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The City of Bastrop, Texas Special Assessment Revenue Bonds, Series 2025 (Valverde Public Improvement District Improvement Area #1) (the “Bonds”), are
being issued by the City of Bastrop, Texas (the “City””). The Bonds will be issued in fully registered form, without coupons, in authorized denominations of $100,000 of
principal amount and any integral multiple of $1,000 in excess thereof. The Bonds will bear interest at the rates set forth on page i hereof, and such interest will be
calculated on the basis of a 360-day year of twelve 30-day months, and will be payable on each March 1 and September 1, commencing September 1, 2025, until maturity
or earlier redemption. The Bonds will be registered in the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), New York, New York. No
physical delivery of the Bonds will be made to the beneficial owners thereof. For so long as the book-entry only system is maintained, the principal of and interest on the
Bonds will be paid from the sources described herein by BOKF, NA, Dallas, Texas, as trustee (the “Trustee”), to Cede & Co. as the registered owner thereof. See
“BOOK-ENTRY ONLY SYSTEM.”

The Bonds are being issued by the City pursuant to the Public Improvement District Assessment Act, Subchapter A of Chapter 372, Texas Local Government
Code, as amended (the “PID Act”), an ordinance expected to be adopted by the City Council (the “City Council”) on February1HMarch 25, 2025, and an Indenture of
Trust, dated as of MarehApril 1, 2025 (the “Indenture”), entered into by and between the City and the Trustee. Capitalized terms not otherwise defined herein shall have
the meanings assigned to them in the Indenture.

Proceeds of the Bonds will be used for the purpose of (i) paying a portion of the Actual Costs of the Improvement Area #1 Improvements (as defined herein), (ii)
paying capitalized interest on the Bonds during the period of construction and acquisition of Improvement Area #1 Improvements, (iii) funding a reserve account for
payment of principal and interest on the Bonds, (iv) funding the initial deposit to the Administrative Fund for the payment of the initial Annual Collection Costs, and (v)
paying the costs of issuance of the Bonds. See “THE IMPROVEMENT AREA #1 IMPROVEMENTS” and “APPENDIX A — Form of Indenture.”

The Bonds, when issued and delivered, will constitute valid and binding special, limited obligations of the City payable solely from and secured by the Pledged
Revenues, consisting primarily of Assessments levied against assessable properties in the Valverde Public Improvement District (originally created as Viridian Public
Improvement District, and formerly known as NEU Community Bastrop) (the “District”) in accordance with a Service and Assessment Plan and other funds comprising
the Trust Estate, all to the extent and upon the conditions described herein. The Bonds are not payable from funds raised or to be raised from taxation. The Assessments
are expected to be levied in accordance with the Assessment Ordinance (as defined herein) of the City. See “SECURITY FOR THE BONDS.”

The Bonds are subject to redemption at the times, in the amounts, and at the redemption prices more fully described herein under the subcaption “DESCRIPTION
OF THE BONDS — Redemption Provisions.”

The Bonds involve a significant degree of risk and are not suitable for all investors. Prospective purchasers should carefully evaluate the risks and merits of an
investment in the Bonds, should consult with their legal and financial advisors before considering a purchase of the Bonds, and should be willing to bear the risks of loss
of their investment in the Bonds. The Bonds are not credit enhanced or rated and no application has been made for a rating on the Bonds. See “BONDHOLDERS’
RISKS” and “SUITABILITY FOR INVESTMENT.”
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PROVIDED IN THE INDENTURE. THE BONDS DO NOT GIVE RISE TO A CHARGE AGAINST THE GENERAL CREDIT OR TAXING POWER OF THE CITY
AND ARE PAYABLE SOLELY FROM THE SOURCES IDENTIFIED IN THE INDENTURE. THE OWNERS OF THE BONDS SHALL NEVER HAVE THE RIGHT
TO DEMAND PAYMENT THEREOF OUT OF MONEY RAISED OR TO BE RAISED BY TAXATION, OR OUT OF ANY FUNDS OF THE CITY OTHER THAN
THE TRUST ESTATE, AS AND TO THE EXTENT PROVIDED IN THE INDENTURE. NO OWNER OF THE BONDS SHALL HAVE THE RIGHT TO DEMAND
ANY EXERCISE OF THE CITY’S TAXING POWER TO PAY THE PRINCIPAL OF THE BONDS OR THE INTEREST OR REDEMPTION PREMIUM, IF ANY,
THEREON. THE CITY SHALL HAVE NO LEGAL OR MORAL OBLIGATION TO PAY THE BONDS OUT OF ANY FUNDS OF THE CITY OTHER THAN THE
TRUST ESTATE. SEE “SECURITY FOR THE BONDS.”

