Texas Water
Development Board

P.O. Box 13231, 1700 N. Congress Ave.
Austin, TX 78711-3231, www.twdb.texas.gov
Phone (512) 463-7847, Fax (512) 475-2053

TO: Board Members

THROUGH: Jeff Walker, Executive Administrator
Rebecca Trevino, Chief Financial Officer
Todd Chenoweth, General Counsel

FROM: Georgia Sanchez, Development Fund Manager
DATE: April 9, 2019

SUBJECT:  Approval of State of Texas General Obligation Water Financial Assistance
Refunding Bonds, Series 2019C, Series 2019D (State Participation Program),
Series 2019E (Water Infrastructure Fund), and Series 2019F (Economically
Distressed Areas Program)

ACTION REQUESTED

Consider approving by resolution: (a) the issuance, sale and delivery of State of Texas,
General Obligation Water Financial Assistance Refunding Bonds, Series 2019C, Series
2019D (State Participation Program), Series 2019E (Water Infrastructure Fund), and Series
2019F (Economically Distressed Areas Program); (b) a Preliminary Official Statement; and
(c) authorization for the Executive Administrator, General Counsel, Chief Financial Officer,
and Development Fund Manager to act on behalf of the Texas Water Development Board in
the sale and delivery of such bonds.

BACKGROUND

On March 28, 2019, the Board initiated the process for the issuance of General Obligation
bonds to refinance currently callable Water Financial Assistance bonds and pay costs of
issuance.

Hilltop Securities Inc. was selected to serve as financial advisor, Norton Rose Fulbright US
LLP was selected to serve as bond counsel, and Bracewell LLP was selected as disclosure
counsel. The underwriting syndicate of senior manager Wells Fargo Securities and co-
managers J.P. Morgan, Ramirez & Co.; Hutchinson, Shockey, Erley & Co.; and Mesirow
Financial was also selected.

Staff, in coordination with the consultants, has drafted and attached the required
documents, including the Bond Resolutions and Preliminary Official Statement. Upon
approval by the Board, a formal Notice of Intent to issue debt will be provided to the Bond
Review Board (BRB), and approval is expected from the BRB in advance of posting the
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Preliminary Official Statement. Staff anticipates minor edits to update the bond documents
prior to publication.

BOND SIZING

Preliminary debt service schedules for the bonds are included as Attachment 6. While the
par and premium amounts will be adjusted at the time of pricing due to market
considerations, total par will not exceed $250,000,000.

COSTS OF ISSUANCE

The costs of issuance for the transaction have been estimated at a not-to-exceed of $4.50
per bond for the underwriter’s discount and $552,000 for all other transaction-related fees
and expenses. The estimated costs of issuance are appropriate, but may be negotiated
further based on market conditions at the time of pricing.

SCHEDULE OF EVENTS
Below is a short summary of the schedule of events currently anticipated for this
transaction:

e March 28,2019 Board initiated the bond issuance process and selected
consultants/underwriters
e April 23,2019 Board considers approval of the issuance/documents
e May 14,2019 Bond pricing initiation
e May 15,2019 Bond pricing
¢ June 2019 Closing and delivery of the bonds
RECOMMENDATION

In order to realize savings and enhance structuring, the Executive Administrator recommends
approving by resolution: (a) the issuance, sale and delivery of State of Texas, General
Obligation Water Financial Assistance Refunding Bonds, Series 2019C, Series 2019D (State
Participation Program), Series 2019E (Water Infrastructure Fund), and Series 2019F
(Economically Distressed Areas Program); (b) a Preliminary Official Statement; and (c)
authorization for the Executive Administrator, General Counsel, Chief Financial Officer, and
Development Fund Manager to act on behalf of the Texas Water Development Board in the
sale and delivery of such bonds.

Attachments:

1 - Series 2019C Draft Bond Resolution
2 - Series 2019D Draft Bond Resolution
3 - Series 2019E Draft Bond Resolution
4 - Series 2019F Draft Bond Resolution
5 - Draft Preliminary Official Statement
6 - Preliminary Debt Service Schedules
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BOND RESOLUTION

OF THE

TEXAS WATER DEVELOPMENT BOARD

AUTHORIZING THE ISSUANCE OF

STATE OF TEXAS WATER FINANCIAL ASSISTANCE
REFUNDING BONDS, SERIES 2019C

AND SUCH OTHER SUBSERIES
AS MAY BE DESIGNATED PURSUANT TO THE TERMS HEREOF

ADOPTED:

APRIL 23, 2019
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RESOLUTION

OF THE TEXAS WATER DEVELOPMENT BOARD AUTHORIZING THE
ISSUANCE OF STATE OF TEXAS WATER FINANCIAL ASSISTANCE
REFUNDING BONDS, SERIES 2019C, AND RESOLVING OTHER MATTERS
RELATED THERETO

WHEREAS, the Texas Water Development Board (the “Board”) has previously issued,
sold, and delivered general obligation bonds of the State of Texas (the “State”), to fund one or
more accounts of the Texas Water Development Fund Il (referred to herein as “Development
Fund II”) established pursuant to the provisions of Section 49-d-8 of Article Il of the Constitution
of the State (the “State Constitution”), approved by the voters on November 4, 1997
(“Section 49-d-8”); and

WHEREAS, in furtherance of the purposes set forth in Section 49-d-8, Section 49-d-9 of
Article Il of the State Constitution (“Section 49-d-9”), and Subchapter L, Chapter 17 of the
Texas Water Code (the “Act’), the Board has heretofore issued and there are currently
outstanding obligations of the State as described in “SCHEDULE I’ attached to this Resolution
and incorporated herein by reference (collectively referred to as the “Refundable Bonds”); and

WHEREAS, in addition to bonds authorized by other provisions of the State Constitution,
Section 49-d-11 of Article Il of the State Constitution, approved by the voters on November 8,
2011 (“Section 49-d-11”), authorizes the Board to issue additional general obligation bonds of
the State, at its determination and on a continuing basis, for one or more accounts of
Development Fund II, in amounts such that the aggregate principal amount of the bonds issued
under Section 49-d-11 that are outstanding at any time does not exceed $6,000,000,000; and

WHEREAS, Section 49-d-11 states that (i) Section 49-d-8 applies to the bonds
authorized by Section 49-d-11, (ii) the limitation in Section 49-d-8 that the Board may not issue
bonds in excess of the aggregate principal amount of previously authorized bonds does not
apply to the bonds authorized by and issued under Section 49-d-11, and (iii) a limitation on the
percentage of state participation in any single project imposed by Article Ill of the State
Constitution does not apply to a project funded with the proceeds of bonds issued under
authority of Section 49-d-8 or Section 49-d-11; and

WHEREAS, since the Refundable Bonds were not originally authorized by Section 49-d-
11, bonds issued to refund such bonds would not count against the authorization established by
Section 49-d-11; and

WHEREAS, current market conditions are favorable to achieve some level of debt
service savings and to achieve greater program efficiency to accommodate prepayments made
by underlying borrowers in the Board’s loan programs if the Board were to refund some or all of
the Refundable Bonds; and

WHEREAS, a portion of the bonds issued hereunder to refund the Refundable Bonds
may be issued as variable rate obligations; and therefore, the Board hereby finds and
determines that the manner in which the refunding associated with such portion of variable rate
refunding bonds does not make it practicable to make the determinations otherwise required by
Texas Government Code, Section 1207.008(a)(2), as amended; and
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WHEREAS, the Board finds it advisable and determines that it is a public purpose and in
the best interests of the State, in accordance with authority granted by Section 49-d-8, Section
49-d-9, and the Act, to authorize the refunding of all or a portion of the Refundable Bonds in
accordance with Chapter 1207 and Chapter 1371 (hereinafter defined), subject to the
parameters set forth in this Resolution, as hereinafter provided; and

WHEREAS, bonds authorized to be issued pursuant to this Resolution are reasonably
expected by the Board to be paid from revenue sources other than the general revenues of the
State;

NOW, THEREFORE, BE IT RESOLVED BY THE TEXAS WATER DEVELOPMENT
BOARD:

ARTICLE |

DEFINITIONS AND INTERPRETATIONS

Section 1.01. Definitions. Throughout this Resolution (except in the FORM OF BOND
attached as Exhibit A to this Resolution), in addition to the terms defined in the preamble to this
Resolution the following terms and expressions used herein shall have the meanings specified
in this Section.

