This Preliminary Limited Offering Memorandum and the information contained herein are subject to completion and amendment without notice. Under no circumstances shall this Preliminary Limited Offering Memorandum constitute an offer to
sell or the solicitation of an offer to buy nor shall there be any sale of these securities in any jurisdiction in which such offer, solicitation, or sale would be unlawful prior to registration or qualification under the securities laws of such jurisdiction.
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NEW ISSUE NOT RATED

THE BONDS ARE INITIALLY OFFERED ONLY TO “ACCREDITED INVESTORS” (AS DEFINED IN RULE 501 OF
REGULATION D PROMULGATED UNDER THE SECURITIES ACT OF 1933) AND “QUALIFIED INSTITUTIONAL BUYERS”
(AS DEFINED IN RULE 144A UNDER THE SECURITIES ACT OF 1933). SEE “LIMITATIONS APPLICABLE TO INITIAL
PURCHASERS.”

In the opinion of Bond Counsel to the City, interest on the Bonds will be excludable from gross income for federal income tax purposes
under statutes, requlations, published rulings and court decisions on the date thereof, subject to the matters described under “TAX
MATTERS” herein, including the alternative minimum tax on certain corporations.
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The City of Huntsville, Texas, Special Assessment Revenue Bonds, Series 2024 (The Reserves of Huntsville Public Improvement District)
(the “Bonds”), are being issued by the City of Huntsville, Texas (the “City”). The Bonds will be issued in fully registered form, without
coupons, in authorized denominations of $100,000 of principal amount and any integral multiple of $1,000 in excess thereof. The Bonds will
bear interest at the rates set forth on the insider cover hereof, calculated on the basis of a 360-day year of twelve 30-day months, payable on
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to the beneficial owners thereof. For so long as the book-entry-only system is maintained, the principal of and interest on the Bonds will be
paid from the sources described herein by BOKF, NA, Dallas, Texas, as trustee (the “Trustee”), to DTC as the registered owner thereof. See
“BOOK-ENTRY-ONLY SYSTEM.”

The Bonds are being issued by the City pursuant to the Public Improvement District Assessment Act, Subchapter A of Chapter 372,
Texas Local Government Code, as amended (the “PID Act”), an ordinance expected to be adopted by the City Council of the City (the “City
Council”) on October 15, 2024, and an Indenture of Trust, dated as of October 15, 2024 (the “Indenture”), expected to be entered into by and
between the City and the Trustee. Capitalized terms not otherwise defined herein shall have the meanings assigned to them in
the Indenture.

Proceeds of the Bonds will be used for the purposes of paying a portion of (i) the Actual Costs of the Authorized Improvements, (ii)
District Formation Expenses, and (iii) Bond Issuance Costs, including capitalized interest and funding a reserve fund for the payment of
principal of and interest on the Bonds. See “THE AUTHORIZED IMPROVEMENTS” and “APPENDIX B - Form of Indenture.”

The Bonds, when issued and delivered, will constitute valid and binding special, limited obligations of the City payable solely from and
secured by a first and prior lien on the Trust Estate, consisting primarily of the Assessments to be levied against assessable properties in
The Reserves of Huntsville Public Improvement District (the “District”) in accordance with a Service and Assessment Plan, and other assets
comprising the Trust Estate, all to the extent and upon the conditions described in the Indenture. The Bonds are not payable from funds
raised or to be raised from taxation. See “SECURITY FOR THE BONDS.” The Bonds are subject to redemption at the times, in the amounts,
and at the redemption price more fully described herein under the subcaption “DESCRIPTION OF THE BONDS — Redemption Provisions.”

The Bonds involve a significant degree of risk and are not suitable for all investors. See “BONDHOLDERS’ RISKS” and
“SUITABILITY FOR INVESTMENT.” Prospective purchasers should carefully evaluate the risks and merits of an investment
in the Bonds, should consult with their legal and financial advisors before considering a purchase of the Bonds, and should be
willing to bear the risks of loss of their investment in the Bonds. The Bonds are not credit enhanced or rated and no application
has been made for a rating on the Bonds.

THE BONDS ARE SPECIAL, LIMITED OBLIGATIONS OF THE CITY PAYABLE SOLELY FROM A FIRST AND PRIOR LIEN ON
THE PLEDGED REVENUES AND OTHER FUNDS COMPRISING THE TRUST ESTATE, AS AND TO THE EXTENT PROVIDED IN THE
INDENTURE. THE BONDS DO NOT GIVE RISE TO A CHARGE AGAINST THE GENERAL CREDIT OR TAXING POWER OF THE CITY
AND ARE PAYABLE SOLELY FROM THE SOURCES IDENTIFIED IN THE INDENTURE. THE OWNERS OF THE BONDS SHALL NEVER
HAVE THE RIGHT TO DEMAND PAYMENT THEREOF OUT OF MONEY RAISED OR TO BE RAISED BY TAXATION, OR OUT OF ANY
ASSETS OF THE CITY OTHER THAN THE TRUST ESTATE, AS AND TO THE EXTENT PROVIDED IN THE INDENTURE. NO OWNER
OF THE BONDS SHALL HAVE THE RIGHT TO DEMAND ANY EXERCISE OF THE CITY’S TAXING POWER TO PAY THE PRINCIPAL OF
THE BONDS OR THE INTEREST OR REDEMPTION PREMIUM, IF ANY, THEREON. THE CITY SHALL HAVE NO LEGAL OR MORAL
OBLIGATION TO PAY THE BONDS OUT OF ANY ASSETS OF THE CITY OTHER THAN THE PLEDGED REVENUES AND OTHER
ASSETS COMPRISING THE TRUST ESTATE. SEE “SECURITY FOR THE BONDS.”

This cover page contains certain information for quick reference only. It is not a summary of the Bonds. Investors must read this entire
Limited Offering Memorandum to obtain information essential to the making of an informed investment decision.

The Bonds are offered for delivery when, as, and if issued by the City and accepted by FMSbonds, Inc. (the “Underwriter”), subject to,
among other things, the approval of the Bonds by the Attorney General of Texas and the receipt of the opinion of McCall, Parkhurst & Horton
L.LP., (“Bond Counsel”), as to the validity of the Bonds and the excludability of interest thereon from gross income for federal income tax
purposes. See “APPENDIX D — Form of Opinion of Bond Counsel.” Certain legal matters will be passed upon for the City by its counsel, Liles
Parker PLLC, for the Underwriter by its counsel, Jackson Walker L.L.P., and for the Developer by its counsel, Coats Rose, P.C. It is expected
that the Bonds will be delivered in book-entry form through the facilities of DTC on or about October 31, 2024 (the “Delivery Date”).

frmsbonds, Inc.

I Municipal Bond Specialists
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CUSIP numbers are included solely for the convenience of Owners of the Bonds. CUSIP is a registered trademark of the American
Bankers Association. CUSIP data herein is provided by CUSIP Global Services, managed by FactSet Research Systems Inc. on behalf
of the American Bankers Association. This data is not intended to create a database and does not serve in any way as a substitute for
the CUSIP Services. CUSIP numbers are provided for convenience of reference only. None of the City, the City’s Financial Advisor,
or the Underwriter take any responsibility for the accuracy of such numbers.

The Bonds maturing on or after September 15, 20, are subject to redemption, in whole or in part, prior to stated maturity, at the option
of'the City, on any date on or after September 15,20, at the redemption price set forth herein under “DESCRIPTION OF THE BONDS
— Redemption Provisions.”

The Bonds are also subject to mandatory sinking fund redemption and extraordinary optional redemption as set forth herein under
“DESCRIPTION OF THE BONDS — Redemption Provisions.”
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CITY MANAGER FINANCE DIRECTOR CITY SECRETARY

Aron Kulhavy Steve Ritter Kristy Doll
FINANCIAL ADVISOR

Hilltop Securities Inc.

BOND COUNSEL
McCall, Parkhurst & Horton L.L.P.

UNDERWRITER’S COUNSEL
Jackson Walker L.L.P.

For additional information regarding the City, please contact:

Steve Ritter Marti Shew
Director of Finance Hilltop Securities Inc., Managing Director
City of Huntsville, Texas 717 N. Harwood St.
1212 Avenue M Suite 3400
Huntsville, TX 77340 Dallas, TX 75201

(936) 291-5400 (214) 953-4000
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REGIONAL LOCATION MAP OF THE DISTRICT
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MAP SHOWING CONCEPT PLAN FOR THE DISTRICT
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USE OF LIMITED OFFERING MEMORANDUM

FOR PURPOSES OF COMPLIANCE WITH RULE 15C2-12 OF THE UNITED STATES SECURITIES AND EXCHANGE
COMMISSION AS AMENDED AND IN EFFECT ON THE DATE OF THIS PRELIMINARY LIMITED OFFERING
MEMORANDUM (“RULE 15C2-12"), THIS DOCUMENT CONSTITUTES AN “OFFICIAL STATEMENT” OF THE CITY
WITH RESPECT TO THE BONDS THAT HAS BEEN “DEEMED FINAL” BY THE CITY AS OF ITS DATE EXCEPT FOR
THE OMISSION OF NO MORE THAN THE INFORMATION PERMITTED BY RULE 15C2-12.

NO DEALER, BROKER, SALESPERSON OR OTHER PERSON HAS BEEN AUTHORIZED BY THE CITY OR
THE UNDERWRITER TO GIVE ANY INFORMATION OR MAKE ANY REPRESENTATIONS, OTHER THAN
THOSE CONTAINED IN THIS LIMITED OFFERING MEMORANDUM, AND IF GIVEN OR MADE, SUCH
OTHER INFORMATION OR REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN
AUTHORIZED BY EITHER OF THE FOREGOING. THIS LIMITED OFFERING MEMORANDUM DOES NOT
CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY AND THERE SHALL
BE NO OFFER, SOLICITATION OR SALE OF THE BONDS BY ANY PERSON IN ANY JURISDICTION IN
WHICH IT IS UNLAWFUL FOR SUCH PERSON TO MAKE SUCH OFFER, SOLICITATION OR SALE.

THE INITIAL PURCHASERS ARE ADVISED THAT THE BONDS BEING OFFERED PURSUANT TO THIS
LIMITED OFFERING MEMORANDUM ARE BEING OFFERED AND SOLD ONLY TO “ACCREDITED
INVESTORS” AS DEFINED IN RULE 501 OF REGULATION D PROMULGATED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED (THE “SECURITIES ACT OF 1933”) AND “QUALIFIED INSTITUTIONAL
BUYERS” AS DEFINED IN RULE 144A PROMULGATED UNDER THE SECURITIES ACT OF 1933. SEE
“LIMITATIONS APPLICABLE TO INITIAL PURCHASERS.” EACH PROSPECTIVE INITIAL PURCHASER IS
RESPONSIBLE FOR ASSESSING THE MERITS AND RISKS OF AN INVESTMENT IN THE BONDS, MUST
BE ABLE TO BEAR THE ECONOMIC AND FINANCIAL RISK OF SUCH INVESTMENT IN THE BONDS,
AND MUST BE ABLE TO AFFORD A COMPLETE LOSS OF SUCH INVESTMENT. CERTAIN RISKS
ASSOCIATED WITH THE PURCHASE OF THE BONDS ARE SET FORTH UNDER “BONDHOLDERS’
RISKS” HEREIN. EACH INITIAL PURCHASER, BY ACCEPTING THE BONDS, AGREES THAT IT WILL BE
DEEMED TO HAVE MADE THE ACKNOWLEDGMENTS AND REPRESENTATIONS DESCRIBED UNDER
THE HEADING “LIMITATIONS APPLICABLE TO INITIAL PURCHASERS.”

THE UNDERWRITER HAS REVIEWED THE INFORMATION IN THIS LIMITED OFFERING
MEMORANDUM IN ACCORDANCE WITH, AND AS PART OF, ITS RESPONSIBILITIES TO INVESTORS
UNDER THE UNITED STATES FEDERAL SECURITIES LAWS AS APPLIED TO THE FACTS AND
CIRCUMSTANCES OF THIS TRANSACTION. THE INFORMATION SET FORTH HEREIN HAS BEEN
FURNISHED BY THE CITY AND OBTAINED FROM SOURCES, INCLUDING THE DEVELOPER, WHICH
ARE BELIEVED BY THE CITY AND THE UNDERWRITER TO BE RELIABLE, BUT IT IS NOT
GUARANTEED AS TO ACCURACY OR COMPLETENESS, AND IS NOT TO BE CONSTRUED AS A
REPRESENTATION OF THE UNDERWRITER. THE INFORMATION AND EXPRESSIONS OF OPINION
HEREIN ARE SUBJECT TO CHANGE WITHOUT NOTICE, AND NEITHER THE DELIVERY OF THIS
LIMITED OFFERING MEMORANDUM, NOR ANY SALE MADE HEREUNDER, SHALL, UNDER ANY
CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE IN THE AFFAIRS
OF THE CITY OR THE DEVELOPER SINCE THE DATE HEREOF.