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

The Bonds are offered for delivery when, as, and if issued by the City and accepted by FMSbonds, Inc. (the “Underwriter”), subject to, among other things, the
i approval of the Bonds by the Attorney General of Texas and the receipt of the opinion of McCall, Parkhurst & Horton L.L.P., Austin, Texas, Bond Counsel, as to the
—gvalidity of the Bonds and the excludability of interest thereon from gross income for federal income tax purposes. See “APPENDIX C — Form of Opinion of Bond
%Counsel ” Certaln legal matters w111 be passed upon for the Clty by 1ts counsel Denton Navarro Rodrlguez Bernal Santee & Zeeh P.C., for the Underwriter by its counsel,

= Greenberg Traurig, LLP; see

@0

3“LEGAL MATTERS Legal Proceedlngs”) and for the Developer by its eounsel Metcalfe Wolff Stuart & Wllllams LLP Itis expeeted that the Bonds will be delivered
—in book-entry form through the facilities of DTC on or about Mareh-6April 17, 2025 (the “Date of Delivery”).
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PRELIMINARY LIMITED OFFERING MEMORANDUM

$11,939,000°
CITY OF BASTROP, TEXAS
(a municipal corporation of the State of Texas located in Bastrop County)
SPECIAL ASSESSMENT REVENUE BONDS, SERIES 2025
(VALVERDE PUBLIC IMPROVEMENT DISTRICT IMPROVEMENT AREA #1)

INTRODUCTION

The purpose of this Limited Offering Memorandum, including the cover page, inside cover and appendices
hereto, is to provide certain information in connection with the issuance and sale by the City of Bastrop, Texas (the
“City”), of its $11,939,000* aggregate principal amount of Special Assessment Revenue Bonds, Series 2025
(Valverde Public Improvement District Improvement Area #1) (the “Bonds”).

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

The Bonds are being issued by the City pursuant to the Public Improvement District Assessment Act,
Subchapter A of Chapter 372, Texas Local Government Code, as amended (the “PID Act”), the ordinance
authorizing the issuance of the Bonds expected to be adopted by the City Council of the City (the “City Council”) on
FebruaryHMarch 25, 2025 (the “Bond Ordinance”), and an Indenture of Trust, dated as of MarehApril 1, 2025
(the “Indenture”), entered into by and between the City and BOKF, NA, Dallas, Texas, as trustee (the “Trustee”).
The Bonds will be secured by a pledge and lien upon the Trust Estate (as defined in the Indenture) consisting
primarily of revenue from special assessments (the “Assessments™) to be levied against assessable property (the
“Assessed Property”) located within Improvement Area #1 of the Valverde Public Improvement District (originally
created as Viridian Public Improvement District, and formerly known as NEU Community Bastrop) (the “District”)
pursuant to an ordinance (the “Assessment Ordinance™) expected to be adopted by the City Council on February-
HMarch 25, 2025. The City created the District as “Viridian Public Improvement District” pursuant to an
ordinance adopted by the City Council on March 9, 2021 (the “Creation Resolution) and subsequently changed the
name of the District to “Valverde Public Improvement District.” Prior to is creation, the District was referred to as
NEU Community Bastrop.

Reference is made to the Indenture for a full statement of the authority for, and the terms and provisions of,
the Bonds. All capitalized terms used in this Limited Offering Memorandum that are not otherwise defined herein
shall have the meanings set forth in the Indenture. See “APPENDIX A — Form of Indenture.”

Set forth herein are brief descriptions of the City, the District, Continental Homes of Texas, L.P. (the
“Developer”), P3Works, LLC (the “Administrator”), the Creation Resolution, the Assessment Ordinance, the Bond
Ordinance, the Service and Assessment Plan (as defined herein), the Development Agreement (as defined herein),
the Viridian Public Improvement District Financing and Reimbursement Agreement dated as of September 14, 2021
between the Developer and the City (the “Financing and Reimbursement Agreement”), together with summaries of
terms of the Bonds and the Indenture and certain provisions of the PID Act. All references herein to such documents
and the PID Act are qualified in their entirety by reference to such documents or such PID Act and all references to

* Preliminary; subject to change.



in May 2025. Construction of the internal Improvement Area #1 Improvements benefitting Phase 13 is expected to
begin in Q1 2025 and be completed in Q1 2026.

The total expected cost of the Improvement Area #1 Improvements is $21,262,504". As of
DecemberFebruary 1, 20245, the Developer has expended approximately $14,300,000 on the Improvement Area
#1 Improvements, which was financed with cash available to the Developer. See “THE DEVELOPER — History and
Financing of the District.”

The Developer does not plan on entering into any purchase contracts with any homebuilders within the
District. The Developer is a wholly-owned subsidiary of D.R. Horton. D.R. Horton will construct the anticipated
352 single-family homes in Improvement Area #1 of the District. Home construction in Improvement Area #1
began in October 2024, and the first home closing is expected to be in February2025:March 2025. As of
February 24, 2025, 28 homes are under construction in Improvement Area #1 of the District and 24 homes
are under contract with an average contract price of $263,000 for homes on 32’ lots and $309,000 for homes
on 45°/50° lots. It is expected that approximately 13 of the homes under contract will close prior to the levy of

assessments. See “ASSESSMENT PROCEDURES — Foreclosure Proceedings” and “BONDHOLDERS’
RISKS — Assessment Limitations.”

