OFFICIAL STATEMENT DATED MAY 18, 2020

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

THE BONDS HAVE BEEN DESIGNATED AS “QUALIFIED TAX-EXEMPT OBLIGATIONS” FOR FINANCIAL INSTITUTIONS. See “TAX
MATTERS—QUALIFIED TAX-EXEMPT OBLIGATIONS.”

NEW ISSUE — Book Entry Only Underlying Rating: Moody’s “Al”
Insured Rating: See “MUNICIPAL BOND RATING” and
“MUNICIPAL BOND INSURANCE” herein.

$8,315,000
FORT BEND COUNTY MUNI(,TIPAL UTILITY DISTRICT NO. 138
(4 political subdivision of the State of Texas located within Fort Bend County)
UNLIMITED TAX REFUNDING BONDS

SERIES 2020
Dated: June 1, 2020 Due: March 1, as shown below

The bonds described above (the “Bonds™) are obligations solely of Fort Bend County Municipal Utility District No. 138 (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.

Principal of the Bonds is payable at maturity at the principal payment office of the paying agent/registrar, initially The Bank of New
York Mellon Trust Company, N.A., Dallas, Texas (the “Paying Agent/Registrar”) upon surrender of the Bonds for payment. Interest on the Bonds
accrues from June 1, 2020, and is payable each March 1 and September 1, commencing September 1, 2020, until maturity or prior redemption.
The Bonds will be issued only in fully registered form and in denominations of $5,000 each or integral multiples thereof. The Bonds are subject
to redemption prior to their 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/Registrar 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. See “BOOK-ENTRY-
ONLY SYSTEM.”

ASSURED  The scheduled payment of principal of and interest on the Bonds when due will be guaranteed under a municipal bond insurance
GUARANTY" policy to be issued concurrently with the delivery of the Bonds by ASSURED GUARANTY MUNICIPAL CORP. See

MunIcIPAL “MUNICIPAL BOND INSURANCE” herein.
MATURITY SCHEDULE
Initial Initial

Due Principal Interest Reoffering CUSIP Due Principal Interest Reoffering CUSIP
(March 1) Amount Rate Yield (a) Number (b) (March 1) Amount Rate Yield (a) Number (b)

2022 $ 370,000 4.00% 1.23% 34681X LS9 2029 $765,000 (c) 2.00% 2.01% 34681X LZ3

2023 675,000 4.00 1.36 34681X LT7 2030 775,000 (c¢) 2.00 2.04 34681X MA7

2024 700,000 4.00 1.40 34681X LU4 2031 775,000 (c¢) 2.00 2.07 34681X MBS

2025 720,000 4.00 1.48 34681X LV2 2032 780,000 (c¢) 2.00 2.15 34681X MC3

2026 735,000 4.00 1.55 34681X LWO 2033 255,000 (c) 2.00 2.25 34681X MD1

2027 755,000 (c¢) 3.00 1.70 34681X LX8 2034 255,000 (¢) 2.00 2.30 34681X ME9

2028 755,000 (c¢) 2.00 1.93 34681X LY6

(a) Initial yield represents the initial offering yield to the public which has been established by the Underwriter (as herein defined) for offers to the public and
which may be subsequently changed by the Underwriter and is the sole responsibility of the Underwriter. The initial yields indicated above represent the lower
of the yields resulting when priced to maturity or to the first call date. Accrued interest from June 1, 2020 to the date fixed for delivery is to be added to the
price.

(b) 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 Underwriter shall be responsible for the selection or correctness of the CUSIP numbers set forth herein.

(¢) Bonds maturing on or after March 1, 2027, are subject to redemption prior to maturity at the option of the District, in whole or from time-to- time in part, on
March 1, 2026, or on any date thereafter, at a price equal to the par value thereof plus accrued interest from the most recent Interest Payment Date to the date
fixed for redemption. See “THE BONDS—Redemption Provisions.”

The Bonds, when issued, will constitute valid and legally binding obligations of 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 in the District. THE BONDS ARE
SUBJECT TO SPECIAL INVESTMENT CONSIDERATIONS DESCRIBED HEREIN. Bond purchasers are encouraged to read this OFFICIAL
STATEMENT prior to making an investment decision. The proceeds of the Bonds will be applied to refund certain outstanding bonds of the
District and to pay certain costs in connection with the issuance of the Bonds in order to achieve gross and net present value savings. See “PLAN
OF FINANCING.”

The Bonds are offered by the Underwriter subject to prior sale, when, as and if issued by the District and accepted by the Underwriter,
subject, among other things, to the approval of the initial Bonds by the Attorney General of Texas and the approval of certain legal matters by
Allen Boone Humphries Robinson LLP, Bond Counsel. Certain other legal matters will be passed upon, on behalf of the Underwriter, by McCall,
Parkhurst & Horton L.L.P., Houston, Texas. Delivery of the Bonds in book-entry form through the facilities of the DTC is expected on or about
June 17, 2020.

SAMCO CAPITAL
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USE OF INFORMATION IN OFFICIAL STATEMENT

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, 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 Allen Boone Humphries Robinson LLP., 3200 Southwest Freeway, Suite 2600, Houston,
Texas, 77027-7528 upon payment of the costs of duplication therefor.

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 Underwriter (as herein defined) and thereafter only as specified in “PREPARATION OF THE OFFICIAL
STATEMENT—Updating the Official Statement.”

Assured Guaranty Municipal Corp. (“AGM”) makes no representation regarding the Bonds or the advisability of
investing in the Bonds. In addition, AGM has not independently verified, makes no representation regarding, and does
not accept any responsibility for the accuracy or completeness of this OFFICIAL STATEMENT or any information or
disclosure contained herein, or omitted herefrom, other than with respect to the accuracy of the information regarding
AGM supplied by AGM and presented under the heading “MUNICIPAL BOND INSURANCE” and “APPENDIX B—
Specimen Municipal Bond Insurance Policy.”



SALE AND DISTRIBUTION OF THE BONDS

The Underwriter

The Bonds are being purchased by SAMCO Capital Markets, Inc. (the “Underwriter””) pursuant to a bond purchase
agreement with the District (the “Bond Purchase Agreement”) at a price of $8,580,554.08 (representing the par amount of
the Bonds of $8,315,000.00, plus a net premium on the Bonds of $329,383.75, less an Underwriter’s discount of
$63,829.67) plus accrued interest. The Underwriter’s obligation is to purchase all of the Bonds, if any are purchased. See
“PLAN OF FINANCING—Sources and Uses of Funds.”

Prices and Marketability

The prices and other terms with respect to the offering and sale of the Bonds may be changed from time to time
by the Underwriter after the Bonds are released for sale, and the Bonds may be offered and sold at prices other than the
initial offering prices, including sales to dealers who may sell the Bonds into investment accounts. In connection with the
offering of the Bonds, the Underwriter may over-allot or effect transactions which stabilize or maintain the market prices
of the Bonds at levels above those which might otherwise prevail in the open market. Such stabilizing, if commenced, may
be discontinued at any time.

The District has no control over trading of the Bonds in the secondary market. Moreover, there is no guarantee
that a secondary market will be made in the Bonds. In such a secondary market, the difference between the bid and asked
price of the Bonds may be greater than the difference between the bid and asked price of bonds of comparable maturity
and quality issued by more traditional municipal entities, as bonds of such entities are more generally bought, sold or
traded in the secondary market.

Securities Laws

No registration statement relating to the offer and sale of the Bonds has been filed with the Securities and
Exchange Commission under the Securities Act of 1933, as amended, in reliance upon the exemptions provided thereunder.
The Bonds have not been registered or qualified under the Securities Act of Texas in reliance upon various exemptions
contained therein; nor have the Bonds been registered or qualified under the securities laws of any other jurisdiction. The
District assumes no responsibility for registration or qualification of the Bonds under the securities laws of any other
jurisdiction in which the Bonds may be offered, sold or otherwise transferred. This disclaimer of responsibility for
registration or qualification for sale or other disposition of the Bonds shall not be construed as an interpretation of any kind
with regard to the availability of any exemption from securities registration or qualification provisions in such other
jurisdiction.



OFFICIAL STATEMENT SUMMARY

The following is a brief summary of certain information contained herein which is qualified in its entirety by the
detailed information and financial statements appearing elsewhere in this OFFICIAL STATEMENT. The summary should
not be detached and should be used in conjunction with more complete information contained herein. A full review should
be made of the entire Official Statement and of the documents summarized or described therein.

General...

General...

Impact on the District...

INFECTIOUS DISEASE OUTBREAK (COVID-19)

The World Health Organization has declared a pandemic following the outbreak of COVID-
19, a respiratory disease caused by a new strain of coronavirus (the “Pandemic”), which is
currently affecting many parts of the world, including the United States and Texas. As
described herein under “INVESTMENT CONSIDERATIONS—Infectious Disease Outlook
(COVID-19)”, federal, state and local governments have all taken actions to respond to the
Pandemic, including disaster declarations by both the President of the United States and the
Governor of Texas. Such actions are focused on limiting instances where the public can
congregate or interact with each other, which affects economic growth within Texas.

Since the disaster declarations were made, the Pandemic has negatively affected travel,
commerce, and financial markets locally and globally, and is widely expected to continue
negatively affecting economic growth and financial markets worldwide and within Texas.

Such adverse economic conditions, if they continue, could result in declines in the demand for
residential and commercial property in the Houston area and could reduce or negatively affect
property values within the District. The Bonds are secured by an unlimited ad valorem tax,
and a reduction in property values may require an increase in the ad valorem tax rate required
to pay the Bonds as well as the District’s share of operations and maintenance expenses
payable from ad valorem taxes.

While the potential impact of COVID-19 on the District cannot be quantified at this time, the
continued outbreak of COVID-19 could have an adverse effect on the District’s operations
and financial condition or its rating. The financial and operating data contained herein are the
latest available, but are as of dates and for periods prior to the economic impact of the
Pandemic and measures instituted to slow it. Accordingly, they are not indicative of the
economic impact of the Pandemic on the District’s financial condition. See “INVESTMENT
CONSIDERATIONS—Infectious Disease Outbreak (COVID-19).”

RECENT EXTREME WEATHER EVENTS; HURRICANE HARVEY

The greater Houston area, including Fort Bend County, is subject to occasional severe weather
events, including tropical storms and hurricanes. If substantial damage were to occur to
taxable property within the District as a result of such a weather event, the investment security
of the Bonds could be adversely affected. The greater Houston area has experienced four
storms exceeding a 0.2% probability (i.e. “500-year flood” events) since 2015, including
Hurricane Harvey, which made landfall along the Texas Gulf Coast on August 25, 2017, and
brought historic levels of rainfall during the successive four days.

The City of Sugar Land, Texas (the “City”) operates the water and sewer system in the District.
According to reports from the City, the City’s water and wastewater system serving the District
sustained no material damage and there was no interruption of water and sewer service from
the City as a result of Hurricane Harvey. Further, the District did not receive reports of any
homes or commercial businesses within the District that experienced structural flooding or
other material damage as a result of Hurricane Harvey.

If a future weather event significantly damaged all or part of the improvements within the
District, the assessed value of property within the District could be substantially reduced,
which could result in a decrease in tax revenues and/or necessitate an increase in the District’s
tax rate. Further, there can be no assurance that a casualty loss to taxable property within the
District will be covered by insurance (or that property owners will even carry flood or other
casualty insurance), that any insurance company will fulfill its obligation to provide insurance
proceeds, or that insurance proceeds will be used to rebuild or repair any damaged
improvements within the District. Even if insurance proceeds are available and improvements
are rebuilt, there could be a lengthy period in which assessed values within the District could
be adversely affected. See “INVESTMENT CONSIDERATIONS—Recent Extreme Weather
Events; Hurricane Harvey.”



Description...

Location...

Telfair...

Status of Development...

Fort Bend Levee Improvement
District No. 17...

THE DISTRICT

The District is a political subdivision of the State of Texas, created by order of the Texas
Commission on Environmental Quality (“TCEQ”), on April 1, 2005, and operates pursuantto
Chapters 49 and 54 of the Texas Water Code. The District contains approximately 704 acres
of land. See “THE DISTRICT.”

The District is located approximately 22 miles southwest of the central downtown business
district of the City of Houston and lies wholly within the corporate boundaries of the City. The
District is also located within the boundaries of the Fort Bend Independent School District and
Fort Bend County Levee Improvement District No. 17. Access to the District is provided by
Interstate Highway 69 to University Boulevard. See “THE DISTRICT.”

The District is part of the 2,018 acre master-planned community of Telfair consisting of the
District and three other municipal utility districts and an overlapping levee improvement
district. Approximately 2,839 single-family residential lots have been constructed in Telfair,
including 1,102 in the District. The Houston Museum of Natural Science’s Sugar Land branch
is located in a 43,000 square foot historic building located in Telfair in the District.
Recreational amenities within Telfair include a 2,200 square foot meeting complex and central
sales office, a lake system, a greenbelt system, over five miles of landscaped trails, eleven
neighborhood parks each with open space and playground and two recreational pools, a sand
volley ball court and a playground.

Single family development consisting of 1,102 residential lots on approximately 390 acres has
been completed. Homes have been constructed on all such lots and range in price from
approximately $275,000 to $1,000,000. Residential occupancy for the District is not available
from the City.

