This Preliminary Official Statement and the information contained herein are subject to completion or amendment. These securities may not be sold nor may offers to buy be accepted prior to the time the Official
Statement is delivered in final form. Under no circumstances shall this Preliminary Official Statement 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 any such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED JULY 24 2017

This Preliminary Official Statement is subject to completion and amendment and is intended solely for the purpose of soliciting initial bids on
the Bonds. Upon the sale of the Bonds, the Official Statement will be completed and delivered to the Initial Purchaser.

IN THE OPINION OF BOND COUNSEL, INTEREST ON THE BONDS IS EXCLUDABLE FROM GROSS INCOME FOR FEDERAL
INCOME TAX PURPOSES UNDER EXISTING LAW, AND THE BONDS ARE NOT SUBJECT TO THE ALTERNATIVE MINIMUM TAX ON
INDIVIDUALS. SEE “TAX MATTERS” FOR A DISCUSSION OF THE OPINION OF BOND COUNSEL, INCLUDING THE ALTERNATIVE
MINIMUM TAX CONSEQUENCES FOR CORPORATIONS.

THE BONDS HAVE NOT BEEN DESIGNATED “QUALIFIED TAX-EXEMPT OBLIGATIONS” FOR FINANCIAL INSTITUTIONS. SEE
“TAX MATTERS—NOT QUALIFIED TAX-EXEMPT OBLIGATIONS.”
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Rating: Moody’s “_
See “MUNICIPAL BOND RATING AND
MUNICIPAL BOND INSRUANCE” herein

$17,450,000
FORT BEND COUNTY MUNICIPAL UTILITY DISTRICT NO. 128

(A political subdivision of the State of Texas located within Fort Bend County)

UNLIMITED TAX BONDS, SERIES 2017

Dated: September 1, 2017 Due: September 1, as shown below

Principal of the Bonds will be payable at stated maturity or redemption upon presentation of the Bonds at the principal payment office of the
paying agent/registrar, initially The Bank of New York Mellon Trust Company, N.A. (the “Paying Agent/Registrar”, “Paying Agent” or
“Registrar”) in Dallas, Texas. Interest on the Bonds will accrue from September 1, 2017, and be payable on March 1, 2018 (six months of
interest) and on each September 1 and March 1 thereafter until the earlier of maturity or redemption. The Bonds will be issued only in fully
registered form. Interest will be calculated on the basis of a 360 day year of twelve 30 day months. The Bonds are subject to redemption prior
to maturity as shown below.

The Bonds will be registered in the name of Cede & Co., as nominee for The Depository Trust Company, New York, New York (“DTC”),
which will act as securities depository for the Bonds. Beneficial owners of the Bonds will not receive physical certificates representing the
Bonds, but will receive a credit balance on the books of the nominees of such beneficial owners. So long as Cede & Co. is the registered
owner of the Bonds, the principal of and interest on the Bonds will be paid by the Paying Agent directly to DTC, which will, in turn, remit such
principal and interest to its participants for subsequent disbursement to the beneficial owners of the Bonds as described herein. See “BOOK-
ENTRY-ONLY SYSTEM.”

MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES AND INITIAL REOFFERING YIELDS

Initial Initial
Due Principal Interest  Reoffering CUsIP Due Principal Interest  Reoffering CUSIP
Sept. 1 Amount (a) Rate Yield(b) Number (c) Sept.1  Amount (a) Rate Yield(b) Number (c)
2018 $ 850,000 2030 $ 750,000 (d)
2019 850,000 2031 750,000 (d)
2020 750,000 2032 750,000 (d)
2021 750,000 2033 750,000 (d)
2022 750,000 2034 750,000 (d)
2023 750,000 2035 750,000 (d)
2024 750,000 2036 750,000 (d)
2025 750,000 (d) 2037 750,000 (d)
2026 750,000 (d) 2038 750,000 (d)
2027 750,000 (d) 2039 750,000 (d)
2028 750,000 (d) 2040 750,000 (d)

2029 750,000 (d)

(a) The Initial Purchaser may elect to designate one or more term bonds. See accompanying Official Notice of Sale and Official Bid Form.

(b) Initial reoffering yield represents the initial offering yield to the public which has been established by the Initial Purchaser (as herein defined) for offers to
the public and which may be subsequently changed by the Initial Purchaser and is the sole responsibility of the Initial Purchaser. The initial reoffering
yields indicated above represent the lower of the yields resulting when priced at maturity or to the first call date. Accrued interest from September 1, 2017,
is to be added to the price.

(c) CUSIP Numbers have been assigned to the Bonds by CUSIP Service Bureau and are included solely for the convenience of the purchasers of the Bonds.
Neither the District nor the Initial Purchaser shall be responsible for the selection or correctness of the CUSIP Numbers set forth herein.

(d) Bonds maturing on and after September 1, 2025, are subject to redemption prior to maturity at the option of the District, in whole or from time to time in
part, on September 1, 2024, or on any date thereafter, at a price equal to the principal amount thereof plus accrued interest to the date fixed for redemption.
See “THE BONDS—Redemption Provisions.”

The Bonds, when issued, will constitute valid and legally binding obligations of Fort Bend County Municipal Utility District No. 128 (the
“District”) and will be payable from the proceeds of an annual ad valorem tax, without legal limitation as to rate or amount, levied against all
taxable property located within the District. The Bonds are obligations solely of the District and are not obligations of the State of Texas, Fort
Bend County, the City of Sugar Land or any entity other than the District. The Bonds are subject to special investment risks described herein.
See “INVESTMENT CONSIDERATIONS.”

The Bonds are offered by the Initial Purchaser subject to prior sale, when, as and if issued by the District and accepted by the Initial Purchaser,
subject, among other things, to the approval of the Bonds by the Attorney General of Texas and the approval of certain legal matters by The
Muller Law Group, PLLC, Bond Counsel. Delivery of the Bonds is expected on or about September 28, 2017.

Bids Due: Tuesday, August 29, 2017, at 12:45 P.M., Houston Time in Houston, Texas
Bid Award: Tuesday, August 29, 2017, at 4:00 P.M., Houston Time in Sugar Land, Texas
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USE OF INFORMATION IN OFFICIAL STATEMENT

For purposes of compliance with Rule 15¢2-12 of the Securities and Exchange Commission, as amended and in effect on
the date hereof, this document constitutes an Official Statement with respect to the Bonds that has been “deemed final” by
the District as of its date except for the omission of no more than the information permitted by Rule 15¢2-12.

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

This Official Statement is not to be used in an offer to sell or the solicitation of an offer to buy in any state in which such
offer or solicitation is not authorized or in which the person making such offer or solicitation is not qualified to do so or to
any person to whom it is unlawful to make such offer or solicitation.

All of the summaries of the statutes, resolutions, orders, contracts, audited financial statements, engineering and other
related reports set forth in this Official Statement are made subject to all of the provisions of such documents. These
summaries do not purport to be complete statements of such provisions, and reference is made to such documents, copies of
which are available from The Muller Law Group, PLLC, 16555 Southwest Freeway, Suite 200, Sugar Land, Texas 77479,
upon payment of duplication costs.

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

The following information is qualified in its entirety by the detailed information appearing elsewhere in this Official

Statement.

The Issuer....

The Issue......

Source of Payment..........cc.cceevevennne

Short Term Debt......cccovvvveiiinneen.

Use of Proce

Payment Rec

BUS ..t

(0] {0 IS

Not Qualified Tax Exempt

Obligations

THE FINANCING

Fort Bend County Municipal Utility District No. 128 (the “District”), a political
subdivision of the State of Texas, is located in Fort Bend County, Texas. See “THE
DISTRICT.”

$17,450,000 Unlimited Tax Bonds, Series 2017 (the “Bonds”) are issued pursuant to a
resolution (the “Bond Resolution”) of the District's Board of Directors. The Bonds will
be issued as fully registered bonds maturing in the years and in the amounts and
accruing interest at the rates shown on the cover hereof. Interest on the Bonds accrues
from September 1, 2017, and is payable on March 1, 2018 (six months of interest), and
on each September 1 and March 1 thereafter until the earlier of maturity or prior
redemption.

The Bonds maturing on and after September 1, 2025, are subject to redemption, in
whole or from time to time in part, at the option of the District, prior to their maturity
dates, on September 1, 2024, or on any date thereafter. Upon redemption, the Bonds
will be payable at a price of par plus accrued interest to the date of redemption. See
“THE BONDS.”

The Bonds are payable from an annual ad valorem tax, without legal limitation as to rate
or amount, levied upon all taxable property within the District. See “TAX
PROCEDURES.” The Bonds are obligations of the District and are not obligations of
the State of Texas, Fort Bend County, the City of Sugar Land or any other political
subdivision or agency other than the District. See “THE BONDS—Source of and
Security for Payment.”

The District sold a $11,050,000 Bond Anticipation Note, Series 2017 (the “2017
BAN”) on March 30, 2017, with a maturity date of March 29, 2018. The District will
use Bond proceeds to redeem the 2017 BAN prior to maturity. See “FINANCIAL
STATEMENT—Short Term Debt.”

Proceeds from the Bonds will be used to retire the BAN and reimburse various
developers for funds advanced on behalf of the District for (1) construction and
engineering of water, wastewater and/or drainage improvements to serve Avalon at
Riverstone, Section 15B, 16, and 21 through 24A; East Avalon Drive Phase II;
Riverstone North Sections 4 through 7; The Villas at Riverstone; a reclaimed water line;
sanitary sewer improvements along University Boulevard; and LJ Parkway Phase 8; (2)
construction and engineering of Tertiary Treatment Plant Phase I; (3) construction,
engineering and land costs of Lift Station No. 7; and (4) water and wastewater plant
connection fees. Bond proceeds will also be used to pay developer interest, and to pay
certain costs associated with the issuance of the Bonds and the 2017 BAN. See “THE
SYSTEM—Use and Distribution of Bond Proceeds.”

The District has previously issued five series of unlimited tax bonds of which
$67,465,000 principal amount was outstanding as of June 30, 2017 (the “Outstanding
Bonds”). The District has never defaulted in the payment of principal and interest on its
previously issued bonds. See “FINANCIAL STATEMENT—Outstanding Bonds.”

The Bonds have not been designated “qualified tax-exempt obligations” for financial
institutions. See “TAX MATTERS—Not Qualified Tax-Exempt Obligations.”



Municipal Bond Rating and
Municipal Bond Insurance..........

Bond Counsel..............
Financial Advisor.......

Engineer.......ccccoeeeuenee.

Investment Considerations...............

Description.................

Riverstone..................

Status of Development

Application has been made to Moody’s Investors Service (“Moody’s”) for an
underlying rating on the Bonds, and Moody’s has assigned an underlying rating of “__”
to the District. Application has also been made to various municipal bond insurance
companies for qualification of the Bonds for municipal bond insurance. If qualified,
such insurance will be available at the option of the Initial Purchaser at the Initial
Purchaser’s expense. The rating fee of Moody’s will be paid for by the District;
payment of any other rating fee will be the responsibility of the Initial Purchaser. See
“MUNICIPAL BOND RATING AND MUNICIPAL BOND INSURANCE.”

The Muller Law Group, PLLC, Sugar Land, Texas.
FirstSouthwest, a Division of Hilltop Securities Inc., Houston, Texas.
Costello, Inc., Houston, Texas.

The purchase and ownership of the Bonds are subject to special investment
considerations and all prospective purchasers are urged to examine carefully the entire
Official Statement for a discussion of investment risks, including particularly the section
captioned “INVESTMENT CONSIDERATIONS.”

THE DISTRICT

The District was created by order of the Texas Commission on Environmental Quality
(the “Commission” or “TCEQ”), dated January 17, 2006. The District presently
contains approximately 1,768 acres of land located in the southwest portion of Fort
Bend County approximately 21 miles southwest from downtown Houston, Texas. The
District lies entirely within the extraterritorial jurisdiction of the City of Sugar Land
(“Sugar Land” or the “City”) with the exception of approximately 67 acres of
undevelopable land located within the corporate limits of the City of Sugar Land. See
“AERIAL PHOTOGRAPH?” herein.