DHI Communities (“DHI”), a wholly owned subsidiary of D.R. Horton, will construct the anticipated 250
townhomes in Improvement Area #1 of the District. DHI is expected to begin vertical construction of the
townhomes in Q2 2026 and complete such construction in Q2 2027. The townhomes are expected to be rental units
with an average rental rate of approximately $1,775/unit.

The City has entered into a reimbursement agreement with the Developer (the “Reimbursement
Agreement”) to reimburse a portion of the costs of the Improvement Area #1 Improvements. Under the
Reimbursement Agreement, the City will reimburse the Developer a portion of the costs of the Improvement Area #1
Improvements from proceeds of the Bonds. The City has agreed to reimburse the Developer an amount not to
exceed $10,970,000 for the actual costs of the Improvement Area #1 Improvements, and expects to amend and
restate the Reimbursement Agreement concurrent with the approval of the Bonds to allow for reimbursement in the
total amounts shown in the Service and Assessment Plan (as defined herein). The City expects to reimburse the
Developer ${PROJECT FUND-DEPOSIT]9,608,581" for the costs of the Improvement Area #1 Improvements
from the proceeds of the Bonds. The remaining costs of the Improvement Area #1 Improvements will be funded by
the Developer without reimbursement by the City.

The City will pay a portion of the project costs for the Improvement Area #1 Improvements from proceeds
of the Bonds. The Developer will submit payment requests on a monthly basis for costs actually incurred in
developing and constructing the Improvement Area #1 Improvements and be paid in accordance with the Indenture,
the Financing and Reimbursement Agreement, and the Reimbursement Agreement. See “THE IMPROVEMENT
AREA #1 IMPROVEMENTS — General,” “THE DEVELOPMENT — Development Plan and Status of Development
in Improvement Area #1” and “APPENDIX F — Financing and Reimbursement Agreement.” The remaining costs of
the Improvement Area #1 Improvements will be paid by the Developer and such costs will not be reimbursed by the
City.

The Bonds

Proceeds of the Bonds will be used for the purpose of (i) paying a portion of the Actual Costs of the
Improvement Area #1 Improvements(ii) paying capitalized interest on the Bonds during the period of construction
and acquisition of Improvement Area #1 Improvements, (iii) funding a reserve account for payment of principal and
interest on the Bonds, (iv) funding the initial deposit to the Administrative Fund for the payment of the initial Annual
Collection Costs, and (v) paying the costs of issuance of the Bonds. To the extent that a portion of the proceeds of
the Bonds is allocated for the payment of the costs of issuance of the Bonds and less than all of such amount is used
to pay such costs, the excess amount shall be transferred, first, to the Improvement Account of the Project Fund and,

* Preliminary; subject to change.



Certificate filed with the Trustee. Upon such transfers, the Improvement Account of the Project Fund shall be
closed.

Upon the Trustee’s receipt of a written determination by the City Representative that all costs of issuance of
the applicable series of Bonds Similarly Secured have been paid, any amounts remaining in the Costs of Issuance
Account shall be transferred to (i) the Improvement Account of the Project Fund and used to pay Actual Costs of the
Improvement Area #1 Improvements or (ii) if no Improvement Area #1 Projects remain to be funded, to the
Principal and Interest Account and used to pay interest on the Bonds, as directed in a City Certificate filed with the
Trustee and the Costs of Issuance Account shall be closed.

Reserve Account of the Reserve Fund

Pursuant to the Indenture, a Reserve Account will be created within the Reserve Fund for the benefit of the
Bonds and held by the Trustee and will be funded with proceeds of the Bonds in the amount of the Reserve Account
Requirement. Pursuant to the Indenture, the “Reserve Account Requirement” shall be an amount equal to the least
of (i) Maximum Annual Debt Service on the Bonds Similarly Secured as of the date of issuance, (ii) 125% of
average Annual Debt Service on the Bonds Similarly Secured as of the date of issuance of the applicable series of
Bonds Similarly Secured, and (iii) 10% of the proceeds of the Bonds Similarly Secured; provided, however, that
such amount shall be reduced as a result of (1) an optional redemption or (2) an extraordinary optional redemption
and any such reduction in the Reserve Account Requirement shall be by a percentage equal to the pro rata principal
amount of Bonds Similarly Secured redeemed by such redemption divided by the total principal amount of the

Outstandmg Bonds Slmllarly Secured prior to such redemptlon As—ef—tlw—d—a%e—ef—deha&ery—(#—ﬁw—l%ends—ﬁw

Sewieeen—ﬂ*e—l%m&ds—a&ef—ﬂ%&d—at&ef—issuaﬂee—“Annual Debt SerV1ce means for each Bond Year the sum of (1)
the interest due on the Outstanding Bonds Similarly Secured in such Bond Year assuming that the Outstanding
Bonds Similarly Secured are retired as scheduled (including by reason of Sinking Fund Installments), and (ii) the
principal amount of the Outstanding Bonds Similarly Secured due in such Bond Year (including any Sinking Fund
Installments due in such Bond Year). “Bond Year” means the one-year period beginning on October 1 in each year
and ending on September 30 in the following year._As of the date of delivery of the Bonds, the Reserve Account

Requirement is $

Whenever, on any Interest Payment Date, the amount on deposit in the Bond Fund is insufficient to pay the
debt service on the Bonds Similarly Secured due on such date, the Trustee shall transfer first from the Delinquency
& Prepayment Reserve Account of the Reserve Fund, and second from the Reserve Account of the Reserve Fund to
the Bond Fund the amounts necessary to cure such deficiency. Whenever a transfer is made from the Reserve Fund
to the Bond Fund due to a deficiency in the Bond Fund, the Trustee shall provide written notice thereof to the City,
specifying the amount withdrawn and the source of said funds.

