05 TELEPHONE: 214 754-9200 TELEPHONE: 210 225- 2800
FACSIMILE: 512 472-0871 FACSIMILE: 214 754-9250 FACSIMILE: 2I10 235-2984

C2C 22 7008

TRINITY RIVER AUTHORITY OF TEXAS RED OAK CREEK SYSTEM
REVENUE BONDS, SERIES 2009, DATED DECEMBER 1, 2009, IN THE
PRINCIPAL AMOUNT OF $8,280,000

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 bear interest from the
datcs specificd in the text of the Bonds, until maturity or redemption, at the ratcs and payablc on the
dates as stated in the text of the Bonds, and maturing on February 1 in each of the years 2012 through
2031, inclusive, 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 cxcept 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, (1) 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 Issucr and the Cities of Cedar Hill, De Soto,
Glenn Heights, Lancaster, Ovilla, and Red Oak, Texas (the "Imitial Contracting Parties"), and (ii) said
Trinity River Authority of Texas-Red Oak Creek Regional Wastewater System Contract is authonzed
by law, has been duly executed, is valid, and is legally binding upon and enforccable 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 licn on and
pledge of, the aforesaid Pledged Revenucs.



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, that, except as discussed below, under the statutcs,
regulations, published rulings and court decisions existing on the date of this opinion, for federal income
tax purposes, the interest on the Bonds (i) is excludable from the gross income of the owners thereof and
(11) is not includable in an owner's altcrnative minimum taxable income under Section 535 of the Intemal
Revenue Code of 1986. 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 thc Bonds.

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 policics issucd 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 i1s 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 thce Statc 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 rcspect 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 use in conncetion 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 guarantce 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
opmmions. 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 comrnence an audit of the Bonds.
If an audit is commcnced, in accordance with its current published procedures the Service is likely to



treat the Issuer as the taxpaver. 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,

S Gt ol -t Cocop
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LAW OFFICES

MCECALL, PARKHURST & HORTON L.L.F

800 CONGRESS AVENUE 717 NORTH HARWOQD 700 N. ST. MARY'S STREET
SUITE J18C0 SUITE €00 SUITE 1828
AUSTIN, TEXAS 7B70|-324B DALLAS, TEXAS 75201-6587 SAN ANTONIO, TEXAS 78205-3503
TELEPHONE: 512 478-3805 " TELEPHONE: 214 7848200 TELEPHONE: 2|0 225 - 2800
FACSIMILE: 512 472-087I FACSIMILE: 214 754 -9250 FacSIMILE: 210 225-2984

February 8, 2010

CERTIFIED MAIL RRR: 7006 2150 0002 3156 7915

“ 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 2009

Ladies and Gentlemen:
Pursuant to the requirements of Section 149(e) of the Internal Revenue Code of 1986,
enclosed please find an original and a photocopy of Form 8038-G which is hereby submitted to you

for the above-captioned bonds issued December 22, 2009.

Please file the original and return the "Acknowledgment Copy" of Form 8038-G to the
undersigned in the enclosed self-addressed, postage paid envelope.

Sincerely,

McCALL, PARKHURST & HORTONL.L.P.

DT aqon

Harold T. Flanagan

HTF: ved
Enclosures )
cc: Mr. G. Charles Kobdish



Form 8038-G Information Return for Tax-Exempt Governmental Obligations
» Under Internal Revenue Code section 14%(e) OME No. 1545-0720
P See separate Instructions.
Caution: if the Issue price is under $100,000, use Form 8038-GC.