Telfair Central is home to the Houston Museum of Natural Science-Sugar Land located in a
43,000 square foot historic building (approximately 5 acres), which is tax-exempt. The Telfair
Community Association owns Telfair Central Hall, a pool and tennis court facilities
(approximately 7 acres), which is also tax exempt. In addition, a Montessori school is located
on approximately 2 acres within the development.

Development of the 14-acre Museum Square at Telfair commercial development is complete
and includes the Telfair Montessori School on approximately 2 acres, four retail centers on a
total of approximately 6 acres, Oyster Creek Animal Hospital on approximately 1 acre and a
medical office building on approximately 2 acres. The Exchange at Telfair includes the
Exchange at Telfair shopping center, Phases I and II, on approximately 19 acres and includes
various retail sites, fast food establishments, a gas station and two multi-story office buildings.
One retail building is complete along Branford Place on approximately 1 acre. The Telfair
East Business Park on approximately 18 acres includes three medical office buildings
constructed on a total of 8 acres and an assisted living facility constructed on approximately 3
acres. University Commons Phase 1 has been constructed on approximately 14 acres which
includes a Burlington Coat Factory, Michaels, CVS Pharmacy, Amegy Bank, and other retail
and food outlets. Adjacent to University Commons is a Costco store located on approximately
16 acres, a Zaxby’s restaurant on approximately 1 acre and a multi-tenant retail center on
approximately 4 acres. The Telfair Lofts apartment complex (317 units total) is located on
approximately 11 acres. Approximately 15 acres are served with utilities for future commercial
development. Approximately 187 acres are not developable and consist of rights-of-way,
detention, open spaces, easements and utility sites. See “THE DISTRICT.”

All of the land within Telfair lies within Fort Bend Levee Improvement District No. 17 (“LID
17), which encompasses approximately 2,331 acres of land. LID 17 has constructed a system
of a levee, detention ponds, channels and other drainage improvements, reclaiming land from
the Brazos River flood-plain, including the land within the District, as well as public
recreational facilities, and has financed the acquisition and/or construction of these facilities
with the proceeds of its unlimited tax bonds. LID 17 currently has $52,155,000 principal
amount of bonds outstanding. In addition, LID 17 has approved preparation and submittal of
a bond application to the TCEQ for $12,000,000 principal amount unlimited tax levee
improvement bonds and $3,145,000 principal amount unlimited tax park bonds and expects
approval and sale of such bonds in late 2020. LID 17 levied a total 2019 tax rate of $0.56 per
$100 of assessed valuation ($0.25 for debt service and $0.31 for maintenance and operations).
See “THE SYSTEM—Flood Protection” and “INVESTMENT CONSIDERATIONS—
Overlapping Debt and Taxes.”



Sugar Land Tax Increment

Reinvestment Zone
No. 4...

Payment Record...

Description...

Book-Entry-Only...

Redemption...

Use of Proceeds...

On December 15, 2009, the City approved the creation of the City of Sugar Land Tax
Increment Reinvestment Zone No. 4 (the “TIRZ No. 4”) encompassing approximately 700
acres. The TIRZ No. 4 is located at the intersection of Interstate Highway 69 and University
Boulevard. Approximately 161 acres of the District lie within the boundaries of the TIRZ No.
4 (commercial development only — no residential property). The purpose of the TIRZ No. 4 is
to fund certain infrastructure costs for entertainment, office and higher density retail
development within its boundaries. Currently, along with the City and Fort Bend County, the
District and one of the other four Telfair districts, Fort Bend County Municipal Utility District
No. 139 (“MUD 139”), are participants in the TIRZ No. 4.

The District receives a tax rebate (the “Rebate”) from the City in an amount equivalent to one-
half of the total amount of taxes levied and collected upon the taxable property within the
District by the City. The District has agreed to contribute to the TIRZ No. 4 the amount of
Rebate the City pays the District from City property taxes on the commercial land within the
District that is also within the boundaries of the TIRZ No. 4. The District’s obligation is for
the term of the TIRZ No. 4 or the final maturity of the District’s debt, whichever is shorter.
The District will continue to receive 100% of the Rebate associated with the residential
development in the District. For tax year 2019, the Rebate amounted to $320,364 and the
District paid $174,770 to TIRZ No. 4. See “UTILITY AGREEMENT BETWEEN THE
DISTRICT AND THE CITY OF SUGAR LAND” and “CITY OF SUGAR LAND TAX
INCREMENT REINVESTMENT ZONE NO. 4.”

The District has previously sold $33,850,000 principal amount of unlimited tax bonds for
water, sewer and drainage facilities in six series, $18,105,000 principal amount of unlimited
tax road bonds in two series, $18,825,000 principal amount of unlimited tax refunding bonds
in three series and $2,685,000 of unlimited tax road refunding bonds in one series. The District
has a total of $36,585,000 principal amount of bonds outstanding as of the date hereof (the
“Outstanding Bonds”). The District has never defaulted in payment on its Outstanding Bonds.
See “FINANCIAL INFORMATION CONCERNING THE DISTRICT (UNAUDITED)—
Outstanding Bonds.”

THE BONDS

$8,315,000 Unlimited Tax Refunding Bonds, Series 2020 (the “Bonds”) mature serially on
March 1 in each year 2022 through 2034, both inclusive, in the principal amounts set forth on
the cover page. Interest accrues from June 1, 2020, at the rates per annum set forth on the cover
page hereof, and is payable September 1, 2020, and each March 1 and September 1 thereafter,
until stated maturity or prior redemption. The Bonds will be issued pursuant to a resolution
authorizing the issuance of the Bonds adopted by the Board (the “Bond Resolution”), in fully
registered form only, in denominations of $5,000 or any integral multiple of $5,000. See “THE
BONDS—Description.”

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

Bonds maturing on or after March 1, 2027 are subject to redemption at the option of the District
in whole or from time to time in part, prior to their maturity dates on March 1, 2026, or on any
date thereafter at a price of par plus unpaid accrued interest from the most recent interest
payment date to the date fixed for redemption. See “THE BONDS—Redemption Provisions.”

Proceeds from the sale of the Bonds and available debt service funds will be used to pay certain
costs incurred in connection with the issuance of the Bonds and to currently refund $8,255,000
of the Outstanding Bonds in order to achieve net savings in the District’s annual debt service
expense. The bonds to be refunded and discharged with Bond proceeds are referred to herein
as the “Refunded Bonds.” After the issuance of the Bonds, $28,330,000 principal amount of
the Outstanding Bonds will remain outstanding (the “Remaining Outstanding Bonds”). See
“FINANCIAL INFORMATION CONCERNING THE DISTRICT (UNAUDITED)—
Outstanding Bonds.”



Authority for Issuance...

Source of Payment

Municipal Bond Rating
And Bond Insurance...

Qualified Tax-Exempt
Obligations...

Bond Counsel...

Financial Advisor ...

Underwriter’s Counsel...

Paying Agent/Registrar...

Escrow Agent...
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The Bonds are the fourth series of bonds issued out of an aggregate of $56,200,000 principal
amount of unlimited tax bonds authorized by the District’s voters for the purpose of refunding
outstanding bonds of the District. The Bonds are issued by the District pursuant to the terms
and conditions of the Bond Resolution, Article XVI, Section 59 of the Texas Constitution,
Chapters 49 and 54 of the Texas Water Code, as amended, Chapter 1207 of the Texas
Government Code, as amended, and the general laws of the State of Texas relating to the
issuance of bonds by political subdivisions of the State of Texas. See “THE BONDS—
Authority for Issuance” ‘“—Issuance of Additional Debt” and “INVESTMENT
CONSIDERATIONS—Future Debt.”

Principal of and interest on the Bonds and the Remaining Outstanding Bonds are payable from
the proceeds of a continuing direct annual ad valorem tax, without legal limitation as to rate or
amount, levied upon all taxable property within the District. The Bonds are obligations of the
District and are not obligations of Fort Bend County, the State of Texas, the City, or any entity
other than the District. See “THE BONDS—Source of Payment.”

It is expected that S&P Global Ratings, a business unit of Standard & Poor’s Financial Services
LLC, (“S&P”) will assign municipal bond ratings of “AA” (stable outlook) to this issue of
Bonds with the understanding that, upon delivery of the Bonds, a municipal bond insurance
policy insuring the timely payment of the principal of and interest on the Bonds will be issued
by Assured Guaranty Municipal Corp (“AGM” or the “Insurer”). Moody’s Investors Service
(“Moody’s”) has assigned an underlying rating of “A1” to the Bonds and in connection with
the issuance of a municipal bond insurance policy by AGM at the time of delivery of the Bonds
is expected to assign a rating of “Al,” such rating is the highest of the underlying rating or
AGM’s financial strength rating. See “INVESTMENT CONSIDERATIONS—Risk Factors
Related to the Purchase of Municipal Bond Insurance,” “MUNICIPAL BOND RATING,”
MUNICIPAL BOND INSURANCE” and “APPENDIX B.”

The Bonds have been designated as “qualified tax-exempt obligations” within the meaning of
Section 265(b) of the Internal Revenue Code of 1986, as amended.

Allen Boone Humphries Robinson LLP, Houston, Texas. See “MANAGEMENT OF THE
DISTRICT,” “LEGAL MATTERS” and “TAX MATTERS.”

Masterson Advisors LLC, Houston, Texas.

McCall, Parkhurst & Horton L.L.P., Houston, Texas.

The Bank of New York Mellon Trust Company, N.A., Dallas, Texas. See “THE BONDS—
Method of Payment of Principal and Interest.”

The Bank of New York Mellon Trust Company, N.A., Dallas, Texas. See “PLAN OF
FINANCING—Escrow Agreement and Defeasance of Refunded Bonds.”

Public Finance Partners LLC, Rockford, Minnesota. See “VERIFICATION OF
MATHEMATICAL CALCULATIONS.”

INVESTMENT CONSIDERATIONS

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



SELECTED FINANCIAL INFORMATION CONCERNING THE DISTRICT (UNAUDITED)

2019 Certified Taxable AsSESSEd VaAlUAtION.........ccieiireieriieieeieieeieete ettt e e seeaesseessesseessenes $867,995,179 (a)
2020 Preliminary Taxable Assessed Valuation ..........coceeiuiiieriiiieiienieieeieeee et $928,727,566 (b)
Gross Direct Debt OULSTANAING ......cc.eoeeriieiiieieie ettt et et ente st e st eneeeseensesseenseeneenees $36,645,000 (c)
Estimated Overlapping Debt ..........cccoceeviiiieniininenenns . 65.116.588 (c)
Gross Direct Debt and Estimated Overlapping Debt $101,761,588
Ratios of Gross Direct Debt to:

2019 Certified Taxable AsSeSSEd VAlUAtION..........ccuieieriieiieieiieieetee et ie et sae e seeeseesaenseseneeeas 4.22%

2020 Preliminary Taxable Assessed ValUation ..........cocceereririrenineninenenesesesesese e 3.95%

Ratios of Gross Direct Debt and Estimated Overlapping Debt to:
2019 Certified Taxable Assessed ValUation..........cccccveieiiieieieieiiieteteteeeeeeee e 11.72%

2020 Preliminary Taxable Assessed Valuation .. 10.96%
Water, Sewer and Drainage Debt Service Fund Balance as of April 13, 2020........cccoceeviiiiininiinieniiienene $2,721,342 (e) (D)
Road Debt Service Fund Balance as of April 13, 2020............c.c......... . 1,433,476 (e

Total Funds Available for Debt Service as of April 13, 2020 ......ccceevieiieiieiieieiecee e $4,154,818 (e)
Operating Funds Available as of April 13, 2020 .......cccccveriieiieiierieeiereeie ettt sreeseesaeseeas $1,495,817
2019 Debt SErvICe TaX RALE.......ccviiiiiiieiiiiiiitiete ettt et ete it eteetesteebeeteesbeessestteseesbesseeseessesseessesssesseessenss $0.28 (g)
2019 Maintenance Tax RALE.........ccceviririiiriiiiire ettt bbb sb et st saeaenee 0.13
2019 TOLAl TAX RALE...c.eeeveteiiieteteiiietetei ettt ettt ettt ettt ettt st s et st e b e b st et s ebese st s esesenennas $0.41
Average Annual Debt Service Requirement (2021-2034)......ccueeiieeienieieeiee et $3,031,963 (c)
Maximum Debt Service Requirement (2021) ......cc.ooieruieiiiiienieierieeie ettt $3,528,325 (¢)
Tax Rates Required to Pay Average Annual Debt Service (2021-2034) at a 95% Collection Rate:

Based upon 2019 Certified Taxable Assessed Valuation .........ccccecceeierieniinienieninieneeseeee e $0.37 (h)

Based upon 2020 Preliminary Taxable Assessed Valuation ...........cccccceeveviiecienieniecienienie e seeneeene e $0.35 (h)
Tax Rates Required to Pay Maximum Annual Debt Service (2021) at a 95% Collection Rate:

Based upon 2019 Certified Taxable Assessed Valuation ..........cceceeeveruierieeieneeiieeienieeieerese e eeee e $0.43 (h)

Based upon 2020 Preliminary Taxable Assessed Valuation ............ccocceveererieneeneniienieneeie e $0.40 (h)
Status of Developments as of April 1, 2020 (i):

Total Residential Lots DEVEIOPEU.........cccevuiriiiiieieieciieieiestieteie sttt ettt eea et e b sse et essesseessesessaessensenes 1,102
HOMES COMPLELEA ..ottt ettt at ettt s ae et e st e s bt e st et e s be s bt eaeebeebeeneensenseens 1,102
MUItE-FAMILY (UNIES).c.tiitieeteiieteeeieie et eetet et e tete st ete e teeseessesteesaessesseesaessesseeseessanseessassensenssessanssassassesenssasean 317
EStimated POPUIALION. .....c..ooiiuiiiiiiiteeet ettt st b ettt et s et e bt et et ebe e st ebenaesaean 4,266 (j)

(a) As certified by the Fort Bend Central Appraisal District (the “Appraisal District”). See “TAXING PROCEDURES.”