NONE OF THE CITY, THE UNDERWRITER OR THE DEVELOPER MAKE ANY REPRESENTATION AS TO
THE ACCURACY, COMPLETENESS, OR ADEQUACY OF THE INFORMATION SUPPLIED BY THE
DEPOSITORY TRUST COMPANY FOR USE IN THIS LIMITED OFFERING MEMORANDUM.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, NOR HAS THE
INDENTURE BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, IN RELIANCE UPON
EXEMPTIONS CONTAINED IN SUCH LAWS. THE REGISTRATION OR QUALIFICATION OF THE BONDS
UNDER THE SECURITIES LAWS OF ANY JURISDICTION IN WHICH THEY MAY HAVE BEEN
REGISTERED OR QUALIFIED, IF ANY, SHALL NOT BE REGARDED AS A RECOMMENDATION
THEREOF. NONE OF SUCH JURISDICTIONS, OR ANY OF THEIR AGENCIES, HAVE PASSED UPON THE
MERITS OF THE BONDS OR THE ACCURACY OR COMPLETENESS OF THIS LIMITED OFFERING
MEMORANDUM.

CERTAIN STATEMENTS INCLUDED OR INCORPORATED BY REFERENCE IN THIS LIMITED OFFERING
MEMORANDUM CONSTITUTE “FORWARD-LOOKING STATEMENTS” WITHIN THE MEANING OF THE
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UNITED STATES PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995, SECTION 21E OF THE
UNITED STATES EXCHANGE ACT OF 1934, AS AMENDED, AND SECTION 27A OF THE SECURITIES ACT
OF 1933. SUCH STATEMENTS ARE GENERALLY IDENTIFIABLE BY THE TERMINOLOGY USED, SUCH
AS “PLAN,” “EXPECT,” “ESTIMATE,” “PROJECT,” “ANTICIPATE,” “BUDGET” OR OTHER SIMILAR
WORDS. THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN
SUCH FORWARD-LOOKING STATEMENTS INVOLVE KNOWN AND UNKNOWN RISKS,
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, PERFORMANCE OR
ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY FUTURE RESULTS,
PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH FORWARD-LOOKING
STATEMENTS. THE CITY DOES NOT PLAN TO ISSUE ANY UPDATES OR REVISIONS TO THOSE
FORWARD-LOOKING STATEMENTS IF OR WHEN ANY OF ITS EXPECTATIONS OR EVENTS,
CONDITIONS OR CIRCUMSTANCES ON WHICH SUCH STATEMENTS ARE BASED OCCUR, OTHER
THAN AS DESCRIBED UNDER “CONTINUING DISCLOSURE” HEREIN.

THE TRUSTEE HAS NOT PARTICIPATED IN THE PREPARATION OF THIS LIMITED OFFERING
MEMORANDUM AND ASSUMES NO RESPONSIBILITY FOR THE ACCURACY OR COMPLETENESS OF
ANY INFORMATION CONTAINED IN THIS LIMITED OFFERING MEMORANDUM OR THE RELATED
TRANSACTIONS AND DOCUMENTS OR FOR ANY FAILURE BY ANY PARTY TO DISCLOSE EVENTS
THAT MAY HAVE OCCURRED AND MAY AFFECT THE SIGNIFICANCE OR ACCURACY OF SUCH
INFORMATION.

NEITHER THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE
SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF THE BONDS OR PASSED UPON THE
ADEQUACY OR ACCURACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.

REFERENCES TO WEBSITE ADDRESSES PRESENTED HEREIN ARE FOR INFORMATIONAL PURPOSES
ONLY AND MAY BE IN THE FORM OF A HYPERLINK SOLELY FOR THE READER’S CONVENIENCE.
UNLESS SPECIFIED OTHERWISE, SUCH WEBSITES AND THE INFORMATION OR LINKS CONTAINED
THEREIN ARE NOT INCORPORATED INTO, AND ARE NOT PART OF, THIS LIMITED OFFERING
MEMORANDUM FOR PURPOSES OF, AND AS THAT TERM IS DEFINED IN, RULE 15C2-12.

THE REMAINDER OF THIS PAGE IS LEFT BLANK INTENTIONALLY.
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PRELIMINARY LIMITED OFFERING MEMORANDUM

$6,500,000"
CITY OF HUNTSVILLE, TEXAS,
(a municipal corporation of the State of Texas located in Walker County)
SPECIAL ASSESSMENT REVENUE BONDS, SERIES 2024
(THE RESERVES OF HUNTSVILLE PUBLIC IMPROVEMENT DISTRICT)

INTRODUCTION

The purpose of this Limited Offering Memorandum, including the cover page and appendices hereto, is to
provide certain information in connection with the issuance and sale by the City of Huntsville, Texas (the “City”), of
its $6,500,000" aggregate principal amount of Special Assessment Revenue Bonds, Series 2024 (The Reserves of
Huntsville Public Improvement District) (the “Bonds™).

INITIAL PURCHASERS ARE ADVISED THAT THE BONDS BEING OFFERED PURSUANT TO THIS
LIMITED OFFERING MEMORANDUM ARE BEING OFFERED INITIALLY TO AND ARE BEING SOLD
ONLY TO “ACCREDITED INVESTORS” AS DEFINED IN RULE 501 OF REGULATION D PROMULGATED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT OF 1933”) AND
“QUALIFIED INSTITUTIONAL BUYERS” AS DEFINED IN RULE 144A PROMULGATED UNDER THE
SECURITIES ACT OF 1933. PROSPECTIVE INVESTORS SHOULD BE AWARE OF CERTAIN RISK
FACTORS, ANY OF WHICH, IF MATERIALIZED TO A SUFFICIENT DEGREE, COULD DELAY OR
PREVENT PAYMENT OF PRINCIPAL OF, PREMIUM, IF ANY, AND/OR INTEREST ON THE BONDS. THE
BONDS ARE NOT A SUITABLE INVESTMENT FOR ALL INVESTORS. SEE “LIMITATIONS APPLICABLE
TO INITIAL PURCHASERS,” “BONDHOLDERS’ RISKS,” AND “SUITABILITY FOR INVESTMENT.”

The Bonds are being issued by the City pursuant to the Public Improvement District Assessment Act,
Subchapter A of Chapter 372, Texas Local Government Code, as amended (the “PID Act”), an ordinance authorizing
the issuance of the Bonds expected to be adopted by the City Council of the City (the “City Council”’) on October 15,
2024 (the “Bond Ordinance”), and an Indenture of Trust, dated as of October 15, 2024 (the “Indenture”) expected to
be entered into by and between the City and BOKF, NA, Dallas, Texas, as trustee (the “Trustee”). Reference is made
to the Indenture for a full statement of the authority for, and the terms and provisions of, the Bonds. All capitalized
terms used in this Limited Offering Memorandum, that are not otherwise defined herein shall have the meanings
set forth in the Indenture. See “APPENDIX B — Form of Indenture.”

The Bonds will be secured by a first and prior lien on and pledge of the Trust Estate, consisting primarily of
assessments (the “Assessments”) to be levied against assessable property (the “Assessed Property”) located within the
District pursuant to a separate ordinance expected to be adopted by the City Council on October 15, 2024 (the
“Assessment Ordinance”), all to the extent and upon the conditions described in the Indenture. See “SECURITY FOR
THE BONDS” and “ASSESSMENT PROCEDURES.” The Reserves of Huntsville Public Improvement District is
defined herein as the “District.”

Set forth herein are brief descriptions of the City, the District, the Administrator, the Bond Ordinance, the
Assessment Ordinance, the Service and Assessment Plan, the Development Agreement (defined herein), the
Reimbursement Agreement (defined herein), and PHD — Huntsville 34, L.P. (the “Developer”), together with
summaries of terms of the Bonds and the Indenture and certain provisions of the PID Act. All references herein to
such documents and the PID Act are qualified in their entirety by reference to such documents or such PID Act and
all references to the Bonds are qualified by reference to the definitive forms thereof and the information with respect
thereto contained in the Indenture. Copies of these documents may be obtained during the period of the offering of
the Bonds from the Underwriter, FMSbonds, Inc., 5 Cowboys Way, Suite 300-25, Frisco, Texas 75034, Phone: (214)
302-2246. The form of Indenture appears in “APPENDIX B — Form of Indenture” and the Service and Assessment
Plan appears as “APPENDIX C — Service and Assessment Plan.” The information provided under this caption
“INTRODUCTION” is intended to provide a brief overview of the information provided in the other captions herein

* Preliminary; subject to change.



and is not intended, and should not be considered, fully representative or complete as to the subjects discussed in this
Limited Offering Memorandum.

PLAN OF FINANCE
Overview

Following receipt of a petition from the Developer in accordance with the PID Act, the City created the
District on August 16, 2022. The District is composed of approximately 33.22 acres within the corporate boundaries
of the City. It is located west of Interstate Highway 45 and immediately north of State Highway 30 at 3400 SH 30
West. Maps of the District and the surrounding region are included on pages iv — vii.

Development Plan

The Developer purchased the property within the District in February 2022 and is developing such property
as a single-family community to include approximately 140 50 single-family detached residential lots, an outdoor
pavilion, a playground and a community green space and pond (collectively, the “Development”), with substantial
completion of all single-family lot development expected to occur by October 31, 2024. See the concept plan for the
District on page vii. See “THE DEVELOPMENT.”

The Developer began construction of the Authorized Improvements (as defined herein) on April 11, 2024.
There is only one phase of construction and development, and the Authorized Improvements are anticipated to be
accepted by the City at such time as construction and development is substantially complete. See “THE
DEVELOPMENT” and “APPENDIX C — Service and Assessment Plan.”

The Developer expects that the actual costs to complete the Authorized Improvements will be $6,495,313. A
portion of the proceeds of the Bonds will be used to reimburse the Developer for the actual costs of the construction
and development of the public improvements that benefit only the Assessed Property in the District (the “Authorized
Improvements”).

As of August 13, 2024, the Developer has spent approximately $5,229,763.52 on constructing the Authorized
Improvements from cash on hand and bank loans and expects to spend the balance prior to delivery of the Bonds. A
portion of such costs in the approximate amount of $5,195,388 will be reimbursed from proceeds of the Bonds. The
balance of the costs of the Authorized Improvements, in the approximate amount of $1,299,925, have been or will be
financed by the Developer and will not be reimbursed by the City. See “SOURCES AND USES OF FUNDS,” “THE
AUTHORIZED IMPROVEMENTS” and “APPENDIX C — Service and Assessment Plan.”

Developer and Homebuilders

The Developer has entered into lot purchase agreements with two merchant homebuilders, K Hovnanian
Homes and CastleRock Homes (collectively, the “Homebuilders”) for all lots within the District. The Developer
anticipates that the Authorized Improvements will be substantially complete by October 31, 2024, with the first lot
takedown targeted for October 31, 2024. The Homebuilders have collectively deposited $1,338,746 in earnest money,
of which $669,373 was provided by K Hovnanian Homes and $669,373 was provided by CastleRock Homes. See
“THE DEVELOPMENT - Developer and Homebuilders” and “— Expected Build-Out and Home Prices in the
Development.”

The Bonds

Proceeds of the Bonds will be used for the purposes of paying a portion of (i) the Actual Costs of the
Authorized Improvements, (ii) District Formation Expenses, and (iii) Bond Issuance Costs, including capitalized
interest and funding a reserve fund for the payment of principal of and interest on the Bonds. See “SOURCES AND
USES OF FUNDS,” “THE AUTHORIZED IMPROVEMENTS” and “APPENDIX B — Form of Indenture.”



Payment of the Bonds is secured by a pledge of and a lien upon the Trust Estate, consisting primarily of
Pledged Revenues derived from Assessments levied against the Assessed Property within the District, all to the extent
and upon the conditions described in the Indenture. See “SECURITY FOR THE BONDS,” “ASSESSMENT
PROCEDURES,” and “APPENDIX B — Form of Indenture.”

The Bonds and any Refunding Bonds shall never constitute an indebtedness or general obligation of
the City, the State of Texas (the “State”), or any other political subdivision of the State, within the meaning of
any constitutional provision or statutory limitation whatsoever, but the Bonds are limited and special
obligations of the City payable solely from the Trust Estate as provided in the Indenture. Neither the full faith
and credit nor the taxing power of the City, the State, or any other political subdivision of the State is pledged
to the payment of the Bonds. No Refunding Bonds are offered pursuant to this Limited Offering Memorandum.

LIMITATIONS APPLICABLE TO INITIAL PURCHASERS

Each initial purchaser (each, an “Investor”) is advised that the Bonds being offered pursuant to this Limited
Offering Memorandum are being offered and sold only to “accredited investors” as defined in Rule 501 of Regulation
D promulgated under the Securities Act of 1933 and “qualified institutional buyers” as defined in Rule 144A
promulgated under the Securities Act of 1933. Each initial purchaser of the Bonds will be deemed to have
acknowledged, represented, and warranted to the City as follows:

1. The Investor has authority and is duly authorized to purchase the Bonds and to execute any instruments
and documents required to be executed by the Investor in connection with the purchase of the Bonds.

2. The Investor is an “accredited investor” under Rule 501 of Regulation D of the Securities Act of 1933
or a “qualified institutional buyer” under Rule 144A of the Securities Act of 1933, and therefore, has sufficient
knowledge and experience in financial and business matters, including purchase and ownership of municipal and other
tax-exempt obligations, to be able to evaluate the risks and merits of the investment represented by the Bonds.

3.  The Bonds are being acquired by the Investor for investment and not with a view to, or for resale in
connection with, any distribution of the Bonds, and the Investor intends to hold the Bonds solely for its own account
for investment purposes and for an indefinite period of time and does not intend at this time to dispose of all or any
part of the Bonds. However, the Investor may sell the Bonds at any time the Investor deems appropriate. The Investor
understands that it may need to bear the risks of this investment for an indefinite time, since any sale prior to maturity
may not be possible.