The District is part of the approximately 3,700-acre master planned community known
as “Riverstone.” The District is one of four municipal utility districts that serve
Riverstone. At full development, Riverstone is projected to include single family,
multi-family, townhome, institutional (churches, schools, etc.) and commercial
development.  Recreational amenities within Riverstone include walking trails
throughout the community, three recreation centers with facilities including a 9,000
square foot clubhouse with fitness and ballroom facilities, a pool, splash pad, activity
pool and playgrounds, a dog park, a pavilion, ten tennis courts and a fishing pier for use
by Riverstone residents.

Development activities in the District began in 2007. The District currently includes
approximately 1,294 developed acres of single-family residential development (2,804
lots) and approximately 12 acres where utility construction is underway (42 lots). As of
May 28, 2017, the District contained 2,015 single-family homes completed and
occupied, 9 single-family homes completed and not occupied, 261 single-family homes
in various stages of construction, 519 vacant lots, and 42 lots under construction.

The remainder of the District is comprised of approximately 285 developable acres that
have not been provided with water distribution, wastewater collection and storm
drainage facilities, approximately 13 acres on which a 249-unit apartment complex has
been constructed, and approximately 18 acres on which a 351-unit apartment complex is
under construction with an expected completion date of fall 2017. Approximately 28
acres within the District are served with trunk utilities for commercial development
including approximately 3 acres where construction has been completed, approximately
1 acre on which a day care center has been constructed, and approximately 4 acres on
which a retail strip center has been constructed. Construction on an approximately 20
acre



Homebuilders..

Flood Protection ..........cccovveevevveenne

The Developers

tract is currently underway for a new grocery anchored retail center with an expected
completion and opening date in the first quarter of 2018. An elementary school has
been constructed on approximately 15 acres. In addition, approximately 27 acres have
been developed as a recreation center/parks and open spaces, and approximately 76
acres are undevelopable (detention and drainage facilities, street right-of-way and lift
station site). See “THE DISTRICT.”

Homebuilders actively building within the District are: Darling Homes, Fedrick Harris,
Meritage Homes, Partners in Building, Perry Homes, Sitterle, Taylor Morrison Homes,
Toll Brothers, Westport Homes and Westin Homes. New homes in the District range in
offering prices from approximately $350,000 to over $1,000,000.

Flood protection for all of the land within the District and the majority of Riverstone is
provided by Fort Bend County Levee Improvement District No. 15 (“LID 15”). The
boundaries of LID 15 encompass approximately 2,299 acres. Hillsboro Estates, L.L.C.
and Sugar Land Ranch Development, L.L.C. have financed the construction of a levee
system, which together with other LID 15 improvements, removed approximately 2,299
acres within the LID boundaries, including all of the land within the District, from the
100 year floodplain designation of the Brazos River.

To date, LID 15 has issued sixteen series of bonds, of which $102,550,000 in principal
amount is outstanding, including $11,750,000 principal amount of unlimited tax levee
park bonds which were sold on June 26, 2017 and are expected to be issued on July 25,
2017. The LID 15 bonds are payable from an ad valorem tax, without legal limitation
as to rate or amount, levied against all taxable property within its boundaries, which
includes all of the land within the District. For 2016, LID 15 levied a tax rate of $0.73
per $100 assessed valuation. It is anticipated that LID 15 will issue bonds in the
foreseeable future to reimburse the developers of land in its boundaries for the costs of
LID 15 facilities either constructed or currently being constructed, as well as facilities to
be constructed in the future. See “ESTIMATED OVERLAPPING DEBT
STATEMENT.”

Additional flood protection improvements, including detention ponds and drainage
outfall structures, will be necessary for development of the remaining acreage in the
District and in the undeveloped portions of LID 15 that are not in the District. See
“THE SYSTEM—Flood Protection.”

The original developers of land within the District were Hillsboro Estates, LLC, a Texas
limited liability company (“Hillsboro Estates”), Sugar Land Ranch Development, LLC,
a Texas limited liability company (“Sugar Land Ranch LLC”), Sugar Land Ranch
Development Il Corp., a Texas corporation (“Sugar Land Ranch I1"”) and Riverstone
250, Inc., a Texas corporation (“Riverstone 250, Inc.”). All of the above entities are
directly or indirectly owned and/or controlled by Larry D. Johnson, Lawrence Wong
and Rocky Lai. Hillsboro Estates, Sugar Land Ranch LLC, Sugar Land Ranch Il and
Riverstone 250, Inc. are collectively referred to herein as the “Original Developers.”
The Original Developers currently own approximately 81 acres of undeveloped land in
the District.

In a series of transactions beginning in 2011, Taylor Morrison of Texas Inc., a Texas
corporation (“Taylor Morrison”) purchased 759 acres from the Original Developers to
develop such acreage as single family lots. Taylor Morrison began developing such
acreage as Avalon at Riverstone in 2012. Taylor Morrison is also a homebuilder in
Avalon at Riverstone. Taylor Morrison owns approximately 133 acres of undeveloped
land in the District.

In 2012, Westin Homes and Properties, L.P. , a Texas limited partnership, (“Westin”)
purchased approximately 29 acres from the Original Developers to develop such
acreage as single family lots. Westin Homes began developing such acreage as Alden
Springs in 2013 and is the homebuilder in Alden Springs. Westin Homes does not own
any undeveloped land in the District.



In 2013, Toll Houston TX, LLC, a Texas limited liability company (“Toll””) purchased
approximately 21 acres from the Original Developers to develop such acreage as single
family lots. Toll began developing such acreage as Pecan Ridge in 2014. Toll does not
own any undeveloped land in the District.

In 2013, Enclave at Riverstone, LLC, a Texas limited liability company (“Enclave”)
purchased approximately 26 acres from the Original Developers, of which
approximately 19 acres are within the boundaries of the District, to develop such
acreage as single family lots. Enclave began developing such acreage as The Enclave in
2014. Enclave does not own any undeveloped land in the District.

An affiliate of the Original Developers is acting as a fee developer to develop the land
purchased by Taylor Morrison, Westin, Toll and Enclave.

In 2011, Meritage Homes of Texas LLC, a Texas limited liability corporation
(“Meritage™) purchased 55 acres from the Original Developers to develop such acreage
as single family lots. Meritage began developing such acreage as Auburn Manor in
2012. Meritage is also a homebuilder in Auburn Manor. Meritage does not own any
undeveloped land in the District.

In 2013, Meritage entered into contract to purchase an additional 140 acres from the
Original Developers. Meritage assigned that contract to a land banker, Community
Development Capital Group, LLC, a Delaware limited liability corporation (“CDCG”).
Meritage is responsible for developing the 140 acres and purchases lots from CDCG
once the lots are completed. Meritage has completed construction or is currently
constructing underground facilities on approximately 113 acres, which is being
marketed as Ivory Ridge and Riverstone North. Approximately 27 acres remain to be
developed of the 140 acre tract.

The Original Developers, Taylor Morrison, Meritage, Westin, Toll and Enclave are
collectively referred to herein as the “Developers.” See “THE DEVELOPERS.”

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]



SELECTED FINANCIAL INFORMATION

2017 Taxable ASSESSEU VAIUALION......cc.ciiiiiiiiie et bbb bbb $1,309,315,404(a)
Estimated Taxable Assessed Valuation as of JUly 1, 2017 .........cccooiiiiiiiiiiiiie e $1,482,888,417(b)
Gross Debt Outstanding (after the issuance of the BoONdS) ..........ccocooeiiiiieiiiienenc e $84,915,000
Estimated OVerlapping DEDL ..o bbbt 141,110,465
Gross Debt and Estimated Overlapping Debt..........cocooiiiiiiiiiii e $226,025,465
Ratio of Gross Debt to:
2017 Taxable ASSESSEd ValUALION..........ciiiriririrreiisre s 6.49%
Estimated Taxable Assessed Valuation as of July 1, 2017 .........cccovvvviviieerenene e 5.73%
Ratio of Total Gross Debt and Estimated Overlapping Debt to:
2017 Taxable ASSESSEd ValUALION..........ciiiiirireiiere s 17.26%
Estimated Taxable Assessed Valuation as of July 1, 2017 .........cccccevvviviieerenene e 15.24%
2016 Tax Rate:
DEDE SEIVICE .. ..ttt ettt et bbbt b ettt et r e b b n e b $0.580
Maintenance and OPEFALIONS .........oiiiiiiieiie ettt bttt bbbt e e 0.120(c)
TOtal DISIIHCt TAX RAE.....cvcviveririiiiiii ittt ettt bbbt b e s s bbb bnas $0.700/$100 A.V.
LID 15 TAX RALE....cueueiteieiititeisieie ettt bbbttt bbbttt 0.730(d)
Total Combined District and LID 15 TaX Rate ........cocceiiiiiiie et $1.430/$100 A.V.
Average percentage of total tax collections (2012-2016) .......c.cccccererereiisiniieeereene e e e 99.71%
Projected Average Annual Debt Service Requirements (2017-2040) of the Bonds and the
Outstanding Bonds at an assumed interest rate of 3.75% (“Average Requirement”) ..................... $5,048,411
Tax rate required to pay Average Requirement based upon
2017 Taxable Assessed Valuation at @ 95% COIECtiON FAte ..........cevevrerereiriniriiicceeee s $0.41/$100A.V.
Estimated Taxable Assessed Valuation as of July 1, 2017 at a 95% collection rate....................... $0.36/$100A.V.
Projected Maximum Annual Debt Service Requirements (2018) of the Bonds and the
Outstanding Bonds at an assumed interest rate of 3.75% (“Maximum Requirement”) .................. $5,980,956
Tax rate required to pay Maximum Requirement based upon
2017 Taxable Assessed Valuation at @ 95% COIECtiON FAte ..........ceveveerereirinirinccreeee s $0.49/$100A.V.
Estimated Taxable Assessed Valuation as of July 1, 2017 at a 95% collection rate....................... $0.43/$100A.V.
Water connections as of May 28, 2017:
Single-family residential — completed and occupied ...........ccccocviiiiiiininnnne 2,015
Single-family residential — vacant ... 9
Single-family residential — under cONStrUCLION .........cccoeiiiiiiiiiiiiicce e 261
Multi-Family (600 UNIES) ......ccveuiieiieirieiieiieiee e e 20
COMIMETCIAL ...ttt bbbt nn 10
Other CONNECTIONS......c.eiiiieieiete ettt bbbt een 219
TOMAL e b 2,534

@

(b)

(©
(d)

©

Estimated 2017 Population — 7,550 (e)

The Fort Bend Central Appraisal District (the “Appraisal District”) has certified $1,240,619,088 as of January 1, 2017. According to the

Appraisal District, there are properties remaining uncertified totaling $76,329,240. The above listed assessed value includes 90% of the
uncertified value for an estimated uncertified value of $68,696,316.

As estimated by the Appraisal District as of July 1, 2017 for informational purposes only. The 2017 preliminary assessed valuation
established by the Appraisal District has been updated to add the estimated value of improvements constructed from January 1, 2017 to
July 1, 2017. This estimate has no official status. Taxes are levied based on value as certified by the Appraisal District as of January 1 of
each year. Consequently, this estimate will not be used to produce tax revenue for the District. See “TAX PROCEDURES.”

The District levies a maintenance and operations tax in addition to its debt service tax.

See “ESTIMATED OVERLAPPING DEBT STATEMENT.” LID 15 levies a tax against all taxable property within its boundaries. In
2016, LID 15 levied a tax rate of $0.73 per $100 assessed value.

Based on 3.5 persons per single family connection and 2 persons per apartment unit on the 249-unit complex. The 351-unit complex
currently under construction is not included in calculation.