(b) Provided by the Appraisal District as a preliminary indication of the 2020 taxable value (as of January 1, 2020). Such amount is subject to protest, review
and downward adjustment prior to certification. No tax will be levied on such amount until it is certified. See “TAXING PROCEDURES.”

(c)  After the issuance of the Bonds. See “See “FINANCIAL INFORMATION CONCERNING THE DISTRICT (UNAUDITED) —Outstanding Bonds” and
“—Debt Service Requirements.”

(d) See “FINANCIAL INFORMATION CONCERNING THE DISTRICT (UNAUDITED)—Estimated Overlapping Debt— Overlapping Taxes.”

(e) Although all of the District’s debt, including the Remaining Outstanding Bonds and the Bonds, is payable from an unlimited tax pledge on parity, a pro
rata portion of the District’s ad valorem tax revenue will be allocated to the Water, Sewer and Drainage Bonds (as defined herein) and a pro rata portion
will be allocated to Road Bonds (as defined herein). See “See “FINANCIAL INFORMATION CONCERNING THE DISTRICT (UNAUDITED)—
Outstanding Bonds.” The Water, Sewer and Drainage Debt Service Fund is not pledged to the Road Bonds and the Road Debt Service Fund is not pledged
to the Water, Sewer and Drainage Bonds (including the Bonds).

() $50,000 will be applied towards the issuance of the Bonds.

(g) For tax year 2019, the total debt service rate of $0.28 per $100 of assessed valuation is comprised of $0.17 for payment of Water, Sewer and Drainage
Bond debt service and $0.11 for payment of Road Bond debt service. See “TAX DATA.”

(h) The District receives a tax rebate from the City equivalent to fifty percent (50%) of the City taxes collected upon taxable value in the District. While the
District anticipates using the City tax rebate to pay debt service on its bonded debt, such revenue is not pledged to the payment of the Bonds or the
Remaining Outstanding Bonds and, therefore, is not included in the calculation of the tax rate requirements. The calculations above are performed without
taking into account receipt of the City rebate (see “UTILITY AGREEMENT BETWEEN THE DISTRICT AND THE CITY OF SUGAR LAND” and
“CITY OF SUGAR LAND TAX INCREMENT REINVESTMENT ZONE NO. 4”) and represent the tax rates required to pay principal of and interest on
the Bonds and the Remaining Outstanding Bonds, when due, assuming no further increase or any decrease in taxable assessed values in the District,
collection of ninety-five percent (95%) of taxes levied, the sale of no additional bonds, and no other funds available for the payment of debt service.

(i) See “THE DISTRICT—Status of Development.”

(j)  The estimated population assumes 95% occupancy of the total number of completed homes and multi family units and 3.5 individuals per occupied single-
family residence and 2 individuals per multifamily unit. Residential occupancy for the District is not available from the City.



OFFICIAL STATEMENT
$8,315,000

FORT BEND COUNTY MUNICIPAL UTILITY DISTRICT NO. 138
(A political subdivision of the State of Texas located within Fort Bend County)

UNLIMITED TAX REFUNDING BONDS
SERIES 2020

This OFFICIAL STATEMENT provides certain information in connection with the issuance by Fort Bend
County Municipal Utility District No. 138 (the “District”) of its $8,315,000 Unlimited Tax Refunding Bonds, Series 2020
(the “Bonds”).

The Bonds are issued pursuant to Article XVI, Section 59 of the Texas Constitution, Chapters 49 and 54 of the
Texas Water Code, as amended, Chapter 1207 of the Texas Government Code, as amended, the general laws of the State
of Texas relating to the issuance of bonds by political subdivisions of the State of Texas, an election held within the District,
and a resolution authorizing the issuance of the Bonds (the “Bond Resolution”) adopted by the Board of Directors of the
District (the “Board”).

This OFFICIAL STATEMENT includes descriptions, among others, of the Bonds and the Bond Resolution, and
certain other information about the District and development activity in 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 Allen Boone Humphries Robinson LLP, Bond Counsel, 3200 Southwest Freeway, Suite 2600,
Houston, Texas 77027, upon payment of duplication costs.

PLAN OF FINANCING
Purpose

At a bond election held within the District on September 10, 2005, voters of the District authorized the issuance
of $56,200,000 principal amount of unlimited tax bonds for the purpose of refunding outstanding bonds of the District.
The Bonds are being issued pursuant to such authorization. The District has a total of $36,585,000 principal amount of
bonds outstanding as of the date hereof (the “Outstanding Bonds”).

The proceeds of the Bonds and available debt service funds will be used to currently refund and defease a portion
of the District’s Unlimited Tax Bonds, Series 2012 and Unlimited Tax Refunding Bonds, Series 2013, collectively totaling
$8,255,000 (the “Refunded Bonds”) in order to achieve a net savings in the District’s debt service expense. The proceeds
will also be used to pay the costs of issuance of the Bonds. See “Sources and Uses of Funds” in this section. The bonds to
be refunded are collectively referred to as the “Refunded Bonds.” See “Refunded Bonds™ in this section. A total of
$28,330,000 in principal amount of the Outstanding Bonds will remain outstanding after the issuance of the Bonds (the
“Remaining Outstanding Bonds”). See “FINANCIAL INFORMATION CONCERNING THE DISTRICT
(UNAUDITED)—Outstanding Bonds,” and “—Debt Service Requirements.”
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Refunded Bonds

Proceeds of the Bonds and available debt service funds will be applied to currently refund the Refunded Bonds
in the principal amounts and with maturity dates set forth below and to pay certain costs of issuing the Bonds.

Maturity Date Series Series
September 1 2012 2013
2022 $ 370,000
2023 $ 285,000 (a) 380,000
2024 285,000 (a) 400,000
2025 285,000 (b) 415,000
2026 285,000 (b) 425,000
2027 285,000 (c) 440,000
2028 285,000 (c) 450,000
2029 285,000 (c) 465,000
2030 285,000 (c) 485,000
2031 285,000 (d) 495,000
2032 285,000 (d) 510,000
2033 285,000 (e) -
2034 285,000 (e) -
$ 3,420,000 $ 4,835,000
Redemption Date: September 1, 2020 September 1, 2020

(a) Represents a term bond in the total principal amount of $570,000, scheduled to mature on September 1, 2024.
(b) Represents a term bond in the total principal amount of $570,000, scheduled to mature on September 1, 2026.
(c) Represents a term bond in the total principal amount of $1,140,000, scheduled to mature on September 1, 2030.
(d) Represents a term bond in the total principal amount of $570,000, scheduled to mature on September 1, 2032.
(e) Represents a term bond in the total principal amount of $570,000, scheduled to mature on September 1, 2034.

Escrow Agreement and Defeasance of Refunded Bonds

The Refunded Bonds, and the interest due thereon, are to be paid on each principal or Interest Payment Date
(defined herein) and on the redemption date from funds to be deposited with The Bank of New York Mellon Trust
Company, N.A. as escrow agent (the “Escrow Agent”).

The Bond Resolution provides that the District and the Escrow Agent will enter into an escrow agreement (the
“Escrow Agreement”) to provide for the discharge and defeasance of the Refunded Bonds. The Bond Resolution further
provides that from the proceeds of the sale of the Bonds and available debt service funds of the District, the District will
deposit with the Escrow Agent the amount necessary to accomplish the discharge and final payment of the Refunded
Bonds. Such funds will be held by the Escrow Agent in a segregated escrow account (the “Escrow Fund”) and used to
purchase United States Treasury Obligations (the “Escrowed Securities”). At the time of delivery of the Bonds, Public
Finance Partners LLC, will verify to the District, the Escrow Agent and the Underwriter that the Escrowed Securities are
sufficient in principal amount and are scheduled to mature at such times and to yield interest in such amounts, together
with uninvested funds, in the Escrow Fund, to pay, when due, the principal of and interest on the Refunded Bonds. See
“VERIFICATION OF MATHEMATICAL CALCULATIONS.” Under the Escrow Agreement, the Escrow Fund is
irrevocably pledged to the payment of principal of and interest on the Refunded Bonds and will not be available to pay
principal of and interest on the Bonds. By the deposit of the Escrowed Securities and cash with the Escrow Agent pursuant
to the Escrow Agreement, and the making of irrevocable arrangements for the giving of notice of redemption of the
Refunded Bonds, the terms of the prior resolutions of the District securing payment of the Refunded Bonds shall have been
satisfied and such Refunded Bonds will no longer be considered outstanding except for the payment out of amounts so
deposited, and the amounts so deposited and invested in the Escrow Fund will constitute firm banking arrangements under
Texas law for the discharge and final payment of the Refunded Bonds.
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Sources and Uses of Funds

The proceeds derived from the sale of the Bonds, exclusive of accrued interest, and available debt service funds
will be applied as follows:

Sources of Funds:

Principal Amount of the BONAS .........c.uieiiiiiiieiie et eae s $8,315,000.00
Plus: Net Premium on the BONAS ........ooiiiviiiiiiiiiiieeceecee ettt eaae s eeaaeeseaeeeeenes 329,383.75
Plus: Transfer from Debt Service FUNd...........ccooiiiiiiiiiiiiic e et 50,000.00

Total SOUICES OF FUNAS ....ccvviiivvieciie e ettt et e enae e ere e et e e enreeeneeennes $8,694,383.75

Uses of Funds:

Deposit to the ESCIOW ACCOUNL .........coiiiieiieiieteeieetiestteieeiesteste st e et eteeseeeseesseesseenseensesnsesseenseessessaens $8,387,675.05
Issuance Expenses and Underwriter’s DIiSCOUNE (@) ....oceevureiirieriieriieiieieeiiesieeie e 306,708.70

TOtal USES OF FUNMAS ......vviiieiiiieececeeeeeeeeee ettt ettt ettt e et e eaaeeaeeeanes $8,694,383.75

(a) Includes municipal bond insurance premium.

THE BONDS

Description

The Bonds will be dated and accrue interest from June 1, 2020, with interest payable each March 1 and September
1, beginning September 1, 2020 (the “Interest Payment Date”), and will mature on the dates and in the amounts and accrue
interest at the rates shown on the cover page hereof. The Bonds are issued in fully registered form, in denominations of
$5,000 or any integral multiple of $5,000. Interest calculations are based on a 360-day year comprised of twelve 30-day
months.

Method of Payment of Principal and Interest

In the Bond Resolution, the Board has appointed The Bank of New York Mellon Trust Company, N.A., in Dallas,
Texas as the initial Paying Agent/Registrar for the Bonds. The principal of the Bonds shall be payable, without exchange
or collection charges, in any coin or currency of the United States of America, which, on the date of payment, is legal
tender for the payment of debts due the United States of America. In the event the book-entry system is discontinued,
principal of the Bonds shall be payable upon presentation and surrender of the Bonds as they respectively become due and
payable, at the principal payment office of the Paying Agent/Registrar in Dallas, Texas and interest on each Bond shall be
payable by check payable on each Interest Payment Date, mailed by the Paying Agent/Registrar on or before each Interest
Payment Date to the Registered Owner of record as of the close of business on the February 15 or August 15 immediately
preceding each Interest Payment Date (defined herein as the “Record Date”), to the address of such Registered Owner as
shown on the Paying Agent/Registrar’s records (the “Register”) or by such other customary banking arrangements as may
be agreed upon by the Paying Agent/Registrar and the Registered Owners at the risk and expense of the Registered Owners.

If the date for payment of the principal of or interest on any Bond is not a business day, then the date for such
payment shall be the next succeeding business day, as defined in the Bond Resolution.

Source of Payment

While the Bonds or any part of the principal thereof or interest thereon remain outstanding and unpaid, the District
covenants to levy and annually assess and collect in due time, form and manner, and at the same time as other District
taxes are appraised, levied and collected, in each year, a continuing direct annual ad valorem tax, without limit as to rate
or amount, upon all taxable property in the District sufficient to pay the interest on the Bonds as the same becomes due
and to pay each installment of the principal of the Bonds as the same matures, with full allowance being made for
delinquencies and costs of collection. In the Bond Resolution, the District covenants that said taxes are irrevocably pledged
to the payment of the interest on and principal of the Bonds and to no other purpose.

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 (the “City”), or any entity other than the District.

