OFFICIAL STATEMENT DATED APRIL 24, 2018

NEW ISSUES - BOOK-ENTRY ONLY Ratings: Fitch: “AAA”;
S&P: “AAA”
(See “Other Information — Ratings”)

In the opinion of McCall, Parkhurst & Horton L.L.P., Bond Counsel, interest on the Bonds (hereinafter defined) is excludable from gross
income for federal income tax purposes under statutes, regulations, rulings and court decisions existing on their date of initial delivery and the
Bonds are not “private activity bonds.” See “TAX MATTERS'” for a discussion of the opinion of Bond Counsel.

$832,065,000
TEXAS WATER DEVELOPMENT BOARD
STATE WATER IMPLEMENTATION
REVENUE FUND FOR TEXAS REVENUE BONDS,
SERIES 2018A (MASTER TRUST)

Interest Accrual: Date of Delivery (hereinafter defined) Due: April 15 and October 15, as shown on inside cover page

The Texas Water Development Board (the “Board”) is issuing the Texas Water Development Board State Water Implementation
Revenue Fund for Texas Revenue Bonds, Series 2018A (Master Trust) (the “Bonds”) pursuant to a Master Trust Indenture between the Board
and The Bank of New York Mellon Trust Company, National Association (the “Master Trustee”) dated as October 1, 2015 (the “Master
Indenture”), and a Bond Indenture between the Board and The Bank of New York Mellon Trust Company, National Association (the “Bond
Indenture Trustee”), dated as May 1, 2018, with respect to the issuance of the Bonds (the “Bond Indenture”), which Bond Indenture was
approved by a resolution adopted by the Board on March 1, 2018 (the “Resolution”). The Master Indenture and the Bond Indenture are
collectively referred to herein as the “Indentures.” See “INTRODUCTION.” Interest on the Bonds will accrue from their Date of Delivery at
the fixed rates of interest shown on the inside front cover page hereof. Interest will be payable on October 15, 2018, and on each April 15 and
October 15 thereafter until maturity or prior redemption, and will be calculated on the basis of a 360-day year composed of twelve 30-day
months. The Bonds are being issued only as fully registered bonds in the denomination of $5,000 or any integral multiple thereof within a series
and maturity.

The Board initially will issue the Bonds registered only in the name of Cede & Co., the nominee of The Depository Trust Company,
New York, New York (“DTC”), pursuant to the book-entry-only system described in “APPENDIX E — DESCRIPTION OF BOOK-
ENTRY-ONLY SYSTEM AND GLOBAL CLEARANCE PROCEDURES.” Principal of the Bonds will be payable to Cede & Co., which
will make distributions of the payments to the participating members of DTC for subsequent remittance to the Beneficial Owners (as defined in
Appendix E). In the event the Bonds are not in the book-entry-only system, payment of principal of the Bonds will be made to the registered
owner upon maturity or redemption prior to maturity only upon presentation and surrender of the Bonds at the Designated Payment/Transfer
Office of the Bond Indenture Trustee, as initial Paying Agent/Registrar (the “Paying Agent/Registrar”). As of the date hereof, the Designated
Payment/Transfer Office of the Paying Agent/Registrar is its Houston, Texas, corporate trust office.

The proceeds from the sale of the Bonds will be used (i) to provide funds to finance projects to implement the State Water Plan, as
defined herein, through the purchase or entering into of bonds, notes, agreements or other evidences of indebtedness (collectively, the “Political
Subdivision Obligations”) purchased from, or entered into with, a Political Subdivision to evidence the obligation to repay Political Subdivision
Obligations made or incurred pursuant thereto, as further described in Appendix A-1 and Appendix A-2, and (ii) to pay the costs of issuance of
the Bonds. See “PLAN OF FINANCE.”

The Bonds are special, limited obligations of the Board equally and ratably secured by and payable solely from a lien on the related
Security, as hereinafter defined, pursuant to the applicable Bond Indenture including, but not limited to: (i) all Revenues, as hereinafter defined,
held under the related Bond Indenture; (ii) all amounts held in the funds and accounts established under the applicable Bond Indenture (other
than the Rebate Fund established for the Bonds and the applicable Costs of Issuance Account); and (iii) all of the proceeds of the foregoing
including, without limitation, investments thereof. In addition, the Bonds are secured by amounts that become available under the Master
Indenture. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS.”

The Bonds are subject to optional redemption prior to their stated maturity. The Bonds may be subject to mandatory sinking fund
redemption as described herein. See “THE BONDS - Redemption.”

The Bonds are issued under authority of the laws of the State of Texas, including specifically Subchapter H, Chapter 15, Texas
Water Code, as amended. The Bonds shall never constitute general obligations of the Board or the State of Texas within the meaning of any
constitutional or statutory provision or limitation. Issuance of the Bonds shall not, directly, indirectly or contingently, obligate the State of Texas
to levy any form of taxation therefor or make any appropriation for their payment. The Board has no taxing power.

SEE INSIDE COVER PAGE HEREIN FOR STATED MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, INITIAL YIELDS,
AND CUSIP NUMBERS.

The Bondls are offered for delivery when, as and if issued, and are subject to the approval of the Attorney General of the State
of Texas and subject to the approval of certain legal matters by McCall, Parkhurst & Horton L.L.P., Bond Counsel. Certain legal
matters will be passed upon for the Board by Bracewell LLP, Houston, Texas, Disclosure Counsel. Certain legal matters will be passed
upon for the Underwriters by their counsel, Orrick, Herrington & Sutcliffe LLP, Austin, Texas. It is expected that the Bonds will be
delivered through the facilities of DTC on or about Wednesday, May 9, 2018 (the “Date of Delivery”).

J.P. Morgan
BofA Merrill Lynch Citigroup Fidelity Capital Markets
Morgan Stanley RBC Capital Markets Ramirez & Co., Inc.

Siebert Cisneros Shank & Co., L.L.C. SAMCO Capital Markets, Inc.



MATURITY SCHEDULE

$832,065,000
TEXAS WATER DEVELOPMENT BOARD
STATE WATER IMPLEMENTATION
REVENUE FUND FOR TEXAS REVENUE BONDS,
SERIES 2018A (MASTER TRUST)

CUSIP Prefix: 882854
$299,515,000 Serial Bonds

Principal Interest Initial cusip? Principal Interest Initial cusip?
Maturity” Amount Rate  Yield Suffix ~ Maturity”  Amount Rate  Yield Suffix
10/15/2018 $ 10,000,000 5.000%  1.600% E65 10/15/2025 $19,775,000 5.000%  2.500% G438
4/15/2019 10,000,000 5.000% 1.750% E73 4/15/2026 5,000,000 5.000%  2.540% G55
10/15/2019 15,600,000 5.000%  1.860% E81 10/15/2026 18,320,000 5.000%  2.560% G63
4/15/2020 5,000,000 5.000% 1.910% E99 4/15/2027 Ak HAK HAK HAK
10/15/2020 16,225,000 5.000%  1.960% F23 10/15/2027 18,980,000 5.000%  2.630% G71
4/15/2021 5,000,000 5.000%  2.040% F31 4/15/2028 oAk Hokk HoHk HoAk
10/15/2021 16,870,000 5.000%  2.090% F49 10/15/2028 19,665,000 5.000% 2.730% @ G89
4/15/2022 5,000,000 5.000%  2.130% F56 4/15/2029 HoAk HkH *oAE HkH
10/15/2022 17,545,000 5.000% 2.180% Fo4 10/15/2029 20,380,000 5.000% 2.780% © G97
4/15/2023 5,000,000 5.000%  2.250% F72 4/15/2030 320,000 5.000% 2.810% @ H21
10/15/2023 18,255,000 5.000%  2.290% F80 10/15/2030 10,000,000 4.000% 2.970% @ H47
4/15/2024 5,000,000 5.000%  2.370% F98 10/15/2030 11,135,000 5.000% 2.830% © H39
10/15/2024 19,000,000 5.000% 2.410% G22 4/15/2031 545,000 5.000% 2.860% © H54
4/15/2025 5,000,000 5.000%  2.460% G30 10/15/2031 21,900,000 5.000% 2.880% © H62