{Rev. November 2000}

Depariment of the Treasury
imarnal Revenue Service

Reporting Authority If Amended Return, check here & []
1 Issuer's name 2 Issuer's employer identification number -
TRINITY RIVER AUTHORITY OF TEXAS 78 6005084
3 Number and street {or P.O. box if mall is not delivered to strest address) Reom/suite! 4 Report number
P.0. BOX 240 3 04
& City. town, or post office, state, and ZIP code 6 Date of issue
ARLINGTON, TEXAS 76004 12/22/09
7 Nams; of issue 8 CUSIP number
RED OAK CREEK SYSTEM REVENUE BONDS, SERIES 2009 896575 DS3
9 Name and title of officer or legal representative whom the IRS may call fer more information |10  Telephene number of officer or legal representative
WARREN N. BREWER, JR., REGIONAL MANAGER, NORTHERN REGION { 817 )493-5100
XM Tvpe of Issue {check applicable box(es) and enter the issue price) See instructions and attach schedule
11 [ Education . . e e e s n
12 [0 Health and hospltal O B ¥+
13 [0 Transportation . . . . . . . . . .o 13
14 [ Public safety. . . . e e e e e 14
15 [ Environment (including sewage bonds) o 1)
% [dHousing . . . . . . . . . . . . . . . . . . . . ... ... .|s
17 Utilities . . e e e e e 0 Ba129.602
18 [ Other. Describe > : 18
19 If obligations are TANs or RANSs, check bax » []  If obligations are BANs, check box  » []
20 If obligations are in the form of a lease or instalment sale, checkbox . . . . . . » [
Description of Obligations. Complete for the entire issue for which this form is being filed.
(a) Final maturity date (b} Issue price ) %ﬁé‘;ﬂa;egz&eg;" ;Sér:‘éﬂg;ﬁﬁmy {8) Yield
21 2/01/2031 $ 8,129,602 $ 8,280,000 15.682 years 3.8671 %
ﬁ Uses of Proceeds of Bond Issue (including underwriters’ discount)
22 Proceeds used for accrued interest . . . . e e L 22 —0-
23 Issue price of entire issue {enter amount from Ilne 2‘I Column (b)} e ... L2231 8,129.602
24  Proceeds used for bond issuance costs {including undenwriters’ discounty . | 24 195,454
25 Proceeds used for credit enhancement . . . . . . |28 =0-
26 Proceeds allocated to reasonably required reserve or replacement fnd . .| 261 812,960
27 Proceeds used to currently refund prior issues . . . . . . . . .| 27T -0-
28 Proceeds used to advance refund prior issues . . . . . . . . .28 -0-
29 Total (add lines 24 through 28). . . . 129 1,008,414
30 Nonrefunding proceeds of the issue (subtract line 29 from line 23 and enter amount here) . . (30| 7,121,188
Description of Refunded Bonds (Complete this part only for refunding bonds.) N/A
31 Enter the remaining weighted average maturity of the bonds to be currently refunded . . . P years
32  Enter the remaining weighted average maturity of the bonds to be advance refunded . . . ¥ years
33  Enter the last date on which the refunded bonds wil becalled . . . . ., ., . . . . .P»
34  Enter the date(s} the refunded bonds were issued W
Miscellaneous
35 Enter the amount of the state volume cap dllocated to the issue under section 141(b)(5] . . . 35 ={)—-
36a Enter the amount of gross proceeds invested or to be invested in a guaranteed investment contract (see instructions) 36a ~0-
b Enter the final maturity date of the guaranteed investment contract » /,1
37  Pooled financings: a Proceeds of this issue that are to be used to make loans to other governmental units 1372 =0-

b If this issue is a loan made from the proceeds of another tax-exempt issue, check box » [J and ent%* the name of the

issuer and the date of the issue

38 If the issuer has designated the issue under section 265(b)(3)(B)()(Ill) (small issuer exception), check box . . . W |

39 If the issuer has elected to pay a penalty in lieu of arbitrage rebate, checkbox . . . . . . . . . . . . »Q

40 If the issuer has identified a hedgegheck,box . . . . . . . . T
Under penaltie: jury, | decldrefthat have examined this return and accompanying schedules and statements, and to the best of my knowledge
and belief, th ue, corregd, mplete.

Sign

Here s — 12/22/09 | paNNY F. VANCE, GENERAL MANAGER
’ Signature of issug’ s authorized)'epresemative Date } Type or print name and title

For Paperwork Reduction W see page 2 of the Instructions. Cat. No. 637738 Form B0O3B-G (Rev. 11-2000)

®
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