PRELIMINARY OFFICIAL STATEMENT
$17,450,000

FORT BEND COUNTY MUNICIPAL UTILITY DISTRICT NO. 128
(A political subdivision of the State of Texas located within Fort Bend County)

UNLIMITED TAX BONDS
SERIES 2017

This Official Statement provides certain information in connection with the issuance by Fort Bend County Municipal Utility
District No. 128 (the “District”) of its $17,450,000 Unlimited Tax Bonds, Series 2017 (the “Bonds”).

The Bonds are issued pursuant to Article XV1, Section 59 of the Texas Constitution, Chapters 49 and 54 of the Texas Water
Code, as amended, a resolution authorizing the issuance of the Bonds (the “Bond Resolution”) adopted by the Board of
Directors of the District (the “Board”), an election held within the District, and an order of the Texas Commission on
Environmental Quality (the “Commission” or the “TCEQ?”).

This Official Statement includes descriptions, among others, of the Bonds and the Bond Resolution, and certain other
information about the District and the developers of land within the District. All descriptions of documents contained
herein are only summaries and are qualified in their entirety by reference to each document. Copies of documents may be
obtained from the District upon payment of the costs of duplication therefor.

THE BONDS

General

Following is a description of some of the terms and conditions of the Bonds, which description is qualified in its entirety by
reference to the Bond Resolution of the Board authorizing the issuance and sale of the Bonds. The Bond Resolution
authorizes the issuance and sale of the Bonds and prescribes the terms, conditions, and provisions for the payment of the
principal of and interest on the Bonds by the District.

The Bonds will be dated and accrue interest from September 1, 2017, which interest is payable on each March 1 and
September 1 commencing March 1, 2018 (six months of interest), until the earlier of maturity or prior redemption. The
Bonds mature on September 1 in the amounts and years shown on the cover page of this Official Statement. Interest
calculations are based on a 360-day year comprised of twelve 30-day months.

Authority for Issuance

At a bond election held within the District on May 12, 2007, the voters of the District authorized the issuance of a total of
$123,450,000 principal amount of unlimited tax bonds for water, sanitary sewer and drainage facilities. The Bonds are
issued pursuant to such authorization. The Commission has authorized the District to sell the Bonds for the purposes
described in “THE SYSTEM—Use and Distribution of Bond Proceeds.”

The Bonds are issued by the District pursuant to the terms and provisions of the Bond Resolution, an Order of the
Commission, Article XVI, Section 59 of the Texas Constitution, and Chapters 49 and 54 of the Texas Water Code, as
amended.

Source of and Security for Payment

While the Bonds or any part of the principal thereof or interest thereon remain outstanding and unpaid, the District
covenants in the Bond Resolution to levy a continuing, direct, annual ad valorem tax, without legal limitation as to rate or
amount, upon all taxable property in the District sufficient to pay the principal of and interest on the Bonds, with full
allowance being made for delinquencies and costs of collection.

The Bonds are obligations of the District and are not the obligations of the State of Texas, Fort Bend County, the City of
Sugar Land or any entity other than the District.



Funds

In the Bond Resolution, the Debt Service Fund is confirmed, and the proceeds from all taxes levied, assessed and collected
for and on account of the Bonds authorized by the Bond Resolution shall be deposited, as collected, in such fund.

Accrued interest on the Bonds shall be deposited into the Debt Service Fund upon receipt. The remaining proceeds from
sale of the Bonds, including interest earnings thereon, shall be deposited into the Capital Projects Fund, to pay the costs of
acquiring or constructing District facilities and contract rights and for paying the costs of issuing the Bonds. See “THE
SYSTEM—Use and Distribution of Bond Proceeds” for a more complete description of the use of Bond proceeds.

No Arbitrage

The District will certify as of the date the Bonds are delivered and paid for that, based upon all facts and estimates now
known or reasonably expected to be in existence on the date the Bonds are delivered and paid for, the District reasonably
expects that the proceeds of the Bonds will not be used in a manner that would cause the Bonds, or any portion of the
Bonds, to be “arbitrage bonds” under the Internal Revenue Code of 1986, as amended (the “Code”), and the regulations
prescribed thereunder. Furthermore, all officers, employees, and agents of the District have been authorized and directed to
provide certifications of facts and estimates that are material to the reasonable expectations of the District as of the date the
Bonds are delivered and paid for. In particular, all or any officers of the District are authorized to certify to the facts and
circumstances and reasonable expectations of the District on the date the Bonds are delivered and paid for regarding the
amount and use of the proceeds of the Bonds. Moreover, the District covenants in the Bond Resolution that it shall make
such use of the proceeds of the Bonds, regulate investment of proceeds of the Bonds, and take such other and further actions
and follow such procedures, including, without limitation, calculating the yield on the Bonds, as may be required so that the
Bonds shall not become “arbitrage bonds” under the Code and the regulations prescribed from time to time thereunder.

Record Date

The record date for payment of the interest on any regularly scheduled Interest Payment Date is defined as the 15th day of
the month (whether or not a business day) preceding such Interest Payment Date.

Redemption Provisions

The District reserves the right, at its option, to redeem the Bonds maturing on and after September 1, 2025, prior to their
scheduled maturities, in whole or from time to time in part, in integral multiples of $5,000, on September 1, 2024, or on any
date thereafter, at a price of par plus accrued interest on the principal amounts called for redemption to the date fixed for
redemption. If fewer than all of the Bonds are redeemed at any time, the particular maturities and amounts of Bonds to be
redeemed shall be selected by the District. If less than all the Bonds of any maturity are redeemed at any time, the particular
Bonds within a maturity to be redeemed shall be selected by the Paying Agent/Registrar by lot or other customary method of
selection (or by DTC in accordance with its procedures while the Bonds are in book-entry-only form).

Notice of any redemption identifying the Bonds to be redeemed in whole or in part shall be given by the Paying
Agent/Registrar at least thirty (30) days prior to the date fixed for redemption by sending written notice by first class mail to
the Registered Owner of each Bond to be redeemed in whole or in part at the address shown on the register. Such notices
shall state the redemption date, the redemption price, the place at which the Bonds are to be surrendered for payment and, if
fewer than all the Bonds outstanding within any one maturity are to be redeemed, the numbers of the Bonds or the portions
thereof to be redeemed. Any notice given shall be conclusively presumed to have been duly given, whether or not the
Registered Owner receives such notice. By the date fixed for redemption, due provision shall be made with the Paying
Agent/Registrar for payment of the redemption price of the Bonds or portions thereof to be redeemed, plus accrued interest
to the date fixed for redemption. When Bonds have been called for redemption in whole or in part and due provision has
been made to redeem the same as herein provided, the Bonds or portions thereof so redeemed shall no longer be regarded as
outstanding except for the purpose of receiving payment solely from the funds so provided for redemption, and the rights of
the Registered Owners to collect interest that would otherwise accrue after the redemption date on any Bond or portion
thereof called for redemption shall terminate on the date fixed for redemption.

Registration and Transfer

The Bank of New York Mellon Trust Company, N.A., Dallas, Texas, is the initial paying agent/registrar (the “Paying
Agent/Registrar”, “Paying Agent” or “Registrar”) for the Bonds. So long as any Bonds remain outstanding, the Paying
Agent/Registrar shall keep the register at its principal payment office and, subject to such reasonable regulations as it may
prescribe, the Paying Agent/Registrar shall provide for the registration and transfer of Bonds in accordance with the terms
of the Bond Resolution. While the Bonds are in the Book-Entry-Only System, the Bonds will be registered in the name of
Cede & Co. and will not be transferred. See “BOOK-ENTRY-ONLY SYSTEM.”



Replacement of Paying Agent/Registrar

Provision is made in the Bond Resolution for replacement of the Paying Agent/Registrar. If the Paying Agent/Registrar is
replaced by the District, the new paying agent/registrar shall act in the same capacity as the previous Paying
Agent/Registrar. Any paying agent/registrar selected by the District shall be a national or state banking institution, a
corporation organized and doing business under the laws of the United States of America or of any State, authorized under
such laws to exercise trust powers, and subject to supervision or examination by federal or state authority, to act as Paying
Agent/Registrar for the Bonds.

Issuance of Additional Debt

After issuance of the Bonds, the District will have $36,375,000 principal amount of unlimited tax bonds authorized but
unissued for water, sanitary sewer and drainage facilities and $123,450,000 principal amount of unlimited tax bonds
authorized but unissued for refunding outstanding bonds. The Bond Resolution imposes no limitation on the amount of
additional parity bonds which may be authorized for issuance by the District's voters or the amount ultimately issued by the
District. See “THE SYSTEM—Future Debt.”

The District also is authorized by statute to engage in fire-fighting activities, including the issuing of bonds payable from
taxes for such purpose. The District has approved a fire plan that consists of a contract with the City to provide service to
the District. This contract requires the District to pay a monthly fee for such service. The District does not plan to issue
bonds for this purpose. Before the District could issue fire-fighting bonds payable from taxes, the following actions would
be required: (a) amendments to existing city ordinances specifying the purposes for which the District may issue bonds; (b)
amendment to the District’s existing fire plan and approval of the issuance of bonds for such purpose by the qualified voters
in the District; (c) approval of the amended fire plan and issuance of bonds by the Commission; and (d) approval of bonds
by the Attorney General of Texas.

The District is authorized by statute to develop parks and recreational facilities, including the issuing of bonds payable from
taxes for such purpose. Before the District could issue park bonds payable from taxes, the following actions would be
required: (a) amendments to existing city ordinances specifying the purposes for which the District may issue bonds; (b)
preparation of a detailed park plan; (c) authorization of park bonds by the qualified voters in the District; (d) approval of the
park projects and bonds by the Commission; and (e) approval of the bonds by the Attorney General of Texas. If the District
does issue park bonds, the outstanding principal amount of such bonds may not exceed an amount equal to one percent of
the value of the taxable property in the District. The District has no current plans to hold an election or sell park bonds.

Pursuant to Chapter 54 of the Water Code, a municipal utility district may petition the Commission for the power to issue
bonds supported by property taxes to finance roads. Before the District could issue such bonds, the District would be
required to receive a grant of such power from the Commission, authorization from the District's voters to issue such bonds,
and approval of the bonds by the Attorney General of Texas. The District has not considered filing an application to the
Commission for “road powers” nor calling such an election at this time.

Annexation by the City of Sugar Land

Under existing Texas law, since the District lies wholly within the extraterritorial jurisdiction of the City of Sugar Land (the
“City”), with the exception of approximately 67 acres of undevelopable land located within the corporate limits of the City,
the District must conform to a City ordinance consenting to the creation of the District. In addition, the District may be
annexed by the City under certain circumstances. If the District is annexed and not dissolved within 120 days of annexation,
the District will continue as a limited district, under Section 43.0751, Texas Local Government Code, until dissolved by the
earlier of (i) action of the City or (ii) 10 years after the date of annexation. Upon dissolution, the City will assume the
District's assets and obligations (including any outstanding Bonds). Annexation of territory by the City is a policy-making
matter within the discretion of the Mayor and City Council of the City, and therefore, the District makes no representation
that the City will ever annex the District and assume its debt, nor does the District make any representation concerning the
ability of the City to pay debt service on the District’s bonds if annexation were to occur; however, the City has agreed not
to annex the District until certain conditions are met as described under “Strategic Partnership” below.

Strategic Partnership

On May 3, 2011, the City of Sugar Land (“City”) approved a Strategic Partnership Agreement (“SPA”) with the District.
The SPA, as amended, sets forth general terms relating to the provisions of municipal services and annexation of the District
by the City. Under the SPA, the City has agreed not to annex the District, for full or limited purposes, until 90% of the
developable acreage within the District has been developed with water, wastewater, and drainage facilities and the
developers within the District have been reimbursed by the District to the maximum extent permitted by the rules of the
Commission, or the City assumes any obligation for such reimbursement.
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Consolidation

The District has the legal authority to consolidate with other districts and, in connection therewith, to provide for the
consolidation of its assets (such as cash and the utility system) and liabilities (such as the Bonds), with the assets and
liabilities of districts with which it is consolidating. Although no consolidation is presently contemplated by the District, no
representation is made concerning the likelihood of consolidation in the future.