4.  The Investor understands that the Bonds are not registered under the Securities Act of 1933 and that
such registration is not legally required as of the date hereof; and further understands that the Bonds (a) are not being
registered or otherwise qualified for sale under the “Blue Sky” laws and regulations of any state, (b) will not be listed
in any stock or other securities exchange, and (c) will not carry a rating from any rating service.

5. The Investor acknowledges that it has either been supplied with or been given access to information,
including financial statements and other financial information, and the Investor has had the opportunity to ask
questions and receive answers from knowledgeable individuals concerning the City, the Authorized Improvements,
the Bonds, the security therefor, and such other information as the Investor has deemed necessary or desirable in
connection with its decision to purchase the Bonds (collectively, the “Investor Information™). The Investor has
received a copy of this Limited Offering Memorandum relating to the Bonds. The Investor acknowledges that it has
assumed responsibility for its review of the Investor Information, and it has not relied upon any advice, counsel,
representation or information from the City in connection with the Investor’s purchase of the Bonds. The Investor
agrees that none of the City, its councilmembers, officers, or employees shall have any liability to the Investor
whatsoever for or in connection with the Investor’s decision to purchase the Bonds except for gross negligence, fraud
or willful misconduct. For the avoidance of doubt, it is acknowledged that the Underwriter is not deemed an officer
or employee of the City.

6. The Investor acknowledges that the obligations of the City under the Indenture are special, limited
obligations payable solely from amounts paid by the City pursuant to the terms of the Indenture and the City shall not



be directly or indirectly or contingently or morally obligated to use any other moneys or assets of the City for amounts
due under the Indenture. The Investor understands that the Bonds are not secured by any pledge of any moneys
received or to be received from taxation by the City, the State or any political subdivision or taxing district thereof;
that the Bonds will never represent or constitute a general obligation or a pledge of the faith and credit of the City, the
State or any political subdivision thereof; that no right will exist to have taxes levied by the State or any political
subdivision thereof for the payment of principal and interest on the Bonds; and that the liability of the City and the
State with respect to the Bonds is subject to further limitations as set forth in the Bonds and the Indenture.

7. The Investor has made its own inquiry and analysis with respect to the Bonds and the security therefor.
The Investor is aware that the development of the District involves certain economic and regulatory variables and
risks that could adversely affect the security for the Bonds.

8.  The Investor acknowledges that the sale of the Bonds to the Investor is made in reliance upon the
certifications, representations and warranties described in items 1-7 above.

DESCRIPTION OF THE BONDS
General Description

The Bonds will mature on the dates and in the amounts set forth on the inside cover page of this Limited
Offering Memorandum. Interest on the Bonds will accrue from their date of delivery to the Underwriter and will be
computed on the basis of a 360-day year of twelve 30-day months. Interest on the Bonds will be payable on each
March 15 and September 15, commencing March 15, 2025 (each an “Interest Payment Date’), until maturity or prior
redemption. BOKF, NA, Dallas, Texas is the initial Trustee, Paying Agent, and Registrar for the Bonds.

The Bonds will be issued in fully registered form, without coupons, in authorized denominations of $100,000
of principal and any integral multiple of $1,000 in excess thereof (“Authorized Denominations”). The City prohibits
any Bond to be issued in a denomination of less than $100,000 and further prohibits the assignment of a CUSIP
number to any Bond with a denomination of less than $100,000, and any attempt to accomplish either of the foregoing
will be void and of no effect except as it may relate to a partial redemption as further described in the Indenture. Upon
initial issuance, the ownership of the Bonds will be registered in the name of Cede & Co., as nominee for The
Depository Trust Company, New York, New York (“DTC”), and purchases of beneficial interests in the Bonds will
be made in book-entry-only form. See “BOOK-ENTRY-ONLY SYSTEM” and “SUITABILITY FOR
INVESTMENT.”

Redemption Provisions

Optional Redemption. The Bonds maturing on or after September 15, 20, may be redeemed prior to their
scheduled maturities on any date on or after September 15, 20 , at the option of the City, with funds derived from
any available and lawful source, as a whole, or in part, and, if in part, the particular Bonds, or portions thereof, to be
redeemed shall be selected and designated by the City, at a redemption price equal to the principal amount to be
redeemed plus accrued interest to the date fixed for redemption.

Extraordinary Optional Redemption. The City reserves the right and option to redeem Bonds before their
respective scheduled maturity dates, in whole or in part, on any date, at a redemption price equal to the principal
amount of the Bonds called for redemption, plus accrued and unpaid interest to the date fixed for redemption, from
amounts on deposit in the Redemption Fund as a result of Prepayments (including related transfers to the Redemption
Fund as provided in the Indenture) or any other transfers to the Redemption Fund under the terms of the Indenture.
See “ASSESSMENT PROCEDURES — Prepayment of Assessments” for the definition and description of
Prepayments. See also “APPENDIX B — Form of Indenture.”

Mandatory Sinking Fund Redemption. The Bonds maturing on September 15 in the years and
(collectively, “Term Bonds”), are subject to mandatory sinking fund redemption prior to their respective
maturities and will be redeemed by the City in part at the redemption price equal to the principal amount of the Term
Bonds called for redemption, plus accrued and unpaid interest to the date fixed for redemption from moneys available




for such purpose in the Principal and Interest Account of the Bond Fund pursuant to the Indenture, on the dates and
in the respective sinking fund installments as set forth in the following schedule:

$ Term Bonds Maturing [ ]

Redemption Date Principal Amount

T Final maturity.

At least thirty (30) days prior to each sinking fund redemption date, the Trustee shall select, in accordance
with the Indenture, a principal amount of Term Bonds of such maturity equal to the Sinking Fund Installment amount
of such Term Bonds to be redeemed, shall call such Term Bonds for redemption on such scheduled mandatory
redemption date, and shall give notice of such redemption, as provided in the Indenture.

The principal amount of Term Bonds required to be redeemed on any redemption date pursuant to the
Indenture shall be reduced, at the option of the City, by the principal amount of any Term Bonds of such maturity
which, at least 30 days prior to the sinking fund redemption date shall have been acquired by the City at a price not
exceeding the principal amount of such Term Bonds plus accrued unpaid interest to the date of purchase thereof, and
delivered to the Trustee for cancellation.

The principal amount of Term Bonds required to be redeemed on any redemption date pursuant to the
Indenture shall be reduced on a pro rata basis among Sinking Fund Installments by the principal amount of any Term
Bonds which, at least 30 days prior to the sinking fund redemption date, shall have been redeemed pursuant to the
optional redemption provisions or the extraordinary optional redemption provisions in the Indenture and not
previously credited to a mandatory sinking fund redemption.

Partial Redemption. If less than all of the Bonds are to be redeemed pursuant to the Indenture, Bonds shall
be redeemed in increments of $1,000 by lot, provided that no redemption shall cause the principal amount of any Bond
to be less than the minimum Authorized Denomination for such Bond except as provided in the following sentence.
Notwithstanding the foregoing, if any Bonds are to be partially redeemed and such redemption results in the
redemption of a portion of a single Bond in an amount less than the Authorized Denomination in effect at the time, a
Bond in the principal amount equal to the unredeemed portion, but not less than $1,000, may be issued. Each Bond
shall be treated as representing the number of Bonds that is obtained by dividing the principal amount of such Bond
by the minimum Authorized Denomination for such Bond.

Upon surrender of any Bond for redemption in part, the Trustee in accordance with the Indenture, shall
authenticate and deliver an exchange Bond or Bonds in an aggregate principal amount equal to the unredeemed portion
of the Bond so surrendered, such exchange being without charge.

Notice of Redemption. Upon notification by the City to the Trustee of the exercise of any redemption, the
Trustee shall give notice of any redemption of Bonds by sending notice by first class United States mail, postage
prepaid, not less than 30 days before the date fixed for redemption, to the Owner of each Bond or portion thereof to
be redeemed, at the address shown in the Register.

The notice shall state the redemption date, the Redemption Price, the place at which the Bonds are to be
surrendered for payment, and, if less than all the Bonds Outstanding are to be redeemed, and subject to the Indenture,
an identification of the Bonds or portions thereof to be redeemed, any conditions to such redemption and that on the
redemption date, if all conditions, if any, to such redemption have been satisfied, such Bond shall become due and
payable.

Any notice given as provided in the Indenture shall be conclusively presumed to have been duly given,
whether or not the Owner receives such notice.

The City has the right to rescind any optional redemption or extraordinary optional redemption described in
the Indenture by written notice to the Trustee on or prior to the date fixed for redemption. Any notice of redemption
shall be cancelled and annulled if for any reason funds are not available on the date fixed for redemption for the



payment in full of the Bonds then called for redemption, and such cancellation shall not constitute an Event of Default
under the Indenture. The Trustee shall mail notice of rescission of redemption in the same manner notice of redemption
was originally provided.

Effect of Redemption. Notice of redemption having been given as provided in the Indenture, the Bonds or
portions thereof called for redemption shall become due and payable on the date fixed for redemption provided that
funds for the payment of the principal amount plus accrued unpaid interest on such Bonds to the date fixed for
redemption are on deposit with the Trustee; thereafter, such Bonds or portions thereof shall cease to bear interest from
and after the date fixed for redemption, whether or not such Bonds are presented and surrendered for payment on such
date.

BOOK-ENTRY-ONLY SYSTEM

This section describes how ownership of the Bonds is to be transferred and how the principal of, premium,
if any, and interest on the Bonds are to be paid to and credited by DTC while the Bonds are registered in its nominee
name. The information in this section concerning DTC and the Book-Entry-Only System has been provided by DTC
for use in disclosure documents such as this Limited Offering Memorandum. The City and the Underwriter believe
the source of such information to be reliable, but neither the City nor the Underwriter takes responsibility for the
accuracy or completeness thereof-

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

DTC will act as securities depository for the Bonds. The Bonds will be issued as fully registered securities
registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an
authorized representative of DTC. One fully registered security certificate will be issued for each maturity of the
Bonds, each in the aggregate principal amount of such maturity, and will be deposited with DTC.

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

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond
(“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners
will not receive written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to
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receive written confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of
ownership interests in the Bonds are to be accomplished by entries made on the books of Direct and Indirect
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

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

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

Redemption notices shall be sent to DTC. If less than all Bonds of the same maturity are being redeemed,
DTC’s practice is to determine by lot the amount of the interest of each Direct Participant of such maturity to be
redeemed.

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

Principal, interest and all other payments on the Bonds will be made to Cede & Co., or such other nominee
as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct Participants’ accounts
upon DTC’s receipt of funds and corresponding detailed information from the City or Paying Agent/Registrar, on the
payment date in accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the case with securities
held for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC nor its nominee, the Trustee, the Paying Agent/Registrar, or the City, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of principal, interest and payments
to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the Trustee, the Paying Agent/Registrar or the City, disbursement of such payments to Direct
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be
the responsibility of Direct and Indirect Participants.

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

The City may decide to discontinue use of the system of book-entry transfers through DTC (or a successor
securities depository). In that event, Bond certificates will be printed and delivered. Thereafter, Bond certificates
may be transferred and exchanged as described in the Indenture.



The information in this section concerning DTC and DTC’s book-entry system has been obtained from
sources that the City believes to be reliable, but none of the City, the City’s Financial Advisor or the Underwriter take
any responsibility for the accuracy thereof.

NONE OF THE CITY, THE TRUSTEE, THE PAYING AGENT/REGISTRAR, THE CITY’S FINANCIAL
ADVISOR OR THE UNDERWRITER WILL HAVE ANY RESPONSIBILITY OR OBLIGATION TO THE DTC
PARTICIPANTS OR THE PERSONS FOR WHOM THEY ACT AS NOMINEE WITH RESPECT TO THE
PAYMENTS TO OR THE PROVIDING OF NOTICE FOR THE DTC PARTICIPANTS, THE INDIRECT
PARTICIPANTS OR THE BENEFICIAL OWNERS OF THE BONDS. THE CITY CANNOT AND DOES NOT
GIVE ANY ASSURANCES THAT DTC, THE DTC PARTICIPANTS OR OTHERS WILL DISTRIBUTE
PAYMENTS OF PRINCIPAL OF OR INTEREST ON THE BONDS PAID TO DTC OR ITS NOMINEE, AS THE
REGISTERED OWNER, OR PROVIDE ANY NOTICES TO THE BENEFICIAL OWNERS OR THAT THEY
WILL DO SO ON A TIMELY BASIS, OR THAT DTC WILL ACT IN THE MANNER DESCRIBED IN THIS
LIMITED OFFERING MEMORANDUM. THE CURRENT RULES APPLICABLE TO DTC ARE ON FILE WITH
THE SECURITIES AND EXCHANGE COMMISSION, AND THE CURRENT PROCEDURES OF DTC TO BE
FOLLOWED IN DEALING WITH DTC PARTICIPANTS ARE ON FILE WITH DTC.

SECURITY FOR THE BONDS

The following is a summary of certain provisions contained in the Indenture. Reference is made to the Indenture
for a full statement of the terms and provisions of the Bonds. Potential Investors must read the entire Indenture to
obtain information essential to the making of an informed investment decision. See “APPENDIX B — Form of
Indenture.”