$532,550,000 Term Bonds

$23,565,000 4.000% Term Bonds maturing October 15, 20320, initial yield 3.200%®; CUSIP Suffix No. H70®
$24,515,000 4.000% Term Bonds maturing October 15, 20330, initial yield 3.300%®; CUSIP Suffix No. H§8?
$25,510,000 4.000% Term Bonds maturing October 15, 20340, initial yield 3.360%®; CUSIP Suffix No. H96®
$26,545,000 4.000% Term Bonds maturing October 15, 2035, initial yield 3.410%®; CUSIP Suffix No. J29®
$27,625,000 4.000% Term Bonds maturing October 15, 2036, initial yield 3.460%®; CUSIP Suffix No. J37®
$28,755,000 4.000% Term Bonds maturing October 15, 20370, initial yield 3.510%®; CUSIP Suffix No. J45®
$29,930,000 4.000% Term Bonds maturing October 15, 2038, initial yield 3.530%®; CUSIP Suffix No. J52®
$172,035,000 5.000% Term Bonds maturing October 15, 20430, initial yield 3.300%®; CUSIP Suffix No. J60?®
$174,070,000 4.000% Term Bonds maturing April 15, 20480, initial yield 3.770%®; CUSIP Suffix No. J78?

(Interest accrues from Date of Delivery)

() Optional Redemption. The Bonds having stated maturities on and after October 15, 2028, are subject to redemption at the option of the
Board, in whole or from the time to time in part, on April 15, 2028 or any date thereafter, at the par value thereof plus accrued interest to
the date of redemption. See "THE BONDS — Redemption."

@ CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is provided by S&P Global Market
Intelligence on behalf of the American Bankers Association. This data is not intended to create a database and does not serve in any way
as a substitute for the services provided by CUSIP. The State, the Board, the Financial Advisor, and the Underwriters are not responsible
for the selection or correctness of the CUSIP numbers set forth herein.

® Yield calculated to the earlier of maturity or the first optional call date at par, April 15, 2028.

Separate Issuance of SRF Revenue Bonds. Concurrently with the offering and sale of the Bonds, the Board offered and sold its State
Revolving Fund Revenue Bonds, Series 2018 (the “2018 SRF Bonds”),delivered on April 26, 2018 pursuant to a separate resolution of the
Board and a separate Official Statement. See “APPENDIX C — INFORMATION REGARING THE TEXAS WATER DEVELOPMENT
BOARD - Financial Assistance Programs — Revenue Bonds.” The 2018 SRF Bonds are not being offered pursuant to this Official
Statement. The Bonds and the 2018 SRF Bonds are each separate and distinct securities offerings, were sold independently, and have
different features, including the security for each obligation. Holders of the Bonds will have no rights to the proceeds of the 2018 SRF
Bonds or the property pledged as security for the payment thereof, and holders of the 2018 SRF Bonds will have no rights to the proceeds
of the Bonds or the property pledged as security for the payment thereof.
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TEXAS WATER DEVELOPMENT BOARD

Members

MEMBERS

Peter M. Lake, Chairman
Kathleen Jackson, Member
Brooke Paup, Member

Jeff Walker
Amanda Lavin

Jessica Zuba
Rebecca Trevino

Georgia Sanchez

Todd Chenoweth

Term Expiration

February 1, 2021
February 1, 2023
February 1, 2019

STAFF MEMBERS

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

Dallas, Texas

DISCLOSURE

Executive Administrator
Assistant Executive
Administrator

Deputy Executive Administrator
Chief Financial Officer

Debt Portfolio Manager and
Development Fund Manager
General Counsel

FINANCIAL ADVISOR
Hilltop Securities Inc.
Austin, Dallas and San Antonio, Texas

COUNSEL

Bracewell LLP
Houston, Texas

MASTER TRUSTEE
The Bank of New York Mellon Trust
Company, N.A.
Houston, Texas

BOND INDENTURE TRUSTEE
The Bank of New York Mellon Trust
Company, N.A.

Houston, Texas

Questions regarding this Official Statement may be directed to Georgia Sanchez, Debt Portfolio Manager and Development
Fund Manager, Texas Water Development Board, 1700 North Congress Avenue, Austin, Texas 78701; Telephone:
(512) 475-4584; Electronic Mail: georgia.sanchez@twdb.texas.gov.
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No dealer, broker, salesman or other person has been authorized by the Board or the Underwriters 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 representations must not be relied upon as having been authorized by
the Board or the Underwriters. This Official Statement does not constitute an offer to sell, or a solicitation of an
offer to buy, Bonds in any jurisdiction to any person to whom it is unlawful to make such offer, solicitation or
sale in such jurisdiction.

Certain information set forth herein has been obtained from the Board and other sources which are
believed to be reliable but is not guaranteed as to accuracy or completeness, and is not to be construed as a
representation by the Underwriters. 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 Board
or other matters described herein since the date hereof.

IN CONNECTION WITH THE OFFERING OF THE BONDS, THE UNDERWRITERS MAY OVER-
ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF
THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

NEITHER THE BOARD, ITS FINANCIAL ADVISOR NOR THE UNDERWRITERS MAKE ANY
REPRESENTATION OR WARRANTY WITH RESPECT TO THE INFORMATION CONTAINED IN THIS
OFFICIAL STATEMENT REGARDING THE DEPOSITORY TRUST COMPANY (“DTC”) OR ITS BOOK-
ENTRY-ONLY SYSTEM, AS SUCH INFORMATION HAS BEEN FURNISHED BY DTC.

THE UNDERWRITERS HAVE PROVIDED THE FOLLOWING SENTENCE FOR INCLUSION IN
THIS OFFICIAL STATEMENT. THE UNDERWRITERS HAVE REVIEWED THE INFORMATION IN THIS
OFFICIAL STATEMENT IN ACCORDANCE WITH, AND AS PART OF, THEIR RESPECTIVE
RESPONSIBILITIES TO INVESTORS UNDER THE FEDERAL SECURITIES LAWS AS APPLIED TO THE
FACTS AND CIRCUMSTANCES OF THIS TRANSACTION, BUT THE UNDERWRITERS DO NOT
GUARANTEE THE ACCURACY OR COMPLETENESS OF SUCH INFORMATION.

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

No registration statement relating to the Bonds has been filed with the SEC under the Securities Act
of 1933, as amended, in reliance upon an exemption 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 Board
assumes no responsibility for registration or qualification for sale or other disposition of the Bonds under the
securities laws of any 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 will not be
construed as an interpretation of any kind with regard to the availability of any exemption from securities
registration or qualification provisions.