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

Whenever, on any Interest Payment Date, or on any other date at the request of a City Representative, the
value of cash and Value of Investment Securities on deposit in the Reserve Account exceeds the Reserve Account
Requirement, the Trustee shall provide written notice to the City Representative of the amount of the excess. Such
excess shall be transferred to the Principal and Interest Account to be used for the payment of interest on the Bonds
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Similarly Secured on the next Interest Payment Date in accordance with the Indenture, unless prior to the next
Interest Payment Date, the Trustee receives a City Certificate instructing the Trustee to apply such excess: (i) to pay
amounts due for Rebatable Arbitrage, (ii) to the Administrative Fund in an amount not more than the Annual
Collection Costs for the Bonds Similarly Secured or (iii) to the Project Fund to pay Actual Costs of the Improvement
Area #1 Improvements if such application and the expenditure of funds is expected to occur within three years of the
date of the Indenture.

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

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

Delinquency and Prepayment Reserve Account of the Reserve Fund

Pursuant to the Indenture, a Delinquency and Prepayment Reserve Account has been created within the
Reserve Fund and held by the Trustee for the benefit of the Bonds. Subject to the provisions set forth under “—
Pledged Revenue Fund,” the Trustee will transfer from the Bond Pledged Revenue Account of the Pledged Revenue
Fund to the Delinquency & Prepayment Reserve Account on March 1 of each year, commencing March 1, 2026, and
on any other day set forth in a City Certificate, an amount equal to the Additional Interest until the Delinquency &
Prepayment Reserve Requirement has been accumulated in the Delinquency & Prepayment Reserve Account. Once
the Delinquency & Prepayment Reserve Requirement has accumulated in the Delinquency & Prepayment Reserve
Account, any amounts in excess of the Delinquency & Prepayment Reserve Requirement shall be transferred by the
Trustee to the Redemption Fund to redeem Bonds Similarly Secured as provided in the Indenture provided,
however, that at any time the amount on deposit in the Delinquency & Prepayment Reserve Account is less than
Delinquency & Prepayment Reserve Requirement, the Trustee shall resume depositing such Additional Interest into
the Delinquency & Prepayment Reserve Account until the Delinquency & Prepayment Reserve Requirement has
accumulated in the Delinquency & Prepayment Reserve Account. In determining the amounts to be transferred as
described in this paragraph, the Trustee may conclusively rely on a City Certificate specifying the amounts to
transfer— See “APPENDIX A — Form of Indenture” and “APPENDIX B — Form of Service and Assessment
Plan.” "Delinquency & Prepayment Reserve Requirement'" means an amount equal to 6% of the principal
amount of the then Outstanding Bonds Similarly Secured, which amount will be funded from Improvement

Area #1 Assessments and Annual Installments deposited to the Pledged Revenue Fund for subsequent

transfer to the Delinquency & Prepayment Reserve Account of the Reserve Fund in accordance with the
terms of this Indenture

Whenever, on any Interest Payment Date, or on any other date at the written request of the City
Representative, the amount in the Delinquency & Prepayment Reserve Account exceeds the Delinquency &
Prepayment Reserve Requirement, the Trustee shall provide written notice to the City of the amount of the excess,
and the Trustee shall transfer such excess pursuant to the second paragraph set forth under “—Reserve Account of
the Reserve Fund.”

Whenever, on any Interest Payment Date, the amount on deposit in the Bond Fund is insufficient to pay the
debt service on the Bonds Similarly Secured due on such date, the Trustee shall transfer first from the Delinquency
& Prepayment Reserve Account of the Reserve Fund, and second from the Reserve Account of the Reserve Fund to
the Bond Fund the amounts necessary to cure such deficiency.

At the final maturity of the Bonds Similarly Secured, the amount on deposit in the Reserve Account and the

Delinquency & Prepayment Reserve Account shall be transferred to the Redemption Fund and applied to the
payment of the principal of the Bonds Similarly Secured.-
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adjustment in the Assessment applicable to the Remaining Property after any required Prepayment as set forth
below. Notwithstanding the foregoing, if the Assessment that remains due on the Remaining Property exceeds
the Maximum Assessment, the owner of the Remaining Property will be required to make a Prepayment in an
amount necessary to ensure that the Assessment against the Remaining Property does not exceed the
Maximum Assessment, in which case the Assessment applicable to the Remaining Property will be reduced
by the amount of the partial Prepayment. If the City receives all or a portion of the eminent domain proceeds
(or payment made in an agreed sale in lieu of condemnation), such amount shall be credited against the
amount of Prepayment, with any remainder credited against the assessment on the remaining property.