“Act” means Subchapter L, Chapter 17, Texas Water Code.

“Amortization Installment” means the amount of money which is required for
retirement of Term Bonds (whether at maturity or by mandatory redemption and including
redemption premium, if any).

“Approval Certificate” means collectively one or more certificates executed by an
Authorized Representative in accordance with the terms hereof which finalize the pricing and

terms of the Series 2019C Bonds pursuant to the parameters set forth in this Resolution,
including specifying the issuance of one or more subseries.

“Attorney General’ means the Attorney General of the State.
“Authentication Certificate” has the meaning specified for that term in Section 2.07.

“Authorized Denomination” means $5,000 principal amount or maturity amount, as the
case may be, and any integral multiple thereof.

“Authorized Representative” means each of the Executive Administrator, the Chief
Financial Officer, the Development Fund Manager and the General Counsel of the Board, acting
individually and not jointly.

“‘Board” means the Texas Water Development Board.

“‘Bond Appendix” means the quarterly appendix prepared by the Comptroller which sets

forth certain information regarding the State (including its government, finances, economic
profile, and other matters) for use by State entities when issuing debt.
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‘Bond Enhancement Agreement’ means any agreement of the nature described in
Section 17.954(c), Texas Water Code.
“‘Bond Payment Account” has the meaning specified for that term in Section 7.03.

“Book-Entry-Only System” shall mean the system maintained by the securities
depository described in Section 2.11.

“‘Business Day” means a day other than a Saturday, Sunday, a legal holiday or a day
on which banking institutions in the city where the Designated Payment/Transfer Office of the
Paying Agent/Registrar is located are authorized by law or executive order to close.

“Chapter 9” means Chapter 9, Texas Business & Commerce Code.

“Chapter 551" means Chapter 551, Texas Government Code.

“Chapter 1206” means Chapter 1206, Texas Government Code.

“Chapter 1207” means Chapter 1207, Texas Government Code.

“Chapter 1208” means Chapter 1208, Texas Government Code.

“Chapter 1371” means Chapter 1371, Texas Government Code.

“Code” means the Internal Revenue Code of 1986, as amended by all legislation, if any,
enacted on or before the Date of Delivery.

“Common Issue Bonds” means the Series 2019C Bonds and any other tax-exempt
bonds sold within 15 days of the first day on which there is a binding written contract for the sale
or exchange of the Series 2019C Bonds, which are part of the same “issue,” as defined in
section 1.150-1(c) of the Regulations, as the Series 2019C Bonds.

“Comptroller’ means the Comptroller of Public Accounts of the State.

“Continuing Disclosure Agreement’” means the Amended and Restated Continuing
Disclosure Agreement dated March 12, 2019, between the Comptroller and the Texas Bond
Review Board, as may be further amended from time to time.

“Conversion Date” shall mean: (a) with respect to the Fixed Rate Period, the Fixed Rate
Conversion Date and (b) with respect to the Term Rate Period, the Term Rate Conversion Date,
as applicable.

‘Date of Delivery” means the date of delivery of the Series 2019C Bonds to the
Underwriters.

“‘Dated Date” shall mean the date designated in the Approval Certificate as such with
respect to the Series 2019C Bonds.

“‘Defeasance Securities” means, unless otherwise specified in an Approval Certificate,
(i) Federal Securities, (ii) noncallable obligations of an agency or instrumentality of the United
States of America, including obligations that are unconditionally guaranteed or insured by the
agency or instrumentality and that, on the date the Board adopts or approves proceedings
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authorizing the issuance of refunding bonds or, if such defeasance is not in connection with the
issuance of refunding bonds, on the date the Board provides for the funding of an escrow to
effect the defeasance of the Series 2019C Bonds, are rated as to investment quality by a
nationally-recognized investment rating firm not less than “AAA” or its equivalent, (iii)
noncallable obligations of a state or an agency or a county, municipality, or other political
subdivision of a state that have been refunded and that, on the date the Board adopts or
approves proceedings authorizing the issuance of refunding bonds or, if such defeasance is not
in connection with the issuance of refunding bonds, on the date the Board provides for the
funding of an escrow to effect the defeasance of the Series 2019C Bonds, are rated as to
investment quality by a nationally-recognized investment rating firm not less than “AAA” or its
equivalent, and (iv) any other then authorized securities or obligations that may be used to
defease obligations such as the Series 2019C Bonds under the then applicable laws of the
State.

“‘Designated Payment/Transfer Office” means the corporate trust office of the Paying
Agent/Registrar designated as the place for payment, transfer and exchange of the
Series 2019C Bonds, initially, the corporate trust office of the Paying Agent/Registrar in Dallas,
Texas.

“‘Development Fund I” means the Texas Water Development Fund as described in the
Development Fund | Constitution Provisions..

“‘Development Fund | Constitutional Provisions” means Sections 49-c, 49-d, 49-d-1,
49-d-2, 49-d-5, 49-d-6 and 49-d-7 of Article Ill of the State Constitution.

“‘Development Fund II” has the meaning specified for that term in the preamble to this
Resolution.

“‘DTC” means The Depository Trust Company, New York, New York, and its successors
and assigns.

‘DTC Participant” means the securities brokers and dealers, banks, trust companies,
clearing corporations and certain other organizations on whose behalf DTC was created to hold
securities to facilitate the clearance and settlement of securities transactions among DTC
Participants.

‘Economically Distressed Areas Program Account” means the account described in
Section 17.958, Texas Water Code.

“‘EDAP Project” means any project found and determined by the Board to be in
accordance with the purposes described in Subchapter K.

“Eligible Investments” means those investments in which the Board is authorized by
law and its investment policy to invest its funds.

“‘Escrow Agent’ means the Bank of New York Mellon Trust Company, N.A., as escrow
agent under the Escrow Agreement and any successor thereto as therein permitted.

‘Escrow Agreement” means an escrow agreement, deposit agreement, escrow
instructions or other comparable document (including any amendments thereto) between the
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Board and the Escrow Agent providing for the payment of the Refunded Bonds, in substantially
the form approved by the Approval Certificate.

“‘Escrow Fund” means each escrow fund created with respect to the Refunded Bonds
pursuant to the Escrow Agreement.

“Federal Securities” means direct, noncallable obligations of the United States of
America, including obligations that are unconditionally guaranteed by the United States of
America.

“Financial Assistance Account” means the account described in Section 17.959,
Texas Water Code.

“Financial Assistance Bonds” means the general obligation bonds of the State issued
by the Board under authority granted by Section 49-d-8, Section 49-d-9 and Section 49-d-11 to
provide funds for the Financial Assistance Account of Development Fund I, including the
Previously Issued Financial Assistance Bonds and the Series 2019C Bonds.

“Financial Obligation” means a (a) debt obligation; (b) derivative instrument entered
into in connection with, or pledged as security or a source of payment for, an existing or planned
debt obligation; or (c) guarantee of any such debt obligation or any such derivative instrument;
provided that “Financial Obligation” shall not include municipal securities as to which a final
official statement (as defined in the Rule) has been provided to the MSRB consistent with the
Rule. The Board and the Comptroller intend the words used in this definition to have the same
meanings as when they are used in the Rule, as evidenced by SEC Release No. 34-83885,
dated August 20, 2018.

“Fiscal Year” means the period of time beginning in each calendar year on September 1
and ending on August 31 of the calendar year next following.

“Fixed Rate” shall mean the per annum rate or rates of interest the Subseries 2019C-2
Bonds shall bear during the Fixed Rate Period.

‘Fixed Rate Conversion Date” shall mean the date on which the Subseries 2019C-2
Bonds begin to bear interest at the Fixed Rate pursuant to Section 3.03, which Fixed Rate
Conversion Date shall be an Interest Payment Date on which a new Term Rate Period would
otherwise have commenced.

‘Fixed Rate Period” shall mean the period beginning on the Fixed Rate Conversion
Date and ending at the stated maturity or maturities of the Subseries 2019C-2 Bonds, during
which the Subseries 2019C-2 Bonds bear interest at one or more Fixed Rates.

“Form of Bond” shall mean the Form of Fixed Rate Bond and Form of Variable Rate
Bond, as applicable, attached hereto as Exhibit A-1 and Exhibit A-2, respectively.