INFORMATION CONCERNING OFFERING RESTRICTIONS IN CERTAIN JURISDICTIONS
OUTSIDE THE UNITED STATES

REFERENCES HEREIN TO THE “ISSUER” MEANS THE TEXAS WATER DEVELOPMENT BOARD
AND REFERENCES TO “BONDS” OR “SECURITIES” MEAN THE BONDS OFFERED HEREBY.
NEITHER THE ISSUER NOR THE UNDERWRITERS ASSUME ANY RESPONSIBILITY FOR THIS
SECTION.

THE BONDS WILL TRADE AND SETTLE ON A UNIT BASIS (ONE UNIT EQUALING ONE BOND
OF $5,000 PRINCIPAL AMOUNT). FOR ANY SALES MADE OUTSIDE THE UNITED STATES, THE
MINIMUM PURCHASE AND TRADING AMOUNT IS 30 UNITS (BEING 30 BONDS IN AN
AGGREGATE PRINCIPAL AMOUNT OF $150,000).

NOTICE TO PROSPECTIVE INVESTORS IN THE EUROPEAN ECONOMIC AREA

THE BONDS ARE NOT INTENDED TO BE OFFERED, SOLD OR OTHERWISE MADE AVAILABLE
TO AND SHOULD NOT BE OFFERED, SOLD OR OTHERWISE MADE AVAILABLE TO ANY
RETAIL INVESTOR IN THE EUROPEAN ECONOMIC AREA (“EEA”). FOR THESE PURPOSES, A
RETAIL INVESTOR MEANS A PERSON WHO IS ONE (OR MORE) OF: (I) A RETAIL CLIENT AS
DEFINED IN POINT (11) OF ARTICLE 4(1) OF DIRECTIVE 2014/65/EU (AS AMENDED,“MIFID
II”); OR (II) A CUSTOMER WITHIN THE MEANING OF DIRECTIVE 2002/92/EC (AS AMENDED,
THE “INSURANCE MEDIATION DIRECTIVE”), WHERE THAT CUSTOMER WOULD NOT
QUALIFY AS A PROFESSIONAL CLIENT AS DEFINED IN POINT (10) OF ARTICLE 4(1) OF MIFID
II; OR (III) NOT A QUALIFIED INVESTOR AS DEFINED IN DIRECTIVE 2003/71/EC (AS
AMENDED, THE “PROSPECTUS DIRECTIVE”). CONSEQUENTLY, NO KEY INFORMATION
DOCUMENT REQUIRED BY REGULATION (EU) NO 1286/2014 (AS AMENDED, THE “PRIIPS
REGULATION”) FOR OFFERING OR SELLING THE BONDS OR OTHERWISE MAKING THEM
AVAILABLE TO RETAIL INVESTORS IN THE EEA HAS BEEN PREPARED AND THEREFORE
OFFERING OR SELLING THE BONDS OR OTHERWISE MAKING THEM AVAILABLE TO ANY
RETAIL INVESTOR IN THE EEA MAY BE UNLAWFUL UNDER THE PRIIPS REGULATION.

THIS OFFICIAL STATEMENT HAS BEEN PREPARED ON THE BASIS THAT ALL OFFERS OF
THE BONDS TO ANY PERSON THAT IS LOCATED WITHIN A MEMBER STATE OF THE EEA
WILL BE MADE PURSUANT TO AN EXEMPTION UNDER ARTICLE 3 OF THE, PROSPECTUS
DIRECTIVE, AS IMPLEMENTED IN MEMBER STATES OF THE EEA, FROM THE REQUIREMENT
TO PRODUCE A PROSPECTUS FOR OFFERS OF THE SECURITIES. ACCORDINGLY, ANY
PERSON MAKING OR INTENDING TO MAKE ANY OFFER IN THE EEA OF THE BONDS
SHOULD ONLY DO SO IN CIRCUMSTANCES IN WHICH NO OBLIGATION ARISES FOR THE
ISSUER OR ANY OF THE UNDERWRITERS TO PRODUCE A PROSPECTUS FOR SUCH OFFER.
NEITHER THE ISSUER NOR THE UNDERWRITERS HAVE AUTHORIZED, NOR DO THEY
AUTHORIZE, THE MAKING OF ANY OFFER OF BONDS THROUGH ANY FINANCIAL
INTERMEDIARY, OTHER THAN OFFERS MADE BY THE UNDERWRITERS, WHICH
CONSTITUTE THE FINAL PLACEMENT OF THE BONDS CONTEMPLATED IN THIS OFFICIAL
STATEMENT.

IN RELATION TO EACH MEMBER STATE OF THE EEA THAT HAS IMPLEMENTED THE
PROSPECTUS DIRECTIVE (EACH, A “RELEVANT MEMBER STATE”), WITH EFFECT FROM
AND INCLUDING THE DATE ON WHICH THE PROSPECTUS DIRECTIVE IS IMPLEMENTED IN
THAT RELEVANT MEMBER STATE, THE OFFER OF ANY BONDS WHICH IS THE SUBJECT OF
THE OFFERING CONTEMPLATED BY THIS OFFICIAL STATEMENT IS NOT BEING MADE AND
WILL NOT BE MADE TO THE PUBLIC IN THAT RELEVANT MEMBER STATE, OTHER THAN:
(A) TO ANY LEGAL ENTITY WHICH IS A “QUALIFIED INVESTOR” AS SUCH TERM IS DEFINED
IN THE PROSPECTUS DIRECTIVE; (B) TO FEWER THAN 150 NATURAL OR LEGAL PERSONS
(OTHER THAN “QUALIFIED INVESTORS” AS SUCH TERM IS DEFINED IN THE PROSPECTUS
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DIRECTIVE), SUBJECT TO OBTAINING THE PRIOR CONSENT OF THE RELEVANT INITIAL
PURCHASER OR THE ISSUER FOR ANY SUCH OFFER OR (C) IN ANY OTHER
CIRCUMSTANCES FALLING WITHIN ARTICLE 3(2) OF THE PROSPECTUS DIRECTIVE;
PROVIDED THAT NO SUCH OFFER OF THE BONDS SHALL REQUIRE THE ISSUER OR THE
INITIAL PURCHASERS TO PUBLISH A PROSPECTUS PURSUANT TO ARTICLE 3 OF THE
PROSPECTUS DIRECTIVE OR A SUPPLEMENT TO A PROSPECTUS PURSUANT TO ARTICLE 16
OF THE PROSPECTUS DIRECTIVE.

FOR THE PURPOSES OF THIS PROVISION, THE EXPRESSION AN “OFFER OF SECURITIES TO
THE PUBLIC” IN RELATION TO THE BONDS IN ANY RELEVANT MEMBER STATE MEANS THE
COMMUNICATION IN ANY FORM AND BY ANY MEANS OF SUFFICIENT INFORMATION ON
THE TERMS OF THE OFFER AND THE BONDS TO BE OFFERED SO AS TO ENABLE AN
INVESTOR TO DECIDE TO PURCHASE THE BONDS, AS THE SAME MAY BE VARIED IN THAT
RELEVANT MEMBER STATE BY ANY MEASURE IMPLEMENTING THE PROSPECTUS
DIRECTIVE IN THAT RELEVANT MEMBER STATE.