In all instances the Assessment remaining on the Remaining Property shall not exceed the Maximum
Assessment.

By way of illustration, if an owner owns 100 acres of Assessed Property subject to a $100
Assessment and 10 acres is taken through a Taking, the 10 acres of Taken Property shall be reclassified as
Non-Benefited Property and the remaining 90 acres of Remaining Property shall be subject to the $100
Assessment, (provided that this $100 Assessment does not exceed the Maximum Assessment on the
Remaining Property). If the Administrator determines that the $100 Assessment reallocated to the Remaining
Property would exceed the Maximum Assessment on the Remaining Property by $10, then the owner shall be
required to pay $10 as a Prepayment of the Assessment against the Remaining Property and the Assessment
on the Remaining Property shall be adjusted to be $90.

Notwithstanding the previous paragraphs in this subsection, if the owner of the Taken Property
notifies the City and the Administrator that the Taking prevents the Remaining Property from being developed
for any use which could support the Estimated Buildout Value requirement, the owner shall, upon receipt of
the compensation for the Taken Property, be required to prepay the amount of the Assessment required to buy
down the outstanding Assessment to the Maximum Assessment on the Remaining Property to support the
Estimated Buildout Value requirement. Said owner will remain liable to pay the Annual Installments on both
the Taken Property and the Remaining Property until such time that such Assessment has been prepaid in full.

Notwithstanding the previous paragraphs in this subsection, the Assessments shall not, however, be
reduced to an amount less than the outstanding Bonds.

Priority of Lien

The Assessments or any reassessment, the expense of collection, and reasonable attorney’s fees, if incurred,
constitute a first and prior lien against the property assessed, superior to all other liens and claims except liens or
claims for the State, county, school district or municipality ad valorem taxes, and are a personal liability of and
charge against the owners of the property regardless of whether the owners are named. The lien is effective from the
date of the Assessment Ordinance until the Assessment is paid and may be enforced by the City in the same manner
as an ad valorem tax levied against real property may be enforced by the City. The owner of any property assessed
may pay the entire Assessment levied against any lot or parcel, together with accrued interest to the date of payment,
at any time.

Foreclosure Proceedings

In the event of delinquency in the payment of any Annual Installment, except for unpaid Assessments on
homestead property (unless the lien associated with the Assessment attached prior to the date the property became a
homestead), the City is empowered to order institution of an action in state district court to foreclose the lien of such
delinquent Annual Installment. In such action the real property subject to the delinquent Annual Installments may be
sold at judicial foreclosure sale for the amount of such delinquent Annual Installments, plus penalties and interest. .
It is noted that up to 12 homes are expected to close to end users prior to the levy of the Assessments, but it is
unclear if such homeowners will have properly claimed homestead rights at such time. Each of such
homeowners are expected to execute a notice of and consent to the Assessments at the closing of such homes
(the “Homeowner Consents”). It is unclear what effect the Homeowner Consents, if any, would have on the
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ability of the City to foreclose on the portion of the Assessments secured by such homes. See
“BONDHOLDERS RISKS — Assessment Limitations.”

Any sale of property for nonpayment of an installment or installments of an Assessment will be subject to
the lien established for remaining unpaid installments of the Assessment against such property and such property
may again be sold at a judicial foreclosure sale if the purchaser thereof fails to make timely payment of the
non-delinquent installments of the Assessments against such property as they become due and payable. Judicial
foreclosure proceedings are not mandatory. In the event a foreclosure is necessary, there could be a delay in
payments to owners of the Bonds pending prosecution of the foreclosure proceedings and receipt by the City of the
proceeds of the foreclosure sale. It is possible that no bid would be received at the foreclosure sale, and in such
event there could be an additional delay in payment of the principal of and interest on Bonds or such payment may
not be made in full. The City is not required under any circumstance to purchase the property or to pay the
delinquent Assessment or Annual Installment on the corresponding Assessed Property.

In the Indenture the City will covenant to take and pursue all actions permissible under Applicable Laws to
cause the Assessments to be collected and the liens thereof enforced continuously, in the manner and to the
maximum extent permitted by Applicable Laws, and to cause no reduction, abatement or exemption in the
Assessments, provided that the City is not required to expend any funds for collection and enforcement of
Assessments other than funds on deposit in the Administrative Fund. Pursuant to the Indenture, Foreclosure
Proceeds constitute Pledged Revenues to be deposited into the Pledged Revenue Fund upon receipt by the City and
distributed in accordance with the Indenture. See “APPENDIX A — Form of Indenture.”

The City will not be obligated to fund foreclosure proceedings out of any funds other than in the
Administrative Fund. If Pledged Revenues are insufficient to pay foreclosure costs, the owners of the Bonds may be
required to pay amounts necessary to continue foreclosure proceedings. See “APPENDIX A — Form of Indenture”
and “APPENDIX B — Form of Service and Assessment Plan.”