Remedies in Event of Default

If the District defaults in the payment of principal, interest, or redemption price on the Bonds when due, or if it fails to make
payments into any fund or funds created in the Bond Resolution, or defaults in the observance or performance of any other
covenants, conditions, or obligations set forth in the Bond Resolution, the Registered Owners have the statutory right of a
writ of mandamus issued by a court of competent jurisdiction requiring the District and its officials to observe and perform
the covenants, obligations, or conditions prescribed in the Bond Resolution. Except for mandamus, the Bond Resolution
does not specifically provide for remedies to protect and enforce the interests of the Registered Owners. There is no
acceleration of maturity of the Bonds in the event of default and, consequently, the remedy of mandamus may have to be
relied upon from year to year. Further, there is no trust indenture or trustee, and all legal actions to enforce such remedies
would have to be undertaken at the initiative of, and be financed by, the Registered Owners. Statutory language authorizing
local governments such as the District to sue and be sued does not waive the local government’s sovereign immunity from
suits for money damages, so that in the absence of other waivers of such immunity by the Texas Legislature, a default by the
District in its covenants in the Bond Resolution may not be reduced to a judgment for money damages.

If such a judgment against the District were obtained, it could not be enforced by direct levy and execution against the
District's property. Further, the Registered Owners cannot themselves foreclose on property within the District or sell
property within the District to enforce the tax lien on taxable property to pay the principal of and interest on the Bonds. The
enforceability of the rights and remedies of the Registered Owners may further be limited by a State of Texas statute
reasonably required to attain an important public purpose or by laws relating to bankruptcy, reorganization or other similar
laws of general application affecting the rights of creditors of political subdivisions, such as the District. See
“INVESTMENT CONSIDERATIONS—Registered Owners' Remedies and Bankruptcy Limitations.”

Legal Investment and Eligibility to Secure Public Funds in Texas

The following is quoted from Section 49.186 of the Texas Water Code, and is applicable to bonds issued by the District
(including the Bonds):

“(a) All bonds, notes, and other obligations issued by a district shall be legal and authorized investments for all banks,
trust companies, building and loan associations, savings and loan associations, insurance companies of all kinds and types,
fiduciaries, and trustees, and for all interest and sinking funds and other public funds of the state, and all agencies,
subdivisions, and instrumentalities of the state, including all counties, cities, towns, villages, school districts, and all other
kinds and types of districts, public agencies, and bodies politic.”

“(b) A district’s bonds, notes, and other obligations are eligible and lawful security for all deposits of public funds of
the state, and all agencies, subdivisions, and instrumentalities of the state, including all counties, cities, towns, villages,
school districts, and all other kinds and types of districts, public agencies, and bodies politic, to the extent of the market
value of the bonds, notes, and other obligations when accompanied by any unmatured interest coupons attached to them.”

The Public Funds Collateral Act (Chapter 2257, Texas Government Code) also provides that bonds of the District
(including the Bonds) are eligible as collateral for public funds.

No representation is made that the Bonds will be suitable for or acceptable to financial or public entities for investment or
collateral purposes. No representation is made concerning other laws, rules, regulations, or investment criteria which might
apply to or which might be utilized by any of such persons or entities to limit the acceptability or suitability of the Bonds for
any of the foregoing purposes. Prospective purchasers are urged to carefully evaluate the investment quality of the Bonds as
to the suitability or acceptability of the Bonds for investment or collateral purposes.
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Defeasance

The Bond Resolution provides that the District may discharge its obligations to the Registered Owners of any or all of the
Bonds to pay principal, interest and redemption price thereon in any manner permitted by law. Under current Texas law,
such discharge may be accomplished either (i) by depositing with the Comptroller of Public Accounts of the State of Texas
a sum of money equal to the principal of, premium, if any, and all interest to accrue on the Bonds to maturity or redemption
or (ii) by depositing with any place of payment (paying agent) of the Bonds or other obligations of the District payable from
revenues or from ad valorem taxes or both, amounts sufficient to provide for the payment and/or redemption of the Bonds;
provided that such deposits may be invested and reinvested only in (a) direct obligations of 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
District 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 District 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
which mature and/or bear interest payable at such times and in such amounts as will be sufficient to provide for the
scheduled payment and/or redemption of the Bonds.

Upon such deposit as described above, such bonds shall no longer be regarded as outstanding or unpaid. After firm banking
and financial arrangements for the discharge and final payment or redemption of the Bonds have been made as described
above, all rights of the District to initiate proceedings to call the Bonds for redemption or take any other action amending
the terms of the Bonds are extinguished; provided, however, that the right to call the Bonds for redemption is not
extinguished if the District: (i) in the proceedings providing for the firm banking and financial arrangements, expressly
reserves the right to call the Bonds for redemption; (ii) gives notice of the reservation of that right to the owners of the
Bonds immediately following the making of the firm banking and financial arrangements; and (iii) directs that notice of the
reservation be included in any redemption notices that it authorizes.

There is no assurance that the current law will not be changed in the future in a manner which would permit investments
other than those described above to be made with amounts deposited to defease the Bonds.

BOOK-ENTRY-ONLY SYSTEM

The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources that the
District believes to be reliable, but the District takes no responsibility for the accuracy or completeness thereof. The
District cannot and does not give any assurances that DTC, DTC Direct Participants or Indirect Participants will
distribute to the Beneficial Owners (a) payments of interest, principal or premium, if any, with respect to the Bonds, (b)
Bonds representing ownership interest in or other confirmation or ownership interest in the Bonds, or (c) prepayment or
other notices sent to DTC or Cede & Co., its nominee, as the registered owner of the Bonds, or that they will so do on a
timely basis or that DTC, DTC Direct Participants or DTC Indirect Participants will act in the manner described in this
Official Statement. The current “Rules” applicable to DTC are on file with the Securities and Exchange Commission and
the current “Procedure” of DTC to be followed in dealing with DTC Direct Participants are on file with DTC.

General

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

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New York Banking
Law, a “banking organization” within the meaning of the New York Banking Law, a member of the Federal Reserve
System, a “clearing corporation” within the meaning of the New 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 3.6 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

12



agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others
such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”).
DTC has a Standard & Poor’s rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities
and Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a credit for
the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond (“Beneficial Owner™) is in turn
to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the
Beneficial Owner entered into the transaction. Transfers of ownership interests in the Bonds are to be accomplished by
entries made on the books of Direct 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 effect any
change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records
reflect only the identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be the
Beneficial Owners. The 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 of the Bonds within a maturity are being redeemed, DTC’s practice
is to determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.

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

All 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 detail information from the District or the Paying Agent/Registrar, on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with Bonds 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, the Paying Agent/Registrar, or
the District, subject to any statutory or regulatory requirements as may be in effect from time to time. Payment to Cede &
Co. (or such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the District
or the Paying Agent/Registrar, disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

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

The District may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor
securities depository). In that event, Bond certificates will be printed and delivered to DTC.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources that the

District believes to be reliable, but neither the District nor the Initial Purchaser take any responsibility for the accuracy
thereof.
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THE DISTRICT
General

Fort Bend County Municipal Utility District No. 128 (the “District”) is a municipal utility district created by order of the
Texas Commission on Environmental Quality (the “Commission” or “TCEQ”), dated January 17, 2006, and operates under
the provisions of Chapters 49 and 54 of the Texas Water Code and other general statutes applicable to municipal utility
districts. The District is located wholly within the exclusive extraterritorial jurisdiction of the City of Sugar Land, Texas
with the exception of approximately 67 acres of undevelopable land located within the corporate limits of the City of Sugar
Land.

The District is empowered, among other things, to purchase, construct, operate and maintain all works, improvements,
facilities and plants necessary for the supply and distribution of water; the collection, transportation, and treatment of
wastewater; and the control and diversion of storm water. The District may issue bonds and other forms of indebtedness to
purchase or construct such facilities. The District is also empowered to establish parks and recreational facilities for the
residents of the District, to contract for or employ its own peace officers and, after approval by the Commission and the
voters of the District, to establish, operate, and maintain fire-fighting facilities, independently or with one or more
conservation and reclamation districts. Additionally, the District may, subject to the granting of road powers by the TCEQ
and certain limitations, develop and finance roads. Further, the District could seek approval by the Texas Legislature to
acquire road powers.

The Commission exercises continuing supervisory jurisdiction over the District. The District is required to observe certain
requirements of the City which limit the purposes for which the District may sell bonds to the acquisition, construction, and
improvement of waterworks, wastewater, drainage, recreational, and road facilities and the refunding of outstanding debt
obligations; limit the net effective interest rate on such bonds and other terms of such bonds; require approval by the City of
District construction plans; and permit connections only to platted lots and reserves which have been approved by the
Planning Commission of the City. Construction and operation of the District's system are subject to the regulatory
jurisdiction of additional government agencies. See “THE SYSTEM.”

Description and Location

The District contains approximately 1,768 acres of land. The District is located approximately 21 miles southwest of
downtown Houston. The District is located approximately 3 miles south of U.S. Highway 59 (the “Southwest Freeway”)
and is accessible via the Southwest Freeway to Texas State Highway 6, and then south to the Riverstone entrances. See
“AERIAL PHOTOGRAPH.”

Riverstone

The District is part of the approximately 3,700-acre master planned community known as “Riverstone.” The District is one
of four municipal utility districts serving development in Riverstone. At full development, Riverstone is projected to
include single family, multi family, townhome and commercial development. Development of Riverstone began in 2001 in
Fort Bend County Municipal Utility District No. 115 (“MUD 115”) and subsequently in Fort Bend County Municipal
Utility District No. 129 (“MUD 129”) in 2004 and Fort Bend County Municipal Utility District No. 149 (“MUD 149”) in
2007. Development activities in the District began in 2007.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Land Use

The District currently includes approximately 1,294 developed acres of single-family residential development (2,804 lots),
approximately 12 acres where utility construction is underway (42 lots), approximately 285 developable acres that have not
been provided with water distribution, wastewater collection and storm drainage facilities, approximately 13 acres on which
a 249-unit apartment complex has been constructed, approximately 18 acres on which a 351-unit apartment complex is
under construction with an expected completion date of fall 2017, approximately 28 acres which are served with trunk
utilities for commercial development including 3 acres where construction has been completed, 1 acre on which a day care
center has been constructed, and approximately 4 acres on which a retail strip center has been constructed, approximately 20
acres on which utilities are currently under construction for a grocery anchored retail center, approximately 15 acres on
which an elementary school has been constructed, approximately 27 acres which have been developed as a recreation
center/parks and open spaces, and approximately 76 acres which are undevelopable (detention and drainage facilities, street
right-of-way and lift station site). The table below represents a detailed breakdown of the current acreage and development
in the District.

Approximate
Acres Lots
Single-Family Residential
Alden Springs:
EST=To1 1 o] o I 15 40
Y=ot 0] 12 15 42
Auburn Manor at Riverstone:
EST=To1 o] o T 16 55
Y=ot 0] 12 21 73
ST Tet 0] 1R 23 70
Avalon at Riverstone:
EST=To1 1 o] o I 47 86
Y=ot 0] 12 32 70
ST Tet 0] 1R 26 75
RT<To1 1 0] I O 49 61
RT<To1 1 0] IR 30 63
RT<To1 1 0] o I 27 68
RST<To1 1 0] o IO 11 10
RT<To 0] I O 22 79
RST<To1 1 0] K O 26 60
RST<To 0] TR 7O 28 62
RT<To o] TR = O 15 33
RT<To1 o] T O 10 10
RT<To o] T = SO 40 67
7= ot 0] T O 11 31
RT<To o] T = SO 14 50
LT 1o I I O ) SRS 12 42
T To (0] TR O 17 24
SECtION 15B, PhASE 1 ...ooiiviiiceiiiitie ettt 4 7
SECLION 15B, PhASE 2 ...ooivieiviiicrie ettt 14 31
SECLION LOA ..ttt e et sb e s b e s sbe e s ebe s s sreeeeree e 16 35
RT<To o] TR = O 19 27
SECLION L8A ..ttt b e s b s s be s s b e s s sre e e nbee e 14 35
RT<To o] T = T 23 62
RS7<To1 10 o 122 O IO 42 97
RT<To1 0] 172 O 24 84
RST<To1 1 0] 12O 43 71
RST<To1 0] 172 SO 16 10
RTc o (0] 2 8 21
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Edgewood at Riverstone:

SECHION L.ttt bbb 15

SECHION 2.ttt bttt bbbt e 24
ENCIaVE, SECHION L ..eiiiiiiiice et e 19
Ivory Ridge at RIVEISIONE.......coiiiiieiieieie et 34
Ivy Bend at Riverstone..........cc.ccoceeueeee.