EACH SUBSCRIBER FOR OR PURCHASER OF THE SECURITIES IN THE OFFERING LOCATED
WITHIN A RELEVANT MEMBER STATE WILL BE DEEMED TO HAVE REPRESENTED,
ACKNOWLEDGED AND AGREED THAT IT IS A “QUALIFIED INVESTOR” WITHIN THE
MEANING OF ARTICLE 2(1)(E) OF THE PROSPECTUS DIRECTIVE. THE ISSUER AND EACH
INITIAL PURCHASER AND OTHERS WILL RELY ON THE TRUTH AND ACCURACY OF THE
FOREGOING REPRESENTATION, ACKNOWLEDGEMENT AND AGREEMENT.

NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED KINGDOM

THIS OFFICIAL STATEMENT IS FOR DISTRIBUTION ONLY TO, AND IS DIRECTED SOLELY
AT, PERSONS WHO (I) ARE INVESTMENT PROFESSIONALS AS SUCH TERM IN DEFINED IN
ARTICLE 19(5) OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (FINANCIAL
PROMOTION) ORDER 2005, AS AMENDED (THE “FINANCIAL PROMOTION ORDER”), (II) ARE
PERSONS FALLING WITHIN ARTICLE 49(2)(A) TO (D) OF THE FINANCIAL PROMOTION
ORDER, (III) ARE OUTSIDE THE UNITED KINGDOM, OR (IV) ARE PERSONS TO WHOM AN
INVITATION OR INDUCEMENT TO ENGAGE IN INVESTMENT ACTIVITY (WITHIN THE
MEANING OF SECTION 21 OF THE FINANCIAL SERVICES AND MARKETS ACT 2000 (THE
“FSMA”)) IN CONNECTION WITH THE ISSUE OR SALE OF ANY BONDS MAY OTHERWISE BE
LAWFULLY COMMUNICATED OR CAUSED TO BE COMMUNICATED (ALL SUCH PERSONS
TOGETHER BEING REFERRED TO AS “RELEVANT PERSONS”). THIS OFFICIAL STATEMENT
IS DIRECTED ONLY AT RELEVANT PERSONS AND MUST NOT BE ACTED ON OR RELIED ON
BY PERSONS WHO ARE NOT RELEVANT PERSONS. ANY INVESTMENT OR INVESTMENT
ACTIVITY TO WHICH THIS OFFICIAL STATEMENT RELATES IS AVAILABLE ONLY TO
RELEVANT PERSONS AND WILL BE ENGAGED IN ONLY WITH RELEVANT PERSONS. ANY
PERSON WHO IS NOT A RELEVANT PERSON SHOULD NOT ACT OR RELY ON THIS OFFICIAL
STATEMENT OR ANY OF ITS CONTENTS. THIS OFFICIAL STATEMENT HAS NOT BEEN
APPROVED FOR THE PURPOSES OF SECTION 21 OF THE FSMA AND DOES NOT CONSTITUTE
AN OFFER TO THE PUBLIC IN ACCORDANCE WITH THE PROVISIONS OF SECTION 85 OF THE
FSMA.

NOTICE TO PROSPECTIVE INVESTORS OF HONG KONG

THE CONTENTS OF THIS OFFICIAL STATEMENT HAVE NOT BEEN REVIEWED BY ANY
REGULATORY AUTHORITY IN HONG KONG. YOU ARE ADVISED TO EXERCISE CAUTION IN
RELATION TO THE OFFER OF THE BONDS. IF YOU ARE IN ANY DOUBT ABOUT ANY OF THE
CONTENTS OF THIS OFFICIAL STATEMENT, YOU SHOULD OBTAIN INDEPENDENT
PROFESSIONAL ADVICE.
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THIS OFFICIAL STATEMENT HAS NOT BEEN, AND WILL NOT BE, REGISTERED AS A
PROSPECTUS (AS DEFINED IN THE COMPANIES (WINDING UP AND MISCELLANEOUS
PROVISIONS) ORDINANCE (CHAPTER 32 OF THE LAWS OF HONG KONG)) IN HONG KONG
NOR HAS IT BEEN APPROVED BY THE SECURITIES AND FUTURES COMMISSION OF HONG
KONG PURSUANT TO THE SECURITIES AND FUTURES ORDINANCE (CHAPTER 571 OF THE
LAWS OF HONG KONG) (“SFO”). ACCORDINGLY, THE BONDS MAY NOT BE OFFERED OR
SOLD IN HONG KONG BY MEANS OF THIS OFFICIAL STATEMENT OR ANY OTHER
DOCUMENT, AND THIS OFFICIAL STATEMENT MUST NOT BE ISSUED, CIRCULATED OR
DISTRIBUTED IN HONG KONG, OTHER THAN TO 'PROFESSIONAL INVESTORS' AS DEFINED
IN THE SFO AND ANY RULES MADE UNDER THE SFO. IN ADDITION, NO PERSON MAY ISSUE
OR HAVE IN ITS POSSESSION FOR THE PURPOSES OF ISSUE, WHETHER IN HONG KONG OR
ELSEWHERE, ANY ADVERTISEMENT, INVITATION OR DOCUMENT RELATING TO THE
BONDS, WHICH IS DIRECTED AT, OR THE CONTENTS OF WHICH ARE LIKELY TO BE
ACCESSED OR READ BY, THE PUBLIC OF HONG KONG (EXCEPT IF PERMITTED TO DO SO
UNDER THE SECURITIES LAWS OF HONG KONG) OTHER THAN WITH RESPECT TO BONDS
WHICH ARE OR ARE INTENDED TO BE DISPOSED OF ONLY (A) TO PERSONS OUTSIDE HONG
KONG, (B) TO ‘PROFESSIONAL INVESTORS’ AS DEFINED IN THE SFO AND ANY RULES
MADE UNDER THE SFO.

NOTICE TO PROSPECTIVE INVESTORS IN SWITZERLAND

THIS OFFICIAL STATEMENT IS NOT INTENDED TO CONSTITUTE AN OFFER OR A
SOLICITATION TO PURCHASE OR INVEST IN THE BONDS. THE BONDS MAY NOT BE
PUBLICLY OFFERED, SOLD OR ADVERTISED, DIRECTLY OR INDIRECTLY, IN, INTO OR
FROM SWITZERLAND AND WILL NOT BE LISTED ON THE SIX SWISS EXCHANGE OR ON ANY
OTHER EXCHANGE OR REGULATED TRADING FACILITY IN SWITZERLAND. NEITHER THIS
OFFICIAL STATEMENT NOR ANY OTHER OFFERING OR MARKETING MATERIAL RELATING
TO THE BONDS CONSTITUTES A PROSPECTUS AS SUCH TERM IS UNDERSTOOD PURSUANT
TO ART. 652A OR ART. 1156 OF THE SWISS CODE OF OBLIGATIONS OR A LISTING
PROSPECTUS WITHIN THE MEANING OF THE LISTING RULES OF THE SIX SWISS EXCHANGE
OR ANY OTHER REGULATED TRADING FACILITY IN SWITZERLAND, AND NEITHER THIS
OFFICIAL STATEMENT NOR ANY OTHER OFFERING OR MARKETING MATERIAL RELATING
TO THE BONDS MAY BE PUBLICLY DISTRIBUTED OR OTHERWISE MADE PUBLICLY
AVAILABLE IN SWITZERLAND. NEITHER THIS OFFICIAL STATEMENT NOR ANY OTHER
OFFERING OR MARKETING MATERIAL RELATING TO THE OFFERING, NOR THE ISSUER,
NOR THE BONDS HAVE BEEN OR WILL BE FILED WITH OR APPROVED BY ANY SWISS
REGULATORY AUTHORITY. THE BONDS ARE NOT SUBJECT TO SUPERVISION BY ANY
SWISS REGULATORY AUTHORITY, E.G., THE SWISS FINANCIAL MARKET SUPERVISORY
AUTHORITY FINMA, AND INVESTORS IN THE BONDS WILL NOT BENEFIT FROM
PROTECTION OR SUPERVISION BY SUCH AUTHORITY.