“GASB” means the Governmental Accounting Standards Board.
“‘Highest Rate” shall mean with respect to the Subseries 2019C-2 Bonds, the lesser of
(@) 7.5% per annum or (b) the maximum net effective interest rate permitted by law to be paid

thereon as provided by Texas Government Code, Section 1204.006, as amended, or the
maximum net effective interest rate permitted by applicable law at the time of issuance of the
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Subseries 2019C-2 Bonds or (c) the rate specified in the Approval Certificate as the “Highest
Rate.”

“‘Holder” or “Owner” shall mean the person who is the registered owner of a Series
2019C Bond or subseries thereof, as shown on the Registration Books.

“Initial Bonds” means the Series 2019C Bonds authorized, issued, sold and delivered
hereunder and upon which the registration certificate, manually executed by or on behalf of the
Comptroller, has been placed.

“Initial Rate” shall mean the initial interest rate or rates the Subseries 2019C-2 Bonds
shall bear for the Initial Rate Period as designated in the Approval Certificate for the Subseries
2019C-2 Bonds.

“Initial Rate Period” shall mean the period commencing on the Date of Delivery and
ending on the date specified in the Approval Certificate for the Subseries 2019C-2 Bonds,
during which period the Subseries 2019C-2 Bonds bear interest at the Initial Rate.

“Interest Payment Date” shall mean: (a) with respect to the Subseries 2019C-1 Bonds,
each February 1 and August 1, beginning on the first such date occurring after the Date of
Delivery; (b) with respect to the Subseries 2019C-2 Bonds bearing interest at the Initial Rate,
the dates specified in the Approval Certificate as Interest Payment Dates for the Initial Rate
Period; (c) with respect to the Subseries 2019C-2 Bonds bearing interest at the Term Rate, the
first day of the sixth calendar month following the month in which the Term Rate Conversion
Date occurs and the first day of each sixth month thereafter; and (d) with respect to the
Subseries 2019C-2 Bonds bearing interest at the Fixed Rate, each February 1 and August 1,
beginning on the first such date occurring after the Fixed Rate Conversion Date.

“Interest Period” shall mean (a) with respect to the Subseries 2019C-1 Bonds, (i) the
period from and including the Date of Delivery to next Interest Payment Date (but excluding
such date) and (ii) thereafter, the period from and including any Interest Payment Date to and
including the day immediately preceding the next following Interest Payment Date; and (b) with
respect to Subseries 2019C-2 Bonds, (i) the period from and including the Date of Delivery to
the next Interest Payment Date (but excluding such date) and (ii) thereafter the period from and
including any Interest Payment Date to and including the day immediately preceding the next
following Interest Payment Date.

“‘Money and Assets Attributable to Bonds” means:

(1) the Board’s rights to receive repayment of financial assistance provided
from the Financial Assistance Account, together with any evidence of such rights;

(2) money received from the sale or other disposition of the Board'’s rights to
receive repayment of such financial assistance;

(3) money received as repayment of such financial assistance;
(4) money and assets attributable to Financial Assistance Bonds, including

money and assets transferred to the Financial Assistance Account from Development
Fund | pursuant to Subsection (b) of Section 49-d-8; and
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(5) money deposited in the Financial Assistance Account pursuant to
Subsection (c) of Section 49-d-8.

‘“MSRB” means the Municipal Securities Rulemaking Board.

“Official Statement” means the Official Statement pertaining to the Series 2019C
Bonds, and authorized by Section 11.02 hereof.

“‘Opinion of Bond Counsel’ shall mean an opinion of nationally recognized bond
counsel, to the effect that the conversion of the interest rate on the Subseries 2019C-2 Bonds in
accordance with the terms of this Resolution will not have an adverse effect on the exclusion
from federal income tax of the interest on the Common Issue Bonds and is in compliance with
State law.

“‘Owner” or “Holder” shall mean the person who is the registered owner of a Series
2019C Bond or subseries thereof, as shown on the Registration Books.

“‘Outstanding” shall mean when used to modify the bonds issued, authenticated and
delivered under this Resolution, the Series 2019C Bonds excluding (i) Series 2019C Bonds
which have been exchanged or replaced or otherwise surrendered for cancellation, (ii) Series
2019C Bonds which have been paid, (iii) Series 2019C Bonds which have become due and for
the payment of which money has been duly provided, (iv) Subseries 2019C-2 Bonds deemed
tendered for purchase and not delivered to the Tender Agent on the applicable purchase date,
provided sufficient funds for payment of the Purchase Price are on deposit with the Tender
Agent, and (v) Series 2019C Bonds with respect to which this Resolution has been discharged
pursuant to ARTICLE XIII.

“Paying Agent/Registrar’ means the financial institution named in Section 2.06 or any
successor thereto named in accordance with the provisions of Section 2.10.

“Paying Agent/Registrar Agreement” means the paying agent agreement between the
Board and the Paying Agent/Registrar, relating to the performance of the duties and
responsibilities of the Paying Agent/Registrar with respect to the Series 2019C Bonds.

“Person” means any natural person, firm, partnership, association, corporation, or public
body.

“Political Subdivision” has the meaning specified for that term in Section 17.001(6),
Texas Water Code.

“Previously Issued Financial Assistance Bonds” means bonds previously issued to
provide funds for the Financial Assistance Account and any refunding bonds issued in
replacement thereof.

‘Purchase Agreement” means collectively one or more bond purchase agreements
between the Board and the Underwriters relating to the sale of the Series 2019C Bonds.

“Purchase Price” shall mean, with respect to each Subseries 2019C-2 Bond (or any
portion thereof) tendered for purchase pursuant to ARTICLE IV hereof, the par amount thereof,
plus accrued but unpaid interest thereon to the date of purchase; provided, however, that in no
event shall the amount of interest paid as part of the Purchase Price of any tendered Bond
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exceed an amount equal to the interest which would have accrued on such tendered Bond for a
period of 187 days at a rate of 15% per annum and a 365/366 day year.

‘Rate Determination Date” shall mean the date when the Remarketing Agent
determines the rate of interest to be borne by the Subseries 2019C-2 Bonds pursuant to Section
3.02(b).

‘Refundable Bonds” means those bonds identified in “SCHEDULE I* to this Resolution.

‘Refunded Bonds” means those Refundable Bonds selected by the Authorized
Representative to be refunded with the proceeds of the Series 2019C Bonds, as identified in the
Approval Certificate.

“‘Registration Books” has the meaning specified for that term in Section 2.06.

“‘Regulations” has the meaning specified for that term in Section 9.02.

‘Remarketing Agent’ shall mean the party selected from time to time by the Board to
serve as the remarketing agent for the Subseries 2019C-2 Bonds while the Subseries 2019C-2

Bonds are Outstanding in a Term Rate Period or Stepped Rate Period.

‘Remarketing Agreement” shall mean any Remarketing Agreement between the Board
and the Remarketing Agent, pertaining to the Subseries 2019C-2 Bonds.

“‘Resolution” means this Resolution authorizing the issuance of the Series 2019C Bonds
and all amendments hereto.

“Rule” means SEC Rule 15¢c2-12, as amended from time to time.

“‘Rural Water Assistance Fund”’ means the account within the general revenue fund of
the State established pursuant to Subchapter R.

“SEC” means the United States Securities and Exchange Commission.

“Section 49-d-8" means Section 49-d-8 of Article Ill of the State Constitution.

“Section 49-d-9” means Section 49-d-9 of Article Ill of the State Constitution.

“Section 49-d-10” means Section 49-d-10 of Article Il of the State Constitution.

“Section 49-d-11” means Section 49-d-11 of Article Il of the State Constitution.

“Series 2019C Bonds” means the State of Texas Water Financial Assistance Refunding
Bonds, Series 2019C, authorized to be issued in accordance with the terms of this Resolution
and the terms and conditions set forth in the Approval Certificate relating thereto, including any
subseries.

“State” means the State of Texas.

“State Constitution” means the Constitution of the State.
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“State Participation Account” means the account described in Section 17.957, Texas
Water Code.

“State Participation Project” means any project found by the Board to be in
accordance with the purposes described in Section 16.131, Texas Water Code.

“State Treasury” means the treasury of the State under the administration and
supervision of the Comptroller.