Majestic Pointe at Riverstone
Marble Bend at Riverstone:

RT=T03 1 () 1 AR STR

Section 2....

RT=T03 1 [] 1R TSRS
Olive Hill @t RIVEISIONE.........ocicviii ettt 20
Pecan Ridge at RIVEISIONE .......cocoiiiuiriiiiie et 32
PrESIWICK ...t a e e st e e e s s b e e e enes 48

Providence at Riverstone:
Section 1....
RT=T03 1 [0] 1 ERTSTR

Riverstone North:

RT=T03 1 () 1 AP STR
RT=T03 1 [0] 1 ERTSTR
RT=T03 1 [] 1R TSR
Section 4....
Section 5....
Section 6....
Section 7....
Sanders Glen at
Silver Grove at Riverstone:

SECHION L.ttt bbbt nn
SECHION 2.ttt bttt bbbt e
THE ISIANG. ... e
The Villas.....ccocoviiniiice e,
Vintage Trail at Riverstone
Waterside at Riverstone..............c.........
WHISPEI ROCK ...ttt 21
SUBLOTAL ... s
MUlti-Family () oo e 31
COMMEFCIAL (C)..veeneenie ettt e 28
Elementary SChOOL.........ccooiiiiiii e 15
Recreation Center/Parks and Open Spaces (d).......ccccevvereienereneneniennee 27
Future DeVEIOPMENT........c..oiiiiiiiiiie e 285
NON-DeVEIOPADIE () ...coveeeeieiierierie e _76
TOMAIS et 1,768
@) Utilities are currently under construction with an expected completion date of fall 2017.

(b) Includes a 249-unit apartment complex on approximately 13 acres and a 351-unit apartment complex currently under construction on

approximately 18 acres, with an expected completion in fall 2017.

(c) Includes acreage served with trunk utilities for future commercial improvements, including approximately 3 acres on which a gas
station/convenience store and CVS Pharmacy have been constructed and opened, approximately 1 acre on which a day care center has been
constructed and opened and approximately 4 acres on which a retail strip center has been constructed and opened. In addition, utilities are
currently under construction to serve an approximately 20 acre tract which will serve as a grocery chain anchored retail center. See “Status of

Development—Commercial Development.”

(d) Includes a 17-acre recreation center. See “Status of Development—Community Facilities.”

(e) Includes detention and drainage facilities, street right-of-way and lift station site.
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Status of Development

Single-Family Residential: Home construction in the District began in January 2008, and as of May 28, 2017, the District
contained 2,015 single-family homes completed and occupied, 9 single-family homes completed and not occupied, 261
single-family homes in various stages of construction, 519 vacant lots and 42 lots under construction.

Homebuilding: Homebuilders actively building within the District are: Darling Homes, Fedrick Harris, Meritage Homes,
Partners in Building, Perry Homes, Sitterle, Taylor Morrison Homes, Toll Brothers, Westport Homes and Westin Homes.
New homes in the District range in offering prices from approximately $350,000 to over $1,000,000.

Multi-Family Residential: A 249-unit apartment complex, The Retreat at Riverstone, has been constructed on
approximately 13 acres in the District and began leasing in early 2015. Additionally, a 351-unit apartment complex is under
construction on approximately 18 acres in the District with an expected completion date of fall 2017.

Commercial Development: Approximately 28 acres in the District are served with trunk facilities for commercial
development. On approximately 3 of such acres, a CVS Pharmacy, a gas station/convenience store and adjacent strip center
have been constructed and are open for business, on approximately 1 of such acres a day care center has been constructed
and opened and on approximately 4 of such acres a retail strip center has been constructed and opened.

Community Facilities: The Original Developers have constructed an information center and recreational amenities which
include walking trails and three recreation centers with facilities, including a 9,000 square foot clubhouse with fitness and
ballroom facilities, a pool, splash pad, activity pool and playgrounds, a dog park, a pavilion, ten tennis courts and a fishing
pier for use by Riverstone residents. Construction on an approximately 20 acre tract is currently underway for a new
grocery anchored retail center with an expected completion and opening date in the first quarter of 2018.

Additional community facilities are located in the general vicinity of the District. Neighborhood shopping facilities,
including supermarkets, pharmacies, cleaners, restaurants, banking facilities and other retail and service establishments are
located within two miles of the District along areas adjacent to State Highway 6 and US Highway 59. Fire protection for the
District is provided by the City of Sugar Land’s Fire Department. Medical care for District residents is available from two
hospitals which are within 10 miles of the District. The land within the District is located within the boundaries of Fort
Bend Independent School District, and children within the District attend elementary, junior high and high schools of Fort
Bend Independent School District located within three miles of the development in the District.

MANAGEMENT

Board of Directors

The District is governed by the Board of Directors, consisting of five directors, which has control over and management
supervision of all affairs of the District. Directors are elected by the voters within the District for four-year staggered terms.
Directors’ elections are held only in even numbered years. The Directors and Officers of the District are listed below:

Name Title Term Expires
Michael Cabiro President May 2020
John E. Whitmore, 111 Vice President May 2018
Jeff Hogan Secretary May 2020
Travis Van Horn Assistant Secretary May 2018
Haley Millis Treasurer May 2018

While the District does not employ any full time employees, it has contracted for certain services as follows:
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Tax Assessor/Collector

Land and improvements within the District are appraised for ad valorem taxation purposes by the Fort Bend Central
Appraisal District. The District's Tax Assessor/Collector is appointed by the Board of Directors of the District. TaxTech,
Inc. is currently serving in this capacity for the District.

Bookkeeper
The District has engaged McLennan & Associates, L.P. to serve as the District's bookkeeper.

System Operator

The District contracts with Si Environmental, LLC for maintenance and operation of the District's system.

Engineer

The consulting engineer for the District in connection with the design and construction of the District's facilities is Costello,
Inc. (the “Engineer”).

Attorney

The District has engaged The Muller Law Group, PLLC, as general counsel and as Bond Counsel in connection with the
issuance of the Bonds. The legal fees to be paid Bond Counsel for services rendered in connection with the issuance of the
Bonds are based on a percentage of the Bonds actually issued, sold and delivered and, therefore, such fees are earned upon
the sale and delivery of the Bonds.

Financial Advisor

FirstSouthwest, a Division of Hilltop Securities Inc. (the “Financial Advisor”) serves as financial advisor to the District.
The fee to be paid the Financial Advisor is contingent upon sale and delivery of the Bonds.

Auditor
The District’s audited financial statements for the fiscal year ending July 31, 2016 have been prepared by McGrath & Co.,

PLLC. See “APPENDIX A” for a copy of the District's July 31, 2016 audited financial statement. ~The District has
engaged McGrath & Co., PLLC to audit its financial statements for the period ending July 31, 2017.

THE DEVELOPERS

Role of a Developer

In general, the activities of a landowner or developer in a municipal utility district such as the District include designing the
project, defining a marketing program and setting building schedules; securing necessary governmental approvals and
permits for development; arranging for the construction of roads and the installation of utilities; and selling or leasing
improved tracts or commercial reserves to other developers or third parties. While a developer is required by the
Commission to pave streets in sections being financed with proceeds of the Bonds, a developer is under no obligation to a
district to undertake development activities according to any particular plan or schedule. Furthermore, there is no restriction
on a developer's right to sell any or all of the land which the developer owns within a district. In addition, the developer is
ordinarily the major taxpayer within the district during the early stages of development. The relative success or failure of a
developer to perform in the above-described capacities may affect the ability of a district to collect sufficient taxes to pay
debt service and retire bonds.

None of the Developers (hereinafter defined) nor any of their affiliates, is obligated to pay principal of or interest on the
Bonds. Furthermore, none of the Developers has a binding commitment to the District to carry out any plan of development
and each of the Developers may sell or otherwise dispose of its property within the District, or any other assets, at any time,
and the furnishing of information relating to the proposed development by the Developers should not be interpreted as such
a commitment. Prospective purchasers are encouraged to inspect Riverstone in order to acquaint themselves with the nature
of development that has occurred or is occurring within the boundaries of the District. See “INVESTMENT
CONSIDERATIONS.”
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Hillsboro Estates, LLC, Sugar Land Ranch Development, LLC, Sugar Land Ranch Development Il Corp. and
Riverstone 250, Inc.

The original developers of land within the District are Hillsboro Estates, LLC, a Texas limited liability company (“Hillsboro
Estates”), Sugar Land Ranch Development, LLC, a Texas limited liability company, (“Sugar Land Ranch LLC”), Sugar
Land Ranch Development Il Corp., a Texas corporation (“Sugar Land Ranch 11”) and Riverstone 250, Inc., a Texas
corporation (“Riverstone 250, Inc.”). All of the above entities are directly or indirectly owned and/or controlled by Larry D.
Johnson, Lawrence Wong and Rocky Lai. Hillsboro Estates, Sugar Land Ranch LLC, Sugar Land Ranch Il and Riverstone
250, Inc. are collectively referred to herein as the “Original Developers.” These entities currently own 81 acres of
undeveloped land in the District.

Each of these entities was created to own and/or develop land in the Riverstone project, and all of the assets and liabilities
of these entities are related solely to the Riverstone project.

Taylor Morrison of Texas, Inc., Meritage Homes of Texas LLC, Westin Homes and Properties, L.P., Toll Houston
TX, LLC, and Enclave at Riverstone, LLC

In a series of transactions beginning in 2011, Taylor Morrison of Texas Inc., a Texas corporation (“Taylor Morrison”)
purchased 759 acres from the Original Developers to develop such acreage as single family lots. Taylor Morrison began
developing such acreage as Avalon at Riverstone in 2012. Taylor Morrison is also a homebuilder in Avalon at Riverstone.
Taylor Morrison owns approximately 133 acres of undeveloped land in the District.

In 2012, Westin Homes and Properties, L.P. , a Texas limited partnership, (“Westin™) purchased approximately 29 acres
from the Original Developers to develop such acreage as single family lots. Westin Homes began developing such acreage
as Alden Springs in 2013 and is the homebuilder in Alden Springs. Westin Homes does not own any undeveloped land in
the District.

In 2013, Toll Houston TX, LLC, a Texas limited liability company (“Toll”) purchased approximately 21 acres from the
Original Developers to develop such acreage as single family lots. Toll began developing such acreage as Pecan Ridge in
2014. Toll does not own any undeveloped land in the District.

In 2013, Enclave at Riverstone, LLC, a Texas limited liability company (“Enclave”) purchased approximately 26 acres from
the Original Developers, of which approximately 19 acres are within the boundaries of the District, to develop such acreage
as single family lots. Enclave began developing such acreage as The Enclave in 2014. Enclave does not own any
undeveloped land in the District.

An affiliate of the Original Developers is acting as a fee developer to develop the land purchased by Taylor Morrison,
Westin, Toll and Enclave.

In 2011, Meritage Homes of Texas LLC, a Texas limited liability corporation (“Meritage™) purchased 55 acres from the
Original Developers to develop such acreage as single family lots. Meritage began developing such acreage as Auburn
Manor in 2012. Meritage is also a homebuilder in Auburn Manor. Meritage does not own any undeveloped land in the
District.