SELLING RESTRICTIONS FOR OFFER OF SECURITIES IN SINGAPORE

THIS OFFICIAL STATEMENT HAS NOT BEEN AND WILL NOT BE REGISTERED AS A
PROSPECTUS WITH THE MONETARY AUTHORITY OF SINGAPORE. ACCORDINGLY, THIS
OFFICIAL STATEMENT AND ANY OTHER DOCUMENT OR MATERIAL IN CONNECTION WITH
THE OFFER OR SALE, OR INVITATION FOR SUBSCRIPTION OR PURCHASE, OF THE BONDS
MAY NOT BE CIRCULATED OR DISTRIBUTED, NOR MAY THE BONDS BE OFFERED OR SOLD,
OR BE MADE THE SUBJECT OF AN INVITATION FOR SUBSCRIPTION OR PURCHASE,
WHETHER DIRECTLY OR INDIRECTLY, TO PERSONS IN SINGAPORE OTHER THAN (I) TO AN
INSTITUTIONAL INVESTOR UNDER SECTION 274 OF THE SECURITIES AND FUTURES ACT,
CHAPTER 289 OF SINGAPORE (THE “SFA”), (I) TO A RELEVANT PERSON PURSUANT TO
SECTION 275(1), OR ANY PERSON PURSUANT TO SECTION 275(1A), AND IN ACCORDANCE
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WITH THE CONDITIONS SPECIFIED IN SECTION 275, OF THE SFA, OR (III) OTHERWISE
PURSUANT TO, AND IN ACCORDANCE WITH THE CONDITIONS OF, ANY OTHER
APPLICABLE PROVISION OF THE SFA.

WHERE THE BONDS ARE SUBSCRIBED OR PURCHASED UNDER SECTION 275 OF THE SFA
BY A RELEVANT PERSON WHICH IS:

(A) A CORPORATION (WHICH IS NOT AN ACCREDITED INVESTOR (AS DEFINED
IN SECTION 4A OF THE SFA)) THE SOLE BUSINESS OF WHICH IS TO HOLD INVESTMENTS
AND THE ENTIRE SHARE CAPITAL OF WHICH IS OWNED BY ONE OR MORE INDIVIDUALS,
EACH OF WHOM IS AN ACCREDITED INVESTOR; OR

(B) A TRUST (WHERE THE TRUSTEE IS NOT AN ACCREDITED INVESTOR) WHOSE
SOLE PURPOSE IS TO HOLD INVESTMENTS AND EACH BENEFICIARY OF THE TRUST IS AN
INDIVIDUAL WHO IS AN ACCREDITED INVESTOR,

SECURITIES (AS DEFINED IN SECTION 239(1) OF THE SFA) OF THAT CORPORATION OR THE
BENEFICIARIES' RIGHTS AND INTEREST (HOWSOEVER DESCRIBED) IN THAT TRUST SHALL
NOT BE TRANSFERRED WITHIN SIX MONTHS AFTER THAT CORPORATION OR THAT TRUST
HAS ACQUIRED SUCH BONDS PURSUANT TO AN OFFER MADE UNDER SECTION 275 OF THE
SFA, EXCEPT:

(1)  TO AN INSTITUTIONAL INVESTOR (AS DEFINED IN SECTION 4A OF THE SFA)
OR TO A RELEVANT PERSON (AS DEFINED IN SECTION 275(2) OF THE SFA), OR TO ANY
PERSON ARISING FROM AN OFFER REFERRED TO IN SECTION 275(1A) OR SECTION
276(4)(1)(B) OF THE SFA;

(2)  WHERE NO CONSIDERATION IS OR WILL BE GIVEN FOR THE TRANSFER;

(3)  WHERE THE TRANSFER IS BY OPERATION OF LAW;

4)  AS SPECIFIED IN SECTION 276(7) OF THE SFA; OR

(5)  AS SPECIFIED IN REGULATION 32 OF THE SECURITIES AND FUTURES

(OFFERS OF INVESTMENTS) (SHARES AND DEBENTURES) REGULATIONS 2005 OF
SINGAPORE.

[The remainder of this page has been intentionally left blank. ]

X



TABLE OF CONTENTS

INTRODUCTION .....ootiiiiiiiiiieieereseeeeeee e 1
General......cocooveieniininicieiece e 1
The Board .......c.cccveevieeiieiieiieiicieeeeeee e 1
SWIFT/SWIRFT ...ccoooviiiiiiiiiiiniiiiieeceneneeeee 1
The Bonds....c..coeeieninininieiiiicceeceeeeee 2
Political Subdivision Obligations.............c.ccecveenee.. 3
Other Information .........c.ccocevcevveevenenencnceienennn 3

SECURITY AND SOURCES OF PAYMENT

FOR THE BONDS .......ooiiiiieieeeeeeeeee e, 4
Master Trust Indenture ..........ccccoeeeeveriienceneeneenne. 4
Bond Indenture .........c..ceceevevinininienencncniee 5
SWIFT Funds Transfer Agreement..............c......... 6
Release, Substitution or Prepayment of Pledged

Political Subdivision Obligations..............cc........ 7
No Parity or Superior Obligations ..............ccevue... 8

The Bonds are Limited Obligations of the Board
and are Payable Solely from Specific

SEIVICES ..ottt 8
Flow of Funds.........coooeviieiiiiiiiiciceceeeee 8
PLAN OF FINANCE.......cccccviniiiinieeincneeeene 10
PUIPOSE .o 10
Sources and USES ......c..coeeeevenienieneeieneneneenenne 10
THE BONDS ...ttt 11
General......c.ccvininieininecece e 11
Payment ......coocooviiiiiiiiiiii e 11
Redemption.........ccoeceeeievieiieciecieceeeeeee e 11
Registration, Transfer and Exchange.................... 13
STATE WATER IMPLEMENTATION FUND FOR
TEXAS PROGRAM ....cccoooviiiiiiiiiecniiceene 14
INtroduCtion .......cceevveeeiieeiieiieiecie e 14
Authorization of SWIFT and SWIRFT ................ 15
Statutory and Regulatory Framework................... 15
Outstanding Master Trust Bonds..........c.cccceeneeee. 17
Texas Water Development Board......................... 17
Advisory COMMILEE........c.eevvvereeerreeieeieenreeeeennnn 18
State Water Plan ..........ccccoeevvevieeiieciieiecieceeee 18
Application Process .......cccceveeveenieeneenvencenieennenn 18
Political Subdivision Obligations and
Underwriting and Monitoring Process................ 20
Types of Program Assistance ...........ccccceveecueennnnne 22
Texas Treasury Safekeeping Trust
COMPANY ...ttt 23

