RESOLUTION NO. 20180823-041

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF AUSTIN:

The Council authorizes the Pilot Knob Municipal Utility District No. 3
(District) to issue in one or more series its Unlimited Tax Bonds, Series 2018A, in a

principal amount not to exceed $2,650,000, and approves a substantial draft of the

District’s Bond Resolution (Exhibit 1).

ADOPTED: _ August23 2018 ATTES

Jannette S. Goodall
~ City Clerk
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Exhibit 1

CERTIFICATE FOR EQLQIE N

THE STATE OF TEXAS §
§
COUNTY OF TRAVIS §-

The undersigned officer of the Board of Directors of Pilot Knob Municipal Utility D:slnct
No. 3 hereby certifies as follows:

1. The Board of Directors of Pilot Knob Municipal Utility District No.3 (the

“Board”) convened in special session on the 9th day of January, 2018, at the offices of Armbrust

& Brown, PLLC, 100 Congress Avenue, Suite 1300, Austin, Texas, and the roll was called of the
duly consmuted officers and members of the Board:

Thomas K. Rhodes - President

Michael C. Stouse - Vice President
Howard Surratt - Secretary .
Patrick Ley . - Assistant Secretary

Matthew W. Valdez

Assistant Secretary

and all of said persons were present, thus constltunng a quorum. Whereupon, among other
busmess, a written

RESOLUTION AUTHORIZING APPLICATION TO THE TEXAS COMMISSIONON
ENVIRONMENTAL QUALITY FOR APPROVAL OF PROJECT AND BONDS

(the “Resolution™) was introduced for consideration of the Board. It was then duly moved and
seconded that the Resolution be adopted, and, after due discussion, the motion prevailed and
carried unanimously. \

2. A true, full, and correct copy of the Resolution adopted at the meeting described
in the above paragraph is attached to this certificate; the Resolution has been duly recorded in
the Board’s minutes of the meeting; the persons named in the paragraph above are the duly
chosen, qualified, and acting officers and members of the Board as indicated therein; each of the
officers and members of the Board was duly and sufficiently notified officially and personally, in
advance, of the time, place, and purpose of the meeting and that the Resolution would be
introduced and considered for adoption at the meeting, and each of the officers and members
consented, in advance, to the holding of the meeting for such purpose; the meeting was open to
the pubhc as required by law; and public notice of the time, place, and subject of the meeting
was given as required by Chapter 551 of the Texas Government Code and Chapter 49.063 of the
Texas Water Code, as amended.
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SIGNED AND SEALED the gth day of January, 2018.
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Tﬁls instrument was ackn;)wledge'd before me on the gth day of January, 2018, by

Howard Surratt, Secretary of the Board of Directors of Pilot Knob Mummpal Utility District
Na 3, on behalf of the District.
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RESOLUTION AUTHORIZING APPLICATION TO THE 'I'EX.AS COMMISSION ON .
ENVIRONMENTAL QUALITY FOR APPROVAL OF PROJECT AND BONDS

THE STATE OF TEXAS ' §
§
COUNTY OF TRAVIS §

WHEREAS, Pilot Knob Municipal Utility District No. 3 (the “District™ is a political
subdivision of the State of Texas, created and operating under Chapters 49 and 54 of the, Texas
Water Code; and

WHEREAS, the Board of Directors of the District (the “Board™ desires to issue
$2,650,000 in District bonds (the “Bonds™) to finance the acquisition of certain water,
wastewater, and drainage capacity and facilities; and

, WHEREAS. Section 49.181 of the Texas Water Code requires that, prior to issuing the

Bonds, the District submit an application to the Texas Commission on Environmenta! Quality
{the “Commission”) requesting investigation of any proposed project to be financed with the
Bonds, together with a copy of an engineer’s report on the project and all data, profiles, maps,
plans, and specifications prepared in connection with that report; and

WHEREAS, the Board desires to request the Commission’s approval of the issuance of
the Bonds te finance certain water, wastewater, and drainage capacity and facilities that are
more completely described in the engineering report prepared by Musser Engineering
Assaciates, Inc, d/b/a Kétchen Table Civil Sclutions and submitted with this Resolution (the

“Engineer’s Report”); an .