In 2013, Meritage entered into contract to purchase an additional 140 acres from the Original Developers. Meritage
assigned that contract to a land banker, Community Development Capital Group, LLC, a Delaware limited liability
corporation (“CDCG”). Meritage is responsible for developing the 140 acres and purchases lots from CDCG once the lots
are completed. Meritage has completed construction or is currently under construction of underground facilities on
approximately 113 acres, which is being marketed as Ivory Ridge and Riverstone North. Approximately 27 acres remain to
be developed on the 140 acre tract.

The Original Developers, Taylor Morrison, Meritage, Westin, Toll and Enclave are collectively referred to herein as the
“Developers.”

Development Management

The overall development of the Riverstone project is being managed by The Johnson Development Corp. Larry D.
Johnson, President of The Johnson Development Corp., has over 36 years of experience in real estate development. Mr.
Johnson’s real estate activities include over 77 projects resulting in the development of nearly 40,000 acres of multi-use
commercial parks, office buildings, retail centers, residential subdivisions, master planned golf course communities and
multi-family housing. In the Houston metropolitan area, Mr. Johnson has been involved in the development of
Steeplechase, Sienna Plantation, Silverlake, Fall Creek, Tuscan Lakes, Edgewater and Woodforest.
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THE SYSTEM
Requlation

According to the Engineer, the District's water supply and distribution, wastewater collection, and storm drainage facilities
(collectively, the “System™) have been designed in accordance with accepted engineering practices and the then-current
requirements of various entities having regulatory or supervisory jurisdiction over the construction and operation of such
facilities. The construction of the System was required to be accomplished in accordance with the standards and
specifications of such entities and is subject to inspection by each such entity. Operation of the System must be
accomplished in accordance with the standards and requirements of such entities. The Commission exercises continuing
supervisory authority over the District. Discharge of treated sewage is subject to the regulatory authority of the Commission
and the U.S. Environmental Protection Agency. Construction of drainage facilities is subject to the regulatory authority of
the City of Sugar Land (the “City”), Fort Bend County and, in some instances, the Commission. Fort Bend County and the
City also exercise regulatory jurisdiction over the System. The regulations and requirements of entities exercising
regulatory jurisdiction over the System are subject to further development and revision which, in turn, could require
additional expenditures by the District in order to achieve compliance. In particular, additional or revised requirements in
connection with any permit for the wastewater treatment plant in which the District owns capacity beyond the criteria
existing at the time of construction of the plant could result in the need to construct additional facilities in the future. The
following descriptions are based upon information supplied by the District's Engineer.

Water, Sanitary Sewer and Drainage Facilities

Construction of the District's System has been financed with funds advanced by the Developers, a portion of which will be
reimbursed with proceeds from sale of the Bonds and a portion of which will be reimbursed with the proceeds from sale of
future bonds.

Source of Water Supply: The District obtains wholesale water supply from the City of Sugar Land (the “City”) pursuant to a
Water Supply and Wastewater Services Contract (the “Utility Agreement”) between the District and the City. All water
production facilities are owned and maintained by the City. According to the City, the City’s water plant facilities which
serve the District consists of 32,950 gallons per minute (“gpm”) of well capacity, a 9.0 mgd surface water treatment plant,
14,450,000 gallons of ground storage tank capacity, booster pumps totaling 72,600,000 gallons per day capacity, 6,200,000
gallons of elevated storage tank capacity and appurtenant equipment. According to the Utility Agreement, the District has
the right to purchase capacity from the City through connection fees as property is platted. Proceeds from the Outstanding
Bonds were used to purchase 2,096 equivalent single family connections, and a portion of the Bond proceeds will be used to
purchase water supply capacity to serve an additional 562 equivalent single family connections. The Developers have
advanced funds for an additional 40 equivalent single family connections which will be reimbursed with proceeds from a
future bond issue. Additional water supply capacity will be required for full development of the District. The District has
an emergency water interconnect with Fort Bend County Municipal Utility District No. 129. The District currently serves
approximately 2,245 single-family homes constructed or under construction.

The District has constructed, and conveyed to the City of Sugar Land for ownership and operation, a 2.0 million gallons per
day tertiary treatment plant to produce Type 1 effluent for the purpose of providing irrigation water and lake make up water
to property within the District. The plant consists of cloth filters and tanks, 200,000 gallons of ground storage, 2,000 gpm
booster pump capacity and 10,000 gallons of hydropneumatic tank capacity with associated appurtenances.

Subsidence and Conversion to Surface Water Supply: The District is within the boundaries of the Fort Bend Subsidence
District (the “Subsidence District™), which regulates groundwater withdrawal, including the water supplied to the District by
the City. The City’s authority to pump groundwater is subject to an annual permit issued by the Subsidence District. The
Subsidence District has adopted regulations requiring reduction of groundwater withdrawals through conversion to alternate
source water (e.g., surface water) in certain areas within the Subsidence District’s jurisdiction, including the area within the
District.

The Subsidence District’s regulations require the City, individually or collectively with other water users, to: (i) have
prepared a groundwater reduction plan (“GRP”) and obtained certification of the GRP from the Subsidence District; (ii)
limit groundwater withdrawals to no more than 70% of the total annual water demand of the water users within the GRP,
beginning January 2014; and (iii) limit groundwater withdrawals to no more than 40% of the total annual water demand of
the water users within the GRP, beginning January 2025. The City has prepared and filed its GRP with the Subsidence
District.
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If the City of Sugar Land, together with the participants in its GRP, fails to comply with the above Subsidence District
regulations, such entities will be subject to a $6.50 per 1,000 gallons disincentive fee penalty imposed by the Subsidence
District for any groundwater withdrawn in excess of 70% of the total annual water demand after January 2014 (40% in
2025).

The GRP fee for the District that is currently being charged by the City of Sugar Land is $1.88 per 1,000 gallons pumped,
and this fee is passed through to the District’s customers as part of the District’s standard monthly water and sewer bills.
The rate is anticipated to increase in the future and the District cannot predict the amount or level of fees and charges which
may be due to the City of Sugar Land in the future. The District may continue to pass such fees through to its customers
through higher water rates or the District may pay for such fees with portions of maintenance tax proceeds, if any. In
addition, conversion to surface water could necessitate improvements to the System which could require the issuance of
additional bonds by the District. No representation is made that the City of Sugar Land: (i) will build the necessary
facilities to continue to meet the requirements of the Subsidence District for conversion to surface water, or (ii) will
continue to comply with the Subsidence District’s surface water conversion requirements.

Source of Wastewater Treatment: The District obtains its wastewater treatment services from the City of Sugar Land (the
“City”) pursuant to the Utility Agreement between the District and the City. All wastewater treatment facilities are owned
and maintained by the City. The Plant is designed to have an ultimate capacity of 10.0 million gallons per day (“GPD”).
The District has contracted for 4,532 equivalent single family connections (or approximately 1.359 million GPD, which
amount is, in the opinion of the District’s Engineer, sufficient capacity for ultimate build-out in the District. The Plant
currently has a capacity of 7.5 million GPD. Proceeds from the Outstanding Bonds were used to purchase 2,096 equivalent
single family connections, and a portion of the Bond proceeds will be used to purchase an additional 562 equivalent single
family connections. An additional 40 equivalent single family connections have been purchased as permanent wastewater
capacity and will be financed in a future bond issue. The District plans to purchase additional capacity as property is
platted.

Flood Protection: Flood protection for land within the District and the majority of Riverstone is provided by LID 15. The
boundaries of LID 15 encompass approximately 2,299 acres. Hillsboro Estates and Sugar Land Ranch Development,
L.L.C. financed the construction of the levee, which together with other LID 15 improvements removed approximately
2,299 acres within LID 15’s boundaries, including all of the land within the District, from the 100 year floodplain
designation of the Brazos River.

Based upon the current Flood Insurance Rate Map panel dated April 2, 2014, Flood Insurance Rate Maps of Federal
Emergency Management Agency (“FEMA”), all of the developable land within the District that is located inside the
boundaries of LID 15 has been removed from the 100-year floodplain of the Brazos River.

Additional flood protection improvements, including detention ponds and drainage outfall structures, will be necessary for

development of the remaining acreage in the District and in the undeveloped portions of LID 15 which are not in the
District.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

21



Use and Distribution of Bond Proceeds

Proceeds from the Bonds will be used to retire the 2017 BAN and reimburse the Developers for the remaining portion of the
costs of projects. The estimated use and distribution of Bond proceeds is shown below.

CONSTRUCTION RELATED COSTS

Construction and Engineering Costs Approved by the TCEQ. . ... $ 13,726,890
Land Acquisition Costs Approved by the TCEQ. . ...ttt i 10,109
Accrued Interest 0n ConsStruCtion COStS. ... vttt e 1,754,344
Total Construction Related CoStTS. .. ...\ttt e e $ 15,491,343

BOND ANTICIPATION NOTECOSTS

Estimated Bond Anticipation Note Interest. . ... e $ 331,500
Issuance Costs and Professional Fees. . ... 226,601
Total Bond Anticipation NOte COSTS. . .. oottt e e $ 558,101

NON-CONSTRUCTION COSTS

Undernwriter's DISCOUNT(A). . .. ..o oottt e e $ 523,500

Total NON-CoNSTrUCTION COSTS. . ..\ttt e e e e e e e $ 523,500
ISSUANCE COSTS AND FEES

Issuance Costs and Professional Fees. . ... $ 708,931

Bond Application Report CoStS. .. ..o ottt 115,000

State RegUIATONY FeeS. ... oo e 53,125

Total Issuance Costs AN FEES. . . ...\ttt e $ 877,056
TOTALBOND ISSUEREQUIREMENT . . .. ... i e $ 17,450,000

(@) The Commission approved a maximum Underwriter’s Discount of $523,500 or 3% of the Bonds.

In the event approved estimated amounts exceed actual costs, the difference comprises a surplus which may be expended for
uses in accordance with the rules of the Commission. In the event actual costs exceed previously approved estimated
amounts and contingencies, additional Commission approval and the issuance of additional bonds may be required.

Future Debt

The Developers have financed or are financing the engineering and construction costs of underground utilities to serve
Avalon at Riverstone, Sections 12A-12C, 18A, 18B and 20, as well as certain other District improvements including other
water and wastewater line extensions. After reimbursement from sale of the Bonds, the Developers will have expended
approximately $11,000,000 (as of June 30, 2017) for design, construction and acquisition of District water, sanitary sewer
and drainage facilities and water and wastewater connection fees not yet reimbursed. It is anticipated that proceeds from
future issues of District bonds will be used, in part, to reimburse the Developers for these costs to the extent allowed by the
Commission. The District anticipates the issuance of additional bonds in the future. Additionally, the District contains
approximately 285 acres of developable land not presently served with water distribution, wastewater collection and storm
drainage facilities. It is anticipated that additional bonds will be issued to finance the construction of these facilities to serve
this undeveloped acreage. The District can make no representation that any additional development will occur within the
District. The Engineer has stated that the District’s authorized but unissued bonds will be adequate, under present land use
projections, to finance such improvements.
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UNLIMITED TAX BONDS AUTHORIZED BUT UNISSUED

Date of Amount Issued Amount
Authorization Purpose Authorized to Date Unissued
05/12/2007 Water, Sanitary Sewer
and Drainage and Refunding $123,450,000  $87,075,000* $36,375,000
* Includes the Bonds.
FINANCIAL STATEMENT
2017 Taxable ASSESSEU VAIUALION......c..ciiiiiiiieie ettt $1,309,315,404(a)
Estimated Taxable Assessed Valuation as of JUlY 1, 2017 .......c.cocoiiiiiiiiiiiiis e $1,482,888,417(b)
District Debt:
Outstanding Bonds (aS 0F JUNE 30, 2017) ....ccueiieiiieieie ittt e bbb $ 67,465,000
THE BONUS ...ttt bbb bR R R Rt R bRt et 17,450,000
Gross Debt Outstanding (after issuance 0f the BONS) .......cc.ooiiiiiiiiiiiiie s $84,915,000
Ratio of Gross Debt to 2017 Taxable Assessed ValUation ..o 6.49%
Ratio of Gross Debt to Estimated Taxable Assessed Valuation as of July 1, 2017 ........ccccceieiiiiiininniecininne 5.73%

Area of District — 1,768 acres
Estimated 2017 Population — 7,550 (c)

@) The Fort Bend Central Appraisal District (the “Appraisal District”) has certified $1,240,619,088 as of January 1, 2017.
According to the Appraisal District, there are properties remaining uncertified totaling $76,329,240. The above listed assessed
value includes 90% of the uncertified value for an estimated uncertified value of $68,696,316.