Funds
In the Bond Resolution, the Water, Sewer and Drainage Debt Service Fund is confirmed, and the proceeds from
all taxes levied, appraised and collected for and on account of the Bonds authorized by the Bond Resolution shall be

deposited, as collected, in such fund.

The District also maintains a Road Debt Service Fund that is not pledged to the Bonds. Funds in the Road Debt
Service Fund are not available to pay principal and interest on the Bonds.
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Accrued interest on the Bonds shall be deposited into the Water, Sewer and Drainage Debt Service Fund upon
receipt. Any monies remaining after the refunding of the Refunded Bonds and payment of issuance costs will be deposited
into the Water, Sewer and Drainage Debt Service Fund.

Redemption Provisions

Bonds maturing on or after March 1, 2027 are subject to redemption at the option of the District in whole or from
time to time in part, prior to their maturity dates on March 1, 2026, or on any date thereafter at a price of par plus unpaid
accrued interest from the most recent Interest Payment Date to the date fixed for redemption.

Bonds of a denomination larger than $5,000 may be redeemed in part ($5,000 or any multiple thereof). If less
than all the Bonds are redeemed at any time, the maturities of the Bonds to be redeemed shall be selected by the District.
If less than all of the Bonds of a certain maturity are to be redeemed, the particular Bonds or portions thereof to be redeemed
will be selected by the District prior to the redemption date by such random method as the District shall deem fair and
appropriate (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 less than all the Bonds outstanding 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 which would otherwise accrue after the redemption date on any Bond or portion
thereof called for redemption shall terminate on the date fixed for redemption.

Authority for Issuance

At a bond election held within the District on September 10, 2005, voters of the District authorized the issuance
of $56,200,000 principal amount of unlimited tax bonds for the purpose of refunding outstanding bonds of the District.
The Bonds are being issued pursuant to such authorization.

The Bonds are issued by the District pursuant to the terms and conditions of the Bond Resolution, an election
held within the District, Article XVI, Section 59 of the Texas Constitution, Chapters 49 and 54 of the Texas Water Code,
as amended, Chapter 1207 of the Texas Government Code, as amended, and the general laws of the State of Texas relating
to the issuance of bonds by political subdivisions of the State of Texas.

Before the Bonds can be issued, the Attorney General of Texas must pass upon the legality of certain related
matters. The Attorney General of Texas does not guarantee or pass upon the safety of the Bonds as an investment or upon
the adequacy of the information contained in this OFFICIAL STATEMENT.

Registration and Transfer

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.

In the event the “Book-Entry-Only” System is discontinued, each Bond shall be transferable only upon the
presentation and surrender of such Bond at the principal payment office of the Paying Agent/Registrar, duly endorsed for
transfer, or accompanied by an assignment duly executed by the Registered Owner or his authorized representative in form
satisfactory to the Paying Agent/Registrar. Upon due presentation of any Bond in proper form for transfer, the Paying
Agent/Registrar has been directed by the District to authenticate and deliver in exchange therefor, within three (3) business
days after such presentation, a new Bond or Bonds, registered in the name of the transferee or transferees, in authorized
denominations and of the same maturity and aggregate principal amount and paying interest at the same rate as the Bond
or Bonds so presented.

All Bonds shall be exchangeable upon presentation and surrender thereof at the principal payment office of the
Paying Agent/Registrar for a Bond or Bonds of the same maturity and interest rate and in any authorized denomination in
an aggregate amount equal to the unpaid principal amount of the Bond or Bonds presented for exchange. The Paying
Agent/Registrar is authorized to authenticate and deliver exchange Bonds. Each Bond delivered shall be entitled to the
benefits and security of the Bond Resolution to the same extent as the Bond or Bonds in lieu of which such Bond is
delivered.
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Neither the District nor the Paying Agent/Registrar shall be required to transfer or to exchange any Bond during
the period beginning on a Record Date and ending the next succeeding Interest Payment Date or to transfer or exchange
any Bond called for redemption during the thirty (30) day period prior to the date fixed for redemption of such Bond.

The District or the Paying Agent/Registrar may require the Registered Owner of any Bond to pay a sum sufficient
to cover any tax or other governmental charge that may be imposed in connection with the transfer or exchange of such
Bond. Any fee or charge of the Paying Agent/Registrar for such transfer or exchange shall be paid by the District.

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.

Lost, Stolen or Destroyed Bonds

In the event the Book-Entry-Only System should be discontinued, upon the presentation and surrender to the
Paying Agent/Registrar of a mutilated Bond, the Paying Agent/Registrar shall authenticate and deliver in exchange therefor
a replacement Bond of like maturity, interest rate and principal amount, bearing a number not contemporaneously
outstanding. If any Bond is lost, apparently destroyed, or wrongfully taken, the District, pursuant to the applicable laws of
the State of Texas and in the absence of notice or knowledge that such Bond has been acquired by a bona fide purchaser,
shall, upon receipt of certain documentation from the Registered Owner and an indemnity bond, execute and the Paying
Agent/Registrar shall authenticate and deliver a replacement Bond of like maturity, interest rate and principal amount
bearing a number not contemporaneously outstanding.

Registered owners of lost, stolen or destroyed bonds will be required to pay the District’s costs to replace such
bonds. In addition, the District or the Paying Agent/Registrar may require the Registered Owner to pay a sum sufficient to
cover any tax or other governmental charge that may be imposed.

Issuance of Additional Debt

The District voters have authorized the issuance of $56,200,000 principal amount of unlimited tax bonds for the
purpose of refunding outstanding bonds of the District and after issuance of the Bonds, the District will have $54,352,275
principal amount of unlimited tax refunding bonds authorized but unissued.

The District’s voters have authorized the issuance of $86,450,000 principal amount of unlimited tax bonds for the
purpose of constructing and or acquiring water, sewer and drainage facilities and could authorize additional amounts.
Currently, $52,600,000 principal amount of unlimited tax bonds for a waterworks, sanitary sewer and storm sewer system
remains authorized but unissued.

The District is authorized to construct road projects that serve the District. On May 12, 2007, voters of the District
authorized the issuance of $37,675,000 principal amount of unlimited tax bonds for the purpose of constructing road
projects and for refunding purposes. Currently, the District has $19,425,000 principal amount of unlimited tax road bonds
authorized but unissued.

The District’s voters authorized $7,600,000 principal amount of unlimited tax bonds for the purpose of
development and maintenance of recreational facilities at an election held within the District on September 10, 2005, all
of which remain authorized but unissued. Current state law limits the outstanding principal amount of such bonds to an
amount not to exceed one percent of the value of the taxable property in the District. Prior to the issuance of bonds for any
purposes, the District must first obtain the consent of the City to issue such bonds. In addition, the issuance of bonds for
water, sewer and drainage facilities or recreational facilities requires the approval of the Texas Commission on
Environmental Quality (the “TCEQ”). The Board has not considered spending funds for recreational purposes. Public
parks in Telfair are funded by LID 17 which overlays the District.

The District also is authorized by statute to engage in fire-fighting activities, including the issuing of bonds payable
from taxes for such purpose. Before the District could issue such bonds, the following actions would be required: (a)
approval of a detailed fire plan by the TCEQ); (b) authorization of the detailed fire plan and bonds for such purposes by the
qualified voters in the District; (c) approval of bonds by the TCEQ; and (d) approval of the bonds by the Attorney General
of Texas. The Board has not considered a fire plan or calling an election at this time for such purposes. Because the
District is located in the City, such service is provided by the City.

The issuance of additional bonds could dilute the investment security for the Bonds.
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Dissolution of the District

Under Texas law, the District may be dissolved by the City without the District’s consent. If the District is
dissolved, the City will assume the District’s assets and obligations (including the Bonds) and dissolve the District within
ninety (90) days thereafter. Prior to dissolution by the City, the District shall have the opportunity to discharge any
obligations of the District by selling its bonds or by causing the City to sell bonds of the City in an amount necessary to
discharge such obligations. Dissolution of the District by the City is a policymaking matter within the discretion of the
Mayor and the City Council of the City, and therefore, the District makes no representation that dissolution will or will not
occur. Moreover, no representation is made concerning the ability of the City to make debt service payments should
dissolution occur. See “THE BONDS—Remedies in Event of Default.”

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 the District:

“(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 noncallable
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 the 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-only 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.

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

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

16



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. Redemption notices
shall be sent to DTC. If less than all of the Bonds within an issue are being redeemed, DTC’s practice is to determine by
lot the amount of the interest of each Direct Participant in such issue 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 (or the Trustee on
behalf thereof) as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting
rights to those Direct Participants to whose accounts Bonds are credited on the record date (identified in a listing attached
to the Omnibus Proxy).

Principal, premium, if any, interest payments and redemption proceeds 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 Paying
Agent, 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 securities held
for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such Participant
and not of DTC, the Paying Agent, or the District, subject to any statutory or regulatory requirements as may be in effect
from time to time. Payment of principal, premium, if any, interest payments and redemption proceeds 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, 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. 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 transfers through DTC (or a successor
securities depository). In that event, Bond certificates will be printed and delivered.

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 thereof.
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UTILITY AGREEMENT BETWEEN THE DISTRICT AND THE CITY OF SUGAR LAND

All land in the District is located within the corporate limits of the City. The City and the District have entered
into the Utility Agreement, dated July 21, 2005 which obligates the District to acquire, construct and extend water,
wastewater and storm drainage facilities (the “System”) to serve land in the District and, when completed in accordance
with plans and specifications approved by the City, to convey title to such utility facilities to the City. The City then
operates and maintains such facilities, and is responsible for establishing water and sewer rates and collecting charges for
water and sewer service from District customers. The City also levies and collects ad valorem taxes on taxable property
within the District just as it does with any other property located in the City. Pursuant to the Utility Agreement with the
District, the City has agreed to rebate to the District one-half of City taxes collected on taxable property within the District.
Pursuant to the Utility Agreement, the City agrees to pay a portion of such City taxes collected upon taxable property within
the District beginning with taxes collected for the 2006 tax year, the District’s initial year of a debt service tax levy and
continuing each year thereafter until the year 2046 and thereafter the City’s payment obligation shall cease and the City
shall not pay any portion of City taxes to the District. The amount of rebate payment will vary with changes in the City’s
tax rate and the District’s appraised valuation and growth rate. Consequently, the amounts subject to rebate by the City
under the formula will vary from year to year. Any significant reduction in the amount of the tax rebate could increase the
District’s rate of taxation.

The District will retain a security interest in the System to secure the City’s performance under the Utility
Agreement until the Bonds and any future bonds have been discharged, at which time the District will execute a release of
such security interest, and the City will then own the System free and clear, and the City’s obligation to make payments to
the District will terminate if it has not previously ceased. The District and the City recognize that the District will levy its
own annual ad valorem tax to secure additional funds for payment of the Remaining Outstanding Bonds, the Bonds and
any additional bonds.

The District has agreed to extend the System to serve future users as necessary so that ultimately all landowners
in the District will be in a position to receive services from the System; however, the District’s obligation to extend the
System is conditioned upon continued development within the District, the City’s performance under the provisions of the
Utility Agreement, and satisfaction of certain determinations of economic feasibility by the Board of Directors of the
District and the TCEQ, and TCEQ approval and the ability of the District to sell bonds.

The Utility Agreement further requires the District to pay the City a capital recovery charge (the “City Connection
Charge”) to purchase water supply and wastewater treatment capacity in the City’s existing system. The City Connection
Charge is set by the City and may be amended without the District’s consent at any time. The District has purchased
sufficient capacity to serve all of the single-family residential lots and commercial tracts developed in the District. See
“THE BONDS—Sources of Payment,” “TAX DATA—Tax Adequacy for Debt Service,” and “THE SYSTEM—Water
Supply and Wastewater Treatment.”

CITY OF SUGAR LAND TAX INCREMENT REINVESTMENT ZONE NO. 4

By law, a city may designate a portion of land inside of its corporate limits as a tax increment reinvestment zone.
In the tax increment reinvestment zone, the base taxable assessed value of such tax increment reinvestment zone is
established in the year in which it is created. Any incremental growth in the taxable assessed value over the base value is
considered the “tax increment.” When a city designates a tax increment reinvestment zone, each taxing jurisdiction within
such tax increment reinvestment zone may or may not agree to contribute all or a portion of its tax collections on the tax
increment (“TIRZ Revenues”) to the tax increment reinvestment zone for use in financing projects within the tax increment
reinvestment zone. A city is required to develop a tax increment reinvestment zone project plan and limit the use of TIRZ
Revenues to financing those projects contained within the latest approved project plan.

On December 15, 2009, the City approved the creation of the City of Sugar Land Tax Increment Reinvestment
Zone No. 4 (the “TIRZ No. 4”) encompassing approximately 700 acres. The TIRZ No. 4 is located at the intersection of
Interstate Highway 69 and University Boulevard. Approximately 161 acres of the District lie within the boundaries of the
TIRZ No. 4 (commercial development only — no residential property). The purpose of the TIRZ No. 4 is to fund certain
infrastructure costs for entertainment, office and higher density retail development within its boundaries. Currently, along
with the City and Fort Bend County, the District and one of the other four Telfair districts, Fort Bend County Municipal
Utility District No. 139, are participants in the TIRZ No. 4.