General

THE BONDS ARE SPECIAL AND LIMITED OBLIGATIONS OF THE CITY, PAYABLE SOLELY
FROM AND SECURED SOLELY BY THE TRUST ESTATE, INCLUDING THE PLEDGED REVENUES AND
THE PLEDGED FUNDS; AND THE BONDS SHALL NEVER BE PAYABLE OUT OF FUNDS RAISED OR TO
BE RAISED BY TAXATION OR FROM ANY OTHER REVENUES, PROPERTIES OR INCOME OF THE CITY.
THE OWNERS OF THE BONDS SHALL NEVER HAVE THE RIGHT TO DEMAND PAYMENT THEREOF
OUT OF ANY FUNDS OF THE CITY OTHER THAN THE TRUST ESTATE, AS AND TO THE EXTENT
PROVIDED IN THE INDENTURE. THE CITY SHALL HAVE NO LEGAL OR MORAL OBLIGATION TO PAY
FOR THE BONDS OUT OF ANY FUNDS OF THE CITY OTHER THAN THE TRUST ESTATE. SEE
“APPENDIX B — FORM OF INDENTURE.”

The principal of, premium, if any, and interest on the Bonds are secured by and payable from a first lien on
and pledge of the Trust Estate, all to the extent and upon the conditions described in the Indenture. See “APPENDIX
B — Form of Indenture.” In accordance with the PID Act, the City caused the preparation of a Service and Assessment
Plan to be used in connection with the levy of Assessments in the District, and expects to adopt a final Service and
Assessment Plan in connection with the levy of Assessments and authorization of the issuance of the Bonds. The
Service and Assessment Plan describes the special benefit received by the property within the District, provides the
basis and justification for the determination of special benefit on such property, establishes the methodology for the
levy of Assessments and provides for the allocation of Pledged Revenues for payment of principal of, premium, if
any, and interest on the Bonds. The Service and Assessment Plan will be reviewed and updated annually for the
purpose of determining the annual budget for improvements and the Annual Installments of Assessments due in a
given year. The determination by the City of the assessment methodology set forth in the Service and Assessment
Plan is the result of the discretionary exercise by the City Council of its legislative authority and governmental powers
and is conclusive and binding on all current and future landowners within the District. See “APPENDIX C — Service
and Assessment Plan.”

In connection with the pricing of the Bonds expected to occur on October 15, 2024, and as provided in the
Bond Ordinance, the City expects to approve the Service and Assessment Plan, which will reflect the actual interest
rate on the Bonds, as well as the additional interest collected pursuant to Section 372.018(a) of the PID Act. See
“APPENDIX C — Service and Assessment Plan.”



Pledged Revenues

The City is authorized by the PID Act, the Assessment Ordinance, and other provisions of applicable law to
finance the Authorized Improvements by levying Assessments upon properties in the District benefitted thereby. For
a description of the assessment methodology and the amounts of Assessments levied in the District, see
“ASSESSMENT PROCEDURES” and “APPENDIX C — Service and Assessment Plan.”

The Bonds are secured by and payable from a first lien on and pledge of the Trust Estate, all to the extent
and upon the conditions described herein and in the Indenture. Pursuant to the Indenture, the following terms are
assigned the following meanings:

“Actual Cost(s)” means, with respect to an Authorized Improvement, the demonstrated, reasonable,
allocable, and allowable costs of constructing such Authorized Improvement, as specified in a Certificate for Payment
that has been reviewed and approved by the City. Actual Cost may include: (a) the costs for the design, planning,
financing, administration, management, acquisition, installation, construction, and/or implementation of such
Authorized Improvement, including general contractor construction management fees, if any, as limited below; (b)
the costs of preparing the construction plans for such Authorized Improvement; (c) the fees paid for obtaining permits,
licenses, or other governmental approvals for such Authorized Improvement; (d) the costs for external professional
costs associated with such Authorized Improvement, such as engineering, geotechnical, surveying, land planning,
architectural landscapers, advertising, marketing and research studies, appraisals, legal, accounting, and similar
professional services; (e) the costs of all labor, bonds, and materials incurred by contractors, builders, and material
men in connection with the acquisition, construction, or implementation of the Authorized Improvements; and (f) all
related permitting, zoning, and public approval expenses, architectural, engineering, and consulting fees, financing
charges, taxes, governmental fees, and charges (including inspection fees, City permit fees, development fees),
insurance premiums, miscellaneous expenses. Actual Costs include general contractor’s fees in an amount up to a
percentage equal to the percentage of work completed and accepted by the City or construction management fees in
an amount up to 5.0% of the eligible Actual Costs described in a Certificate for Payment. The amounts expended on
legal costs, taxes, governmental fees, insurance premiums, permits, financing costs, and appraisals shall be excluded
from the base upon which the general contractor and construction management fees are calculated.

“Additional Interest” means the amount collected by application of the Additional Interest Rate.

“Additional Interest Rate” means the additional interest charged on the Assessments pursuant to Section
372.018 of the PID Act which shall be a minimum of 0.25% and a maximum of 0.50%, as determined annually
pursuant to the terms of the Development Agreement.

“Administrator” means the City or the person or independent firm designated by the City who shall have the
responsibility provided in the Service and Assessment Plan, the Indenture, or any other agreement or document
approved by the City related to the duties and responsibility of the administration of the District.

“Annual Collection Costs” means the actual or budgeted costs and expenses relating to collecting the Annual
Installments, including, but not limited to, costs and expenses for: (1) the Administrator; (2) legal counsel, engineers,
accountants, financial advisors, and other consultants engaged by the City; (3) calculating, collecting, and maintaining
records with respect to Assessments and Annual Installments; (4) preparing and maintaining records with respect to
Assessment Rolls and Annual Service Plan Updates; (5) issuing, paying, and redeeming PID Bonds; (6) investing or
depositing Assessments and Annual Installments; (7) complying with this Service and Assessment Plan and the PID
Act with respect to the issuance and sale of PID Bonds, including continuing disclosure requirements; and (8) the
paying agent/registrar and Trustee in connection with PID Bonds, including their respective legal counsel. Annual
Collection Costs collected but not expended in any year shall be carried forward and applied to reduce Annual
Collection Costs for subsequent years.

“Annual Installment” means the annual installment payment of an Assessment as calculated by the
Administrator and approved by the City Council that includes: (1) principal; (2) interest; (3) Annual Collection Costs;
and (4) Additional Interest.



“Annual Service Plan Update” means an update to the Service and Assessment Plan prepared no less
frequently than annually by the Administrator and approved by the City Council.

“Applicable Laws” means the PID Act, and all other laws or statutes, rules, or regulations, and any
amendments thereto, of the State or of the United States, by which the City and its powers, securities, operations, and
procedures are, or may be, governed or from which its powers may be derived.

“Assessed Property” or “Assessed Properties” means property within the District that benefits from an
Authorized Improvement and on which Assessments have been levied as shown on an Assessment Roll (as the same
may be updated each year by an update to a Service and Assessment Plan) and which includes any and all Parcels
within the District other than Non-Benefitted Property.

“Assessment” means an assessment levied against a Parcel imposed pursuant to an Assessment Ordinance
and the provisions herein, as shown on any Assessment Roll, subject to reallocation upon the subdivision of such
Parcel or reduction according to the provisions herein, in the Service and Assessment Plan, and/or in the PID Act.

“Assessment Ordinance” means Ordinance No. adopted by the City Council on October 15,
2024, that levied the Assessments, and any additional ordinance adopted by the City Council in accordance with the
PID Act that levies an Assessment on Assessed Property within of the District, as shown on any Assessment Roll.

“Assessment Revenues” means the revenues received by the City from the collection of Assessments,
including Prepayments, Annual Installments and Foreclosure Proceeds.

“Assessment Roll(s)” means any assessment roll for the Assessed Property within the District, including the
Assessment Roll included in the Service and Assessment Plan as Exhibit F, as updated, modified, or amended from
time to time in accordance with the procedures set forth in the Indenture and in the PID Act, including updates prepared
in connection with the levy of an Assessment, the issuance of PID Bonds, or in connection with any Annual Service
Plan Update.

“Bonds Similarly Secured” means, collectively, any Outstanding Bonds and Refunding Bonds.

“Delinquent Collection Costs” means interest, penalties, and expenses incurred or imposed with respect to
any delinquent installment of an Assessment in accordance with the PID Act and the costs related to pursuing
collection of a delinquent Assessment and foreclosing the lien against the Assessed Property, including attorney’s
fees, and any third-party costs paid or incurred by the City as a result of any delinquency of an Assessment.

“Foreclosure Proceeds” means the proceeds, including interest and penalty interest, received by the City from
the enforcement of the Assessments, whether by foreclosure of lien or otherwise, but excluding and net of all
Delinquent Collection Costs.

“Outstanding” means, as of any particular date when used with reference to Bonds Similarly Secured, all
Bonds Similarly Secured authenticated and delivered under the Indenture except (i) any Bond Similarly Secured that
has been canceled by the Trustee (or has been delivered to the Trustee for cancellation) at or before such date, (ii) any
Bond Similarly Secured for which the payment of the principal or Redemption Price of and interest on such Bond
Similarly Secured shall have been made as provided in the Indenture, (iii) any Bond Similarly Secured in lieu of or in
substitution for which a new Bond Similarly Secured shall have been authenticated and delivered pursuant to the
Indenture, and (iv) Bond Similarly Secured alleged to have been mutilated, destroyed, lost or stolen which have been
paid as provided in the Indenture.

“Parcel” or “Parcels” means a parcel or parcels within the District, identified by either a tax map identification
number assigned by the Walker County Appraisal District for real property tax purposes, by metes and bounds
description, or by lot and block number in a final subdivision plat recorded in the real property records of Walker
County or by any other means determined by the City.
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“Pledged Funds” means, collectively, the Pledged Revenue Fund, the Bond Fund, the Project Fund, the
Reserve Fund, and the Redemption Fund.

“Pledged Revenues” means, collectively, the (i) Assessment Revenues (excluding the portion of the
Assessments and Annual Installments collected for the payment of Annual Collection Costs and Delinquent Collection
Costs, as set forth in the Service and Assessment Plan), (ii) the moneys held in any of the Pledged Funds and (iii) any
additional revenues that the City may pledge to the payment of the Bonds or other Bonds Similarly Secured.

“Prepayment” means the payment of all or a portion of an Assessment before the due date thereof. Amounts
received at the time of a Prepayment which represent a payment of principal, interest or penalties on a delinquent
installment of an Assessment are not to be considered a Prepayment, but rather are to be treated as the payment of the
regularly scheduled Annual Installment.

“Quarter in Interest” means as of any particular date of calculation, the Owners of no less than twenty-five
percent (25%) of the principal amount of the then Outstanding Bonds Similarly Secured. In the event that two or more
groups of Owners satisfy the percentage requirement set forth in the immediately preceding sentence and act (or direct
the Trustee in writing to act) in a conflicting manner, only the group of Owners with the greatest percentage of then
Outstanding Bonds Similarly Secured (as measured in accordance with the immediately preceding sentence) shall, to
the extent of such conflict, be deemed to satisfy such requirement.

“Refunding Bonds” means bonds issued to refund all or any portion of the Outstanding Bonds and secured
by a parity lien with the Outstanding Bonds on the Trust Estate, as more specifically described in the indenture
authorizing such Refunding Bonds.

“Service and Assessment Plan” means the document, including the Assessment Roll, which is attached as
Exhibit A to the Assessment Ordinance, as amended and restated, as may be updated, amended and supplemented
from time to time.

“Trust Estate” means (i) the Pledged Revenues, as defined in the Indenture, including all moneys and
investments held in the Pledged Funds, and including any contract or any evidence of indebtedness related thereto or
other rights of the City to receive any of such moneys or investments, whether existing on the date of the Indenture or
thereafter coming into existence, and whether acquired on the date of the Indenture or thereafter; (ii) any and all other
property or money of every name and nature which is, from time to time after the date of the Indenture by delivery or
by writing of any kind, conveyed, pledged, assigned or transferred, to the Trustee as additional security under the
Indenture by the City or by anyone on its behalf or with its written consent; and (iii) any and all proceeds of the
foregoing property and proceeds from the investment of the foregoing property.

The City will covenant, agree, and warrant in the Indenture that, for so long as any Bonds Similarly Secured
are Outstanding and amounts are due to the Developer under the Reimbursement Agreement to reimburse it for its
funds it has contributed to pay Actual Costs of the Authorized Improvements, the City will take and pursue all
reasonable actions permissible under Applicable Laws to cause the Assessments to be collected and the liens thereof
enforced continuously, in the manner and to the maximum extent permitted by Applicable Laws, and to cause no
reduction, abatement or exemption in the Assessments. See “— Pledged Revenue Fund,” “APPENDIX B — Form of
Indenture,” and “APPENDIX C —Service and Assessment Plan.”

The PID Act provides that the Assessments (including any reassessment, with interest, the expense of
collection and reasonable attorney’s fees, if incurred) are a first and prior lien (the “Assessment Lien) against the
property assessed, superior to all other liens or claims, except liens and claims for State, county, school district, or
municipality ad valorem taxes and are a personal liability of and charge against the owners of property, regardless of
whether the owners are named, and runs with the land. Pursuant to the PID Act, the Assessment Lien is effective from
the date of the Assessment Ordinance until the Assessments are paid (or otherwise discharged), and is enforceable by
the City Council in the same manner that an ad valorem property tax levied against real property may be enforced by
the City Council. See “ASSESSMENT PROCEDURES.”
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The Assessment Lien is superior to any homestead rights of a property owner that were properly claimed
after the adoption of the Assessment Ordinance. However, an Assessment Lien may not be foreclosed upon if any
homestead rights of a property owner were properly claimed prior to the adoption of the Assessment Ordinance (“Pre-
existing Homestead Rights™) for as long as such rights are maintained on the property. See “BONDHOLDERS’
RISKS — Assessment Limitations.”