“Stepped Rate” shall mean, initially, the rate specified in the Approval Certificate as the
Stepped Rate and thereafter, the interest rate applicable to the Subseries 2019C-2 Bonds
during a Stepped Rate Period as determined by the Remarketing Agent at the time of
remarketing of the Subseries 2019C-2 Bonds into the then-applicable Term Rate Period that will
immediately precede the Stepped Rate Period (if any); provided, however, that the Stepped
Rate shall never exceed the Highest Rate.

“Stepped Rate Period” shall mean the period of time commencing on the mandatory
tender date described in Section 4.02(e) and Section 4.04 and continuing through a subsequent
remarketing or redemption of the Subseries 2019C-2 Bonds.

“Subchapter K’ means Subchapter K, Chapter 17, Texas Water Code.
“Subchapter Q" means Subchapter Q, Chapter 15, Texas Water Code.
“Subchapter R” means Subchapter R, Chapter 15, Texas Water Code.

“Subseries 2019C-1 Bonds” shall mean that portion of the Series 2019C Bonds
designated and issued as fixed rate bonds as specified in the Approval Certificate.

“Subseries 2019C-2 Bonds” shall mean that portion of the Series 2019C Bonds
designated and issued as variable rate bonds as specified in the Approval Certificate.

“Subseries 2019C-2 Payment Fund” shall mean the fund described in Section
4.02(d)(ii) hereof.

“Tender Agent’ shall mean, initially, the Paying Agent/Registrar, or any successor
thereto.

“Tender Agent Agreement” shall mean the Tender Agent Agreement, between the
Board and the Tender Agent, pertaining to the Subseries 2019C-2 Bonds or any similar
agreement entered into from time to time with any successor Tender Agent with respect to such
bonds.

“Term Bonds” means Series 2019C Bonds so designated by the Board herein or in the
Approval Certificate.

“Term Rate” shall mean the interest rate to be determined for the Subseries 2019C-2
Bonds of a term of one or more years pursuant to Section 3.02(b).

“Term Rate Conversion Date” shall mean the day the Subseries 2019C-2 Bonds first
bear interest at a Term Rate pursuant to Section 3.02(b) and thereafter an Interest Payment
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Date on which interest is payable for the Term Rate Period from which the conversion is to be
made.

“Term Rate Period” shall mean each period during which the Subseries 2019C-2 Bonds
bear interest at a Term Rate.

“Undelivered Subseries 2019C-2 Bonds” shall mean Subseries 2019C-2 Bonds which
are required to be delivered to the Tender Agent pursuant to the terms of this Resolution and
which are not in fact delivered.

“‘Underwriters” means the investment banking firms that contract to purchase the
Series 2019C Bonds pursuant to the Purchase Agreement and in accordance with Section
11.01.

“Water Assistance Project” means any project for which the Board is authorized to
provide financial assistance, in accordance with the purposes described by the Development
Fund | Constitutional Provisions or Section 49-d-8, other than (i) an EDAP Project or (ii) a State
Participation Project. The term “Water Assistance Project” includes, without limitation, transfers
to or deposits to the credit of any state revolving fund administered by the Board under the
provisions of the Texas Water Code, specifically Chapter 15, Texas Water Code, and transfers
to or deposits to the credit of the Rural Water Assistance Fund or the Water Infrastructure Fund.

“Water Infrastructure Fund” means the special fund in the State Treasury established
pursuant to Subchapter Q and administered by the Board.

Section 1.02. Rules of Construction.

(a) Designation of Articles, Sections. For all purposes of this Resolution, unless the
context requires otherwise, all references to designated Articles, Sections and other
subdivisions are to the Articles, Sections and other subdivisions of this Resolution. The words
“herein,” “hereof” and “hereunder” and other words of similar import refer to this Resolution as a
whole and not to any particular Article, Section or other subdivision.

(b) References. Except where the context otherwise requires, terms defined in this
Resolution to impart the singular number shall be considered to include the plural number and
vice versa. References to any named Person means that party and its successors and assigns.
References to any constitutional, statutory or regulatory provision means such provision as it
exists on the date this Resolution is adopted by the Board and any future amendments thereto
or successor provisions thereof. Any reference to the payment of principal in this Resolution
shall be deemed to include the payment of Amortization Installments. References in this
Resolution to the FORM OF BOND refer to the form attached to this Resolution as Exhibit A.

Section 1.03. Interpretations. The titles and headings of the Articles and Sections of
this Resolution have been inserted for convenience of reference only and are not to be
considered a part hereof and shall not in any way modify or restrict any of the terms or
provisions hereof.
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ARTICLE Il

THE SERIES 2019C BONDS

Section 2.01. Authorization of Bonds.

(a) Purpose; Maximum Amount. For the purposes set forth in Section 49-d-8 and
Section 49-d-9, the negotiable general obligation bonds of the State to be known and
designated as STATE OF TEXAS WATER FINANCIAL ASSISTANCE REFUNDING BONDS,
SERIES 2019C, are hereby authorized and may be issued for the purpose of conserving and
developing the water resources of the State, to-wit, by providing funds for the refunding of the
Refunded Bonds, and paying expenses arising in connection with the issuance of the
Series 2019C Bonds. The combined principal amount of all series or subseries of Common
Issue Bonds shall not exceed $250,000,000.

(b) Delegation of Authority. As authorized by Chapter 1207 and Chapter 1371, each
Authorized Representative, individually and not jointly, is hereby authorized, appointed and
designated to act on behalf of the Board in selling and delivering, in one or more series or
subseries, the Series 2019C Bonds and carrying out the procedures specified in this Resolution,
including determining:

(i) the date for issuance and sale, and the Dated Date, of each series or subseries of
Series 2019C Bonds;

(i) the selection of the specific maturities or series (whole or part) of the Refunded
Bonds to be refunded;

(iii) the name and any special or additional series designation for the Series 2019C
Bonds, provided, however, that (x) to the extent any of the Series 2019C Bonds are
issued as fixed rate bonds, such bonds shall be designated as Subseries 2019C-1
Bonds; and (y) to the extent any of the Series 2019C Bonds are issued as variable rate
bonds, such bonds shall be designated as Subseries 2019C-2 Bonds;

(iv) the principal amount of each series or subseries of Series 2019C Bonds to be sold
(subject to the limitations set forth in Section 2.01(a)), as well as the principal amount of
each stated maturity within a series or subseries of Series 2019C Bonds;

(v) the price at which the Series 2019C Bonds shall be sold;

(vi) the principal amount of Series 2019C Bonds to be sold as current interest bonds, if
any; the principal amount of Series 2019C Bonds to be sold as premium capital
appreciation bonds, if any; and the principal amount of Series 2019C Bonds to be sold
as variable rate bonds, if any;

(vii) the principal amortization schedule for the Series 2019C Bonds (including, without
limitation, the designation of any of the maturities of the Series 2019C Bonds as Term
Bonds and any Amortization Installments to be deposited to the credit of the Bond
Payment Account relating to any Term Bond so designated);
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(viii) the length of the Initial Rate Period or Initial Rate Periods (as the same relates to
any Subseries 2019C-2 Bonds), and the Stepped Rate applicable to any Subseries
2019C-2 Bonds;

(ix) in accordance with the provisions of ARTICLE V hereof, the redemption features of
the Series 2019C Bonds;

(x) the rate or rates of interest to be borne by the Series 2019C Bonds;

(xi) whether to acquire a Bond Enhancement Agreement in support of all or any portion
of the Series 2019C Bonds; and

(xii) any other matters relating to the issuance, sale and delivery of the Series 2019C
Bonds; all of which shall be specified in one or more Approval Certificates executed in
accordance with the terms hereof and within the parameters set forth in Section 2.01(c)
below.