The District receives a tax rebate (the “Rebate”) from the City in an amount equivalent to one-half of the total
amount of taxes levied and collected upon the taxable property within the District by the City pursuant to the Utility
Agreement as described above. The District has agreed to contribute to the TIRZ No. 4 the amount of Rebate the City pays
the District from City property taxes on the commercial land within the District that is also within the boundaries of the
TIRZ No. 4. The District’s obligation is for the term of the TIRZ No. 4 or the final maturity of the District’s debt, whichever
is shorter. For tax year 2019, the Rebate amounted to $320,364 and the District paid $174,770 to TIRZ No. 4. See
“UTILITY AGREEMENT BETWEEN THE DISTRICT AND THE CITY OF SUGAR LAND” and “THE DISTRICT—
Status of Development.”
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TELFAIR

The District is part of the 2,018 acre master-planned community of Telfair in Sugar Land, Texas, consisting of
the District and three other municipal utility districts and an overlapping levee improvement district. Approximately 2,839
single-family residential lots have been constructed in Telfair, including 1,102 lots in the District. Recreational amenities
within Telfair include a lake system, a greenbelt system, over five miles of landscaped trails, eleven neighborhood parks
each with open space and playground and two recreational pools, a sand volleyball court and a playground. In addition,
the Houston Museum of Natural Science, Sugar Land branch, is located in a 43,000 square foot historic building in Telfair.

THE DISTRICT
General

The District is a municipal utility district created by an order of the TCEQ dated April 1, 2005, after a hearing on
a petition for creation submitted by NNP-Telfair, LLC, the developer of the land in the District. The rights, powers,
privileges, authority and functions of the District are established by the general laws of the State of Texas pertaining to
utility districts, particularly Article XVI, Section 59 and Article III Section 52 of the Texas Constitution, and Chapters 49
and 54 of the Texas Water Code, as amended.

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 authorized to develop roads and parks and
recreation facilities, including the issuance of bonds payable from taxes for such purposes. Prior to the issuance of any
debt, the District must first obtain the consent of the City to issue any and all bonds. The District is also empowered to
establish, operate, and maintain fire-fighting facilities, independently or with one or more conservation and reclamation
districts, after approval by the voters of the District, although the City’s Fire Department provides such services.

The TCEQ exercises continuing supervisory jurisdiction over the District. In order to obtain the consent for
creation from the City, within whose boundaries the District lies, the District is required to observe certain requirements
of the City which: limit the purposes for which the District may sell bonds for the acquisition, construction, and
improvement of waterworks, wastewater, and drainage facilities, the construction and acquisition of roads and the
development of park and recreational facilities; 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 lots and commercial or
multi-family reserves described in plats which have been approved by the City and recorded in the real property records.
Construction and operation of the District’s system is subject to the regulatory jurisdiction of additional governmental
agencies. See “THE SYSTEM—Regulation.”

Description and Location

The District contains approximately 704 acres of land and is located approximately 22 miles southwest of the
central downtown business district of the City of Houston and lies wholly within the boundaries of the City. The District
also lies within the boundaries of the Fort Bend Independent School District and LID 17. Access to the District is provided
by Interstate Highway 69 to University Boulevard.

Status of Development

Single family development consisting of 1,102 residential lots on approximately 390 acres has been completed.
Homes have been constructed on all such lots and range in price from approximately $275,000 to $1,000,000. Residential
occupancy for the District is not available from the City.

Telfair Central is home to the Houston Museum of Natural Science-Sugar Land located in a 43,000 square foot
historic building (approximately 5 acres), which is tax-exempt. The Telfair Community Association owns Telfair Central
Hall, a pool and tennis court facilities (approximately 7 acres), which is also tax exempt. In addition, a Montessori school
is located on approximately 2 acres within the development.

Development of the 14-acre Museum Square at Telfair commercial development is complete and includes the
Telfair Montessori School on approximately 2 acres, four retail centers on a total of approximately 6 acres, Oyster Creek
Animal Hospital on approximately 1 acre and a medical office building on approximately 2 acres. The Exchange at Telfair
includes the Exchange at Telfair shopping center, Phases I and II, on approximately 19 acres and includes various retail
sites, fast food establishments, a gas station and two multi-story office buildings. One retail building is complete along
Branford Place on approximately 1 acre. The Telfair East Business Park on approximately 18 acres includes three medical
office buildings constructed on a total of 8 acres and an assisted living facility constructed on approximately 3 acres.
University Commons Phase 1 has been constructed on approximately 14 acres which includes a Burlington Coat Factory,
Michaels, CVS Pharmacy, Amegy Bank, and other retail and food outlets. Adjacent to University Commons is a Costco
store located on approximately 16 acres, a Zaxby’s restaurant on approximately 1 acre and a multi-tenant retail center on
approximately 4 acres. The Telfair Lofts apartment complex (317 units total) is located on approximately 11 acres.
Approximately 15 acres are served with utilities for future commercial development. Approximately 187 acres are not
developable and consist of rights-of-way, detention, open spaces, easements and utility sites
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The estimated residential population is approximately 4,266. This is based upon 95% occupancy of total number
of completed homes and multi-family units and 3.5 persons per occupied single-family residence and 2.0 persons per
occupied apartment unit. Residential occupancy for the District is not available from the City.

The table below represents a detailed breakdown of the current acreage and development in the District.

Approximate
Acres Lots/Units

Single-Family Residential
Section TRICE. . .....cccceriieiercciccce e 13 37
Section Four.......cccceeeennnee 36 102
Section Seven.........ccceceunnee. 25 73
Section Eight......cccccocevvvunnene. 8 21
Section Eleven.. ... 25 67
Section TWELIVE. . ..o 23 39
Section Sixteen............... 21 56
Section Seventeen............ 50 138
Section Eighteen............... 47 127
Section Twenty................. 18 48
Section Twenty-One........ 21 58
Section TWENtY-TWO. . ..cccceeerrrieeereirireeeeerereetesees e 15 45
Section TWeNty-ThIee. . ......cccouviiriririieriieirerirererereeeseseeeene 22 58
Section Thirty-Three........ 38 121
Section Thirty-Four....... 16 74
Section ThIrty-FIVe. . ....cocoeeeirieieieireeeeetseeeeessesses s 12 38

Total Single-Family Residential 390 1,102
Houston Museum of Natural Science............cuvveeenenn. 5 -
Telfair Recreational Facilities 7 -
Commercial Tracts..............ccuuunn... 104 -
MUItI-FAMILY ..o 11 317
Non-Developable (@) .........eeeeeeeeeeeeeeeeeeeeeean 187 -

TOLALS ..o 704 1,419

(a) Includes public rights-of-way, detention, open spaces, easements, recreation and utility sites (including levee related sites).
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MANAGEMENT OF THE DISTRICT

Board of Directors

The District is governed by the Board, consisting of five (5) directors, which has control over and management
supervision of all affairs of the District. Directors are elected to four-year terms and elections are held in May in even
numbered years only. Two of the Board members reside within the District and the remaining three Board members own
land within the District subject to a note and deed of trust in favor of NNP-Telfair, LLC. Directors have staggered four-
year terms. The current members and officers of the Board along with their titles and terms, are listed as follows:

Name Title Term Expires
Terrie Gornet Presdent May 2024
David Keene Vice President May 2024
Mark John Assise Secretary May 2022
Gary Justice Asst. Vice President May 2022
Paula Stephens Asst. Secretary May 2024

District Consultants

The District does not have a general manager or other full-time employees, but contracts for certain necessary
services as described below.

Bond Counsel/Attorney: The District has engaged Allen Boone Humphries Robinson LLP as general counsel to
the District and as Bond Counsel in connection with the issuance of the District’s bonds. The fees of the attorneys in their
capacity as Bond Counsel are contingent upon the sale and delivery of the Bonds. Compensation to the attorneys for other
services to the District is based on time charges actually incurred.

Financial Advisor: Masterson Advisors LLC serves as the District’s Financial Advisor. The fee for services
rendered in connection with the issuance of the Bonds is based on a percentage of the Bonds actually issued, sold and
delivered and, therefore, such fee is contingent upon the sale and delivery of the Bonds.

Auditor: The District’s audited financial statement for the fiscal year ended June 30, 2019, was prepared by
McGrath & Co., PLLC. See APPENDIX A.

Engineer: The District’s consulting engineer is LJA Engineering, Inc.

Tax Appraisal: The Fort Bend Central Appraisal District has the responsibility of appraising all property within
the District. See “TAXING PROCEDURES.”

Tax Assessor/Collector: The District has appointed an independent tax assessor/collector to perform the tax
collection function. Tax Tech, Inc. (the “Tax Assessor/Collector”) has been employed by the District to serve in this
capacity.

Bookkeeper: The District has contracted with Myrtle Cruz, Inc. (the “Bookkeeper”) for bookkeeping services.

THE ROADS

The Road System (the “Roads”) is comprised of University Boulevard, New Territory Boulevard, Telfair Avenue,
Wescott Avenue, Wallingford Avenue, Meadowcroft Boulevard, Tarrington Avenue and Cotesworth Avenue. These
Roads function as major thoroughfares and collectors by conveying all the traffic through Telfair to Interstate Highway 69
and State Highway 6. The City is responsible for ongoing maintenance of all public roads in the District. The District has
financed portions of the Roads with proceeds of the previously issued unlimited tax road bonds and surplus operating and
constructions funds.
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THE SYSTEM

Regulation

Construction and operation of the District’s water, wastewater and storm drainage system as it now exists or as it
may be expanded from time to time is subject to regulatory jurisdiction of federal, state and local authorities. The TCEQ
exercises continuing, supervisory authority over the District. Discharge of treated sewage into Texas waters, if any, is also
subject to the regulatory authority of the TCEQ and the United States Environmental Protection Agency. Construction of
drainage facilities is subject to the regulatory authority of the Fort Bend County Drainage District and LID17. Fort Bend
County, the City, and the Texas Department of Health also exercise regulatory jurisdiction over the District’s system.

Water Supply and Wastewater Treatment

Customers of the District receive water and wastewater treatment service from the City pursuant to a Utility
Agreement between the District and the City. As a condition of such service, the Utility Agreement obligates the District
to acquire, construct, and extend the System to serve land in the District and, when completed in accordance with approved
plans and specifications, to convey title to the System to the City. The City then operates and maintains the System, and is
responsible for establishing water and sewer rates and billing and collecting for such services. The Utility Agreement
provides that the District retains a security interest in the System to secure the City’s performance under the Utility
Agreement until the District’s bonds have been fully paid, at which time the District will execute a release of such security
interest, and the City will own the System unencumbered.

Water Distribution, Wastewater Collection and Storm Drainage Facilities

Water distribution, wastewater collection and storm drainage facilities have been constructed to serve 1,102 lots
in the District, approximately 11 acres of multi-family development, approximately 5 acres for the museum and
approximately 7 acres of recreational facilities. Trunk lines have been constructed to serve approximately 104 acres of
commercial tracts. See “THE DISTRICT—Status of Development.”

Flood Protection

A majority of the land within the boundaries of the District is protected from the Brazos River flood plain by levees
constructed and maintained by LID 17. All of the acreage within the District has been officially removed from the
floodplain with the approval of the LID 17 Tract Four Letter of Map Revision (the “LOMR”) issued by the Federal
Emergency Management Agency (“FEMA”) on August 21, 2009.

Flooding Due to Levee Breach or Overtopping: According to the LID 17 engineer, the LID 17 levee and drainage
systems have been designed and constructed to all current standards. However, the levee system does not protect against
all flooding scenarios and flooding could occur in the District as a result of 1) an overtopping of the levee, 2) a failure (or
breach) of the levee system, or 3) localized rainfall in excess of the 100-year event. See “INVESTMENT
CONSIDERATIONS—Recent Extreme Weather Events; Hurricane Harvey.”

An overtopping of the levee could occur if the Brazos River or its tributaries reach flood stages higher than the
100-year event. The “100-year event” means the river elevation which has a statistical 1% chance of occurring in any given
year. Current FEMA regulations require an earthen levee to be constructed a minimum of three feet above the level of a
100-year event. Fort Bend County, which regulates LID 17, requires an additional one foot above the 100-year floodplain.

In addition to the risk of overtopping, a portion of the District would experience flooding if the levee failed (or
breached) while the Brazos River (or its tributaries) were at flood state of less than the 100-year event. To mitigate the
risk, LID 17 performs weekly inspections of the levee to observe any visible deterioration of the levee that is in need to
repair.