DEBT SERVICE ON OUTSTANDING MASTER
TRUST BONDS AND SERIES 2018A BONDS .... 24
DEBT SERVICE AND CASH FLOW

PROJECTIONS.......ooiiiiiiiieienieeeeeeee e 25
PROJECTED REVENUE CASH FLOWS.............. 26
INVESTMENT CONSIDERATIONS........cccceovenee 27
Moneys on Deposit in SWIFT Are Not Pledged

in Support of Bonds........cccocceevieiiiniieniiiiieieee 27
One or More Local Governments May Default
Under Their Political Subdivision Obligations ...... 27

Owners of Bonds are Not Entitled to Accelerate
the Indebtedness of the Bonds upon a

Default.....ccooeiiiieiiiicicc e 27
Repayment of the 2018A Bonds from Sources Other
Than the Political Subdivision Obligations............ 28
Limitations on Remedies Available to Owners
OFf BONAS ..ot 28
TAX MATTERS ..o 28
Certain Federal Income Tax Considerations......... 28
Future and Proposed Legislation ................c......... 29
Information Reporting and Backup
Withholding........ccccovveviiieniiieeeeeee 30
OPINION ..ttt 30
Federal Income Tax Accounting Treatment of
Original Issue Discount ...........ccoecevvevieriveneennenns 31
Collateral Federal Income Tax Consequences...... 31
CONTINUING DISCLOSURE OF
INFORMATION ....ccoeiiiiiiiiininciccreneeeeen 32
Continuing Disclosure Undertaking of the
Board .....ccoeoiiiiieee 32
Availability of Information...........cccecevvevieneennen. 33
Limitations and Amendments..............cccverurnnen. 33
Continuing Disclosure Undertaking of
Significant BOrrowers.........ccccoevvevieeieeieeennne. 34
Compliance with Prior Undertakings of
the Board.........coceeveniininieiiiinincccicienceee 36
Compliance with Prior Undertakings of
Significant BOITOWErs ..........ccceevverieenieenieenieeienns 37
OTHER INFORMATION .....ccociviriiieecieieieene 38
RatiNgS c..oovvieiieiieieeeeeeteeeee e 38
UNerwriting......ccveeveeereerieeeiiecieeieeieeeeene e 38
Registration and Qualification of the Bonds......... 39
Legal Investments and Eligibility to Secure
Public Funds in TeXas........ccocevereereeneneneneeneans 39
Legal Opinions .........cccveeveevieerieecieeneereereeeeeenns 40
NO Litigation.......cevveeveieniieiieiieieeieeieeeeeeeeeeee 40
Sources of Information .........c..cecevenercreencnenncns 41
Financial AdViSOr........cccooviiviiniiniinienieceeeen 41
Forward-Looking Statements ............ccccevverueenen. 41
Approval of Official Statement.............c.cccoeruveneen. 42

Appendix A-1 — Summary of Political Subdivision
Obligations Expected to be Funded by the Bonds

Appendix A-2 — Significant Borrower Information

Appendix B — Definitions and Summary of
Provisions of the Master Trust Indenture and the
Bond Indenture

Appendix C — Information Regarding the Texas
Water Development Board

Appendix D — Proposed Form of Opinion of Bond
Counsel

Appendix E — Description of Book-Entry-Only
System and Global Clearance Procedures



SUMMARY

This Summary is provided for the convenience of potential investors and is expressly qualified by
the entire Official Statement, which should be reviewed in its entirety by potential investors.

Issuer:

Issue:

Dated Date:
Interest Payment Dates:
Principal Due:

Redemption:

Authorization:

Texas Water Development Board (the “Board”)

Texas Water Development Board State Water Implementation Revenue Fund for
Texas Revenue Bonds, Series 2018A (Master Trust) (the “Bonds™).

Date of Delivery

April 15 and October 15, commencing October 15, 2018.

As detailed on the inside front cover page of this Official Statement.

Optional Redemption. The Bonds or portions thereof maturing on and after
October 15, 2028, may be called for optional redemption and payment prior to
maturity on April 15, 2028, and on any date thereafter, in whole or in part at a

redemption price of 100% of the principal amount thereof, plus accrued interest
thereon to the redemption date.

Mandatory Sinking Fund Redemption. The Bonds scheduled to mature on
October 15 in the years 2032, 2033, 2034, 2035, 2036, 2037, 2038 and 2043 and
on April 15, 2048 (the “Term Bonds”) are subject to scheduled mandatory
redemption by the Paying Agent/Registrar by lot, or by any other customary
method that results in a random selection, at a price equal to the principal amount
thereof, plus accrued interest to the redemption date, out of moneys available for
such purpose in the interest and sinking fund for the Bonds, on the dates and in the
respective principal amounts, set forth herein. See “THE BONDS -
Redemption.”

On November 5, 2013, Texas voters approved adding Sections 49-d-12 and 49-d-
13 to Article III of the Texas Constitution which created the State Water
Implementation Fund for Texas (“SWIFT”) and the State Water
Implementation Revenue Fund for Texas (“SWIRFT”), respectively. Both
SWIFT and SWIRFT are constitutionally dedicated funds in the State Treasury
outside the general revenue fund of the State created for the purpose of
implementing the State Water Plan, as defined herein. Both SWIFT and
SWIRFT will be administered by, or on behalf of, the Board, or its successor, for
the purpose of implementing the State Water Plan. The Bonds are to be issued
pursuant to the terms of a Master Trust Indenture, dated as of October 1, 2015,
between the Board and The Bank of New York Mellon Trust Company, National
Association (the “Master Indenture”) and a Bond Indenture, dated as of May 1,
2018, between the Board and The Bank of New York Mellon Trust Company,
National Association, with respect to the Bonds (the “Bond Indenture”). The
Master Indenture and the Bond Indenture are collectively referred to herein as the
“Indentures.” In its capacity as trustee under the Master Indenture, The Bank of
New York Mellon Trust Company, National Association is referred to herein as
the “Master Trustee,” and in its capacity as trustee under the Bond Indenture, The
Bank of New York Mellon Trust Company, National Association is referred to
herein as the “Bond Indenture Trustee.” See “SECURITY AND SOURCES
OF PAYMENT FOR THE BONDS - Master Trust Indenture” and “- Bond
Indenture.”
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Security:

Credit Rating:

Program:

Purpose:

Tax Matters:

The funds held in SWIFT are kept and held by the Texas Treasury Safekeeping
Trust Company (the “TTSTC”) in the name of the Board. The Board and TTSTC
may enter into bond enhancement agreements to provide a source of revenue or
security for the payment of bonds issued by the Board in support of the State Water
Plan, including bonds issued, the proceeds of which are deposited to the credit of
SWIRFT. The SWIFT Funds Transfer Agreement (the “SWIFT Funds Transfer
Agreement”) executed in connection with the issuance of the Bonds constitutes
such a bond enhancement agreement under State law. Pursuant to Subchapter G
(as defined herein) the Board may elect no more than two transfers of funds from
SWIFT in each fiscal year of the State, which commences on September 1 of a
calendar year and ends on the succeeding August 31. To that end, on
March 15, 2018 the Board and TTSTC entered into the SWIFT Funds Transfer
Agreement, pursuant to which not to exceed $175,000,000 in funds from SWIFT
will be transferred on or before the Date of Delivery to the Master Trustee for
immediate transfer to the Bond Indenture Trustee for deposit under the Bond
Indenture. See “SECURITY AND SOURCES OF PAYMENT FOR THE
BONDS — SWIFT Funds Transfer Agreement.” The SWIFT Funds Transfer
Agreement is the second, and final, bond enhancement agreement that the Board
may execute in the current fiscal year ending August 31, 2018.