THE CITY

Background

The City is a political subdivision and municipal corporation of the State, duly organized and existing under
the laws of the State. The City was incorporated in 1837. Some of the services that the City provides are public
safety (police and fire protection), highways and streets, electric, water and sanitary sewer utilities, health and social
services, culture-recreation, public transportation, public improvements, planning and zoning, and general
administrative services. The City covers approximately 7.2 square miles. The City’s 2020 Census population was
9,688. The City’s 2025 estimated population is 11,679. The City is located in the Austin-San Marcos MSA,
approximately 33 miles southeast of the City of Austin and 24 miles southeast of Austin-Bergstrom International
Airport.

City Government

The City has a City Council comprised of the Mayor and five Councilmembers. The term of office is three
years. The mayor and the council are elected at-large. Each year, two council places, which includes the mayoral
and each councilmember position in its respective year, and shall be up for election. No member of the council may
serve more than six consecutive years; however, any member of the council may leave office for a period not less
than eleven months and then may run for office under the same conditions thereafter. The mayor is the chief
presiding officer for the City.

City Water and Wastewater System

The City’s water and wastewater department manages a water distribution service of over 10 square miles.
The City provides water services through a network of approximately 68 miles of transmission and distribution lines.
The City utilizes ground water for its public water supply and has developed its own production facilities. There are
currently 7 wells which include 6 ground water wells located near the Colorado River which withdraw water from an
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drainage improvements will be designed and constructed in accordance with City standards and
specifications and will be owned and operated by the City.

Soft Costs: Softs costs includes costs related to designing, constructing, and installing the Improvement
Area #1 Improvements including land planning and design, City permits and fees, engineering, soil testing,
survey, construction management, legal, special assessment consulting, district formation expenses and
contingency.

The following table reflects the total expected costs of the Improvement Area #1 Improvements, Bond
Issuance Costs and First Year Annual Collection Costs.

Type of Improvement Costs”
Streets $6,637,576
Water 2,817,287
Wastewater 2,079,838
Drainage 5,475,303
Soft Costs 4,252,501
Subtotal Improvement Area #1 Improvements $21,262,504
Bond Issuance Costs and First Year Annual Collection Costs $2.330.419
Total $23,592,923

The expected total cost of the Improvement Area #1 Improvements, Bond Issuance Costs and First Year
Annual Collection Costs is approximately $23,592,923". A portion of the costs of the Improvement Area #1
Improvements, in the expected amount of $9,608,581%, is expected to be paid or reimbursed from the proceeds of
the Bonds. The balance of the costs has been paid or will be paid by the Developer with cash available to the
Developer, and will not be reimbursed by the City.

Ownership and Maintenance of the Improvement Area #1 Improvements

The Improvement Area #1 Improvements will be dedicated to the City in accordance with City standards
and specifications. The City will provide for the ongoing operation, maintenance and repair of the Improvement
Area #1 Improvements constructed and conveyed, as outlined in the Service and Assessment Plan.

THE DEVELOPMENT

The following information has been provided by the Developer. Certain of the following information is
beyond the direct knowledge of the City, the City’s Financial Advisor and the Underwriter, and none of the City, the
City’s Financial Advisor, Bond Counsel nor the Underwriter have any way of guaranteeing the accuracy of such
information. See “SOURCES OF INFORMATION - Source of Certain Information.”

Overview

The Development is an approximately 399.878 acre master planned residential project to be known as
“Valverde.” The Development is located at the intersection of State Highway 71 and Farm to Market Road 969,
with access to the Development directly from Farm to Market Road 969. Improvement Area #1 of the Development
is located in the corporate limits of the City and the remaining property of the Development is located in the
extraterritorial jurisdiction of the City. The Developer expects the remaining portion of the Development to be
annexed into the City as the Development is developed. The Development is approximately 30 miles southeast of the
City of Austin, Texas, approximately 19 miles south of the City of Elgin, Texas, and approximately 31 miles
northwest of the City of Lockhart, Texas. The Development is approximately 22 miles southeast of
Austin-Bergstrom International Airport, 22 miles east from Circuit of the Americas, and 22 miles southeast from the

* Preliminary; subject to change.
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Austin Tesla factory. The City, located in the southeastern region of the Austin-Round Rock-San Marcos, Texas
Metropolitan Statistical Area (the “Austin MSA”), is poised for growth as the overall Austin MSA continues its
growth trajectory.

The Development is expected to include a variety of open spaces, parkland, pedestrian trails and bike trails,
and an amenity center for residents to enjoy. This combination will provide its residents a community environment in
which to live. The Development is located within Bastrop ISD.

Development Plan and Status of Development in Improvement Area #1 of the District

The Development is expected to include approximately 1,399 single-family residential lots consisting of a
mixture of 32°, 43°, 45 and 50’ lots, as well as 250 townhome rental units at build out. Development in the District
began with Improvement Area #1, which is expected to contain a total of 352 single-family residential lots and 250
townhomes, and is being developed in three phases, Phase 2, which contains 174 lots, Phase 3, which is expected to
contain 178 lots, and Phase 13, which is expected to contain all 250 townhomes.