Federal Emergency Management Agency Requirements: FEMA commissioned a study to reevaluate the “base
flood elevation” (commonly referred to as the 100-year flood plain elevation) in Fort Bend County. The study concluded
that the level of the 100-year flood plain was higher than then existing standards. LID 17’s engineer concluded that the
levee constructed by LID 17 was of sufficient height to meet the anticipated new FEMA, City of Sugar Land and Fort
Bend County requirements, and LID 17 submitted a levee recertification package to FEMA on November 12, 2009. LID
17 received approval of its recertification package on December 30, 2009. Fort Bend County released the final floodplain
maps with an effective date of April 2, 2014. All of the acreage within the LID 17 boundary is outside the floodplain as
reflected on the current floodplain maps

The National Weather Service recently completed a rainfall study known as NOAA Atlas 14, Volume 11
Precipitation-Frequency Atlas of the United States (“Atlas 14”). Floodplain boundaries within the District may be redrawn
based on the Atlas 14 study based on a higher statistical rainfall amount, resulting in the application of more stringent
floodplain regulations applying to a larger area within the District. The application of such regulations could additionally
result in higher insurance rates, increased development fees, and stricter building codes for any property located within the
expanded boundaries of the floodplain.
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FINANCIAL INFORMATION CONCERNING THE DISTRICT (UNAUDITED)

2019 Certified Taxable Assessed ValUAtiOn ..........ccccevieiiieiinieieeiest ettt ettt eae e eesseeneas $867,995,179  (a)
2020 Preliminary Taxable Assessed Valuation ..........cccooiiiiirieniiiienieiceesiceic et $928,727,566  (b)
Gross Direct Debt OULSTANAING ......oc.eervieiiieieieeieeiee ettt ettt et et e et e et eneesseeteeneenseeneesseensenseenees $36,645,000(c)
Estimated Overlapping Debt ..o 65.116.588 (d)
Gross Direct Debt and Estimated Overlapping Debt $101,761,588
Ratios of Gross Direct Debt to:

2019 Certified Taxable AsSESSEd VAlUALION.......cc.cccveriieiieieieeieeiteie ettt e ete et eteeeaesseeaesseeseseeessessnesaeas 4.22%

2020 Preliminary Taxable Assessed ValUation ..........ccooieriiierieniiiienieie it 3.95%
Ratios of Gross Direct Debt and Estimated Overlapping Debt to:

2019 Certified Taxable AssesSed ValUation..........cccuerieiirieriieieriierieeeseete ettt ettt 11.72%

2020 Preliminary Taxable Assessed ValUation ...........coceeeririririninenenenieniesesie ettt 10.96%
Water, Sewer and Drainage Debt Service Fund Balance as of April 13, 2020.........ccccoviiiineninniienceieieeee $2,721,342 (e) (f)

Road Debt Service Fund Balance as of April 13, 2020 ........cccceeevieriiecreeiennene. 1,433,476 (e¢)
Total Funds Available for Debt Service as of April 13, 2020 $4,154,818 (e)

Operating Funds Available as of April 13, 2020 .........ccieiiiiiienieieiienieecie ettt et ae e sseessessae e essennas $1,495,817

(a)  As certified by the Fort Bend Central Appraisal District (the “Appraisal District”). See “TAXING PROCEDURES.”

(b)  Provided by the Appraisal District as a preliminary indication of the 2020 taxable value (as of January 1, 2020). Such amount is subject to
protest, review and downward adjustment prior to certification. No tax will be levied on such amount until it is certified. See “TAXING
PROCEDURES.”

(c)  After the issuance of the Bonds. See “—Outstanding Bonds” herein.

(d)  See “—Estimated Overlapping Debt” and “—Overlapping Taxes” herein.

(e)  Although all of the District’s debt, including the Remaining Outstanding Bonds and the Bonds, is payable from an unlimited tax pledge on parity,
a pro rata portion of the District’s ad valorem tax revenue will be allocated to the Water, Sewer and Drainage Bonds (as defined herein) and a
pro rata portion will be allocated to Road Bonds (as defined herein). See “—Outstanding Bonds™ herein. The Water, Sewer and Drainage Debt
Service Fund is not pledged to the Road Bonds and the Road Debt Service Fund is not pledged to the Water, Sewer and Drainage Bonds
(including the Bonds).

® $50,000 will be applied towards the issuance of the Bonds.

Investments of the District

The District has adopted an Investment Policy as required by the Public Funds Investment Act, Chapter 2256,
Texas Government Code. The District’s goal is to preserve principal and maintain liquidity while securing a competitive
yield on its portfolio. Funds of the District will be invested in short term U.S. Treasuries, certificates of deposit insured by
the Federal Deposit Insurance Corporation (“FDIC”) or secured by collateral evidenced by perfected safekeeping receipts
held by a third party bank, and public funds investment pools rated in the highest rating category by a nationally recognized
rating service. The District does not currently own, nor does it anticipate, the inclusion of long term securities or derivative
products in the District portfolio.
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Outstanding Bonds

The following table lists the original principal amount of Outstanding Bonds, and the current amount of the
Outstanding Bonds, the Refunded Bonds and the Remaining Outstanding Bonds.

Original Principal Amount Remaining
Principal Currently Refunded Outstanding
Series Amount Outstanding Bonds Bonds

2009A $ 5,085,000 $ 205,000 $ - $ 205,000
2012 6,285,000 4,275,000 3,420,000 855,000
2013 (b) 7,175,000 5,535,000 4,835,000 700,000
2014 (a) 14,900,000 11,175,000 - 11,175,000
2015 2,645,000 2,090,000 - 2,090,000
2016  (b) 8,765,000 7,765,000 - 7,765,000
2017 (b) 2,885,000 2,855,000 - 2,855,000
2019 (c) 2,685,000 2,685,000 - 2,685,000
Total $ 50,425,000 $ 36,585,000 $ 8,255,000 $ 28,330,000
The Bonds 8,315,000
The Bonds and Remaining Outstanding Bonds $ 36,645,000

(a) Unlimited Tax Road Bonds.
(b) Unlimited Tax Refunding Bonds.
(¢) Unlimited Tax Road Refunding Bonds.

Debt Service Requirements

The following sets forth the debt service requirements for the Outstanding Bonds, less the debt service on the
Refunded Bonds ($8,255,000 principal amount), plus the debt service on the Bonds.

Outstanding
Bonds Less: Debt Total

Debt Service Service on the Plus: Debt Service on the Bonds Debt Service
Year Requirements Refunded Bonds Principal Interest Total Requirements
2020 $ 3,001,15438 (a) $ 134,247 $ 59,462.50 $ 59,462.50 $  2,926,370.00
2021 3,558,968.75 268,494 237,850.00 237,850.00 3,528,325.00
2022 3,525,018.75 638,494 $ 370,000 230,450.00 600,450.00 3,486,975.00
2023 3,469,593.75 920,544 675,000 209,550.00 884,550.00 3,433,600.00
2024 3,420,093.75 918,694 700,000 182,050.00 882,050.00 3,383,450.00
2025 3,378,593.75 911,144 720,000 153,650.00 873,650.00 3,341,100.00
2026 3,320,318.75 898,069 735,000 124,550.00 859,550.00 3,281,800.00
2027 3,264,231.25 889,644 755,000 98,525.00 853,525.00 3,228,112.50
2028 3,211,768.75 875,694 755,000 79,650.00 834,650.00 3,170,725.00
2029 3,150,831.25 866,394 765,000 64,450.00 829,450.00 3,113,887.50
2030 3,094,950.00 863,313 775,000 49,050.00 824,050.00 3,055,687.50
2031 3,029,475.00 849,000 775,000 33,550.00 808,550.00 2,989,025.00
2032 2,975,531.25 839,006 780,000 18,000.00 798,000.00 2,934,525.00
2033 1,940,050.00 303,525 255,000 7,650.00 262,650.00 1,899,175.00
2034 1,637,800.00 294,263 255,000 2,550.00 257,550.00 1,601,087.50

Total $45,978,379.38 $ 10,470,522 $ 8,315,000 $1,550,987.50 $ 9,865,987.50 $ 45,373,845.00

Maximum Annual Debt Service Requirement (2021)......ccueeveiierierieieeieeieetenieeie e eeaeseeeseeseeseeaesnaeseneseeennes $3,528,325
Average Annual Debt Service Requirements (2021-2034) ......ccueoiiiieiieiiee ettt $3,031,963

(a) Excludes the March 1, 2020 debt service payment of $611,154.
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Estimated Overlapping Debt

The following table indicates the outstanding debt payable from ad valorem taxes, of governmental entities within
which the District is located and the estimated percentages and amounts of such indebtedness attributable to property
within the District. Debt figures equated herein to outstanding obligations payable from ad valorem taxes are based upon
data obtained from individual jurisdictions or Texas Municipal Reports compiled and published by the Municipal Advisory
Council of Texas. Furthermore, certain entities listed below may have issued additional obligations since the date listed
and may have plans to incur significant amounts of additional debt. Political subdivisions overlapping the District are
authorized by Texas law to levy and collect ad valorem taxes for the purposes of operation, maintenance and/or general
revenue purposes in addition to taxes for the payment of debt service and the tax burden for operation, maintenance and/or
general revenue purposes is not included in these figures. The District has no control over the issuance of debt or tax levies
of any such entities.

Outstanding Overlapping
Taxing Jurisdiction Bonds As of Percent Amount
Fort Bend County ...........cocuvuiiiuiiniiiiinieaiennne. $ 513,546,262 2/28/2020 1.22% $ 6,265,264
Fort Bend LID No. 17 (). .. eeuvuieiiiiiiiiiieeieeeene. 49,253,958 2/28/2020 45.18% 22,252,938
Fort Bend Independent School District...................... 1,040,469,946 2/28/2020 2.05% 21,329,634
City of Sugar Land...............coiiiiiiii 284,864,774 2/28/2020 5.36% 15,268,752
Total Estimated OVerlapping Debt........oo.iuiiiti e e e $ 65,116,588
The District's Total Direct Debt (D). ......oeiniii et e 36,645,000
Total Direct and Estimated Overlapping Debt. ... ..o e $ 101,761,588

Direct Debt and Estimated Overlapping Debt as a Percentage of:
2019 Certified Taxable Assessed Valuation of $867,995,179. . ...c..ouiiioieeeeeeeeeeeeeee ettt eneas 11.72%
2020 Preliminary Taxable Assessed Valuation of $928,727,566. . ........cccceeieieinirieiieieeisieeeeeieie et 10.96%

(a) See “INVESTMENT CONSIDERATIONS—Overlapping Debt and Taxes.”
(b) The Bonds and the Remaining Outstanding Bonds. See “FINANCIAL INFORMATION CONCERNING THE DISTRICT (UNAUDITED)—
Outstanding Bonds.”

Overlapping Taxes

Property within the District is subject to taxation by several taxing authorities in addition to the District. On
January 1 of each year a tax lien attaches to property to secure the payment of all taxes, penalties and interest imposed on
such property. The lien exists in favor of each taxing unit, including the District, having the power to tax the property. The
District’s tax lien is on a parity with tax liens of taxing authorities shown below. In addition to ad valorem taxes required
to pay debt service on bonded debt of the District and other taxing authorities (see “Estimated Overlapping Debt” above),
certain taxing jurisdictions, including the District, are also authorized by Texas law to assess, levy and collect ad valorem
taxes for operation, maintenance, administrative and/or general revenue purposes.

Set forth below are all of the taxes levied for the 2019 tax year by all entities overlapping the District and of the
District. No recognition is given to local assessments for civic association dues, fire department contributions, solid waste
disposal charges or any other levy of entities other than political subdivisions.

TaxRate
per $100 of Taxable
Assessed Valuation

Fort Bend County (including Drainage District)........ 0.460000
Fort Bend LID NO. 17 (@) c.cuvneeeieieierieiee e 0.560000
Fort Bend Independent School District................... 1.270000
City of SugarLand...........ocoeiiiiiiiii e, 0.332000
Total Overlapping TaxRate...........ccocovevererivininnnn. $  2.622000
The DiStrict (D). ... cveueveuenieeieiet e e 0.410000
Total TaXRALe...ceuvnieiiitie e $ 3.032000

(a) See “INVESTMENT CONSIDERATIONS—Overlapping Debt and Taxes.”
(b) See “TAX DATA—Debt Service Tax—Maintenance Tax.”
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Operating Fund

The following statement sets forth in condensed form, the General Operating Fund, as shown in the District’s
audited financial statements for the fiscal years ending June 30, 2016 through June 30, 2019 and an unaudited summary as
of February 29, 2020 prepared by the Bookkeeper. Accounting principles customarily employed in the determination of
net revenues have been observed and in all instances exclude depreciation. Reference is made to “APPENDIX A” for
further and complete information.

Unaudited Fiscal Year Ended June 30
7/1/2019
to 2/29/2020(a) 2019 2018 2017 2016

Revenues

Property Taxes $ 757,066 $ 911,392 $ 755,732 $ 358,833 $ 255776

City of Sugar Land Tax Rebate (b) - 174,770 141,912 123,854 90,857

Other 10,382 27,574 5,415 2,058 2,656

Total Revenues $ 767,448 $ 1,113,736 $ 903,059 $ 484,745 $ 349,289

Expenditures

Professional Fees $ 57,945 $ 78,071 $ 91,698 $ 107,392 $ 101,986

Purchased or Contracted Services 8,006 12,918 13,238 13,650 12,975

Administrative Expenses 13,651 30,314 30,859 28,788 24,775

Debt Issuance Costs - - - 18,314 4,336

TIRZ Payments - 174,770 141,912 123,854 90,857

Capital Outlay - 1,068,003 (c) 42,774 641,961 479,828

Other - - 422 -

Total Expenditures $ 79,602 $ 1,364,076 $ 320903 $ 933,959 $ 714,757
NET REVENUES $ 687,846 $ (250,340) $ 582,156 $ (449,214) $ (365,468)
Internal Transfers $ (896,851) (b) $ - $ 10,185 $ - $ -
General Operating Fund $ 492,468 $ 742,808 $ 150,467 $ 599,681 $ 965,149
Balance (Beginning of Year)

General Operating Fund $ 283,463 $ 492,468 $ 742,808 $ 150,467 $ 599,681

Balance (End of Year)

(a) Unaudited. Provided by the District’s bookkeeper.