The Bonds are special, limited obligations of the Board equally and ratably secured
by and payable solely from a lien on the Security pursuant to the Bond Indenture
(the “Security for the Bonds”) including, but not limited to: (i) all Revenues held
under the Bond Indenture; (ii) all amounts held in the funds and accounts
established under the Bond Indenture (other than the Rebate Fund and the Costs of
Issuance Account), and (iii) all of the proceeds of the foregoing including, without
limitation, investments thereof. SWIFT does not constitute Security for the
Bonds.

Moneys received by the Master Trustee from a Bond Indenture Trustee also
provide an additional source of security for the Bonds.

The Bonds received a rating of “AAA” from Fitch Ratings, and “AAA” from S&P
Global Ratings, a division of S&P Global, Inc. See “RATINGS” herein.

The Bonds are the sixth series of Master Trust Bonds (defined herein) issued
pursuant to the Master Indenture to provide funds for SWIRFT. The Board intends
to use the proceeds of the Bonds to provide financial assistance to Political
Subdivisions by offering subsidized financing and/or repayment deferral to
Political Subdivisions. See “SECURITY AND SOURCES OF PAYMENT
FOR THE BONDS” herein.

The Bonds are being issued (i) to provide funds to provide financial assistance
through the purchase of or entering into Political Subdivision Obligations the
proceeds of which will be used to finance State Water Plan projects, and (ii) to pay
the costs of issuance of the Bonds. See “PLAN OF FINANCE” herein.

In the opinion of Bond Counsel, in reliance on and assuming the accuracy of and
continuing compliance by the Board with its representations and covenants relating
to certain requirements of the Internal Revenue Code of 1986, as amended (the
“Code”), under existing law, interest on the Bonds is not included in gross income
for federal income tax purposes. See “TAX MATTERS” herein.
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Master Trustee: The Bank of New York Mellon Trust Company, National Association, Houston,
Texas

Bond Indenture Trustee

and Paying Agent: The Bank of New York Mellon Trust Company, National Association, Houston,
Texas
Book-Entry Form: The Bonds will be registered in the name of Cede & Co. as nominee for The

Depository Trust Company (“DTC”), New York, New York. DTC will act as
Securities Depository of the Bonds. See “4APPENDIX E —Description of Book-
Entry-Only System and Global Clearance Procedures” herein.

Questions regarding this Official Statement may be directed to Georgia Sanchez, Debt Portfolio Manager
and Development Fund Manager, Texas Water Development Board, 1700 North Congress, Austin, Texas
78701; Telephone: (512) 475-4584; Electronic mail: georgia.sanchez@twdb.texas.gov.

[The remainder of this page has been intentionally left blank.]
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Official Statement

$832,065,000
TEXAS WATER DEVELOPMENT BOARD
STATE WATER IMPLEMENTATION REVENUE FUND FOR TEXAS REVENUE BONDS,
SERIES 2018A (MASTER TRUST)

INTRODUCTION
General

This Official Statement, including the cover page, and the appendices hereto, sets forth certain
information describing the Texas Water Development Board (the “Board”), certain of the Board’s
programs, including the State Water Implementation Fund for Texas (“SWIFT”), the State Water
Implementation Revenue Fund for Texas (“SWIRFT”), and the proposed issuance by the Board of its
Texas Water Development Board State Water Implementation Revenue Fund for Texas Revenue Bonds,
Series 2018A (Master Trust) (the “Bonds”). The Bonds are being issued pursuant to a Master Indenture,
dated as of October 1, 2015, between the Board and The Bank of New York Mellon Trust Company,
National Association (the “Master Indenture”), a Bond Indenture between the Board and The Bank of
New York Mellon Trust Company, National Association (the “Bond Indenture Trustee”), dated as May
1, 2018, with respect to the issuance of the Bonds (the “Bond Indenture”), and the terms of a bond
purchase agreement pertaining to the sale of the Bonds (the “Bond Purchase Agreement”). The Master
Indenture, the Bond Indenture, the authority to execute the Bond Purchase Agreement and the hereinafter
defined SWIFT Funds Transfer Agreement, were authorized and approved by a resolution adopted by the
Board on March 1, 2018 (the “Resolution”). Pursuant to authority conferred by the Resolution, by
execution of the Bond Purchase Agreement, an Authorized Representative of the Board is authorized to act
on behalf of the Board in selling and delivering the Bonds. The Master Indenture and the Bond Indenture
are sometimes hereinafter collectively referred to as the “Indentures.” The Master Indenture governs the
revenue bond program and the issuance of “Master Trust Bonds.” The Bonds are the sixth series of Master
Trust Bonds issued pursuant to the Master Indenture. Terms used but not defined herein have the same
meaning assigned to such terms in “4APPENDIX B —- SUMMARY OF CERTAIN PROVISIONS OF
THE MASTER TRUST INDENTURE AND THE BOND INDENTURE”.

The Board

The Board, an agency of the State, is responsible for collecting and disseminating water-related
data, assisting with regional planning and preparing the State Water Plan for the development of the State’s
water resources. The Board administers financial assistance programs for the construction of water supply,
wastewater treatment, flood control, and agricultural water conservation projects.

The Board is authorized to issue general obligation bonds and revenue bonds to provide financial
assistance in connection with the funding of State Water Plan projects. See “TEXAS WATER
DEVELOPMENT BOARD,” “STATE WATER IMPLEMENTATION FUND FOR TEXAS
PROGRAM” (previously referred to as the State Water Plan Assistance Program) and “APPENDIX C —
INFORMATION REGARDING THE TEXAS WATER DEVELOPMENT BOARD” herein.

SWIFT/SWIRFT

SWIFT and SWIRFT are constitutionally dedicated funds in the State Treasury, outside the general
revenue fund of the State. SWIFT was established for the purpose of implementing a program to provide
financial assistance for projects included in the State Water Plan. Moneys on deposit in SWIFT are not
pledged in support of bonds issued by the Board, including specifically the Bonds. Moneys in SWIFT
are made available to the Board from time to time through bond enhancement agreements, including the



SWIFT Funds Transfer Agreement. SWIRFT will be used to provide financing for projects
included in the State Water Plan. The Board intends to use proceeds from SWIRFT revenue bonds to
provide financial assistance to Political Subdivisions. The provisions of Subchapter G of Chapter 15 of the
Texas Water Code, as amended (“Subchapter G”), govern the operation and use of SWIFT. The provisions
of Subchapter H of Chapter 15 of the Texas Water Code, as amended (“Subchapter H”), govern SWIRFT
and the issuance of revenue bonds in support of SWIRFT.