The Developer has constructed and will continue to construct the Improvement Area #1 Improvements.
Construction of the portion of the Improvement Area #1 Improvements benefitting Phase 2 began in September
2022. Internal lot improvements for Phase 2 have been completed, and final completion of Phase 2, which is
pending completion of a lift station, is expected to occur in January 2025. Construction of the portion of the
Improvement Area #1 Improvements benefitting Phase 3 began in May 2024 and is expected to be completed in
May 2025. Construction of the internal Improvement Area #1 Improvements benefitting Phase 13 is expected to
begin in Q1 2025 and be completed in Q1 2026.

The total expected cost of the Improvement Area #1 Improvements is $21,262,504". As of
DecemberFebruary 1, 20245, the Developer has expended approximately $14,300,000 on the Improvement Area
#1 Improvements, which was financed with cash available to the Developer. See “THE DEVELOPER — History and
Financing of the District.”

Photographs of Development in Improvement Area #1 of the District

A photograph of development within Improvement Area #1 of the District are included herein in Appendix
G.

Builders within Improvement Area #1 of the District

The Developer does not plan on entering into any purchase contracts with any homebuilders within the
District. The Developer is a wholly-owned subsidiary of D.R. Horton. D.R. Horton will construct the anticipated
352 single-family homes in Improvement Area #1 of the District. Home construction in Improvement Area #1
began in October 2024, and the first home saleclosing is expected to be in February2025-March 2025. As of
February 24, 2025, 28 homes are under construction in Improvement Area #1 of the District and 24 homes
are under contract with an average contract price of $263,000 for homes on 32’ lots and $309,000 for homes
on 45°/50° lots. It is expected that approximately 13 of the homes under contract will close prior to the levy of

assessments. See “ASSESSMENT PROCEDURES - Foreclosure Proceedings” and “BONDHOLDERS’
RISKS — Assessment Limitations.”

DHI will construct the anticipated 250 townhomes in Improvement Area #1 of the District. DHI is
expected to begin vertical construction of the townhomes in Q2 2026 and complete such construction in Q2 2027.
The townhomes are expected to be rental units with an average rental rate of approximately $1,775/unit.

* Preliminary; subject to change.
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property tax bills as evidenced by property tax delinquencies may also indicate an unwillingness or inability to make
regular property tax payments and Annual Installments of Assessment payments in the future.

In order to pay debt service on the Bonds, it is necessary that Annual Installments are paid in a timely
manner. Due to the lack of predictability in the collection of Annual Installments in the District, the City has
established a Reserve Account in the Reserve Fund, to be funded from the proceeds of the Bonds, to cover
delinquencies. The Annual Installments are secured by the Assessment Lien. However, there can be no assurance
that foreclosure proceedings will occur in a timely manner so as to avoid depletion of the Reserve Account and delay
in payments of debt service on the Bonds. See “BONDHOLDERS’ RISKS — Bondholders’ Remedies and
Bankruptcy” herein.

Upon an ad valorem tax lien foreclosure event of a property within Improvement Area #1 of the District,
any lien securing an Assessment that is delinquent will be foreclosed upon in the same manner as the ad valorem tax
lien (assuming all necessary conditions and procedures for foreclosure are duly satisfied). To the extent that a
foreclosure sale results in insufficient funds to pay in full both the delinquent ad valorem taxes and the delinquent
Assessments, the liens securing such delinquent ad valorem taxes and delinquent Assessments would likely be
extinguished. Any remaining unpaid balance of the delinquent Assessments would then be an unsecured personal
liability of the original property owner.

Based upon the language of Texas Local Government Code, §372.017(b), case law relating to other types
of assessment liens and opinions of the Texas Attorney General, the Assessment Lien as it relates to installment
payments that are not yet due should remain in effect following an ad valorem tax lien foreclosure, with future
installment payments not being accelerated. Texas Local Government Code §372.018(d) supports this position,
stating that an Assessment Lien runs with the land and the portion of an assessment payment that has not yet come
due is not eliminated by foreclosure of an ad valorem tax lien.

The Assessment Lien is superior to any homestead rights of a property owner that were properly claimed
after the adoption of the Assessment Ordinance. However, an Assessment Lien may not be foreclosed upon if any
homestead rights of a property owner were properly claimed prior to the adoption of the Assessment Ordinance
(“Pre-existing Homestead Rights”) for as long as such rights are maintained on the property. It is unclear under
State law whether or not Pre-existing Homestead Rights would prevent the Assessment Lien from attaching to such
homestead property or instead cause the Assessment Lien to attach, but remain subject to, the Pre-existing
Homestead Rights.

Under State law, in order to establish homestead rights, the claimant must show a combination of both overt
acts of homestead usage and intention on the part of the owner to claim the land as a homestead. Mere ownership of
the property alone is insufficient and the intent to use the property as a homestead must be a present one, not an
intention to make the property a homestead at some indefinite time in the future. As-ef-the-date-of-adeption-of
thelt is noted that up to 12 homes are expected to close to end users prior to the levy of the Assessments-
Ordinance;,no-such, but it is unclear if such homeowners will have properly claimed homestead rights will-
have-been-claimedat such time. Each of such are expected to execute the Homeowner Consents at the closing
of such homes. It is unclear what effect the Homeowner Consents, if any, would have on the ability of the
City to foreclose on the portion of the Assessments secured by such homes. Furthermore, the Developer is not
eligible to claim homestead rights and the Developer has represented that it will own alithe remainder of the
property within Improvement Area #1 of the District as of the date of the Assessment Ordinance. Consequently,
there are and can be no homestead rights on the Assessed Property superior to the Assessment Lien and, therefore,
the Assessment Lien may be foreclosed upon by the City.