Collection and Enforcement of Assessments

For so long as any Bonds Similarly Secured are Outstanding and amounts are due to the Developer under the
Reimbursement Agreement to reimburse it for its funds it has contributed to pay Actual Costs of the Authorized
Improvements, the City covenants, agrees and warrants that it will take and pursue all reasonable actions permissible
under Applicable Laws to cause the Assessments to be collected and the liens thereof enforced continuously, in the
manner and to the maximum extent permitted by Applicable Laws, and to cause no reduction, abatement or exemption
in the Assessments.

To the extent permitted by law, notice of the Annual Installments shall be sent by, or on behalf of, the City
to the affected property owners on the same statement or such other mechanism that is used by the City, so that such
Annual Installments are collected simultaneously with ad valorem taxes and shall be subject to the same penalties,
procedures, and foreclosure sale in case of delinquencies as are provided for ad valorem taxes of the City.

The City will determine or cause to be determined, no later than February 15 of each year, whether or not
any Annual Installment is delinquent and, if such delinquencies exist, the City will order and cause to be commenced
as soon as practicable any and all appropriate and legally permissible actions to obtain such Annual Installment, and
any delinquent charges and interest thereon, including diligently prosecuting an action in district court to foreclose the
currently delinquent Annual Installment. Notwithstanding the foregoing, the City shall not be required under any
circumstances to purchase or make payment for the purchase of the delinquent Assessments or the corresponding

property.

The City shall not be required under any circumstances to expend any funds for Delinquent Collection Costs
or Annual Collection Costs in connection with its covenants and agreements under the Indenture or otherwise other
than funds on deposit in the Administrative Fund.

Unconditional Levy of Assessments

The City will impose Assessments on the property within the District to pay the principal of and interest on
the Bonds scheduled for payment from the Trust Estate as described in the Indenture and in the Service and Assessment
Plan and coming due during each Fiscal Year. The Assessments will be effective on the date of, and strictly in
accordance with the terms of, the Assessment Ordinance. Each Assessment may be paid in full or in part at any time,
or in periodic Annual Installments over a period of time equal to the term of the Bonds, which installments shall
include interest on the Assessments. Pursuant to the Assessment Ordinance, interest on the Assessments for each lot
within the District will begin to accrue on the date specified in the Service and Assessment Plan. After issuance of
the Bonds, interest on the Assessments for each lot within the District will accrue at a rate specified in the Bond
Ordinance, but may not exceed the Additional Interest Rate. Such interest rates may be adjusted as described in the
Service and Assessment Plan. Each Annual Installment, including the interest on the unpaid amount of an Assessment,
shall be calculated annually and shall be due on October 1 of each year. Each Annual Installment together with interest
thereon shall be delinquent if not paid prior to February 1 of the following year.

As authorized by Section 372.018(b) of the PID Act, the City will levy, assess, and collect, each year while
the Bonds are Outstanding and unpaid, a portion of each Annual Installment to pay the annual costs incurred by the
City in the administration and operation of the District. The portion of each Annual Installment used to pay such
annual costs shall remain in effect from year to year until all Bonds are finally paid or until the City adjusts the amount
of the levy after an annual review in any year pursuant to Section 372.013 of the PID Act. The assessments to pay
Annual Collection Costs shall be due in the manner set forth in the Assessment Ordinance on October 1 of each year
and shall be delinquent if not paid by February 1 of the following year. Such assessments to pay Annual Collection
Costs do not secure repayment of the Bonds.
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There is no discount for the early payment of Assessments.

Assessments, together with interest, penalties, and expense of collection and reasonable attorneys’ fees, as
permitted by the Texas Tax Code, shall be a first and prior lien against the property assessed, superior to all other liens
and claims, except liens or claims for State, county, school district, or municipality ad valorem taxes and shall be a
personal liability of and charge against the owner of the property regardless of whether the owners are named, and
runs with the land. The lien for Assessments and penalties and interest will begin on the effective date of the
Assessment Ordinance and continues until the Assessments are paid or until all Bonds are finally paid.

Failure to pay an Annual Installment when due will not accelerate the payment of the remaining Annual
Installments of the Assessments and such remaining Annual Installments (including interest) shall continue to be due
and payable at the same time and in the same amount and manner as if such default had not occurred.

Perfected Security Interest

The lien on and pledge of the Trust Estate shall be valid and binding and fully perfected from and after the
Closing Date, which is the date of the initial delivery and payment for the Bonds, without physical delivery or transfer
of control of the Trust Estate, the filing of the Indenture or any other act; all as provided in Chapter 1208 of the Texas
Government Code, as amended, which applies to the issuance of the Bonds and the pledge of the Trust Estate granted
by the City under the Indenture, and such pledge is therefore valid, effective and perfected. If State law is amended at
any time while the Bonds are Outstanding such that the pledge of the Trust Estate granted by the City under the
Indenture is to be subject to the filing requirements of Chapter 9, Texas Business and Commerce Code, as amended,
then in order to preserve to the registered owners of the Bonds the perfection of the security interest in said pledge,
the City agrees to take such measures as it determines are reasonable and necessary under State law to comply with
the applicable provisions of Chapter 9, Texas Business and Commerce Code, as amended, and enable a filing to perfect
the security interest in said pledge to occur. See “APPENDIX B — Form of Indenture.”

Pledged Revenue Fund

The City will create under the Indenture a Pledged Revenue Fund to be held by the Trustee. Immediately
upon receipt thereof, the City shall transfer to the Trustee for deposit to the Pledged Revenue Fund the Pledged
Revenues, as set forth in the Service and Assessment Plan. Specifically, the Trustee shall deposit or cause to be
deposited the foregoing amounts as follows: (i) first, to the Bond Pledged Revenue Account of the Pledged Revenue
Fund in an amount sufficient to pay debt service on the Bonds Similarly Secured next coming due, (ii) second, to the
Reserve Account of the Reserve Fund in an amount to cause the amount in the Reserve Account to equal the Reserve
Account Requirement, (iii) third to pay other Actual Costs of the Authorized Improvements, and (iv) fourth to pay
other costs permitted by the PID Act. Notwithstanding the foregoing, the Additional Interest of the Annual
Installments shall only be utilized for the purposes set forth in the Indenture and, on each March 15, beginning March
15, 2025, and on any other day set forth in a City Certificate, the amount of Additional Interest of the Annual
Installments confirmed by the City pursuant to a City Certificate, will be deposited into the Delinquency & Prepayment
Reserve Account and/or the Redemption Fund, as applicable.

From time to time as needed to pay the obligations relating to the Bonds Similarly Secured, but no later than
five (5) Business Days before each Interest Payment Date, the Trustee shall withdraw from the Bond Pledged Revenue
Account of the Pledged Revenue Fund and transfer to the Principal and Interest Account of the Bond Fund, an amount,
taking into account any amounts then on deposit in such Principal and Interest Account, such that the amount on
deposit in the Principal and Interest Account equals the principal (including any Sinking Fund Installments) and
interest due on the Bonds Similarly Secured on the next Interest Payment Date.

The Trustee shall transfer the amounts determined in writing by the City as Prepayments to the Redemption
Fund promptly after deposit of such amounts into the Pledged Revenue Fund.

Upon receipt of Foreclosure Proceeds, the Trustee shall transfer such amount of Foreclosure Proceeds
determined in writing by the City, first to the Reserve Fund to restore any transfers from the Reserve Fund made to
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which the Foreclosure Proceeds relate, second, to replenish the Delinquency and Prepayment Reserve Requirement,
and third, to the Redemption Fund.

After satisfaction of the requirement to provide for the payment of the principal of and interest on the Bonds
Similarly Secured and to fund any deficiency that may exist in the Reserve Fund, the Trustee shall, at the written
request of the City, transfer any Pledged Revenues remaining in the Pledged Revenue Fund to the City, which monies
may be used for any lawful purpose for which Assessments may be used under the PID Act. The Trustee may rely
upon any such request of the City and shall have no obligation to determine the lawful purposes permitted under the
PID Act.

Bond Fund

On each Interest Payment Date, the Trustee shall withdraw from the Principal and Interest Account and
transfer to the Paying Agent/Registrar the principal (including any Sinking Fund Installments) and interest then due
and payable on the Bonds Similarly Secured.

If amounts in the Principal and Interest Account are insufficient for the purposes set forth above, the Trustee
shall withdraw from the Reserve Fund amounts to cover the amount of such insufficiency. Amounts so withdrawn
from the Reserve Fund shall be deposited in the Principal and Interest Account and transferred to the Paying
Agent/Registrar.

If, after the foregoing transfers and any transfer from the Reserve Fund as provided in the Indenture, there
are insufficient funds to make the payments provided above, the Trustee shall apply the available funds in the Principal
and Interest Account first to the payment of interest, then to the payment of principal (including any Sinking Fund
Installments) on the Bonds Similarly Secured.

Project Fund

Money on deposit in the Project Fund shall be used for the purposes described in “PLAN OF FINANCE —
The Bonds.”

Disbursements from the Costs of Issuance Account of the Project Fund shall be made by the Trustee to pay
costs of issuance of the Bonds pursuant to one or more City Certificates. Disbursements from all other Accounts of
the Project Fund to pay Actual Costs shall be made by the Trustee upon receipt by the Trustee of a properly executed
and completed Certification for Payment. Each such City Certificate shall include a list of the payees and the payments
(not to exceed) to be made to such payees as well as a statement that all payments shall be made by check or wire
transfer in accordance with the payment instructions set forth in such written request and the Trustee may rely on such
payment instructions though given by the City with no duty to investigate or inquire as to the authenticity of or
authorization for the invoice or the payment instructions contained therein.

Except as provided in the Indenture, money on deposit in the Improvement Account shall be used solely to
pay Actual Costs provided the Trustee shall have no responsibility for the application of any funds disbursed from the
Improvement Account in reliance upon a Certification for Payment approved by the City.

If the City Representative determines in the City Representative’s reasonable discretion that amounts then
on deposit in the Improvement Account of the Project Fund are not expected to be expended for purposes of the Project
Fund due to the abandonment, or constructive abandonment, of one or more of the Authorized Improvements such
that, in the reasonable opinion of the City Representative, it is unlikely that the amounts in the Improvement Account
of the Project Fund will ever be expended for the purposes of the Project Fund, the City Representative shall file a
City Certificate with the Trustee which identifies the amounts then on deposit in the Improvement Account of the
Project Fund that are not expected to be used for purposes of the Project Fund. If such City Certificate is so filed, the
amounts on deposit in the Improvement Account of the Project Fund shall be transferred to the Redemption Fund to
redeem Bonds Similarly Secured on the earliest practicable date after notice of redemption has been provided in
accordance with the Indenture. Upon such transfers, the Improvement Account of the Project Fund shall be closed.
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In making any determination pursuant to the Indenture, the City Representative may conclusively rely upon
a certificate of an Independent Financial Consultant.

Upon the filing of a City Certificate stating that all of the Authorized Improvements have been completed
and that all Actual Costs have been paid, or that any Actual Costs of the Authorized Improvements are not required
to be paid from the Improvement Account of the Project Fund pursuant to a Certification for Payment, the Trustee
shall transfer the amount, if any, remaining within the Improvement Account of the Project Fund to the Bond Fund or
to the Redemption Fund as directed by the City Representative in a City Certificate filed with the Trustee. Upon such
transfers, the Improvement Account of the Project Fund shall be closed.

Upon the Trustee’s receipt of a written determination by the City Representative that all costs of issuance of
the Bonds have been paid, any amounts remaining in the Costs of Issuance Account shall be transferred to another
Account or Subaccount in the Project Fund and used to pay Actual Costs of the Authorized Improvements or to the
Principal and Interest Account and used to pay interest on the Bonds, as directed in a City Certificate filed with the
Trustee and the Costs of Issuance Account shall be closed.

Notwithstanding the above paragraphs, the aggregate amount of funds that the Trustee may disburse from
the Improvement Account shall not exceed $1,237,137 (the “Authorized Amount”) except and until the Release
Condition (as defined below) has been satisfied, after which the Trustee may resume disbursements. The Trustee may
make disbursements from the Improvement Account that exceed the Authorized Amount only when the Developer
provides written certification to the Trustee and the City in a Certificate for Payment that the Release Condition has
been satisfied. The first Certificate for Payment that requests funds in excess of the Authorized Amount from the
Improvement Account after satisfaction of the Release Condition shall be submitted to the City, the Trustee, the City’s
financial advisor, Bond Counsel and the Administrator for review and confirmation.

Money may be disbursed from the Improvement Account in excess of the Authorized Amount only if the
City has performed and approved the final inspections of at least seventeen (17) homes within the District and issued
certificates of occupancy on each such home in accordance with its customary residential building inspection practices
(the “Release Condition”). The City may not approve a Certificate for Payment for payment from the Improvement
Account for any amounts that exceed the Authorized Amount until the Release Condition has been satisfied.

Notwithstanding anything in the Indenture to the contrary, in the event the Developer has not provided the
required evidence that the Release Condition has been satisfied on or before October 31, 2027, then the Trustee shall
transfer any funds remaining in the Improvement Account to the Redemption Fund to be used to redeem Bonds
pursuant to the Indenture. See “APPENDIX B — Form of Indenture.”