(c) Parameters for Refunding. The Authorized Representative may exercise any
authority granted under Chapter 1207 or Chapter 1371 to effect the refunding of any or all of the
bonds included in the definition of Refundable Bonds to be refunded, so long as on the date the
Purchase Agreement is executed:

(i) the net present value savings realized as a result of refunding a portion of
the principal amount of the Refunded Bonds with the Subseries 2019C-1 Bonds is not
less than two percent (2.00%);

(i) the maximum maturity of the Series 2019C Bonds issued hereunder shall
not exceed the maximum maturity date of the Refunded Bonds being refunded by such
series;

(iii) the duration of any Initial Rate Period applicable to any subseries of
Series 2019C Bonds shall not exceed four (4) years;

(iv) subject to the limitation specified in Section 2.01(a) above with respect to
all Common Issue Bonds, the maximum par amount of the Series 2019C Bonds,
aggregating all related subseries, shall not exceed the maximum par amount of the
Refunded Bonds being refunded by the Series 2019C Bonds;

(V) the interest rate or rates (i.e. coupon) and Stepped Rate, respectively,
applicable to any series or subseries of Series 2019C Bonds during (or after, as the case
may be) the Initial Rate Period shall not exceed 7.5%; and

(vi) the final series or subseries of Series 2019C Bonds issued hereunder
must be sold no later than April 22, 2020 (though the closing of a particular series of
Series 2019C Bonds sold in accordance with this provision may occur after such date as
long as such closing period is determined by an Authorized Representative to be of
reasonable duration).

Section 2.02. Denominations, Date and Interest Rates. The Series 2019C Bonds
shall be in any Authorized Denomination, shall be numbered consecutively from R-1 upward,
shall be dated the date described in the Approval Certificate, and shall be in substantially the
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form attached hereto as Exhibit A with such changes and modifications as are set forth in the
Approval Certificate. Interest on the Series 2019C Bonds shall be payable on the Interest
Payment Dates. The Series 2019C Bonds shall bear interest at either fixed or variable rates as
specified in the Approval Certificate. Interest shall be payable in the manner and on the terms
provided in this Resolution and the Approval Certificate. The FORM OF BOND shall be
completed in accordance with the terms of the Approval Certificate to reflect the aggregate
principal amount of the Series 2019C Bonds sold to the Underwriters.

Section 2.03. Maturities and Amounts. The Series 2019C Bonds shall mature on the
dates and in the amounts as set forth in the principal amortization schedule contained in the
applicable Approval Certificate.

Section 2.04. Execution of Bonds. Each Series 2019C Bond shall be executed for
and on behalf of the State as a general obligation of the State by having placed thereon the
lithographed or printed facsimile or the manual signatures of the Chairman of the Board and the
Executive Administrator, and the manually impressed or lithographed or printed facsimile seal of
the Board. Lithographed or printed facsimile signatures and seal shall have the same effect as
if each Series 2019C Bond had been manually signed by such officers, and the seal had been
manually impressed on each Series 2019C Bond.

In case any officer whose signature is on a Series 2019C Bond no longer holds such
office at the time of authentication, or was the proper officer on the date of execution but not on
the nominal date of action, the Series 2019C Bond shall nevertheless be valid.

Section 2.05. Temporary Bonds. Pending the preparation of definitive Series 2019C
Bonds, the Board may execute and, upon the Board’s request, the Paying Agent/Registrar shall
authenticate and deliver, one or more temporary Series 2019C Bonds substantially of the tenor
of the definitive Series 2019C Bonds in lieu of which they are delivered, with such appropriate
insertions, omissions, substitutions and other variations, as evidenced by the execution of such
temporary Series 2019C Bonds, as such officers executing such temporary Series 2019C
Bonds may determine.

Until exchanged for Series 2019C Bonds in definitive form, such Series 2019C Bonds in
temporary form shall be entitled to the benefit and security of this Resolution. The Board,
without unreasonable delay, shall prepare, execute and deliver to the Paying Agent/Registrar,
and upon the presentation and surrender of the temporary Series 2019C Bonds to the Paying
Agent/Registrar, the Paying Agent/Registrar shall authenticate and deliver in exchange therefor,
definitive Series 2019C Bonds of the same maturity, aggregate principal amount or maturity
amount, as the case may be, and bearing or accruing interest at the same rate as the temporary
Series 2019C Bonds surrendered. The exchange shall be made without any charge to any
owner of Series 2019C Bonds.

Section 2.06. Appointment and Duties of Paying Agent/Registrar.

(a) Appointment. The Board hereby appoints The Bank of New York Mellon Trust
Company, N.A., as the initial Paying Agent/Registrar for the Series 2019C Bonds. The Board
shall keep or cause to be kept at the Designated Payment/Transfer Office of the Paying
Agent/Registrar books or records of the registration and transfer of the Series 2019C Bonds (the
‘Registration Books”), and the Board hereby appoints the Paying Agent/Registrar as its
registrar and transfer agent to keep such books or records and make such transfers and
registrations under such reasonable regulations as the Board and the Paying Agent/Registrar
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may prescribe; and the Paying Agent/Registrar shall make such transfers and registrations as
herein provided. It shall be the duty of the Paying Agent/Registrar to obtain from the registered
owner and record in the Registration Books the address of such registered owner of each
Series 2019C Bond to which payments with respect to the Series 2019C Bonds shall be mailed,
as herein provided. The Board or its designee shall have the right to inspect the Registration
Books during regular business hours of the Paying Agent/Registrar, but otherwise the Paying
Agent/Registrar shall keep the Registration Books confidential and, unless otherwise required
by law, shall not permit their inspection by any other entity. The Board hereby further appoints
the Paying Agent/Registrar to act as the paying agent for paying the principal of and interest on
the Series 2019C Bonds, and to act as its agent to convert and exchange or replace
Series 2019C Bonds, all as provided in this Resolution. The Paying Agent/Registrar shall keep
proper records of all payments made by the Board and the Paying Agent/Registrar with respect
to the Series 2019C Bonds, and of all conversions and exchanges of such Series 2019C Bonds,
and all replacements of such Series 2019C Bonds, as provided in this Resolution.

(b) Duties. The Paying Agent/Registrar shall perform such duties as are required of
the Paying Agent/Registrar hereunder and under the Paying Agent/Registrar Agreement. The
Executive Administrator or the designee thereof is hereby authorized to execute and deliver for
and on behalf of the Board the Paying Agent/Registrar Agreement, substantially in the form of
the agreement attached hereto as Exhibit B, with such changes as the Executive Administrator
may approve, such approval to be conclusively evidenced by the execution and delivery of such
agreement by the Executive Administrator or the designee thereof.

Section 2.07. Registration, Transfer and Exchange of Bonds.

(a) Transfer. Registration of each Series 2019C Bond may be transferred on the
Registration Books only upon presentation and surrender of such Series 2019C Bond at the
Designated Payment/Transfer Office of the Paying Agent/Registrar for transfer of registration
and cancellation, together with proper written instruments of assignment, in form and with
guarantee of signatures satisfactory to the Paying Agent/Registrar, evidencing the assignment
of the Series 2019C Bond, or any portion thereof in any Authorized Denomination, to the
assignee or assignees thereof, and the right of such assignee or assignees to have the
Series 2019C Bond or any such portion thereof registered in the name of such assignee or
assignees. Upon the assignment and transfer of any Series 2019C Bond or any portion thereof,
a new substitute Series 2019C Bond or Series 2019C Bonds shall be issued in conversion and
exchange therefor in the manner provided in this Section.

(b) Duty of Conversion, Exchange or Replacement. Pursuant to Chapter 1206, and
particularly Subchapter B thereof, the duty of conversion and exchange or replacement of
Series 2019C Bonds in the manner prescribed herein is hereby imposed upon the Paying
Agent/Registrar. Each Series 2019C Bond may be converted into and exchanged for fully
registered Series 2019C Bonds in the manner set forth herein. Each Series 2019C Bond issued
and delivered pursuant to this Resolution, to the extent of the unpaid or unredeemed principal
amount or maturity amount thereof, as the case may be, upon surrender of such Series 2019C
Bond at the Designated Payment/Transfer Office of the Paying Agent/Registrar, together with a
written request therefor duly executed by the registered owner or the assignee or assignees
thereof, or its or their duly authorized attorneys or representatives, with guarantee of signatures
satisfactory to the Paying Agent/Registrar, at the option of the registered owner or such
assignee or assignees, as appropriate, shall be converted into and exchanged for fully
registered Series 2019C Bonds in the form prescribed in the FORM OF BOND of like series of
subseries, in any Authorized Denomination (subject to the requirement hereinafter stated that
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each substitute Series 2019C Bond shall have a single stated maturity date), as requested in
writing by such registered owner or such assignee or assignees, in an aggregate principal
amount or maturity amount, as the case may be, equal to the unpaid or unredeemed principal
amount or maturity amount of any Series 2019C Bond or Series 2019C Bonds, as the case may
be, so surrendered, and payable to the appropriate registered owner, assignee, or assignees,
as the case may be. If a portion of any Series 2019C Bond shall be redeemed prior to its
scheduled maturity as provided herein, a substitute Series 2019C Bond or Series 2019C Bonds
having the same maturity date, of like series or subseries and bearing or accruing interest at the
same rate, in any Authorized Denomination at the written request of the registered owner, and
in an aggregate principal amount or maturity amount, as the case may be, equal to the
unredeemed portion thereof, will be issued to the registered owner upon surrender thereof for
cancellation. The Paying Agent/Registrar promptly shall cancel all Series 2019C Bonds
surrendered for conversion and exchange or replacement. If any Series 2019C Bond or portion
thereof is assigned and transferred or converted, each Series 2019C Bond issued in exchange
therefor shall have the same principal maturity date, be of like series or subseries and bear or
accrue interest at the same rate, as the Series 2019C Bond for which it is being exchanged.