WHEREAS, the Board also desires to request a waiver of the Commission's 30%
developer cost participation requirement; and

WHEREAS, the Board also desires to request a waiver of the Commission’s requirement
that a current market study be provided to support the feasibility of the proposed Bonds because
at least 50% of the value of the houses and/or buildings shown in the build-out schedule and
used in the projected tax rate calculations supporting the proposed Bonds exists;

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD THAT:

Section1:  The President and Secretary of the Board and the District’s consultants,
mcludmg the District’s engineers, Musser Engineering Associates, Inc. d/b/a Kitchen Table Cm]
Solutions, the District's attorneys, Armbrust & Brown, PLLC, the District’s bond counsel,
McCall, Parkhurst & Horton, L.L.P., and the District’s financial advisor, Specialized Public
Finance Inc., are hereby authorized and directed as follows:

(a) to apply to the Commission for an mveshgat:on and report on the
feasibility of the District's acquisition of the water, wastewater, and drainage capacity
and facilities described in the Engineer’s Report;

(b)  to request that the Commission approve the Bonds in the principal

. amount of $2,650,000 bearing interest at a net effective interest rate not to exceed the

highest rate permitted by applicable law, and maturing serially in accordance with the
amortization schedule contained in the Engineer's Report;
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(c) to request that the Commission waive the 30% developer cost
participation requirement of 30 Texas Administrative Code §293.47, as permitted by 30
Texas Administrative Code §293.47(a)(1), because the District has or will have a ratio of
debt (including the proposed Bonds) to certified assessed valuation of 10% or less; and

(d) to request that the Commission waive the requirement of 30 Texas
Administrative Code §293.59(k)(10) for a current market study to support the feasibility
of the proposed Bonds because at least 50% of the value of the houses and/or buildings
shown in the build-out schedule and used in the projected tax rate calculations
supporting the proposed Bonds exists, as permitted by 30 Texas Administrative Code
§293.59(1}(5)(A).

Section 2: By this applicatioh, the District confirms to the Commission that it will
comply with the terms and conditions preseribed by the Commission.

A full and complete copy of the Engineer’s Report is enclosed in support
of this application, together with a copy of the data, profiles, maps, plans, and specifications
prepared in connection with the Engineer’s Report.

Section 4: The President and Secretary of the Board, the District’s engineers, Musser
Engineering Associates, Ine. d/b/a Kitchen Table Civil Solutions, the District's attorneys,
Armbrust & Brown, PLLC, the District's bond counsel, McCall, Parkhurst & Horton, L.L.P., and
the District's financial advisor, Specialized Public Finance Inc., are authorized and directed (i) to
do all things required in connection with this application, and (ii) in accordance with the terms
and conditions of the Consent Agreement between the City of Austin, Texas (the “City"), Carma
Easton LLC, and the District dated effective as of April 13, 2012 (the "Consent Agreement”), to
give notice to the City of the District’s intention to issue the Bonds by filing the information
described in Section 10 of the Consent Agreement with the director of the City's finance
department (the “Finance Director”), including, without limitation, giving written notice to the
Finance Director at the time the District submits this apphcatmn to the Commission for
approval of the issuance of the Bonds, and subm:ttmg the following to the City for review: (a)
upon the Commission’s approval of the issuance of the Bonds, a copy of the District’s
application, including the engineering report and projected debt service schedule; (b) a copy of
the Commission’s order approving the issuance of the Bonds; and (c) any other information
reascnably required by the director of the City’s Planning and Review Department.

. Section 5: Section 10.06 of the Consent Agreement requires the District to include,
in each application for the approval of the issuance of Bonds, the terms and conditions of the
Consent Agreement related to the bond issnance. Accordingly, the terms and conditions of the
Consent Agreement related to the bond issuance are attached to this Resolution as Exhibit “A”,
and are included and incorporated in this Resolution and application by reference.

Section 6: A certified copy of this Resolution constitutes an application to the
Commission under Section 49.181 of the Texas Water Code for approval of the project and the
Bonds described above.

{REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK. SIGNATURE PAGE FoLLOWS.)
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PASSED AND APPROVED this gth day of January, 2018.