Redemption Fund

Subject to adequate amounts on deposit in the Pledged Revenue Fund, the Trustee shall cause to be deposited
to the Redemption Fund from the Pledged Revenue Fund an amount sufficient to redeem Bonds as provided in the
Indenture on the dates specified for redemption as provided in the Indenture. Amounts on deposit in the Redemption
Fund shall be used and withdrawn by the Trustee to redeem Bonds as provided in the Indenture.

Reserve Account of the Reserve Fund

Pursuant to the Indenture, a Reserve Account will be created within the Reserve Fund and held by the Trustee
for the benefit of the Bonds. The Reserve Account will be funded initially with proceeds of the Bonds in the amount
of the initial Reserve Account Requirement. Pursuant to the Indenture, the “Reserve Account Requirement” means
the Maximum Annual Debt Service on the Bonds Similarly Secured as of the date of issuance; provided, however,
that as a result of (1) an optional redemption or (2) an extraordinary optional redemption, the Reserve Account
Requirement shall be reduced by a percentage equal to the pro rata principal amount of Bonds Similarly Secured
redeemed by such redemption divided by the total principal amount of the Outstanding Bonds Similarly Secured prior
to such redemption. As of the Closing Date for the Bonds, the Reserve Account Requirement is §
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Whenever, on any Interest Payment Date, the amount on deposit in the Bond Fund is insufficient to pay the
debt service on the Bonds Similarly Secured due on such date, the Trustee shall transfer first, from the Delinquency
& Prepayment Reserve Account of the Reserve Fund to the Bond Fund and, second, from the Reserve Account of the
Reserve Fund to the Bond Fund the amounts necessary to cure such deficiency.

In the event of an extraordinary optional redemption of Bonds Similarly Secured pursuant to the Indenture,
the Trustee, pursuant to written directions from the City, shall transfer from the Reserve Account of the Reserve Fund
to the Redemption Fund the amount specified in such directions, which shall be an amount equal to the principal
amount of Bonds Similarly Secured to be redeemed multiplied by the lesser of: (i) the amount required to be in the
Reserve Account of the Reserve Fund divided by the principal amount of Outstanding Bonds Similarly Secured prior
to the redemption, and (ii) the amount actually in the Reserve Account of the Reserve Fund divided by the principal
amount of Outstanding Bonds Similarly Secured prior to the redemption. If after such transfer, and after applying
investment earnings on the Prepayment toward payment of accrued interest, there are insufficient funds to pay the
principal amount to the nearest roundup of $1,000 increment, plus accrued and unpaid interest on such Bonds Similarly
Secured to the date fixed for redemption of the Bonds Similarly Secured to be redeemed as a result of such Prepayment,
the Trustee shall transfer an amount equal to the shortfall from the Delinquency & Prepayment Reserve Account to
the Redemption Fund to be applied to the redemption of the Bonds Similarly Secured.

Whenever, on any Interest Payment Date, or on any other date at the request of a City Representative, the
value of cash and Value of Investment Securities on deposit in the Reserve Account exceeds the Reserve Account
Requirement, the Trustee shall provide written notice to the City Representative of the amount of the excess. Such
excess shall be transferred to the Principal and Interest Account to be used for the payment of interest on the Bonds
Similarly Secured on the next Interest Payment Date in accordance with the Indenture, unless prior to the next Interest
Payment Date, the Trustee receives a City Certificate instructing the Trustee to apply such excess: (i) to pay amounts
due the United States Government in accordance with the Code, (ii) to the Administrative Fund in an amount not more
than the Annual Collection Costs for the Bonds Similarly Secured or (iii) to the Project Fund to pay Actual Costs of
the Authorized Improvements if such application and the expenditure of funds is expected to occur within three years
of the date of the Indenture.

Delinquency & Prepayment Reserve Account of the Reserve Fund

Pursuant to the Indenture, a Delinquency & Prepayment Reserve Account will be created within the Reserve
Fund and held by the Trustee for the benefit of the Bonds. The Delinquency & Prepayment Reserve Account will be
funded in the amount of the Delinquency & Prepayment Reserve Requirement. Pursuant to the Indenture, the
“Delinquency & Prepayment Reserve Requirement” means an amount equal to 4.5% of the principal amount of the
then Outstanding Bonds Similarly Secured, which amount will be funded from Assessments and Annual Installments
deposited to the Pledged Revenue Fund for subsequent transfer to the Delinquency & Prepayment Reserve Account
of the Reserve Fund in accordance with the terms of the Indenture. As of the Closing Date for the Bonds, the
Delinquency & Prepayment Reserve Requirement is $292,500", which is an amount equal to 4.5% of the principal
amount of the Bonds as of the Closing Date.

Pursuant to the Indenture, the Trustee will transfer from the Bond Pledged Revenue Account of the Pledged
Revenue Fund to the Delinquency & Prepayment Reserve Account on March 15 of each year, commencing March
15, 2025, and on any other day set forth in a City Certificate, an amount equal to the Additional Interest until the
Delinquency & Prepayment Reserve Requirement has been accumulated in the Delinquency & Prepayment Reserve
Account. Once the Delinquency & Prepayment Reserve Requirement has accumulated in the Delinquency &
Prepayment Reserve Account, any amounts in excess of the Delinquency & Prepayment Reserve Requirement shall
be transferred by the Trustee to the Redemption Fund to redeem Bonds Similarly Secured as provided in the Indenture
provided, however, that at any time the amount on deposit in the Delinquency & Prepayment Reserve Account is less
than Delinquency & Prepayment Reserve Requirement, the Trustee shall resume depositing such Additional Interest
into the Delinquency & Prepayment Reserve Account until the Delinquency & Prepayment Reserve Requirement has
accumulated in the Delinquency & Prepayment Reserve Account. In determining the amounts to be transferred
pursuant to the Indenture, the Trustee may conclusively rely on a City Certificate specifying the amounts to transfer.

Whenever, on any Interest Payment Date, or on any other date at the written request of the City Representative,
the amount in the Delinquency & Prepayment Reserve Account exceeds the Delinquency & Prepayment Reserve
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Requirement, the Trustee shall provide written notice to the City of the amount of the excess, and the Trustee shall
transfer such excess pursuant to the Indenture.

Whenever a transfer is made from the Reserve Fund to the Bond Fund due to a deficiency in the Bond Fund,
the Trustee shall provide written notice thereof to the City, specifying the amount withdrawn and the source of said
funds.

If, after a Reserve Account withdrawal, the amount on deposit in the Reserve Account is less than the Reserve
Account Requirement, the Trustee shall transfer from the Pledged Revenue Fund to the Reserve Account the amount
of such deficiency, but only to the extent that such amount is not required for the timely payment of principal, interest,
or Sinking Fund Installments.

If the amount held in the Reserve Fund together with the amount held in the Pledged Revenue Fund, the
Bond Fund and Redemption Fund is sufficient to pay the principal amount of all Outstanding Bonds Similarly Secured
on the next date the Bonds Similarly Secured may be optionally redeemed by the City at a redemption price of par,
together with the unpaid interest accrued on such Bonds Similarly Secured as of such date, the moneys in the Reserve
Fund shall be transferred to the Redemption Fund and thereafter used to redeem all Bonds Similarly Secured on such
date.

At the final maturity of the Bonds Similarly Secured, the amount on deposit in the Reserve Account and the
Delinquency & Prepayment Reserve Account shall be transferred to the Redemption Fund and applied to the payment
of the principal of the Bonds Similarly Secured.

Administrative Fund

The City will create under the Indenture an Administrative Fund. Immediately upon receipt thereof, the City
shall deposit or cause to be deposited to the Administrative Fund the portion of the Assessments and Annual
Installments allocated to the payment of Annual Collection Costs and Delinquent Collection Costs, as set forth in the
Service and Assessment Plan. Moneys in the Administrative Fund shall be held by the Trustee separate and apart from
the other Funds created and administered under the Indenture and used as directed by a City Certificate solely for the
purposes set forth in the Service and Assessment Plan, including payment of Annual Collection Costs and Delinquent
Collection Costs or may be withdrawn by the Trustee without further authorization for the payment of the fees,
expenses, advances and indemnities owed to the Trustee in accordance with the Indenture. The Administrative Fund
shall not be part of the Trust Estate and shall not be security for the Bonds. See “APPENDIX C — Service and
Assessment Plan.”

THE ADMINISTRATIVE FUND IS NOT PART OF THE TRUST ESTATE AND IS NOT
SECURITY FOR THE BONDS.

Bonds Deemed Paid

Any Outstanding Bonds Similarly Secured shall, prior to the Stated Maturity or redemption date thereof, be
deemed to have been paid and no longer Outstanding within the meaning of the Trust Indenture (a “Defeased Debt”)
when payment of the principal of, premium, if any, on such Defeased Debt, plus interest thereon to the due date thereof
(whether such due date be by reason of maturity, redemption, or otherwise), either (1) shall have been made in
accordance with the terms thereof, or (2) shall have been provided by irrevocably depositing with the Trustee, in trust,
and irrevocably set aside exclusively for such payment, (A) money sufficient to make such payment or (B) Defeasance
Securities, certified by an independent public accounting firm of national reputation to mature as to principal and
interest in such amount and at such times as will insure the availability, without reinvestment, of sufficient money to
make such payment, and all necessary and proper fees, compensation, and expenses of the Trustee pertaining to the
Bonds Similarly Secured with respect to which such deposit is made shall have been paid or the payment thereof
provided for to the satisfaction of the Trustee. Neither Defeasance Securities nor moneys deposited with the Trustee
pursuant to the Indenture nor principal or interest payments on any such Defeasance Securities shall be withdrawn or
used for any purpose other than, and shall be held in trust for, the payment of the principal of and interest on the Bonds
Similarly Secured. Any cash received from such principal of and interest on such Defeasance Securities deposited
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with the Trustee, if not then needed for such purpose, shall, be reinvested in Defeasance Securities as directed by the
City maturing at times and in amounts sufficient to pay when due the principal of and interest on the Bonds Similarly
Secured on and prior to such redemption date or maturity date thereof, as the case may be. Any payment for
Defeasance Securities purchased for the purpose of reinvesting cash as aforesaid shall be made only against delivery
of such Defeasance Securities.

Any determination not to redeem Defeased Debt that is made in conjunction with the payment arrangements
specified in the Indenture shall not be irrevocable, provided that: (1) in the proceedings providing for such defeasance,
the City expressly reserves the right to call the Defeased Debt for redemption; (2) the City gives notice of the
reservation of that right to the Owners of the Defeased Debt immediately following the defeasance; (3) the City directs
that notice of the reservation be included in any defeasance or redemption notices that it authorizes; and (4) at or prior
to the time of the redemption, the City satisfies the conditions of the Indenture with respect to such Defeased Debt as
though it was being defeased at the time of the exercise of the option to redeem the Defeased Debt, after taking the
redemption into account in determining the sufficiency of the provisions made for the payment of the Defeased Debt.

“Defeasance Securities” means Investment Securities then authorized by applicable law for the investment
of funds to defease public securities. “Investment Securities” means those authorized investments described in the
Public Funds Investment Act, Chapter 2256, Texas Government Code, as amended (the “PFIA”), which investments
are, at the time made, included in and authorized by the City’s official investment policy as approved by the City
Council from time to time. Under current State law, Investment Securities that are authorized for the investment of
funds to defease public securities are (a) direct, noncallable obligations of the United States of America, including
obligations that are unconditionally guaranteed by the United States of America; (b) noncallable obligations of an
agency or instrumentality of the United States, including obligations that are unconditionally guaranteed or insured
by the agency or instrumentality, and that, on the date the governing body of the City adopts or approves the
proceedings authorizing the issuance of refunding bonds, are rated as to investment quality by a nationally recognized
investment rating firm not less than “AAA” or its equivalent; and (c) noncallable obligations of a state or an agency
or a county, municipality, or other political subdivision of a state that have been refunded and that, on the date the
governing body of the City adopts or approves the proceedings authorizing the issuance of refunding bonds, are rated
as to investment quality by a nationally recognized investment rating firm not less than “AAA” or its equivalent.

There is no assurance that the current law will not be changed in a manner which would permit investments
other than those described above to be made with amounts deposited to defease the Bonds. Because the Indenture
does not contractually limit such investments, Owners may be deemed to have consented to defeasance with such
other investments, notwithstanding the fact that such investments may not be of the same investment quality as those
currently permitted under State law. There is no assurance that the ratings for U.S. Treasury securities used as
Defeasance Securities or that for any other Defeasance Security will be maintained at any particular rating category.

Events of Default
Each of the following occurrences or events constitutes an “Event of Default” under the Indenture:
1. The failure of the City to deposit the Pledged Revenues to the Pledged Revenue Fund,

2. The failure of the City to enforce the collection of the Assessments including the prosecution of
foreclosure proceedings;

3. Default in the performance or observance of any covenant, agreement or obligation of the City under the
Indenture other than a default under (2) above or (4) below, and the continuation thereof for a period of
ninety (90) days after written notice specifying such default and requiring same to be remedied shall
have been given to the City by the Trustee, which may give such notice in its discretion and shall give
such notice at the written request of the Owners of at least a majority of the aggregate outstanding
principal of the Bonds Similarly Secured then Outstanding; and

4. The failure to make payment of the principal of or interest on any of the Bonds Similarly Secured when
the same becomes due and payable and such failure is not remedied within thirty (30) days thereafter.

18



Notwithstanding the foregoing, nothing in the Indenture will be viewed to be an Event of Default if it is in
violation of any applicable state or federal law or court order.