(b) Amounts shown above represent only the portion of annually collected City Rebate designated to pay for the District’s calculated TIRZ participation
payment. Rebates are initially deposited into the District’s general operating fund until fully collected, then the amount due to the TIRZ No. 4 for
the District’s participation is paid to TIRZ No. 4, and the balance is transferred to the water, sewer and drainage debt service fund or the road debt
service fund based on an allocation that corresponds with the debt tax rate for Water, Sewer and Drainage Bonds and Road Bonds, respectively.

(c) Represents a one-time developer reimbursement for utilities constructed to serve University Commons.
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TAX DATA

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. See
“Historical Tax Rate Distribution,” “Tax Roll Information” below, and “TAXING PROCEDURES.”

Maintenance Tax

The Board has the statutory authority to levy and collect an annual ad valorem tax for the operation and
maintenance of the District, if such a maintenance tax is authorized by the District’s voters. A maintenance tax election was
conducted September 10, 2005, and voters of the District authorized, among other things, the Board to levy a maintenance
tax at a rate not to exceed $1.50 per $100 appraised valuation. A maintenance tax is in addition to taxes which the District
is authorized to levy for paying principal of and interest on the Bonds. See “Debt Service Tax” above.” At an additional
election held on May 12, 2007, voters of the District authorized the Board to levy a road maintenance tax at a rate not to
exceed $0.25 per $100 appraised valuation, which has not been levied to date.

Historical Tax Rate Distribution

2015 2016 2017 2018 2019
Debt Service $0.4000 $0.3700 $0.3200 $0.3000 $0.2800 (a)
Maintenance and Operations 0.0350 0.0450 0.0950 0.1086 0.1300
Total $0.4350 $0.4150 $0.4150 $0.4086 $0.4100

(a) For tax year 2019, the total debt service tax rate of $0.28 per $100 assessed valuation is comprised of $0.17 for payment of
Water, Sewer, and Drainage Bond debt service and $0.11 for the payment of Road Bond debt service.

Tax Exemptions

For tax year 2020, the District has granted a $10,000 exemption to the residential homesteads of persons sixty-
five (65) years or older and of certain disabled persons.

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.

Historical Tax Collections

The following statement of tax collections sets forth in condensed form a portion of the historical tax experience
of the District. Such table has been prepared for inclusion herein, based upon information obtained from the District’s Tax
Assessor/Collector. Reference is made to such statements and records for further and complete information. Information
in this summary may differ slightly from the assessed valuations shown herein due to difference in dates of data. See “Tax
Roll Information” below.

Total Collections

Tax Taxable Assessed Tax Total as of March 31, 2020
Year Valuation(a) Rate TaxLevy(b) Amount Percent
2015 $ 736,596,698 $0.4350 $ 3,204,196 $ 3,201,395 99.91%
2016 789,166,768 0.4150 3,275,042 3,270,667 99.87%
2017 806,653,840 0.4150 3,347,613 3,336,136 99.66%
2018 852,125,202 0.4086 3,481,784 3,469,497 99.65%
2019 867,995,179 0.4100 3,558,780 3,466,455 97.41%

(a) As certified by the Appraisal District. See “Tax Roll Information” below for assessed value and exemptions granted by the District.
(b) Represents actual tax levy, including any adjustments by the Appraisal District, as of the date hereof.
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Tax Roll Information

The District’s assessed value as of January 1 of each year is used by the District in establishing its tax rate (see
“TAXING PROCEDURES—Valuation of Property for Taxation”). The following represents the composition of property
comprising the 2015 through 2019 Certified Taxable Assessed Valuation. See “TAXING PROCEDURES.” No tax will
be levied on such amount. Taxes are levied on taxable value certified by the Appraisal District as of January 1 of each
year. Information in this summary may differ slightly from the assessed valuations shown herein due to difference in dates
of data. A breakdown of the 2020 Preliminary Taxable Assessed Valuation is not available.

Type of Property Gross Deferments Net Taxable
Tax Personal Assessed and Assessed
Year Land Improvements Property Valuations Exemptions(a) Valuations
2015 $186,429,911 $ 543,998,740  $16,524320 § 746,952,971 $(10,356,273)  $ 736,596,698
2016 187,147,881 596,906,070 17,380,810 801,434,761 (12,267,993) 789,166,768
2017 197,498,637 603,168,008 18,810,600 819,477,245 (12,823,405) 806,653,840
2018 197,583,297 642,990,829 24,538,739 865,112,865 (12,987,663) 852,125,202
2019 198,389,381 651,770,602 30,787,269 880,947,252 (12,952,073) 867,995,179

(a) See “TAXING PROCEDURES—Property Subject to Taxation.”

Principal Taxpayers

The following table represents the principal taxpayers, the taxable appraised value of such property, and such
property’s taxable appraised value as a percentage of the 2019 Certified Taxable Assessed Valuation of $867,995,179.
This represents ownership as of January 1,2019. A list related to the 2020 Preliminary Taxable Assessed Valuation is not
available.

% of
2019 Certified 2019 Certified

Taxable Assessed Taxable Assessed

Taxpayer Valuation Valuation
Telfair Lofts Cedros LLC Etal $ 38,535,450 4.44%
Costco Wholesale Corporation 25,879,860 2.98%
Vista Sugarland Common Ltd. 20,326,550 2.34%
American Commercial Management LLC 12,045,022 1.39%
Wescott Med Properties LLC 10,254,600 1.18%
Sugarland Med Properties LP 8,256,920 0.95%
Aquataina Westcott LLC 7,805,478 0.90%
Hazen Sugar Land I LLC & Hazen Sugar Land II 5,892,422 0.68%
Aquataina Sugar Land Office I LP 5,750,000 0.66%
Artman Retail One Partners LLC 5,482,650 0.63%
Total $ 140,228,952 16.16%
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Tax Adequacy for Debt Service

The tax rate calculations set forth below are presented to indicate the tax rates per $100 appraised valuation which
would be required to meet average annual and maximum debt service requirements if no growth in the District’s tax base
occurred beyond the 2019 Certified Taxable Assessed Valuation of $867,995,179 and the 2020 Preliminary Taxable
Assessed Valuation. The calculations contained in the following table are performed without receipt of the City rebate
(see “UTILITY AGREEMENT BETWEEN THE DISTRICT AND THE CITY OF SUGAR LAND”) and represent the
tax rates required to pay principal of and interest on the Bonds and the Remaining Outstanding Bonds, when due, assuming
no further increase or any decrease in Taxable Assessed Values in the District, collection of ninety-five percent (95%) of
taxes levied, the sale of no additional bonds, and no other funds available for the payment of debt service. While the District
anticipates using a portion of the City tax rebate to pay debt service on the Bonds and the Remaining Outstanding Bonds,
such revenue is not pledged to the payment of the Bonds or the Remaining Outstanding Bonds and is therefore not included
in the calculations. See “FINANCIAL INFORMATION CONCERNING THE DISTRICT (UNAUDITED)—Debt
Service Requirements” and “UTILITY AGREEMENT BETWEEN THE DISTRICT AND THE CITY OF SUGAR
LAND.”

Average Annual Debt Service Requirement (2021-2034) .......ccveiieiiiieiieeee e $3,031,963
$0.37 Tax Rate on the 2019 Certified Taxable Assessed Valuation............cccccoevveeeeeveeeennn... $3,051,003
$0.35 Tax Rate on the 2020 Preliminary Taxable Assessed Valuation ...............cceceeevevveienens $3,088,019

Maximum Annual Debt Service Requirement (2021) .......cooveeviieiiieeiie e e esvee e $3,528,325
$0.43 Tax Rate on the 2019 Certified Taxable Assessed Valuation .............ccccceeeevvvevvreennnen. $3,545,760
$0.40 Tax Rate on the 2020 Preliminary Taxable Assessed Valuation .............cccceceeeveeeienne $3,529,165

No representation or suggestion is made that the 2020 Preliminary Taxable Assessed Valuation provided by the Appraisal
District for the District will be certified as taxable value by the Appraisal District, and no person should rely upon such
amounts or its inclusion herein as assurance of their attainment. See “TAXING PROCEDURES.”

TAXING 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 Bonds, the Remaining
Outstanding 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 Payment.” Under Texas law, the Board may also levy and collect an annual ad valorem tax for the
operation and maintenance of the District. See “TAX DATA—Debt Service Tax” and “—Maintenance Tax.”

Property Tax Code and County-Wide Appraisal District

Title I 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 Central 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; travel trailers; 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
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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. Furthermore, 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. Additionally, subject to certain conditions, the surviving spouse of a disabled veteran who is entitled to an
exemption for the full value of the veteran’s residence homestead is also entitled to an exemption from taxation of the total
appraised value of the same property to which the disabled veteran’s exemption applied. A partially disabled veteran or
certain surviving spouses of partially disabled veterans are entitled to 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 if the
residence homestead was donated by a charitable organization. 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. The surviving spouse of a first responder who was killed or fatally
injured in the line of duty is, subject to certain conditions, also 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 of the surviving 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
before July 1. See “TAX DATA.”

Freeport Goods Exemption: 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, the City and the District, under certain circumstances, may enter into tax abatement agreements
with owners of property within the TIRZ No. 4 or any other reinvestment zone created by the City. 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 appraised valuation of property covered by the agreement over its appraised 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 agreement. 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.

The Property Tax Code provides for a temporary exemption from ad valorem taxation of a portion of the appraised
value of certain property that is at least 15% damaged by a disaster and located within an area declared to be a disaster
area by the governor of the State of Texas. This temporary exemption is automatic if the disaster is declared prior to a
taxing unit, such as the District, adopting its tax rate for the tax year. A taxing unit, such as the District, may authorize the
exemption at its discretion if the disaster is declared after the taxing unit has adopted its tax rate for the tax year. The
amount of the exemption is based on the percentage of damage and is prorated based on the date of the disaster. Upon
receipt of an application submitted within the eligible timeframe by a person who qualifies for a temporary exemption
under the Property Tax Code, the Appraisal District is required to complete a damage assessment and assign a damage
assessment rating to determine the amount of the exemption. The temporary exemption amounts established in the
Property Tax Code range from 15% for property less than 30% damaged to 100% for property that is a total loss. Any
such temporary exemption granted for disaster-damaged property expires on January 1 of the first year in which the
property is reappraised.

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. 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
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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, which
may be rejected by taxing units. The District’s tax collector is required to enter into an installment payment agreement
with any person who is delinquent on the payment of tax on a residence homestead for payment of tax, penalties and
interest, 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 monthly installments
and must extend for a period of at least 12 months and no more than 36 months. Additionally, the owner of a residential
homestead property who is (i) sixty-five (65) years of age or older, (ii) disabled, or (iii) a disabled veteran, is entitled by
law to pay current taxes on a residential homestead in installments without penalty or to defer the payment of taxes during
the time of ownership. In the instance of tax deferral, a tax lien remains on the property and interest continue to accrue
during the period of deferral.

Certain qualified taxpayers, including owners of residential homesteads, located within a natural disaster area and
whose property has been damaged as a direct result of the disaster, are entitled to enter into a tax payment installment
agreement with a taxing jurisdiction such as the District if the tax payer pays at least one-fourth of the tax bill imposed on
the property by the delinquency date. The remaining taxes may be paid without penalty or interest in three equal
installments within six months of the delinquency date.

Rollback of Operation and Maintenance Tax Rate

During the 86th Regular Legislative Session, Senate Bill 2 (“SB 2”) was passed and signed by the Governor, with
an effective date of June 1, 2020, and the provisions described herein are effective beginning with the 2020 tax year. See
“SELECTED FINANCIAL INFORMATION CONCERNING THE DISTRICT (UNAUDITED)” for a description of the
District's current total tax rate. Debt service and contract tax rates cannot be reduced by a rollback election held within any
of the districts described below.

SB 2 classifies districts differently based on the current operation and maintenance tax rate or on the percentage
of build-out that the District has completed. Districts that have adopted an operation and maintenance tax rate for the
current year that is 2.5 cents or less per $100 of taxable value are classified as "Special Taxing Units." Districts that have
financed, completed, and issued bonds to pay for all improvements and facilities necessary to serve at least 95% of the
projected build-out of the district are classified as "Developed Districts." Districts that do not meet either of the
classifications previously discussed can be classified herein as "Developing Districts." The impact each classification has
on the ability of a district to increase its maintenance and operations tax rate pursuant to SB 2 is described for each
classification below.

Special Taxing Units: Special Taxing Units that adopt a total tax rate that would impose more than1.08 times the
amount of the total tax imposed by such district in the preceding tax year on a residence homestead appraised at the average
appraised value of a residence homestead, subject to certain homestead exemptions, are required to hold an election within
the district to determine whether to approve the adopted total tax rate. If the adopted total tax rate is not approved at the
election, the total tax rate for a Special Taxing Unit is the current year's debt service and contract tax rate plus 1.08 times
the previous year's operation and maintenance tax rate.