0 ‘2,

PILOT KNOB MUNICIPAL UTILITY
B e DISTRICT NO. 3
-": ‘be;" ] .‘.'oﬁ.\*%‘.
(SEALF ¥F «A\&, 12 % |
T 2y g3
Thomas K. Rhodes, President
Board of Directors

Howard Surratt, Secretary
Board of Directors
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EXHIBIT “A”

ARTICLE X OF CONSENT AGREEMENT

Nectiong.02 Limitation on District Powers. The District agrees that it will
not have or crercise the power tn enforee Restriclive Covenants nor the pawer to own, finanee,
construct, or maintain any OA Amenities. The Developer sgnaes that all QA Amenities will be
conveyed to and be owned, opersted, and maimained by an Owners Assaciation and not the
District.

Sectiong.03  Creatiom of Ownern Associatlon by the Developer. The
Developer agrees 1o cause the Ovwmers Assacintion Lo be created as a Texas nonprofit corporation
on ar before the date the first eubdivided Int within the District is sold 10 a third-party
purchaser, This ogreement of the Developer will constitate a covenant running with the Land,
and will be binding upan the Developer and its successors and assigns until such time a5 the
Owners Association is duly incorperated and notive of the ereation is provided ta the Gily and
recorded in the OfBcial Public Records of Travis Counly, Toas.

Section 9.04  Membership in and Duties of the Owners Asvoclation. The
ownens of al] developed lotg within the Disirict (other than {he Owners Assoclation, the District
and/ar Limited District, and any other public utility or public enlity owning property within the
District, inclding the City andfor Travig Caunty), will be required to be membaers of the Owners
Association under the ierms of the Resirictive €ovenants. The Owners Assoclation will be
granied assesiment powery and Ben righls under the Resirictive Covenants.  The Ownerw

- Association will be obligated, among other duties, to enforce 1he Resiriclive Covenants in vrder
in maintaln property values In the District and to accept all OA Ameunitics constructed by the
‘Developer within the District for ownership, operalion, and maintenance. The QOwners
Association will be required, under the lerms of the Restriclive Covenants, (o Jevy assessments
sufficiant (o pay all capital, operutions and mainlensnce expuenses associaled with the OA
Amcn]tiﬁl : ’ '

ARTICIE X,
FINANCIAL AND BONDS

Scectdon 10.01 Tax Rate. The District agtecs that, unless otherwise spproved in
writing hy the City Council, the District's totul annosl ud valurem tax rale must oqual or exceed
the City's annuul ad vulorem lax rate. The Dicttict agreed 1o adopl ils annosl lax mic in
compliance with the lcgal requirements applicable 1o municipal utllity districts, to report the ax
rate sot by the District esch year tu the District’s tax uascesur/eotlector and io perform al) acis
required by law for it tax rae 1o bo effective. .

Scction 10.02  District Fees, The District agress that the City will be exempt from,
and will nedt be axscweed, 2oy District foes,

Section 10,03 Authority 1o Issuc Bands. The District will have the authority 1
tsyue Boruls: : ‘

(n) for the purchase, construction, scquisition, repair, cxtension, and
lmprovemont of land, esscments, worls, improvements, fecililics, piants, equipment, -
and appliances, undivided interests in facilities, and/ar contract rights, necessary to:

(1) providea water supply for municipal uses, domestic uses,
and commereinl purpuses;

fa) colleet, transpori, process, dispose of, and cantrol gll
domaestle, fndustrial, ar communal wastes whether In fluid,

L]
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solid, or composite state (other than solid waste, as defined
in Chapter 35-6 of the Gity Code); and

(3) gather, conduct, divert, and controt local storm water or
uther local harynfnl excesses of water in the District;

M) to pay expenses authorized by Section 49.155, Texas Water Code, as

amended;

© to develop and maintaln Parks and Recrestional Facilities as
anthorized by Subchapior N of Chapter 4g (Sections .49.461, ¢} 5¢4.), Texas Water Code,
g5 amoended;

(d) to pay its proratu share of the cust of sny Shared Facilities;

(e) in accordance with the Enabling Legislation, to design, acquire,

construet, and finance Road Improvements; and

N to finance any Gre protection plan approved in accordance wilth
Section 49.351, Texus Water Code, and thix Agreement ‘

The District most Issue ils Bonds for the purpnse of financing reimbursable expueruey under

- Seetlon 49.155. Texas Water Code, and the cost of purchasing, acquiring or constructing waler,
wasiewater, and drainage facililies, interests in facilitics, and/or contracl rights prior to or
slmultanvonsly with issuance of Bawds for any other purpose. The City agrees that the District
may issue Rz Bonds (o finance, pay or relimburve 100% of all cosls and expentes that it is
autharized Lo finance, pay or reimburse under applicable rules of the Commission, and any
conilicling. ' inconsistent or Kmiting provisions of Owlinance No, 810819-E, other CHy
ordinancey, ot any other Applicable Rnles are hereby waived.