Remedies in Event of Default

Subject to provisions of the Indenture with respect to limits on liability of the City, upon the happening and
continuance of any of the Events of Default described in the Indenture, then and in every such case the Trustee may
proceed, and upon the written request of the Owners of at least a Quarter in Interest of the Bonds Similarly Secured
then Outstanding under the Indenture and its receipt of indemnity satisfactory to it shall proceed, to protect and enforce
the rights of the Owners under the Indenture, by action seeking mandamus or by other suit, action, or special
proceeding in equity or at law, in any court of competent jurisdiction, for any relief to the extent permitted by
Applicable Laws, including, but not limited to, the specific performance of any covenant or agreement contained in
the Indenture, or injunction; provided, however, that any action for money damages against the City shall be limited
to recovery from the Trust Estate may be sought or shall be permitted. The Trustee retains the right to obtain the advice
of counsel in its exercise of remedies for default.

THE PRINCIPAL OF THE BONDS SHALL NOT BE SUBJECT TO ACCELERATION UNDER
ANY CIRCUMSTANCES.

Whenever moneys are to be applied as a result of any Event of Default, irrespective of and whether other
remedies authorized under the Indenture shall have been pursued in whole or in part, the Trustee may cause any or all
of the assets of the Trust Estate, including Investment Securities, to be sold. The Trustee may so sell the assets of the
Trust Estate and all right, title, interest, claim and demand thereto and the right of redemption thereof, in one or more
parts, at any such place or places, and at such time or times and upon such notice and terms as the Trustee may deem
appropriate and as may be required by law and apply the proceeds thereof in accordance with the provisions of the
Indenture. The Trustee shall sell Trust Estate assets, according to the appraised value thereof, beginning with the asset
of the highest value and continuing such sales in the order of next succeeding most valuable asset until satisfaction of
debts pertaining to the outstanding Bonds Similarly Secured. Upon such sale, the Trustee may make and deliver to the
purchaser or purchasers a good and sufficient assignment or conveyance for the same, which sale shall be a perpetual
bar both at law and in equity against the City, and all other Persons claiming such properties. No purchaser at any sale
shall be bound to see to the application of the purchase money proceeds thereof or to inquire as to the authorization,
necessity, expediency, or regularity of any such sale. Nevertheless, if so requested by the Trustee, the City shall ratify
and confirm any sale or sales by executing and delivering to the Trustee or to such purchaser or purchasers all such
instruments as may be necessary or, in the judgment of the Trustee, proper for the purpose which may be designated
in such request.

If an Event of Default shall have occurred and be continuing, the City, upon demand of the Trustee, shall
surrender the possession of, and it shall be lawful for the Trustee, by such officer or agent as it may appoint, to take
possession of all or any part of the Trust Estate, together with the books, papers, and accounts of the City pertaining
thereto, and including the rights and the position of the City, and to hold, operate, and manage the same, and from
time to time make all needed repairs and improvements, as well as set up proper reserve for the payment of all proper
costs and expenses, holding and managing the same, including (i) reasonable compensation to the Trustee, its agents,
and counsel, (ii) any reasonable charges of the Trustee under the Indenture, (iii) any taxes and assessments and other
charges prior to the lien of the Indenture, and (iv) all expenses of such repairs and improvements. After payment in
full of the foregoing, the Trustee shall surrender possession of the Trust Estate to the City, its successors or assigns.

Restriction on Owner’s Actions

No Owner shall have any right to institute any action, suit or proceeding at law or in equity for the
enforcement of the Indenture or for the execution of any trust thereof or any other remedy thereunder, unless (i) a
default has occurred and is continuing of which the Trustee has actual knowledge thereof or has been notified in
writing as provided in the Indenture, or of which by the Indenture it is deemed to have notice, (ii) such default has
become an Event of Default and the Owners of at least a Quarter in Interest of the Bonds Similarly Secured then
Outstanding have made written request to the Trustee and offered it reasonable opportunity either to proceed to
exercise the powers granted in the Indenture or to institute such action, suit or proceeding in its own name, (iii) the
Owners have furnished to the Trustee indemnity as provided in the Indenture, (iv) the Trustee has for 60 days after
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such notice failed or refused to exercise the powers granted in the Indenture, or to institute such action, suit, or
proceeding in its own name, (v) no direction inconsistent with such written request has been given to the Trustee
during such 60-day period by the Owners of at least a Quarter in Interest of the Bonds Similarly Secured then
Outstanding, and (vi) notice of such action, suit, or proceeding is given to the Trustee; however, all proceedings at
law or in equity shall be instituted and maintained in the manner provided in the Indenture and for the equal benefit
of the Owners of all Bonds Similarly Secured then Outstanding. The notification, request and furnishing of indemnity
set forth above shall, at the option of the Trustee, be conditions precedent to the execution of the powers and trusts of
the Indenture and to any action or cause of action for the enforcement of the Indenture or for any other remedy
thereunder.

Subject to provisions of the Indenture with respect to limits on liability of the City, nothing in the Indenture
shall affect or impair the right of any Owner to enforce, by action at law, payment of any Bond Similarly Secured at
and after the maturity thereof, or on the date fixed for redemption or the obligation of the City to pay each Bond
Similarly Secured issued under the Indenture to the respective Owners thereof at the time and place, from the source
and in the manner expressed in the Indenture and in the Bonds Similarly Secured.

In case the Trustee or any Owners of Bonds Similarly Secured shall have proceeded to enforce any right
under the Indenture and such proceedings shall have been discontinued or abandoned for any reason or shall have
been determined adversely to the Trustee or any Owners of Bonds Similarly Secured, then and in every such case the
City, the Trustee and the Owners of Bonds Similarly Secured shall be restored to their former positions and rights
under the Indenture, and all rights, remedies and powers of the Trustee shall continue as if no such proceedings had
been taken.

Application of Revenues and Other Moneys After Event of Default

All moneys, securities, funds and Pledged Revenues and the income therefrom received by the Trustee
pursuant to any right given or action taken under the provisions of the Indenture shall, after payment of the cost,
liabilities, advances and expenses of the proceedings resulting in the collection of such amounts, the expenses
(including its counsel), liabilities, and advances incurred or made by the Trustee and the fees of the Trustee in carrying
out the Indenture, during the continuance of an Event of Default, notwithstanding other provisions in the Indenture,
be applied by the Trustee, on behalf of the City, to the payment of interest and principal or Redemption Price then due
on Bonds Similarly Secured, as follows:

FIRST: To the payment to the Owners entitled thereto all installments of interest then due in the direct order
of maturity of such installments, and, if the amount available shall not be sufficient to pay in full any
installment, then to the payment thereof ratably, according to the amounts due on such installment, to the
Owners entitled thereto, without any discrimination or preference; and

SECOND: To the payment to the Owners entitled thereto of the unpaid principal of Outstanding Bonds
Similarly Secured, or Redemption Price of any Bonds Similarly Secured which shall have become due,
whether at maturity or by call for redemption, in the direct order of their due dates and, if the amounts
available shall not be sufficient to pay in full all the Bonds Similarly Secured due on any date, then to the
payment thereof ratably, according to the amounts of principal due and to the Owners entitled thereto, without
any discrimination or preference.

Within thirty (30) days of receipt of such good and available funds, the Trustee may fix a record date and a
payment date for any payment to be made to Owners of Bonds Similarly Secured pursuant to the Indenture.

In the event funds are not adequate to cure any of the Events of Default described above, the available funds
shall be allocated to the Bonds Similarly Secured that are Outstanding in proportion to the quantity of Bonds Similarly

Secured that are currently due and in default under the terms of the Indenture.

The restoration of the City to its prior position after any and all defaults have been cured, as provided above,
shall not extend to or affect any subsequent default under the Indenture or impair any right consequent thereon.
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Investment of Funds

Money in any Fund or Account, other than the Reserve Account, shall be invested by the Trustee as directed
by the City pursuant to a City Certificate filed with the Trustee in Investment Securities; provided that all such deposits
and investments shall be made in such manner that the money required to be expended from any Fund or Account will
be available at the proper time or times. Money in the Reserve Account shall be invested in such Investment Securities
as directed by the City pursuant to a City Certificate filed with the Trustee, provided that the final maturity of any
individual Investment Security shall not exceed 270 days and the average weighted maturity of any investment pool
or no-load money market mutual fund shall not exceed 90 days. Each such City Certificate shall be a certification that
the investment directed therein constitutes an Investment Security and that such investments meet the maturity and
average weighted maturity requirements set forth in the preceding sentence and the Trustee shall not be responsible
for determining such requirements. Such investments shall be valued each year in terms of the Value of Investment
Securities as of September 30. For purposes of maximizing investment returns, to the extent permitted by law, money
in the Funds and Accounts may be invested in common investments of the kind described above, or in a common pool
of such investment which shall be kept and held at an official depository bank, which shall not be deemed to be or
constitute a commingling of such money or funds provided that safekeeping receipts or certificates of participation
clearly evidencing the investment or investment pool in which such money is invested and the share thereof purchased
with such money or owned by such Fund or Account are held by or on behalf of each such Fund or Account. If
necessary, such investments shall be promptly sold, in order to make the disbursements required or permitted by the
Indenture, to prevent any default under the Indenture. To ensure that cash on hand is invested, if the City does not
give the Trustee written or timely instructions with respect to investments of funds, the Trustee shall invest and re-
invest cash balances in Invesco Short-Term Investments Trust Treasury, CUSIP No. 825252786, until directed
otherwise by the City Certificate.

Obligations purchased as an investment of moneys in any Fund or Account shall be deemed to be part of
such Fund or Account, subject, however, to the requirements of the Indenture for transfer of interest earnings and
profits resulting from investment of amounts in Funds and Accounts. Whenever in the Indenture any moneys are
required to be transferred by the City to the Trustee, such transfer may be accomplished by transferring a like amount
of Investment Securities as determined and directed in writing by the City.

Against Encumbrances

The City shall not create and shall not suffer to remain, any lien, encumbrance or charge upon the Trust Estate
or upon any other property pledged under the Indenture, except the pledge created for the security of the Bonds, or
any Refunding Bonds, and other than a lien or pledge subordinate to the lien and pledge of such property related to
the Bonds Similarly Secured.

So long as Bonds are Outstanding under the Indenture, the City shall not issue any bonds, notes or other
evidences of indebtedness, other than the Bonds, and Refunding Bonds, secured by any pledge of or other lien or
charge on the Pledged Revenues or other property pledged under the Indenture, other than a lien or pledge subordinate
to the lien and pledge of such property related to the Bonds Similarly Secured.

Other Obligations or Other Liens; Refunding Bonds; Future Bonds

The City reserves the right to issue obligations under other indentures, assessment ordinances, or similar
agreements or other obligations which do not constitute or create a lien on any portion of the Trust Estate and are not
payable from the Trust Estate.

Other than Refunding Bonds, the City will not create or voluntarily permit to be created any debt, lien or
charge on the Trust Estate, and will not do or omit to do or suffer to be done or omit to be done any matter or things
whatsoever whereby the lien of the Indenture or the priority hereof might or could be lost or impaired; and further
covenants that it will pay or cause to be paid or will make adequate provisions for the satisfaction and discharge of all
lawful claims and demands which if unpaid might by law be given precedence over or any equality with the Indenture
as a lien or charge upon the Trust Estate; provided, however, that nothing in the Indenture shall require the City to
apply, discharge, or make provision for any such lien, charge, claim, or demand so long as the validity thereof shall
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be contested by it in good faith, unless thereby, in the opinion of counsel to the Trustee, the same would endanger the
security for the Bonds Similarly Secured.

The City reserves the right to issue bonds in the future for any purpose permitted by the PID Act, pursuant
to a separate indenture and secured by a separate assessment from the Assessment, subject to the conditions of the
Financing Agreement.

THE REMAINDER OF THIS PAGE IS LEFT BLANK INTENTIONALLY.
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SOURCES AND USES OF FUNDS *
Bonds
The table that follows summarizes the sources and uses of proceeds of the Bonds:

Sources of Funds:
Principal Amount
TOTAL SOURCES

Use of Funds:
Deposit to Improvement Account of the Project Fund
Deposit to Costs of Issuance Account of Project Fund
Deposit to Reserve Account of the Reserve Fund
Deposit to Principal and Interest Account of the Bond Fund
Deposit to the Administrative Fund
Underwriter’s Discount (V

TOTAL USES

M Includes Underwriter’s Counsel’s fee.

THE REMAINDER OF THIS PAGE IS LEFT BLANK INTENTIONALLY.
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DEBT SERVICE REQUIREMENTS *

The following table sets forth the debt service requirements for the Bonds:

Year Ending
( ) Principal Interest Total
2025 $ $ $
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050
2051
2052
2053
Total
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OVERLAPPING TAXES AND DEBT
Overlapping Taxes and Debt

The land within the District lies within the corporate limits of the City. The land within the District has been,
and is expected to continue to be, subject to taxes and assessments imposed by taxing entities other than the City.
Such taxes are payable in addition to the Assessments.

The City, Walker County (the “County”), Huntsville Independent School District (“Huntsville ISD”) and
Walker County Hospital District may each levy ad valorem taxes upon land in the District for payment of debt incurred
by such governmental entities and/or for payment of maintenance and operations expenses. The City has no control
over the level of ad valorem taxes or assessments levied by such other taxing authorities.

The following table reflects the overlapping ad valorem taxes currently levied on property located in the
District.