Developed Districts: Developed Districts that adopt a total tax rate that would impose more than1.035 times the
amount of the total tax imposed by the district in the preceding tax year on a residence homestead appraised at the average
appraised value of a residence homestead, subject to certain homestead exemptions for the preceding tax year, plus any
unused increment rates, as calculated and described in Section 26.013 of the Tax Code, are required to hold an election
within the district to determine whether to approve the adopted total tax rate. If the adopted total tax rate is not approved
at the election, the total tax rate for a Developed District is the current year's debt service and contract tax rate plus 1.035
times the previous year's operation and maintenance tax rate plus any unused increment rates. In addition, if any part of a
Developed District lies within an area declared for disaster by the Governor of Texas or President of the United States,
alternative procedures and rate limitations may apply for a temporary period. If a district qualifies as both a Special Taxing
Unit and a Developed District, the district will be subject to the operation and maintenance tax threshold applicable to
Special Taxing Units.

Developing Districts: Districts that do not meet the classification of a Special Taxing Unit or a Developed District
can be classified as Developing Districts. The qualified voters of these districts, upon the Developing District's adoption
of a total tax rate that would impose more than 1.08 times the amount of the total tax rate imposed by such district in the
preceding tax year on a residence homestead appraised at the average appraised value of a residence homestead, subject to
certain homestead exemptions, are authorized to petition for an election to reduce the operation and maintenance tax rate.
If an election is called and passes, the total tax rate for Developing Districts is the current year's debt service and contract
tax rate plus 1.08 times the previous year's operation and maintenance tax rate.

The District: A determination as to a district’s status as a Special Taxing Unit, Developed District or Developing
District will be made by the Board of Directors on an annual basis, beginning with the 2020 tax year. The District cannot
give any assurances as to what its classification will be at any point in time or whether the District's future tax rates will
result in a total tax rate that will reclassify the District into a new classification and new election calculation.
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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 “FINANCIAL INFORMATION CONCERNING THE DISTRICT
(UNAUDITED)—Overlapping Taxes.” A tax lien on real property takes priority over the claim of most creditors and other
holders of liens on the property encumbered by the tax lien, whether or not the debt or lien existed before the attachment
of the tax lien; however, whether a lien of the United States is on a parity with or takes priority over a tax lien of the District
is determined by applicable federal law. Personal property under certain circumstances is subject to seizure and sale for
the payment of delinquent taxes, penalty, and interest.

At any time after taxes on property become delinquent, the District may file suit to foreclose the lien securing
payment of the tax, to enforce personal liability for the tax, or both, subject to the restrictions on residential homesteads
described above under “Levy and Collection of Taxes.” In filing a suit to foreclose a tax lien on real property, the District
must join other taxing units that have claims for delinquent taxes against all or part of the same property. Collection of
delinquent taxes may be adversely affected by the amount of taxes owed to other taxing units, by the effects of market
conditions on the foreclosure sale price, by taxpayer redemption rights or by bankruptcy proceedings which restrict the
collection of taxpayer debts. A taxpayer may redeem property within six (6) months for commercial property and two (2)
years for residential and all other types of property after the purchaser’s deed issued at the foreclosure sale is filed in the
county records. The District’s ability to foreclose its tax lien or collect penalties or interest on delinquent taxes may be
limited on property owned by a financial institution which is under receivership by the Federal Deposit Insurance
Corporation pursuant to the Federal Deposit Insurance Act, 12 U.S.C. 1825, as amended. See “INVESTMENT
CONSIDERATIONS—General” and “—Tax Collections Limitations and Foreclosure Remedies.”

INVESTMENT CONSIDERATIONS

General

The Bonds are obligations solely of the District and are not obligations of the City, Fort Bend County, the State
of Texas, or any entity other than the District. Payment of the principal of and interest on the Bonds depends upon the
ability of the District to collect taxes levied on taxable property within the District in an amount sufficient to service the
District’s bonded debt or in the event of foreclosure, on the value of the taxable property in the District and the taxes levied
by the District and other taxing authorities upon the property within the District. See “THE BONDS—Source of Payment.”
The collection by the District of delinquent taxes owed to it and the enforcement by Registered Owners of the District’s
obligation to collect sufficient taxes may be a costly and lengthy process. Furthermore, the District cannot and does not
make any representations that continued development of taxable property within the District will accumulate or maintain
taxable values sufficient to justify continued payment of taxes by property owners or that there will be a market for the
property or that owners of the property will have the ability to pay taxes. See “Registered Owners’ Remedies” below.

Infectious Disease Qutbreak (COVID-19)

The World Health Organization has declared a pandemic following the outbreak of COVID-19, a respiratory
disease caused by a new strain of coronavirus (the “Pandemic”), which is currently affecting many parts of the world,
including the United States and Texas. On January 31, 2020, the Secretary of the United States Health and Human
Services Department declared a public health emergency for the United States in connection with COVID-19. On March
13, 2020, the President of the United States (the “President”) declared the Pandemic a national emergency and the Texas
Governor (the “Governor”) declared COVID-19 an imminent threat of disaster for all counties in Texas (collectively, the
“disaster declarations”). On March 25, 2020, in response to a request from the Governor, the President issued a Major
Disaster Declaration for the State of Texas.

Pursuant to Chapter 418 of the Texas Government Code, the Governor has broad authority to respond to disasters,
including suspending any regulatory statute prescribing the procedures for conducting state business or any order or rule
of a state agency that would in any way prevent, hinder, or delay necessary action in coping with this disaster and issuing
executive orders that have the force and effect of law. The Governor has issued a number of executive orders relating to
COVID-19 preparedness and mitigation. Many of the federal, state and local actions and policies under the
aforementioned disaster declarations are focused on limiting instances where the public can congregate or interact with
each other, which affects economic growth within Texas.

Since the disaster declarations were made, the Pandemic has negatively affected travel, commerce, and financial
markets locally and globally, and is widely expected to continue negatively affecting economic growth and financial
markets worldwide and within Texas. Stock values and crude oil prices, in the U.S. and globally, have seen significant
declines attributed to COVID-19 concerns. Texas may be particularly at risk from any global slowdown, given the
prevalence of international trade in the state and the risk of contraction in the oil and gas industry and spillover effects
into other industries.
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Such adverse economic conditions, if they continue, could result in declines in the demand for residential and
commercial property in the Houston area and could reduce or negatively affect property values within the District. The
Bonds are secured by an unlimited ad valorem tax, and a reduction in property values may require an increase in the ad
valorem tax rate required to pay the Bonds as well as the District’s share of operations and maintenance expenses payable
from ad valorem taxes.

The District continues to monitor the spread of COVID-19 and is working with local, state, and national agencies
to address the potential impact of COVID-19 upon the District. While the potential impact of COVID-19 on the District
cannot be quantified at this time, the continued outbreak of COVID-19 could have an adverse effect on the District’s
operations and financial condition or its rating. The financial and operating data contained herein are the latest available,
but are as of dates and for periods prior to the economic impact of the Pandemic and measures instituted to slow it.
Accordingly, they are not indicative of the economic impact of the Pandemic on the District’s financial condition.

Potential Effects of Qil Price Declines on the Houston Area

The recent declines in oil prices in the U.S. and globally, which at times have led to the lowest such prices in
three decades, may lead to adverse conditions in the oil and gas industry, including but not limited to reduced revenues,
declines in capital and operating expenditures, business failures, and layoffs of workers. The economy of the Houston area
has, in the past, been particularly affected by adverse conditions in the oil and gas industry, and such conditions and their
spillover effects into other industries could result in declines in the demand for residential and commercial property in the
Houston area and could reduce or negatively affect property values or homebuilding activity within the District. As
previously stated, the Bonds are secured by an unlimited ad valorem tax, and a reduction in property values may require
an increase in the ad valorem tax rate required to pay the Bonds as well as the District’s share of operations and maintenance
expenses payable from ad valorem taxes.

Recent Extreme Weather Events; Hurricane Harvey

The greater Houston area, including Fort Bend County, is subject to occasional severe weather events, including
tropical storms and hurricanes. If substantial damage were to occur to taxable property within the District as a result of
such a weather event, the investment security of the Bonds could be adversely affected. The greater Houston area has
experienced four storms exceeding a 0.2% probability (i.e. “500-year flood” events) since 2015, including Hurricane
Harvey, which made landfall along the Texas Gulf Coast on August 25, 2017, and brought historic levels of rainfall during
the successive four days.

The City operates the water and sewer system in the District. According to reports from the City, the City’s water
and wastewater system serving the District sustained no material damage and there was no interruption of water and sewer
service from the City as a result of Hurricane Harvey. Further, the District did not receive reports of any homes or
commercial businesses within the District that experienced structural flooding or other material damage as a result of
Hurricane Harvey.

If a future weather event significantly damaged all or part of the improvements within the District, the assessed
value of property within the District could be substantially reduced, which could result in a decrease in tax revenues and/or
necessitate an increase the District’s tax rate. Further, there can be no assurance that a casualty loss to taxable property
within the District will be covered by insurance (or that property owners will even carry flood or other casualty insurance),
that any insurance company will fulfill its obligation to provide insurance proceeds, or that insurance proceeds will be used
to rebuild or repair any damaged improvements within the District. Even if insurance proceeds are available and
improvements are rebuilt, there could be a lengthy period in which assessed values within the District could be adversely
affected

Specific Flood Type Risks

River (or Fluvial) Flood occurs when water levels rise over the top of river, bayou or channel banks due to
excessive rain from tropical systems making landfall and/or persistent thunderstorms over the same area for extended
periods of time. The damage from a riverine flood can be widespread. The overflow can affect smaller rivers and streams
downstream, or may sheetflow overland. Flash flooding is a type of riverine flood that is characterized by an intense, high
velocity torrent of water that occurs in an existing river channel with little to no notice. Flash floods are very dangerous
and destructive not only because of the force of the water, but also the hurtling debris that is often swept up in the flow.
They can occur within minutes or a few hours of excessive rainfall. They can also occur even if no rain has fallen, for
instance, after a levee or dam has failed, or after a sudden release of water by a debris or ice jam. Controlled releases from
a dam or levee also could potentially create a flooding condition in rivers or man-made drainage systems (canals or
channels) downstream.

Ponding (or Pluvial) Flood occurs when heavy rainfall creates a flood event independent of an overflowing water
body, typically in relatively flat areas. Intense rainfall can over capacitate a drainage system which becomes trapped and
flows out into streets and nearby structures until it reaches a natural outlet. Ponding can also occur in a flood pool upstream
or behind a dam or levee.
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Overlapping Debt and Taxes

All of the land within the District is located within LID 17, and is subject to taxation by LID 17. LID 17’s 2019
Certified Taxable Assessed Valuation from the Appraisal District is $1,920,914596. The 2019 tax rate of LID 17 is $0.56
per $100 of appraised valuation ($0.25 for debt service and $0.31 for maintenance and operations). LID 17 currently has
$52,155,000 principal amount of bonds outstanding and is authorized to issue a maximum of $125,000,000 in principal
amount of unlimited tax bonds for drainage purposes without additional voter approval. In addition, LID 17 has approved
preparation and submittal of a bond application to the TCEQ for $12,000,000 principal amount unlimited tax levee
improvement bonds and $3,145,000 principal amount unlimited tax park bonds and expects approval and sale of such
bonds in late 2020. LID 17 anticipates the issuance of additional drainage bonds in the future, after issuance of the park
bonds in 2020, LID 17 will not have any remaining voter authorization for park bonds. The District cannot represent
whether any of the development planned or occurring in LID 17 will be successful or whether the appraised valuation of
the land located within LID 17 will justify continued payment of the LID 17 tax, as well as District taxes, by property
owners. Increases in LID 17's tax rate could have an adverse impact upon future development and upon development and
home sales within LID 17, which includes the District, and the willingness of owners of property located within the District
to pay ad valorem taxes levied by LID 17 and the District.

The District intends that the composite of its tax rate and those of LID 17 and the City, will not exceed $1.50 per
$100 of appraised valuation; however, the District cannot control the tax rates of the City or LID 17. There can be no
assurances that the composite of the tax rates imposed by all jurisdictions on property in the District will be competitive
with the composite of the tax rates of competing projects in the Harris/Fort Bend County region. To the extent that such
composite tax rates are not competitive with competing developments, the growth of property tax values in the District
and the investment quality or security of the Bonds could be adversely affected. A composite tax rate of $1.50 is higher
than the tax rate of many municipal utility districts in the Houston metropolitan area, although such a combined rate is
within the range set by certain municipal utility districts in the Houston metropolitan area in stages of development
comparable with the District.

The current TCEQ rules regarding the feasibility of a bond issue for utility districts in Fort Bend County limit the
projected “combined tax rate” attributable to an entity levying a tax for water, wastewater and drainage to $1.50. In the
case of the District, the total “combined tax rate” under current TCEQ rules includes the tax rate of the District, LID 17
and the City. If the total “combined tax rate” specifically attributable to water, sewer, drainage, roads and recreational
facilities should ever exceed $1.50, the District and LID 17 could be prohibited under rules of the TCEQ from selling
additional bonds. See “FINANCIAL INFORMATION C