(b) As estimated by the Appraisal District as of July 1, 2017 for informational purposes only. The 2017 Preliminary assessed
valuation established by the Appraisal District has been updated to add the estimated value of improvements constructed from
January 1, 2017 to July 1, 2017. This estimate has no official status. Taxes are levied based on value as certified by the
Appraisal District as of January 1 of each year. Consequently, this estimate will not be used to produce tax revenue for the
District. See “TAX PROCEDURES.”

(c) Based on 3.5 persons per single family connection and 2 persons per apartment unit on the 249-unit complex. The 351-unit
complex currently under construction is not included in calculation.

Cash and Investment Balances (unaudited as of July 24, 2017)

Construction Fund Cash and Temporary Investments $2,112,940
Operating Fund Cash and Temporary Investments $3,556,361
Debt Service Fund Cash and Temporary Investments $8,471,014(a)

(@ Includes funds for September 1, 2017 debt service payment in the amount of $3,443,538. Neither Texas law nor the Bond
Resolution requires the District to maintain any minimum balance in the Debt Service Fund.

23



QOutstanding Bonds

Original Principal

Principal Outstanding
Series Amount as of 6/30/2017
2010 $ 3,045,000 $ 2,660,000
2013 3,950,000 3,500,000
2014 14,220,000 13,545,000
2015 21,760,000 21,110,000
2016 26,650,000 26,650,000

Total Bonds Outstanding $ 67,465,000

Short Term Debt

The District sold a $11,050,000 Bond Anticipation Note, Series 2017 (the “2017 BAN”) on March 30, 2017, with a
maturity date of March 29, 2018. The District will use Bond proceeds to redeem the 2017 BAN prior to maturity. Proceeds
from the 2017 BAN were used to reimburse the Developers for certain costs as shown under “THE SYSTEM—Use and
Distribution of Bond Proceeds” herein.

ESTIMATED OVERLAPPING DEBT STATEMENT

Expenditures of the various taxing entities within the territory of the District are paid out of ad valorem taxes levied by such
entities on properties within the District. Such entities are independent of the District and may incur borrowings to finance
their expenditures. This statement of direct and estimated overlapping ad valorem tax bonds (“Tax Debt”) was developed
from information contained in the “Texas Municipal Reports” published by the Municipal Advisory Council of Texas.
Except for the amounts relating to the District, the District has not independently verified the accuracy or completeness of
such information, and no person should rely upon such information as being accurate or complete. Furthermore, certain of
the entities listed may have issued additional bonds since the date hereof, and such entities may have programs requiring the
issuance of substantial amounts of additional bonds, the amount of which cannot be determined. The following table
reflects the estimated share of the overlapping Tax Debt of the District.

Taxing Outstanding Overlapping
Jurisdiction Bonds As of Percent Amount
Fort Bend County .......ccccoveeninicieniniceninienens $389,263,978 (a) 05/31/17 1.25% $4,865,800
Fort Bend Independent School District .......... 900,138,767 05/31/17 2.18 63,977,680
Fort Bend County LID 15.........ccocoeieineicninnns 102,550,000 (b) 05/31/17 70.47 72,266,985
Total Estimated Overlapping Debt $141,110,465
The DIStriCt....ccoiiiieiee e 84,915,000 (c) current 100.00 84,915,000
Total Direct and Estimated Overlapping Debt $226,025,465
Ratio of Total Direct and Estimated Overlapping Debt to:
2017 Taxable ASSESSE VAIUBLION. ........cuiiiiriiiiiiieit bbbttt 17.26%
Estimated Taxable Assessed Valuation as of JUlY 1, 2017 ..ot 15.24%

(@)  Does not include the Toll Road Bonds considered to be self-supporting.
(b)  Includes $11,750,000 Unlimited Tax Levee Improvement Bonds, Series 2017 which are expected to be issued on July 25, 2017.
(c)  Includes the Bonds and the Outstanding Bonds.

Overlapping Tax Rates for 2016

2016 Tax Rate per
$100 Assessed Valuation
Fort Bend County (including Drainage District) $0.47400
Fort Bend Independent School District 1.34000
Fort Bend LID 15 0.73000
The District 0.70000
Total Overlapping Tax Rate $3.2440
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TAX DATA

Tax Collections
The following statement of tax collections sets forth in condensed form the historical tax collection experience of the

District. This summary has been prepared for inclusion herein, based upon information from District records. Reference is
made to these records for further and more complete information.

Total Collections

Tax Assessed Tax Tax as of 6/30/2017

Year Valuation Rate Levy Amount Percent
2012 $ 90,995,491 $0.70 $ 636,968 $ 636,968 100.00%
2013 169,210,190 0.70 1,184,471 1,184,471 100.00%
2014 354,219,773 0.70 2,479,538 2,478,413 99.95%
2015 701,556,853 0.70 4,910,898 4,899,160 99.76%
2016 1,033,615,251 0.70 7,235,201 7,149,634 98.82%

Taxes are due October 1 and become delinquent if not paid before February 1 of the year following the year in which
imposed. No split payments are allowed, and no discounts are allowed.

Tax Rate Distribution

2016 2015 2014 2013 2012

Debt Service $ 0.580 $ 0.605 $ 0.600 $ 0.600 $ 0.510
M aintenance & Operations 0.120 0.095 0.100 0.100 0.190
Total $ 0.700 $ 0.700 $ 0.700 $ 0.700 $ 0.700

Tax Rate Limitations

Debt Service: Unlimited (no legal limit as to rate or amount).
Maintenance and Operations: $1.00 per $100 assessed valuation.

Debt Service Tax

The Board covenants in the Bond Resolution to levy and assess, for each year that all or any part of the Bonds remain
outstanding and unpaid, a tax adequate to provide funds to pay the principal of and interest on the Bonds. For the tax year
2016, the Board levied a debt service tax in the amount of $0.58 per $100 assessed valuation.

Maintenance Tax

The Board of Directors of the District has the statutory authority to levy and collect an annual ad valorem tax for
maintenance of the District's improvements, if such maintenance tax is authorized by vote of the District's electors. Pursuant
to an election held on May 12, 2007, the Board was authorized to levy such a maintenance tax in an amount not to exceed
$1.00 per $100 of assessed valuation. Such tax is in addition to taxes which the District is authorized to levy for paying
principal and interest on the District's bonds. For the 2016 tax year, the Board levied a maintenance tax in the amount of
$0.12 per $100 assessed valuation.

Tax Exemptions

As discussed in the section titled “TAX PROCEDURES” herein, certain property in the District may be exempt from
taxation by the District. For tax year 2017, the District has granted a $25,000 tax exemption on residential homesteads for
persons 65 years of age or older or disabled. The Developers have executed a Waiver of Special Appraisal, waiving its
right to claim any agriculture or open space exemptions, or any other type of exemption or valuation, for the property it
owns within the District that would reduce the assessed value of such land below its market value for purposes of ad
valorem taxation by the District. Such waiver is binding for a period of thirty years.
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Additional Penalties

The District has contracted with a delinquent tax attorney to collect certain delinquent taxes. In connection with that
contract, the District established an additional penalty of twenty percent (20%) of the tax to defray the costs of collection.
This 20% penalty applies to taxes that either: (1) become delinquent on or after February 1 of a year, but not later than May
1 of that year, and that remain delinquent on April 1 (for personal property) and July 1 (for real property) of the year in
which they become delinquent or (2) become delinquent on or after June 1, pursuant to the Texas Property Tax Code.

Principal Taxpayers

The following list of principal taxpayers was provided by the District's Tax Assessor/Collector based upon the certified
portion of the 2017 tax roll ($1,240,619.088). Lists of principal taxpayers based upon the uncertified portion of the 2017 tax
roll ($68,696,316) and the Estimated Taxable Assessed Valuation as of July 1, 2017 are not available.

2017 % of 2017

Assessed Assessed

Taxpayer Type of Property Valuation Valuation
The Retreat at Riverstone LLC Land & Improvement $ 27,544,820 2.22%
Taylor Morrison of Texas Inc. (a) Land, Improvement & Personal 24,236,690 1.95%
CPR/AR Riverstone Owner LP Land & Improvement 9,317,650 0.75%
Meritage Homes of Texas LLC (a) Land & Improvement 8,089,760 0.65%
River LJ Properties LP Land & Improvement 5,097,687 0.41%
Westport Builders LP Land & Improvement 4,298,750 0.35%
Individual Land & Improvement 4,220,790 0.34%
Newmark Homes Houston LLC Land, Improvement & Personal 4,123,630 0.33%
Darling Homes of Texas LLC Land & Improvement 3,420,470 0.28%
Individual Land & Improvement 3,071,340 0.25%
Total $ 93,421,587 7.53%

(@) See“THE DEVELOPERS.”

Summary of Assessed Valuation

The following summary of the 2017, 2016, and 2015 certified assessed valuation is provided by the District's Tax
Assessor/Collector based on information contained in the 2017, 2016, and 2015 certified tax rolls of the District.
Breakdowns of the uncertified portion of the 2017 tax roll and the Estimated Taxable Assessed Valuation as of July 1, 2017
are not available from the Appraisal District. Information in this summary may differ slightly from the assessed valuations
shown herein due to differences in dates of data.

2017 2016 2015
Land $ 292,845,786 $ 255,699,179 $192,780,829
Improvements 974,375,413 798,437,590 513,076,620
Personal Property 4,034,940 4,827,360 3,520,280
BExemptions (30,637,051) (25,348,878) (7,820,876)
Uncertified 68,696,316 - -

Total Assessed Valuation $ 1,309,315,404 $1,033,615,251 $ 701,556,853
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Tax Adequacy for Debt Service

The calculations shown below assume, solely for purposes of illustration, no increase or decrease in assessed valuation over
the 2017 Taxable Assessed Valuation and Estimated Taxable Assessed Valuation as of July 1, 2017, no use of available
funds, and utilize tax rates necessary to pay the District's average and maximum annual debt service requirements on the
Bonds.

Average annual debt service requirement (2017-2040)........cccoooeiirieiieeieiene e $5,048,411
$0.41 tax rate on the 2017 Taxable Assessed Valuation
of $1,309,315,404 at a 95% collection rate Produces ........c.ccccvervrveerrserereseesieeesenes $5,099,783
$0.36 tax rate on the Estimated Taxable Assessed Valuation as of July 1, 2017
of $1,482,888,417 at a 95% collection rate Produces ........cccccevvvvvveerrseesrseiesis e $5,071,478
Maximum annual debt service requirement (2018)........ccccoceiiiiiirieiieieee e $5,980,956
$0.49 tax rate on the 2017 Taxable Assessed Valuation
of $1,309,315,404 at a 95% collection rate Produces .........cccccevvrvereiesseiereecesisereseenens $6,094,863
$0.43 tax rate on the Estimated Taxable Assessed Valuation as of July 1, 2017
of $1,482,888,417 at a 95% collection rate Produces ..........cceerirverieriseriseeee e $6,057,599
TAX PROCEDURES

Authority to Levy Taxes

The Board is authorized to levy an annual ad valorem tax, without legal limitation as to rate or amount, on all taxable
property within the District in an amount sufficient to pay the principal of and interest on the Outstanding Bonds, the Bonds
and any additional bonds payable from taxes which the District may hereafter issue (see “INVESTMENT
CONSIDERATIONS—Future Debt”) and to pay the expenses of assessing and collecting such taxes. The District agrees in
the Bond Resolution to levy such a tax from year to year as described more fully herein under “THE BONDS—Source of
and Security for Payment.” Under Texas law, the Board may also levy and collect an annual ad valorem tax for the
operation and maintenance of the District and for the payment of certain contractual obligations. See “TAX DATA.”