(c) No Additional Actions Necessary. No additional ordinances, orders, or
resolutions need be passed or adopted by the Board or any other Person so as to accomplish
the foregoing conversion and exchange or replacement of any Series 2019C Bond or portion
thereof, and the Paying Agent/Registrar shall provide for the printing, execution and delivery of
the substitute Series 2019C Bonds in the manner prescribed herein. All Series 2019C Bonds
issued in conversion and exchange or replacement of any other Series 2019C Bond or portion
thereof (i) shall be issued in fully registered form with the principal of and interest on such
Series 2019C Bonds to be payable only to the registered owners thereof, (ii) may be redeemed
prior to their scheduled maturities, (iii) may be transferred and assigned, (iv) may be converted
and exchanged for other Series 2019C Bonds, shall have the characteristics, (vi) shall be
signed and sealed, and (vii) the principal of and interest thereon shall be payable, all if and as
provided with respect to the Series 2019C Bonds, and in the manner required or indicated, in
ARTICLE II of this Resolution. Each substitute Series 2019C Bond shall bear a letter and/or
number to distinguish it from each other Series 2019C Bond. Each fully registered
Series 2019C Bond delivered in conversion of and exchange for or replacement of any
Series 2019C Bond or portion thereof as permitted or required by any provision of this
Resolution shall constitute one of the Series 2019C Bonds for all purposes of this Resolution,
and may again be converted and exchanged or replaced.

(d) Authentication Certificate. On each substitute Series 2019C Bond issued in
conversion of and exchange for or replacement of any Series 2019C Bond or Series 2019C
Bonds issued under this Resolution there shall be printed thereon a Paying Agent/Registrar’s
Authentication Certificate (the “Authentication Certificate”), in the form set forth in the FORM
OF BOND. An authorized representative of the Paying Agent/Registrar shall, before the
delivery of any such Series 2019C Bond, date and manually sign the Authentication Certificate,
and no such Series 2019C Bond shall be deemed to be issued or outstanding unless the
Authentication Certificate is so executed. Upon the execution of the Authentication Certificate,
the converted and exchanged or replaced Series 2019C Bond shall be valid, incontestable, and
enforceable in the same manner and with the same effect as the Initial Bonds which originally
were delivered pursuant to this Resolution, approved by the Attorney General, and registered by
the Comptroller.

(e) Restrictions on Transfer or Exchange. Neither the Board, the State nor the
Paying Agent/Registrar shall be required (i) to issue, transfer, or exchange any Series 2019C
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Bond subject to redemption during a period beginning at the opening of business thirty (30)
days before the day of the first mailing of a notice of redemption of Series 2019C Bonds and
ending at the close of business on the day of such mailing or (ii) to transfer or exchange any
Series 2019C Bond after it is selected for redemption, in whole or in part, prior to the redemption
date; except that at the option of the registered owner of at least $1,000,000 in principal amount
of Series 2019C Bonds, the Paying Agent/Registrar shall be required to transfer or exchange
any such Series 2019C Bond which has been selected in whole or in part for redemption upon
surrender thereof. In which event, the Paying Agent/Registrar may make such arrangements as
it deems appropriate for notation on each new Series 2019C Bond issued in exchange for or
upon transfer of the Series 2019C Bond so selected for redemption of an appropriate legend to
the effect that such new Series 2019C Bond has been so selected for redemption.

) Payment of Fees. The registered owner of any Series 2019C Bond requesting
any conversion and exchange shall pay the Paying Agent/Registrar’s reasonable and standard
or customary fees and charges for converting and exchanging any such Series 2019C Bond or
portion thereof, together with any taxes or governmental charges required to be paid with
respect thereto, all as a condition precedent to the exercise of such privilege of conversion and
exchange; except that in the case of the conversion and exchange of an assigned and
transferred Series 2019C Bond or any portion or portions thereof in any Authorized
Denomination, and in the case of the conversion and exchange of the unredeemed portion of a
Series 2019C Bond which has been redeemed in part prior to maturity, as provided in this
Resolution, such fees and charges will be paid by the Board. In addition, the Board hereby
covenants with the registered owners of the Series 2019C Bonds that it will pay the (i)
reasonable and standard or customary fees and charges of the Paying Agent/Registrar for its
services with respect to the payment of the principal of and interest on the Series 2019C Bonds,
when due, and (ii) fees and charges of the Paying Agent/Registrar for services with respect to
the transfer or registration of Series 2019C Bonds, and with respect to the conversion and
exchange of Series 2019C Bonds solely to the extent above provided.

Section 2.08. Owners of Bonds. The Person in whose name any Series 2019C Bond
shall be registered in the Registration Books at any time shall be treated as the absolute owner
thereof for all purposes of this Resolution, whether such Series 2019C Bond shall be overdue,
and the Board and the Paying Agent/Registrar shall not be affected by any notice to the contrary
unless otherwise required by law; and payment of, or on account of, the principal of and
premium, if any, and interest on any such Series 2019C Bond shall be made only to such
registered owner. All such payments shall be valid and effectual to satisfy and discharge the
liability upon such Series 2019C Bond to the extent of the sum or sums so paid.

Section 2.09. Damaged, Mutilated, Lost, Stolen or Destroyed Bonds.

(a) Replacement. In the event any outstanding Series 2019C Bond is damaged,
mutilated, lost, stolen, or destroyed, the Paying Agent/Registrar shall cause to be printed,
executed, and delivered, a new Series 2019C Bond of the same principal amount or maturity
amount, as the case may be, maturity date, and interest rate, as the damaged, mutilated, lost,
stolen, or destroyed Series 2019C Bond, in replacement for such Series 2019C Bond in the
manner hereinafter provided.

(b) Application for Replacement. Application for replacement of damaged, mutilated,
lost, stolen, or destroyed Series 2019C Bonds shall be made to the Paying Agent/Registrar. In
every case of loss, theft or destruction of a Series 2019C Bond, the applicant for a replacement
Series 2019C Bond shall furnish to the Board and to the Paying Agent/Registrar such security
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or indemnity as may be required by them to save each of them harmless from any loss or
damage with respect thereto. Also, in every case of loss, theft or destruction of a Series 2019C
Bond, the applicant shall furnish to the Board and to the Paying Agent/Registrar evidence to
their satisfaction of the loss, theft or destruction of such Series 2019C Bond, as the case may
be. In every case of damage or mutilation of a Series 2019C Bond, the applicant shall
surrender to the Paying Agent/Registrar for cancellation the Series 2019C Bond so damaged or
mutilated.

(c) Payment in Lieu of Replacement. Notwithstanding the foregoing provisions of
this Section, in the event any such Series 2019C Bond shall have matured, and no default has
occurred which is then continuing in the payment of the principal of, premium, if any, or interest
on the Series 2019C Bond, the Board may authorize the payment of the same (without
surrender thereof except in the case of a damaged or mutilated Series 2019C Bond) instead of
issuing a replacement Series 2019C Bond, provided security or indemnity is furnished as above
provided in this Section.