Failure by owners of the parcels to pay Annual Installments when due, depletion of the Reserve Fund, delay
in foreclosure proceedings, or inability of the City to sell parcels which have been subject to foreclosure proceedings
for amounts sufficient to cover the delinquent installments of Assessments levied against such parcels may result in
the inability of the City to make full or punctual payments of debt service on the Bonds.

THE ASSESSMENTS WILL CONSTITUTE A FIRST AND PRIOR LIEN AGAINST THE PROPERTY
ASSESSED, SUPERIOR TO ALL OTHER LIENS AND CLAIMS EXCEPT LIENS AND CLAIMS FOR STATE,
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Non-U.S. Holders, certifications as to foreign status and other matters may be required to be provided by partners
and beneficiaries thereof.

Future and Proposed Legislation

Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the Federal or
state level, may adversely affect the tax-exempt status of interest on the Bonds under Federal or state law and could
affect the market price or marketability of the Bonds. Any such proposal could limit the value of certain deductions
and exclusions, including the exclusion for tax-exempt interest. The likelihood of any such proposal being enacted
cannot be predicted. Prospective purchasers of the Bonds should consult their own tax advisors regarding the
foregoing matters.

LEGAL MATTERS

Legal Proceedings

Delivery of the Bonds will be accompanied by (i) the unqualified approving legal opinion of the Attorney
General to the effect that the Bonds are valid and legally binding obligations of the City under the Constitution and
laws of the State, payable from the Trust Estate and, (ii) based upon their examination of a transcript of certified
proceedings relating to the issuance and sale of the Bonds, the legal opinion of Bond Counsel, to a like effect.

McCall Parkhurst & Horton L.L.P. Austln Texas serves as Bond Counsel to the Clty lilﬂeﬂtm{m—lleppep

LLP—)Greenberg Traurlg, LLP, Dallas Texas serves as Underwrlter s Counsel The 1ega1 fees pald to Bond

Counsel and Underwriter’s Counsel are contingent upon the sale and delivery of the Bonds.
Legal Opinions

The City will furnish the Underwriter a transcript of certain certified proceedings incident to the
authorization and issuance of the Bonds. Such transcript will include a certified copy of the approving opinion of the
Attorney General of Texas, as recorded in the Bond Register of the Comptroller of Public Accounts of the State, to
the effect that the Bonds are valid and binding special obligations of the City. The City will also furnish the legal
opinion of Bond Counsel, to the effect that, based upon an examination of such transcript, the Bonds are valid and
binding special, limited obligations of the City under the Constitution and laws of the State. The legal opinion of
Bond Counsel will further state that the Bonds, including principal thereof and interest thereon, are payable from and
secured by a pledge of and lien on the Trust Estate. Bond Counsel will also provide a legal opinion to the effect that
interest on the Bonds will be excludable from gross income for federal income tax purposes under Section 103(a) of
the Code, subject to the matters described above under the caption “TAX MATTERS.” A copy of the opinion of
Bond Counsel is attached hereto as “APPENDIX C — Form of Opinion of Bond Counsel.”

Except as noted below, Bond Counsel did not take part in the preparation of this Limited Offering
Memorandum, and such firm has not assumed any responsibility with respect thereto or undertaken independently to
verify any of the information contained therein, except that, in its capacity as Bond Counsel, such firm has reviewed
the information describing the Bonds in this Limited Offering Memorandum under the captions or subcaptions
“PLAN OF FINANCE — The Bonds” (except for the final paragraph thereof), “DESCRIPTION OF THE BONDS,”
“SECURITY FOR THE BONDS” (except for the final paragraph under the subcaption “General”), “ASSESSMENT
PROCEDURES” (except for the subcaptions “Assessment Methodology” and “Assessment Amounts”), “THE
DISTRICT,” “TAX MATTERS,” “LEGAL MATTERS — Legal Proceedings” (except for the final paragraph
thereof), “LEGAL MATTERS — Legal Opinions” (except for the final paragraph thereof), “CONTINUING
DISCLOSURE - The City,” “REGISTRATION AND QUALIFICATION OF BONDS FOR SALE,” “LEGAL
INVESTMENTS AND ELIGIBILITY TO SECURE PUBLIC FUNDS IN TEXAS” and “APPENDIX A,” and
“APPENDIX C” excluding any material that may be treated as included under such captions or subcaptions by cross
references or reference to other documents or sources, and such firm is of the opinion that the statements relating to
the Bonds and legal matters contained under such captions and subcaptions accurately describes the laws and legal
matters addressed therein and, with respect to the Bonds, insofar as such statements expressly summarize certain
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APPENDIX F
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