Property Tax Code and County-Wide Appraisal District

Title | of the Texas Tax Code (the “Property Tax Code”) specifies the taxing procedures of all political subdivisions of the
State of Texas, including the District. Provisions of the Property Tax Code are complex and are not fully summarized here.

The Property Tax Code requires, among other matters, county-wide appraisal and equalization of taxable property values
and establishes in each county of the State of Texas an appraisal district with the responsibility for recording and appraising
property for all taxing units within a county and an appraisal review board with responsibility for reviewing and equalizing
the values established by the appraisal district. The Fort Bend Central Appraisal District (the “Appraisal District”) has the
responsibility for appraising property for all taxing units within Fort Bend County, including the District. Such appraisal
values are subject to review and change by the Fort Bend County Appraisal Review Board (the “Appraisal Review Board™).

Property Subject to Taxation by the District

Except for certain exemptions provided by Texas law, all real property, tangible personal property held or used for the
production of income, mobile homes and certain categories of intangible personal property with a tax situs in the District are
subject to taxation by the District. Principal categories of exempt property include, but are not limited to: property owned
by the State of Texas or its political subdivisions if the property is used for public purposes; property exempt from ad
valorem taxation by federal law; certain household goods, family supplies, and personal effects; certain goods, wares and
merchandise in transit; farm products owned by the producer; certain property of charitable organizations, youth
development associations, religious organizations, and qualified schools; designated historical sites; and most individually
owned automobiles.

In addition, the District may by its own action exempt residential homesteads of persons sixty-five (65) years or older and of
certain disabled persons to the extent deemed advisable by the Board. The District may be required to offer such an
exemption if a majority of voters approve it at an election. The District would be required to call such an election upon
petition by twenty percent (20%) of the number of qualified voters who voted in the preceding election. The District is
authorized by statute to disregard exemptions for the disabled and elderly if granting the exemption would impair the
District's obligation to pay tax supported debt incurred prior to adoption of the exemption by the District.
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In addition to the foregoing, subject to certain statutory conditions, several exemptions may apply to disabled veterans or
certain surviving family members of disabled veterans or members of the armed forces. The District must grant exemptions
to disabled veterans or certain surviving dependents of disabled veterans, if requested, of between $5,000 and $12,000
depending on the disability rating of the veteran. A veteran who receives a disability rating of 100% is entitled to an
exemption for the full amount of the veteran’s residence homestead. Under certain conditions, this exemption may also
extend to the surviving spouse of a disabled veteran for such property. Additionally, if a residence homestead has been
donated by a charitable organization, a partially disabled veteran, or certain surviving spouses of partially disabled veterans,
may seek an exemption from taxation of a percentage of the appraised value of their residence homestead in an amount
equal to the partially disabled veteran's disability rating. Also, the surviving spouse of a member of the armed forces who
was killed in action is, subject to certain conditions, entitled to an exemption of the total appraised value of the surviving
spouse's residence homestead, and subject to certain conditions, an exemption up to the same amount may be transferred to
a subsequent residence homestead spouse. See “TAX DATA.”

Residential Homestead Exemptions: The Property Tax Code authorizes the governing body of each political subdivision in
the State of Texas to exempt up to twenty percent (20%) (not less than $5,000) of the appraised value of residential
homesteads from ad valorem taxation. Where ad valorem taxes have previously been pledged for the payment of debt, the
governing body of a political subdivision may continue to levy and collect taxes against the exempt value of the homesteads
until the debt is discharged, if the cessation of the levy would impair the obligations of the contract by which the debt was
created. The adoption of a homestead exemption may be considered each year, but must be adopted by May 1. See “TAX
DATA.”

Freeport Goods and Goods-in-Transit Exemptions: A “Freeport Exemption” applies to goods, wares, ores, and
merchandise other than oil, gas, and petroleum products (defined as liquid and gaseous materials immediately derived from
refining petroleum or natural gas), and to aircraft or repair parts used by a certified air carrier acquired in or imported into
Texas which are destined to be forwarded outside of Texas and which are detained in Texas for assembling, storing,
manufacturing, processing or fabricating for less than 175 days. Although certain taxing units may take official action to tax
such property in transit and negate such exemption, the District does not have such an option. A “Goods-in-Transit”
Exemption is applicable to the same categories of tangible personal property which are covered by the Freeport Exemption,
if, for tax year 2011 and prior applicable years, such property is acquired in or imported into Texas for assembling, storing,
manufacturing, processing, or fabricating purposes and is subsequently forwarded to another location inside or outside of
Texas not later than 175 days after acquisition or importation, and the location where said property is detained during that
period is not directly or indirectly owned or under the control of the property owner. For tax year 2012 and subsequent
years, such Goods-in-Transit Exemption is limited to tangible personal property acquired in or imported into Texas for
storage purposes only if such property is stored under a contract of bailment by a public warehouse operator at one or more
public warehouse facilities in Texas that are not in any way owned or controlled by the owner of such property for the
account of the person who acquired or imported such property. A property owner who receives the Goods-in-Transit
Exemption is not eligible to receive the Freeport Exemption for the same property. Local taxing units such as the District
may, by official action and after public hearing, tax goods-in-transit personal property. A taxing unit must exercise its
option to tax goods-in-transit property before January 1 of the first tax year in which it proposes to tax the property at the
time and in the manner prescribed by applicable law. The District has taken official action to allow taxation of all such
goods-in-transit personal property for all prior and subsequent years.

Tax Abatement

Fort Bend County or the City of Sugar Land may designate all or part of the area within the District as a reinvestment zone.
Thereafter, Fort Bend County, the District, and the City of Sugar Land (after annexation of the District), under certain
circumstances, may enter into tax abatement agreements with owners of property within the zone. Prior to entering into a
tax abatement agreement, each entity must adopt guidelines and criteria for establishing tax abatement, which each entity
will follow in granting tax abatement to owners of property. The tax abatement agreements may exempt from ad valorem
taxation by each of the applicable taxing jurisdictions, including the District, for a period of up to ten (10) years, all or any
part of any increase in the assessed valuation of property covered by the agreement over its assessed valuation in the year in
which the agreement is executed, on the condition that the property owner make specified improvements or repairs to the
property in conformity with the terms of the tax abatement. Each taxing jurisdiction has discretion to determine terms for its
tax abatement agreements without regard to the terms approved by the other taxing jurisdictions.
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Valuation of Property for Taxation

Generally, property in the District must be appraised by the Appraisal District at market value as of January 1 of each year.
Once an appraisal roll is prepared and finally approved by the Appraisal Review Board, it is used by the District in
establishing its tax rolls and tax rate. Generally, assessments under the Property Tax Code are to be based on one hundred
percent (100%) of market value, as such is defined in the Property Tax Code. In determining market value, either the
replacement cost or the income or the market data method of valuation may be used, whichever is appropriate.
Nevertheless, certain land may be appraised at less than market value under the Property Tax Code. Increases in the
appraised value of residence homesteads are limited by the Texas Constitution to 10 percent annually regardless of the
market value of the property.

The Property Tax Code permits land designated for agricultural use, open space or timberland to be appraised at its value
based on the land's capacity to produce agricultural or timber products rather than at its market value. The Property Tax
Code permits under certain circumstances that residential real property inventory held by a person in the trade or business
be valued at the price all such property would bring if sold as a unit to a purchaser who would continue the business.
Provisions of the Property Tax Code are complex and are not fully summarized here. Landowners wishing to avail
themselves of the agricultural use, open space or timberland designation or residential real property inventory designation
must apply for the designation and the appraiser is required by the Property Tax Code to act on each claimant's right to the
designation individually. A claimant may waive the special valuation as to taxation by some political subdivisions while
claiming it as to another. If a claimant receives the agricultural use designation and later loses it by changing the use of the
property or selling it to an unqualified owner, the District can collect taxes based on the new use, including taxes for the
previous three (3) years for agricultural use and taxes for the previous five (5) years for open space land and timberland.

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

District and Taxpayer Remedies

Under certain circumstances taxpayers and taxing units (such as the District) may appeal the orders of the Appraisal Review
Board by filing a timely petition for review in State district court. In such event, the value of the property in question will
be determined by the court or by a jury if requested by any party. Additionally, taxing units may bring suit against the
Appraisal District to compel compliance with the Property Tax Code. The Property Tax Code also establishes a procedure
for notice to property owners of reappraisals reflecting increased property value, appraisals which are higher than
renditions, and appraisals of property not previously on an appraisal roll.

Levy and Collection of Taxes

The District is responsible for the levy and collection of its taxes unless it elects to transfer such functions to another
governmental entity. The rate of taxation is set by the Board of Directors, after the legally required notice has been given to
owners of property within the District, based upon: a) the valuation of property within the District as of the preceding
January 1, and b) the amount required to be raised for debt service, maintenance purposes and authorized contractual
obligations. Taxes are due October 1, or when billed, whichever comes later, and become delinquent if not paid before
February 1 of the year following the year in which imposed. However, a person who is (i) 65 years of age or older, (ii)
disabled, or (iii) effective September 1, 2017, qualifies as a disabled Veteran under Texas law, is entitled by law to pay
current taxes on his residential homestead in installments or to receive a deferred or abatement of delinquent taxes without
penalty during the time he owns or occupies his property as his residential homestead. A delinquent tax incurs a penalty of
six percent (6%) of the amount of the tax for the first calendar month it is delinquent, plus one percent (1%) for each
additional month or portion of a month the tax remains unpaid prior to July 1 of the year in which it becomes delinquent. If
the tax is not paid by July 1 of the year in which it becomes delinquent, the tax incurs a total penalty of twelve percent
(12%) regardless of the number of months the tax has been delinquent and incurs an additional penalty for collection costs
of an amount established by the District and a delinquent tax attorney. A delinquent tax on personal property incurs an
additional penalty, in an amount established by the District and a delinquent tax attorney, 60 days after the date the taxes
become delinquent. The delinquent tax accrues interest at a rate of one percent (1%) for each month or portion of a month
it remains unpaid. The Property Tax Code makes provisions for the split payment of taxes, discounts for early payment and
the postponement of the delinquency date of taxes under certain circumstances which, at the option of the District, may be
rejected. The District’s tax collector is required to enter into an installment payment agreement with any person who is
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delinquent on the payment of tax on a residence homestead, if the person requests an installment agreement and has not
entered into an installment agreement with the collector in the preceding 24 months. The installment agreement must
provide for payments to be made in equal monthly installments and must extend for a period of at least 12 months and no
more than 36 months.

Rollback of Operation and Maintenance Tax Rate

The qualified voters of the District have the right to petition for a rollback of the District’s operation and maintenance tax
rate only if the total tax bill on the average residence homestead increases by more than eight percent. If a rollback election
is called and passes, the rollback tax rate is the current year’s debt service and contract tax rates plus 1.08 times the previous
year’s operation and maintenance tax rate. Thus, debt service and contract tax rates cannot be changed by a rollback
election.

District's Rights in the Event of Tax Delinquencies

Taxes levied by the District are a personal obligation of the owner of the property as of January 1 of the year for which the
tax is imposed. On January 1 of each year, a tax lien attaches to property to secure the payment of all state and local taxes,
penalties, and interest ultimately imposed for the year on the property. The lien exists in favor of the State of Texas and
each local taxing unit, including the District, having power to tax the property. The District's tax lien is on a parity with tax
liens of such other taxing units. See “ESTIMATED OVERLAPPING DEBT STATEMENT—OVverlapping Tax Rates for
2015.” A tax lien on real property takes priority over the claim of most creditors and other holders 