Overlapping Taxes in the District

Tax Year 2023
Taxing Entity Ad Valorem Tax Rate )

The City $0.3074
Walker County $0.4127
Huntsville ISD $0.8571
Walker County Hospital District $0.0977

Total Current Tax Rate $1.6749
Estimated Average Annual Installment of Assessment in the
District as a Tax Rate Equivalent® $1.3448
Estimated Total Tax Rate and Average Annual 3.0197

Installment of Assessment in the District as a Tax Rate
Equivalent ®

M As reported by the taxing entities. Per $100 in value.

@ Preliminary; subject to change. Derived from information in the Service and Assessment Plan. Shown as an equivalent tax rate
for illustration purposes only. See “ASSESSMENT PROCEDURES — Assessment Amounts — Method of Apportionment of
Assessments” and “APPENDIX C — Service and Assessment Plan.”

Source: Walker County Appraisal District and the Service and Assessment Plan.

THE REMAINDER OF THIS PAGE IS LEFT BLANK INTENTIONALLY.
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As noted above, the District includes territory located within other governmental entities’ jurisdiction and
such entities may issue or incur debt secured by the levy and collection of ad valorem taxes or assessments. Set forth
below is an overlapping debt table showing the outstanding indebtedness payable from ad valorem taxes with respect
to property within the District, as of August 31, 2024, and City debt to be secured by the Assessments:

Overlapping Debt in the District

Gross Outstanding Debt ~ Estimated % Estimated

Taxing or Assessing Entity as of August 31,2024  Applicable ¥ Overlapping Debt ()
The City (Assessments — Bonds)” $6,500,000 100% $6,500,000
The City (Ad Valorem Taxes) $43,725,000 0.24% $103,013
Walker County $0 0.11% $0
Walker County Hospital District $0 0.11% $0
Huntsville ISD $123.995.,000 0.15% $181.634

Total $174,220,000 $6,784,647

" Preliminary, subject to change.
() Based on the tax year 2023 net taxable assessed valuation for the taxing entities and the appraisal “Upon Completion” Bulk Market Value for
the District.

Sources: Municipal Advisory Council of Texas (gross outstanding debt secured by property taxes) and net taxable assessed valuation.
Homeowners’ Association Dues

In addition to the taxes and Assessments described above, the Developer anticipates that each single-family
residential lot owner in the District will pay a property owner’s association fee to a homeowners’ association (the
“HOA”) formed by the Developer in the approximate amount of $750 annually.

ASSESSMENT PROCEDURES
General

Capitalized terms used under this caption and not otherwise defined in this Limited Offering Memorandum
shall have the meanings given to such terms in the Service and Assessment Plan. As required by the PID Act, when
the City determines to defray a portion of the costs of the Authorized Improvements through Assessments, it must
adopt a resolution generally describing the Authorized Improvements and the land within the District to be subject to
Assessments to pay the cost therefor. The City has caused the Assessment Roll to be prepared, which shows the land
within the District to be assessed, the amount of the benefit to and the Assessment against each lot or parcel of land,
and the number of Annual Installments in which the Assessment is divided. The Assessment Roll was filed with the
City Secretary and made available for public inspection. Statutory notice was given to the owners of the property to
be assessed and a public hearing will be conducted to hear testimony from affected property owners as to the propriety
and advisability of undertaking the Authorized Improvements and funding a portion of the same with Assessments.
The City expects to levy the Assessments and adopt the Assessment Ordinance on October 15, 2024. After adoption
of the Assessment Ordinance, the Assessments will become legal, valid, and binding liens upon the property against
which the Assessments were made.

Under the PID Act, the costs of the Authorized Improvements may be assessed by the City against the
Assessed Property in the District so long as the special benefit conferred upon the Assessed Property by the Authorized
Improvements equals or exceeds the Assessments. The costs of the Authorized Improvements may be assessed using
any methodology that results in the imposition of equal shares of cost on Assessed Property similarly benefited. The
allocation of benefits and assessments to the benefitted land within the District is presented in the Service and
Assessment Plan, which should be read in its entirety. See “APPENDIX C — Service and Assessment Plan.”

Assessment Methodology
The Service and Assessment Plan describes the special benefit to be received by each Parcel of Assessed

Property as a result of the Authorized Improvements, provides the basis and justification for the determination that
such special benefit exceeds the Assessments previously levied, and establishes the methodology by which the City
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allocates the special benefit of the Authorized Improvements to Parcels in a manner that results in equal shares of
costs being apportioned to Parcels similarly benefited. As described in the Service and Assessment Plan, a portion of
the costs of the Authorized Improvements is being funded with proceeds of the Bonds, which are payable from and
secured by Pledged Revenues, including the Assessments, and other assets comprising the Trust Estate. As set forth
in the Service and Assessment Plan, the City Council has determined that the actual costs associated with the
Authorized Improvements will be allocated on the basis of the size of the Lots and their estimated assessed value at
Build-Out, and that such method of allocation will result in the imposition of equal shares of the costs of the Authorized
Improvements to Lots similarly benefited. The Assessed Property will be assessed for the special benefits conferred

upon the property due to the Authorized Improvements.

The following table provides additional analysis with respect to assessment methodology, including the value
to Assessment burden ratio per Lot Type, equivalent tax rate per Lot Type, and leverage per Lot Type related to the

Assessments applicable to the District.

The information in the table was obtained from and calculated using

information provided in the Service and Assessment Plan. See “APPENDIX C — Service and Assessment Plan.”

Lien to Value Analysis, Assessment Allocation, Equivalent Tax Rate,
and Leverage per Lot Type in the District

Tax Rate . . Estimated Ratio
. . Average . Estimated Ratio .
Planned Estimated Projected Annual Equivalent of of Estimated of Projected
Lot No. of Finished | Average Home Agssessment per Installment of Average Annual Finished Value Average Home
Type : Value per |Value per Lot| 1 ot Type @ Installment of Value per Lot
Lots ) @ yp Assessment per per Lot Type to
Lot Type Type Lot Tvpe & Assessment per Assessment - 3) Type to
yp Lot Type ® Assessment @ )
50° 140 $65,450 $295,000 $46,428.58 $3,967.07 $1.34477 1.40969 6.35385

@ Provided in the Appraisal (as defined herein). See “APPENDIX F — Appraisal.”

@ Provided by Developer at the time of the levy of the Assessments. See “THE DEVELOPMENT — Expected Build-Out and Home Prices in the
Development” for current values.

© Per $100 of home value.

Source: The Appraisal, DTA and information presented in the Service and Assessment Plan

For further explanation of the Assessment methodology, see “APPENDIX C — Service and Assessment Plan.”

The City has determined that the foregoing method of allocation will result in the imposition of equal shares
of the Assessments on Parcels similarly benefitted within the District. The Assessments and interest thereon are
expected to be paid in Annual Installments as described above. The determination by the City of the assessment
methodology set forth in the Service and Assessment Plan is the result of the discretionary exercise by the City Council
of its legislative authority and governmental powers and is conclusive and binding on the Developer and all future
owners and developers within the District. See “APPENDIX C — Service and Assessment Plan.”

Collection and Enforcement of Assessment Amounts

Under the PID Act, the Annual Installments may be collected in the same manner and at the same time as ad
valorem taxes of the City. The Assessments may be enforced by the City in the same manner that an ad valorem tax
lien against real property is enforced. Delinquent installments of the Assessments incur interest, penalties, and
attorney’s fees in the same manner as delinquent ad valorem taxes. Under the PID Act, the Assessment Lien is a first
and prior lien against the property assessed, superior to all other liens and claims except liens or claims for State,
county, school district or municipality ad valorem taxes. See “BONDHOLDERS’ RISKS — Assessment Limitations.”

In the Indenture, the City will covenant to collect, or cause to be collected, Assessments as provided in the

Assessment Ordinance. No less frequently than annually, City staff or a designee of the City shall prepare, and the
City Council shall approve, an Annual Service Plan Update to allow for the billing and collection of Annual
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Installments. Each Annual Service Plan Update shall include an updated Assessment Roll and a calculation of the
Annual Installment for each Parcel. Annual Collection Costs shall be allocated among all Parcels in proportion to the
amount of the Annual Installments for the Parcels.

In the Indenture, the City will covenant, agree, and warrant that, for so long as any Bonds are Outstanding,
it will take and pursue all actions permissible under Applicable Laws to cause the Assessments to be collected and the
liens thereof enforced continuously, in the manner and to the maximum extent permitted by Applicable Laws, and, to
the extent permitted by Applicable Laws, to cause no reduction, abatement or exemption in the Assessments. See
“SECURITY FOR THE BONDS — Collection and Enforcement of Assessments.”

To the extent permitted by law, notice of the Annual Installments will be sent by, or on behalf of the City, to
the affected property owners on the same statement or such other mechanism that is used by the City, so that such
Annual Installments are collected simultaneously with ad valorem taxes and shall be subject to the same penalties,
procedures, and foreclosure sale in case of delinquencies as are provided for ad valorem taxes of the City.

The City will determine or cause to be determined, no later than February 15 of each year, whether or not
any Annual Installment is delinquent and, if such delinquencies exist, the City will order and cause to be commenced
as soon as practicable any and all appropriate and legally permissible actions to obtain such Annual Installment, and
any delinquent charges and interest thereon, including diligently prosecuting an action in district court to foreclose the
currently delinquent Annual Installment. Notwithstanding the foregoing, the City will not be required under any
circumstances to purchase or make payment for the purchase of the delinquent Assessment or the corresponding
Assessed Property. See “SECURITY FOR THE BONDS — Collection and Enforcement of Assessments.”

The City will implement the basic timeline and procedures for Assessment collections and pursuit of
delinquencies set forth in Exhibit D of the Continuing Disclosure Agreement of Issuer set forth in APPENDIX E-1
and to comply therewith to the extent that the City reasonably determines that such compliance is the most appropriate
timeline and procedures for enforcing the payment of delinquent Assessments.

The City will not be required under any circumstances to expend any funds for Delinquent Collection Costs
in connection with its covenants and agreements under the Indenture or otherwise other than funds on deposit in the
Administrative Fund.

Annual Installments will be paid to the City or its agent. Annual Installments are due when billed on or about
October 1 each year and become delinquent on February 1. In the event Assessments are not timely paid, there are
penalties and interest as set forth below:

Date Payment Cumulative Cumulative

Received Penalty Interest Total
February 6% 1% 7%
March 7% 2% 9%
April 8% 3% 11%
May 9% 4% 13%
June 10% 5% 15%

July 12% 6% 18%

After July, the penalty remains at 12%, and interest increases at the rate of 1% each month. In addition, if
an account is delinquent in July, a 20% attorney’s collection fee may be added to the total penalty and interest charge.
In general, property subject to lien may be sold, in whole or in parcels, pursuant to court order to collect the amounts
due. An automatic stay by creditors or other entities, including governmental units, could prevent governmental units
from foreclosing on property and prevent liens for post-petition taxes from attaching to property and obtaining secured
creditor status unless, in either case, an order lifting the stay is obtained from the bankruptcy court. In most cases,
post-petition Assessments are paid as an administrative expense of the estate in bankruptcy or by order of the
bankruptcy court.
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Assessment Amounts

Assessment Amounts. The amounts of the Assessments have been established by the methodology described
in the Service and Assessment Plan. The Assessment Roll sets forth for each year the Annual Installment for each
Parcel within the District. The Annual Installments may not exceed the amounts shown on the Assessment Roll. The
Assessments are expected to be levied against the Parcels comprising the Assessed Property as indicated on the
Assessment Roll. See “APPENDIX C — Service and Assessment Plan.”

The Annual Installments shown on the Assessment Roll will be reduced to equal the actual costs of repaying
the Bonds, the Additional Interest, and the portion of the Annual Installment allocable to Administrative Expenses (as
provided for in the definition of such term), taking into consideration any other available funds for these costs, such
as interest income on account balances.

If the debt service on issued Bonds is reduced as the result of an economic refunding of the Bonds,
Prepayment of Assessments, or the redemption of Bonds, then there would be a corresponding reduction in the
Assessments and the Annual Installments. See “APPENDIX C — Service and Assessment Plan.” In such case, the
reduced Assessment and Annual Installment, as shown on the Assessment Roll, shall be reflected in the next Annual
Service Plan Update and approved by City Council.

Method of Apportionment of Assessments. For purposes of the Service and Assessment Plan, the City Council
has determined that the estimated costs of the Authorized Improvements, shall be allocated entirely to the Assessed
Property. As reflected in the table below, the entire Assessment is spread across the Lot Types based on their
respective estimated assessed value at Build-out and number of Lots anticipated to be developed within such Lot Type.
Based on the estimated costs for the Authorized Improvements provided by the Developer, the City Council has
determined that the benefit to the Assessed Property from the Authorized Improvements is at least equal to the
Assessments to be levied on the Assessed Property.

Allocation of Assessments

Lot No. Estimated Estimated Assessment Total Average PID Total
Type Lots Assessed Value Assessed Allocation | Assessment Annual Tax Tax
Per Home Value Per Principal | Installment Rate Rate
Buildout
50° 140 $295,000 $41,300,000 100% $6,500,000 $3,967.07 1.3448 | 3.0197

(I) Preliminary, subject to change. Derived from information in the Service and Assessment Plan.

Prepayment of Assessments

Pursuant to the PID Act and the Indenture, the owner of any Assessed Property may voluntarily prepay (a
“Prepayment”), at an