Section 10.04 Maximum Amouani of Now Money Bonds. The Districi agrees
that the total principal amount of new money Bonds that moy he authorized for issuance by the
District and the Other Pint Knob Districts for capital improvemenix, on o cumnlative basis. may
not exveed $895.000,000 without City Councl appruvel. Thia tota! principal amnunt of Bonds
will be exciusive of the principal smount of any authorized refunding Bonds and Bondy
authorized to finance any fire plan approved by the District and the Other Pilot Knob Districts oy
contcmplated hy Section 5.006. At such time as the District canvasses the reaulhts of its bond
eection, it will provide a enpy of the Baard’s order canvassing the retrmn of such dection to the
City.

Scction 10,08 Timing of Iasunnce; Amorlization Period; Maturitien. The
District proposcs tn isxwe Bonds substantially b sccordunce with the finance plan attached as
Exhibil ©. in order to privide the Ciy with lome assurance as to the timing of the District's
janance and reticement of its debl, the IHstrict will wie good falth efforts, In market
conditions and sufficient tax base existing, 10 sell its laxt isnue of Bords on or before December
70, 2037. If the District faiks or is ustable 1o do sn, the City will have the autherity Lo revoke 1he
District’s authority to issue {ta resnaiming authorized bt unissved Boads and to proceed with
angexation of the, District for full purposes. All RBonds muat be amortize) over a periond that
Joes ot exceed 2§ yents from the date of {ssuance, cach ssue of Bonds muxt be structured o
that sulsiantially level debt service roquirements will be maintzined throughout. the
amortization period of the lsrve, dnd each Rond twae must inclnde an optinnal redemption date
o later than 10 years after the date of isssance. These requirements may valy be modified if the
modification is approved in- writing, by the Finante Director following roeeipt of a written

(L]
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application from the District, setting forth the justification for the requested modification. The
Finance Director will have no obligation to approve any such application.

Section 10,06 Notification for Bond Reviews. ‘The Dislricl agrees to inclade, in

“cach application for the appraval of the irspance of Bonds, the terms and conditions of this

Agreement related 1o bond issuance. The Develgper and the District cach agree that it will not
request reimbursement or authorization o reimburse any expenses mot authorized by this
Agreement. '

. 1 ‘
Section 10.07 Notice to City. The Disirict agrees to give notice tn the City of its
intention to issue Bonds by filing the information deseribed in this Section with the Finance

‘Section 10.08 Bonds Requiring Commmission Approval. The District must
give writien notice to the Finunce Director at the time the District sohmits any application 1o the
Commission for approvat af the issbance of Bonds.

Section 10.09 Refundlog Bonds. In connection with: () an advance refunding
which (i) has a final maturity no longer than the final maturity on the cbligations refunded, (i)
will achieve a net presment value savings in an amount consistent with the City's Bnancial policies
for City rcfundings, and (iii) has savings that are substantially or faily uniform over each
maturily heing refunded: or (h) a current refunding which (i) has a final maturity no longer than
the final maturity un the refunded obligations, (ii) will achicve 3 net present value savings, and
(i) has savings that arc substanially or fairly uniform over each maturity of obligations being

-refunded, no prior notice to or City review ar approval will be required; howoever, the District

must deliver a certificate {rom its financial advisor thet demonstrates that the proposed
refunding will comply with this Scction at Jeast three isiness duys before cxeeution of the
purchase agreement for the refunding and must deliver evidence of its compliance with the
requirements of this Seetion lo the City within three business days after the execution of the
purchase agreement for the refunding, ‘