(d) Payment of Costs. Prior to the issuance of any replacement Series 2019C Bond,
the Paying Agent/Registrar shall charge the owner of such Series 2019C Bond with all legal,
printing, and other expenses in connection therewith. Every replacement Series 2019C Bond
issued pursuant to the provisions of this Section by virtue of the fact that any Series 2019C
Bond is lost, stolen or destroyed shall constitute a contractual obligation of the Board whether
the lost, stolen, or destroyed Series 2019C Bond shall be found at any time, or be enforceable
by anyone, and shall be entitled to all the benefits of this Resolution equally and proportionately
with any and all other Series 2019C Bonds duly issued under this Resolution.

(e) Legal Authority. In accordance with Chapter 1206, this Section shall constitute
authority for the issuance of any such replacement Series 2019C Bond without necessity of
further action by the Board of any other Person, and the duty of the replacement of such
Series 2019C Bonds is hereby authorized and imposed upon the Paying Agent/Registrar, and
the Paying Agent/Registrar shall authenticate and deliver such Series 2019C Bonds in the form
and manner and with the effect, as provided in Section 2.07 for Series 2019C Bonds issued in
conversion and exchange for other Series 2019C Bonds.

Section 2.10. Successor Paying Agent/Registrars. The Board covenants with the
registered owners of the Series 2019C Bonds that at all times while the Series 2019C Bonds
are outstanding the Board will provide a competent and legally qualified bank or trust company
to act as and perform the services of Paying Agent/Registrar for the Series 2019C Bonds under
this Resolution, and that the Paying Agent/Registrar will be one entity. The Board reserves the
right to, and may, at its option, change the Paying Agent/Registrar upon not less than sixty (60)
days’ written notice to the Paying Agent/Registrar. In the event that the entity at any time acting
as Paying Agent/Registrar (or its successor by merger, acquisition, or other method) should
resign or otherwise cease to act as such, the Board covenants that promptly it will appoint a
competent and legally qualified bank or trust company which shall be a corporation organized
and doing business under the laws of the United States of America or of any state, authorized
under such laws to exercise trust powers, subject to supervision or examination by federal or
state authority, to act as Paying Agent/Registrar under this Resolution. Upon any change in the
Paying Agent/Registrar, the previous Paying Agent/Registrar promptly shall transfer and deliver
the Registration Books (or a copy thereof), along with all other pertinent books and records
relating to the Series 2019C Bonds, to the new Paying Agent/Registrar designated and
appointed by the Board. Upon any change in the Paying Agent/Registrar, the Board promptly
will cause a written notice thereof to be sent by the new Paying Agent/Registrar to each
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registered owner of the Series 2019C Bonds, by United States mail, first- class, postage
prepaid, which notice also shall give the address of the new Paying Agent/Registrar and the
Designated Payment/Transfer Office. By accepting the position and performing as such, each
Paying Agent/Registrar shall be deemed to have agreed to the provisions of this Resolution,
and a certified copy of this Resolution shall be delivered to each Paying Agent/Registrar.

Section 2.11. Book-Entry Only System. The Initial Bonds shall be delivered to the
Underwriters against payment received therefrom on the Date of Delivery. The senior
managing underwriter named in Section 11.01 hereof, acting as the representative for the
Underwriters, shall be required to promptly surrender the Initial Bonds to the Paying
Agent/Registrar for exchange. Series 2019C Bonds issued in exchange therefor shall be
registered in the name of Cede & Co., as nominee of DTC, as registered owner of the
Series 2019C Bonds, and held in the custody of DTC. Unless otherwise requested by DTC, a
single certificate will be issued and delivered to DTC for each maturity of the Series 2019C
Bonds. Beneficial owners of Series 2019C Bonds will not receive physical delivery of
Series 2019C Bond certificates except as provided hereinafter. For so long as DTC shall
continue to serve as securities depository for the Series 2019C Bonds as provided herein, all
transfers of beneficial ownership interests will be made by book-entry only, and no investor or
other party purchasing, selling or otherwise transferring beneficial ownership of Series 2019C
Bonds is to receive, hold or deliver any Series 2019C Bond certificate.

With respect to Series 2019C Bonds registered in the name of Cede & Co., as nominee
of DTC, the Board and the Paying Agent/Registrar shall have no responsibility or obligation to
any DTC Participant or to any Person on whose behalf a DTC Participant holds an interest in
the Series 2019C Bonds. Without limiting the immediately preceding sentence, the Board and
the Paying Agent/Registrar shall have no responsibility or obligation with respect to (i) the
accuracy of the records of DTC, Cede & Co. or any DTC Participant with respect to any
ownership interest in the Series 2019C Bonds, (ii) the delivery to any DTC Participant or any
other Person, other than a registered owner of the Series 2019C Bonds, as shown on the
Registration Books, of any notice with respect to the Series 2019C Bonds, including any notice
of redemption, and (iii) the payment to any DTC Participant or any other Person, other than a
registered owner of the Series 2019C Bonds, as shown in the Registration Books, of any
amount with respect to principal of or premium, if any, or interest on the Series 2019C Bonds.

Replacement Series 2019C Bonds may be issued directly to beneficial owners of
Series 2019C Bonds other than DTC, or its nominee, but only in the event that: (i) DTC
determines not to continue to act as securities depository for the Series 2019C Bonds (which
determination shall become effective no less than ninety (90) days after written notice to such
effect to the Board and the Paying Agent/Registrar); (ii) the Board has advised DTC of its
determination (which determination is conclusive as to DTC and beneficial owners of the
Series 2019C Bonds) that DTC is incapable of discharging its duties as securities depository for
the Series 2019C Bonds; or (iii) the Board has determined (which determination is conclusive as
to DTC and the beneficial owners of the Series 2019C Bonds) that the interests of the beneficial
owners of the Series 2019C Bonds might be adversely affected if such book-entry only system
of transfer is continued. Upon occurrence of any of the foregoing events, the Board shall use its
best efforts to attempt to locate another qualified securities depository to replace DTC. If the
Board fails to locate another qualified securities depository to replace DTC, the Board shall
cause to be authenticated and delivered replacement Series 2019C Bonds, in certificate form, to
the beneficial owners of the Series 2019C Bonds. In the event that the Board makes the
determination noted in (ii) or (iii) above (provided that the Board undertakes no obligation to
make any investigation to determine the occurrence of any events that would permit the Board
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to make any such determination), and has made provisions to notify the beneficial owners of
Series 2019C Bonds of such determination by mailing an appropriate notice to DTC, it shall
cause to be issued replacement Series 2019C Bonds in certificate form to beneficial owners of
the Series 2019C Bonds as shown on the records of DTC provided to the Board.

Whenever, during the term of the Series 2019C Bonds, the beneficial ownership thereof
is determined by a book entry at DTC, the requirements in this Resolution of holding, delivering
or transferring Series 2019C Bonds shall be deemed modified to require the appropriate Person
or entity to meet the requirements of DTC as to registering or transferring the book entry to
produce the same effect.

If at any time, DTC ceases to hold the Series 2019C Bonds as securities depository, all
references herein to DTC shall be of no further force or effect.

Section 2.12. All Bonds On Parity. No Financial Assistance Bond shall be entitled to
priority of payment over any other Financial Assistance Bond in the application of any moneys
made available by law for the payment thereof, irrespective of the fact that some of the Financial
Assistance Bonds may have been or may be delivered prior to the delivery of other Financial
Assistance Bonds, it being the intent of this Resolution that all Financial Assistance Bonds shall
rank equally on parity with each other.

ARTICLE lll

INTEREST RATE ON VARIABLE RATE BONDS

Section 3.01. Initial Interest Rates; Subsequent Interest Rates. The Subseries
2019C-2 Bonds shall bear interest at the Initial Rate for the Initial Rate Period. At the end of the
Initial Rate Period, the Subseries 2019C-2 Bonds shall be subject to mandatory tender, without
right of retention by the Owner; provided, however, that a failure of the Remarketing Agent to
remarket the Subseries 2019C-2 Bonds at the end of the Initial Rate Period, as further
described in Section 4.04, shall result in the holders of the Subseries 2019C-2 Bonds retaining
such Subseries 2019C-2 Bonds until the same are remarketed or redeemed pursuant to the
applicable provisions of this Resolution. Thereafter, the Subseries 2019C-2 Bonds shall bear
interest at the Term Rate determined in accordance with the provisions of Section 3.02, except
that the interest period applicable to the Subseries 2019C-2 Bonds may be converted from the
Initial Rate Period to a Term Rate Period of the same or different duration or to the Fixed Rate
Period pursuant to Section 3.02 or Section 3.03, respectively. An Opinion of Bond Counsel is
required prior to or in connection with a conversion from the Initial Rate Period to a Term Rate
Period. Notwithstanding the foregoing, if the Remarketing Agent fails to remarket the Subseries
2019C-2 Bonds, resulting in the holders thereof retaining such Subseries 2019C-2 Bonds
subsequent to the end of the Initial Rate Period, those Subseries 2019C-2 Bonds shall bear
interest at the Stepped Rate for the duration of the Stepped Rate Period.