In addition to the SWIFT Funds Transfer Agreement, the Board may, but is not legally required to,
seek a transfer of funds from SWIFT to SWIRFT in support of SWIRFT through the execution of a bond
enhancement agreement with the Texas Treasury Safekeeping Trust Company (the “TTSTC”). The Board
may direct, at its sole discretion, additional transfers from SWIFT to provide a source of revenue or security
for outstanding bonds that were supported by a transfer from SWIFT, including the Bonds, but the Board
is under no obligation to direct such a transfer, and no assurance is given that the Board will direct additional
transfers from SWIFT for such purpose. If the Board were to elect to proceed with an additional transfer,
then additional State administrative approvals (including discretionary approvals) will be sought and there
is no assurance that such approval will be obtained. Pursuant to Subchapter G, the Board may elect no more
than two transfers of funds from SWIFT in each fiscal year of the State, which commences on September
1 of a calendar year and ends on the succeeding August 31. See “SECURITY AND SOURCES OF
PAYMENT FOR THE BONDS — SWIFT Funds Transfer Agreement” herein. The SWIFT Funds
Transfer Agreement is a bond enhancement agreement under Subchapter G and is the second, and final,
bond enhancement agreement that the Board will execute in the current fiscal year ending August 31, 2018.
See “STATE WATER IMPLEMENTATION FUND FOR TEXAS PROGRAM.”

The Bonds

The Bonds are issued pursuant to the Master Indenture, the Bond Indenture (with respect to the
Bonds), and the laws of the State of Texas, including Subchapter H. See “THE BONDS.” Bonds issued
pursuant to the terms of the Master Indenture are referred to herein as the “Master Trust Bonds.” The Bonds
are the sixth series of Master Trust Bonds issued by the Board. See “SECURITY AND SOURCES OF
PAYMENT FOR THE BONDS — Master Trust Indenture” for a description of the authority to issue
Master Trust Bonds in accordance with the terms of the Master Indenture.

Security for the Bonds.

The Bonds and the interest and any redemption premium thereon are special, limited obligations of
the Board equally and ratably secured by and payable solely from a lien on the security granted pursuant to
the Bond Indenture (the “Security for the Bonds”) including, but not limited to: (i) all Revenues held under
the Bond Indenture; (ii) all amounts held in the funds and accounts established under the Bond Indenture
(other than the Rebate Fund and the Costs of Issuance Account); and (iii) all of the proceeds of the foregoing
including, without limitation, investments thereof. Security for the Bonds includes amounts deposited to
the credit of the Assistance Account within SWIRFT held by the Bond Indenture Trustee from moneys
received by the Board under the terms of the SWIFT Funds Transfer Agreement. Moneys on deposit to
the credit of SWIFT do NOT provide Security for the Bonds. See “SECURITY AND SOURCES OF
PAYMENT FOR THE BONDS” herein.

“Revenues,” with respect to the Bonds, includes all Repayments paid over to or for the account of
the Board and any other payments made to or for the account of the Board by the Political Subdivisions and
the Political Subdivision Obligations held under the Bond Indenture.

The Bonds and the redemption premium, if any, and interest thereon shall not now and shall never
constitute an indebtedness or an obligation, general or moral, or a pledge of the faith or loan of credit of the



Board or the State, within the purview of any constitutional limitation or provision, and shall never
constitute or give rise to a charge against the faith and credit or taxing powers, if any, of the Board or the
State, but shall be special, limited obligations of the Board, payable solely from the trust estate established
under the Bond Indenture and the Master Trust Indenture, the proceeds from the sale of the Bonds and the
income from the temporary investment thereof. The Board has no taxing powers.

The Security for the Bonds held under the Bond Indenture does not secure any other Master Trust
Bonds, and the security for other Master Trust Bonds held under the bond indentures for such Master Trust
Bonds does not secure the Bonds. The moneys transferred for the Bonds pursuant to the SWIFT Funds
Transfer Agreement are not a part of the security for any other Master Trust Bonds. See “SECURITY AND
SOURCES OF PAYMENT FOR THE BONDS — No Parity or Superior Obligations.”

Political Subdivision Obligations

Each bond, note, agreement or other evidence of indebtedness purchased from or entered into by
the Board with a Political Subdivision, evidencing the obligation of the Political Subdivision to the loan
made or incurred pursuant thereto constitutes a “Political Subdivision Obligation.” Prior to purchasing
or entering into Political Subdivision Obligations, the office of General Counsel of the Board will review
and approve contracts relating to any State Water Plan project. Additionally, the Board may not purchase
or enter into any Political Subdivision Obligations that have low interest or deferred payment structures
unless the Political Subdivision Obligations have been approved for legality by the Attorney General of the
State. In addition, the Board will also receive an approving opinion from a nationally recognized bond
counsel regarding the legality of the Political Subdivision Obligation under state law and, if applicable,
providing that the interest on the Political Subdivision Obligation is exempt from federal income taxation.
The Attorney General of the State has advised the Board that it has legal authority to enter into financing
agreements with authorized Political Subdivisions where the Board participation structure is used to effect
the financing to be provided to the Political Subdivision. See “STATE WATER IMPLEMENTATION
FUND FOR TEXAS PROGRAM - Political Subdivision Obligations - Board Participation
Obligations.” Upon approval by the Attorney General of the State, registration of the Political Subdivision
Obligations by the Comptroller of Public Accounts of the State and delivery to the Board, the Political
Subdivision Obligations issued by the Political Subdivisions will be valid, binding and incontestable against
a statutory challenge, as provided by the Texas Water Code.

Other Information

Certain information regarding the Political Subdivision Obligations expected to be purchased with
the proceeds of the Bonds is listed in Appendix A-1. Certain information on entities expected to be
Significant Borrowers as hereinafter defined (see “CONTINUING DISCLOSURE OF
INFORMATION - Continuing Disclosure Undertaking of Significant Borrowers”) is attached
hereto as Appendix A-2. A summary of certain provisions of the Master Indenture and the Bond Indenture
is attached hereto as Appendix B. A description of the Board and its programs is attached hereto as
Appendix C. The proposed forms of the opinion of Bond Counsel is attached hereto as Appendix D. A
description of DTC and its Book-Entry-Only System is attached hereto as Appendix E. The descriptions,
summaries and excerpts herein of the Master Indenture and Bond Indenture are qualified in their entirety
by reference to such documents and are further qualified by reference to laws relating to or affecting
generally the enforcement of creditors’ rights and principles of equity. Investors must read the entire
Official Statement to obtain information essential to making an informed investment decision.



SECURITY AND SOURCES OF PAYMENT FOR THE BONDS

The Bonds are special, limited obligations of the Board equally and ratably secured by and payable
solely from a lien on the Security for the Bonds, including, but not limited to: (i) all Revenues held under
the terms of the Bond Indenture; (ii) all amounts held in the funds and accounts established under the Bond
Indenture (other than the Rebate Fund and the Costs of Issuance Account); and (iii) all of the proceeds of
the foregoing including, without limitation, investments thereof. In addition, the Bonds are secured by
amounts that become available under the Master Indenture.

Moneys on deposit to the credit of SWIFT DO NOT provide security for the Bonds.

THE BONDS DO NOT CONSTITUTE GENERAL OBLIGATIONS OF THE BOARD
OR THE STATE WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY
PROVISION OR LIMITATION. ISSUANCE OF THE BONDS DOES NOT, DIRECTLY,
INDIRECTLY OR CONTINGENTLY, O