Section10.20  City Review and Approval. Upon Commission approval of any
issuance of Bonds, the District must submit a copy of its application Lo the Commission,
including the engincering report and projected debt servicr schedule; 2 copy of the Commission
arder approving the issuance of the Bonds: and eny other information reasonably required by
the PDRD Director 1o the City for review, The City's approval of any District Bond issue will nat
be unreasonably withheld, conditioned ot delayed. The City will have the right to disapprove
any prupased Bond issue only if the District or the Developer is not in compliance with any
materizl term of this Agreement or the SPA. The District may be required to provide evidence of
compliance with this Seetion 1000 at the time of the sale of its Bonds; therefore, the City agrees
that the PORD Director will be authorized to and will provide written confirmation of City
approval to the District promptly upon the Districl’s request.

" Seation 0.1 Other Punds. The District msy use funds nhiained fron any

-available, lawful source (o acquire, own, aperate, and maeiniain its facilitics, as well as to

accumplish any purpose or 1o exercise any function, act, power, or right anthorized by law and
nol prohibited by this Agreement. Such funds may include tevenues from any of the sysiems,
facillties, properties, and assets of the District that are not otherwise committed for the payment
of indebtednrss of the Districl; maintenance taxes; loans, gifls, grants, and donations from
public or private saurces; and revenues from any other lawfully available source.

Section 1012 Expenses Not Eligible for Reimhurrement. A District Bond
issuc may include nor mare than two years of capitalized interest. Proceeds from a Dislrict

20
{WMM!)

{W0765254.1} 6



Band issue may nol be used 1o reimbuarse a developer for mare than twe yenrs of devaloper
intercst or land rasts for the following:

(a} Eascrnents for water and wastewater facllities within the boundary of
the District that age grasted to the City;

b) Sites for lifl slallons, pump stations. and other sbove-ground water
and wastewaler rfrastrociure located wilhin the boundary of the District that are
cotrveyed to the Gy, except for sites fir Major Water and Wastewater Facilitios that are
eligible for reimbursement under the rules of the Commission: and

ic) Siles frr fire and emergency services stations, and ltbrary hulldings.

Seclion 10.13  Distriet Debt Serviee Yax. The District agrees o levy a tax o pay
ded service an the Disirict’s Bonds in aconrdance with the terms of each resolution or order
approving the issuance of its Bonds In cach year while such Bonds are oustanding until the full
purpose annexation of the District. Al debt service tax revenues will be maintained in a
separate aconunt or acceunts from the District's general opevating funds. The Distriet will -
require that its bookkeeper provide an socounting allocation of the debt service fund amang the
various categories of bonded facilities in ceder to simplify the City's internal allocation of the
dedt serviee fund following the full purpose annesation of the District and transfer of the fund to
the City.

Scction 1.1y Assumption of the District’s Outstanding Obligations,
Linhilitics, and Assets Upon Full Purpose Anoexution. Upon the Gity's full purpose
annexalivm aof the District, the Distriet's nutstanding obligutions, indebtedneas, other liabililien,
and usscts will be transferred and assumed as provided in the SPA,

Section to.as  Helmbursement Agreements: Paymeni 1o Developer
Yollowing Full Purposc Annexntlon, The Districl agroes that all Relmburmsement
Agreemcnts that it enters into with any develeper within the Dinstrict will incude the folluwing
provisiun relating fo any sums puyable by the City upon full purpose annexation of the District
under Section 43,05, Texas Local Government Code: - :

I, at the Ume of full purpese anncxation of the District, the
developer has completed the construction of or financed any
facflitics or undivided interests in facilitios on bohall of the District
in .accordance with the terma of this agroement, it the Distnict
hus not issned Bonds to reimburse the develiper far the cost of the
ficilities or undivided interests in facilitien, .the developer agrees
that it will convey the facilities or undivided (ntarests in questinn
10 the City, free and dear of any liens,-calms or mesmbrances,
subjrt to the developer’s right 10 reimburtancnt under Snction
43-0715. Texas Local Governnunt Code, modified as provided in
this scetinn. The developer agrees that the amount payable by the
City will be determined based on aosts zod cxpenses that are
eligible for reimbursement under Commission rubes, without any
waivers or varianoes, but will be payable ta the developer in three
equa) annual installments, with the fint payment being mate
within 30 days of the date of the City’s full purpose annexation,
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