Section 3.02. Term Rates; Conversions among Term Rate Periods.

(a) Determination by Remarketing Agent. Subject to the further provisions of this
ARTICLE Il with respect to particular Term Rate or conversions between Term Rates, the Term
Rate to be applicable to Subseries 2019C-2 Bonds during any Term Rate Period shall be
determined by the Remarketing Agent. The Remarketing Agent shall determine the Term Rate
in accordance with this section on the Rate Determination Date, and all Subseries 2019C-2
Bonds (other than Subseries 2019C-2 Bonds bearing interest at the Stepped Rate or any

74281205.4 19



Series 2019C

Subseries 2019C-2 Bonds bearing interest at a Fixed Rate) shall be issued in the same Term
Rate mode. The Term Rate so determined shall become effective on the first day of the next
succeeding Term Rate Period.

(i) In each case, the Term Rate for the Term Rate Period in question shall
be determined by the Remarketing Agent on the Rate Determination Date required
pursuant to Section 3.02(b) below.

(i) Each Term Rate determined by the Remarketing Agent shall be the
lowest rate of interest which, in the judgment of the Remarketing Agent, would cause the
Subseries 2019C-2 Bonds to have a market value not less than equal to the principal
amount thereof, plus accrued interest, under prevailing market conditions as of the Rate
Determination Date; provided, however, that any excess proceeds resultant from a
pricing structure that produces a net reoffering premium shall (after applying a portion of
such reoffering premium to the costs incurred by the Board in connection with such
reoffering and conversion, if so desired by the Board) be used to reduce the principal
amount of Subseries 2019C-2 Bonds that are outstanding after the Term Rate
conversion (with the redemption dates and prices determined pursuant to Section 5.03
hereof), and make the Term Rate available to the Paying Agent/Registrar; provided,
further, however, that in no event shall the Subseries 2019C-2 Bonds converted to Term
Rate bear interest at a rate exceeding the Highest Rate.

(iii) All determinations of Term Rates pursuant to this Section shall be
conclusive and binding, absent manifest, upon the Board, the Tender Agent, the Paying
Agent/Registrar, and the Owners of the Subseries 2019C-2 Bonds to which such rates
are applicable. The Board, the Tender Agent, the Paying Agent/Registrar and the
Remarketing Agent shall not be liable to any Owners for failure to give any notice
required above or for failure of any Owners to receive such notice.

(b) Manner of Term Rate Determination. A Term Rate shall be determined for each
Term Rate Period as follows:

(i) Term Rate Periods shall (A) commence initially on the Term Rate
Conversion Date and on the first day of a calendar month which is an integral multiple of
twelve (12) calendar months thereafter; and (B) end on the last day preceding either the
commencement date of the following Term Rate Period or the Conversion Date on which
a different rate period shall become effective.

(i) The Term Rate for each Term Rate Period shall be effective from and
including the commencement date of such Period and remain in effect through and
including the last day thereof. Each such Term Rate shall be determined for each Term
Rate Period not later than 12:00 p.m., New York City time on the Rate Determination
Date, which date shall be a day not more than the 35" day immediately preceding the
commencement date of such Term Rate Period (as determined by the Board and the
Remarketing Agent), and each such Term Rate shall be made available to the Paying
Agent/Registrar and the Tender Agent by the Remarketing Agent by the close of
business on its Rate Determination Date.

(iii) Notice of each Term Rate shall be given by the Paying Agent/Registrar by
first—class mail to each Owner promptly after such Term Rate is determined.
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(iv) At the expiration of the Initial Term Rate Period and any Term Rate
Period into which the Subseries 2019C-2 Bonds have been remarketed, respectively,
the Board shall be obligated to remarket the Subseries 2019C-2 Bonds pursuant to
Section 3.02(c) hereof.

(v) If, at the expiration of the then-applicable Term Rate Period, there occurs
a failed remarketing of the type described in Section 4.02(e) hereto, then all of the
Outstanding Subseries 2019C-2 Bonds shall bear interest at the Stepped Rate for the
duration of the Stepped Rate Period.

(c) Conversions between Term Rate Periods. At the option of the Board, and
pursuant to an order of the Board, the Subseries 2019C-2 Bonds may be converted from the
Initial Rate Period to one or more Term Rate Periods or from one Term Rate Period to another.
In addition, such order of the Board shall identify the Remarketing Agent that will accomplish the
remarketing of the Subseries 2019C-2 Bonds on the Board’s behalf at the time of such
conversion. The Board shall, in connection with the identification of the Remarketing Agent,
authorize execution of a Remarketing Agreement therefor if no such agreement is then in place.
To accomplish the proposed conversion, the Board shall give written notice of the proposed
conversion together with a copy of the Opinion of Bond Counsel to the Remarketing Agent on
the date that notice is required to be given pursuant to Section 3.02(c)(ii). The conversion shall
be accomplished as follows:

(i) The Conversion Date of a conversion to a new Term Rate Period shall be
an Interest Payment Date on which interest is payable for the Initial Rate Period or Term
Rate Period, as applicable, from which the conversion is to be made.

(i) The Board shall give written notice of any such conversion to the Paying
Agent/Registrar, and the Tender Agent not less than forty-five (45) days prior to the
proposed Conversion Date. Such notice shall specify the proposed Conversion Date
and the Term Rate Period(s) to which the conversion will be made, and the number of
years to be included within such Term Rate Period(s).

(iii) Not less than thirty (30) days prior to the Conversion Date, the Paying
Agent/Registrar shall mail (by first—class mail) a written notice of the conversion to the
Owners. Such notice shall:

(A) contain the information set forth in the notice from the Board
pursuant to Section 3.02(c)(ii) above,

(B) set forth the dates by which the Remarketing Agent will determine
and the Paying Agent/Registrar will notify the Owners of the Term Rate for the
Term Rate Period commencing on the Term Rate Conversion Date pursuant to
Section 3.02(c)(iv) below, and

(©) set forth the matters required to be stated pursuant to Section
4.02 with respect to purchases of such Subseries 2019C-2 Bonds governed by
such Section.

(iv) The Term Rate for the Term Rate Period commencing on the Conversion

Date shall be determined by the Remarketing Agent in the manner provided in Section
3.02(a) above on the date set forth in Section 3.02(b) above.

74281205.4 21



Series 2019C

(v) Any conversion pursuant to this Section 3.02 shall be subject to the
condition that on or before five (5) days prior to the date the Paying Agent/Registrar is
required to give notice of the date of such conversion, the Board shall have delivered to
the Paying Agent/Registrar and the Remarketing Agent an Opinion of Bond Counsel. If
such Opinion of Bond Counsel is not delivered, the conversion shall not occur and the
Subseries 2019C-2 Bonds shall not be converted but shall remain in the same Term
Rate Period; provided, however, that such Subseries 2019C-2 Bonds shall be subject to
mandatory tender as provided herein.

Section 3.03. Fixed Rate Conversion at Option of the Board. At the option of the
Board, and pursuant to an order of the Board, Subseries 2019C-2 Bonds bearing interest at a
Term Rate may be converted in whole or in part to a Fixed Rate to their maturity or prior
redemption. In the event of a partial conversion pursuant to this Section, the Paying
Agent/Registrar shall select by lot or other customary random method the Subseries 2019C-2
Bonds to be converted to a Fixed Rate in order to effectuate a pro rata allocation of the
mandatory redemption schedule as set forth in Section 5.04 hereof between the Subseries
2019C-2 Bonds to be converted to a Fixed Rate and the Subseries 2019C-2 Bonds remaining in
a Term Rate. Any such conversion shall be made as follows:

(a) The Fixed Rate Conversion Date shall be an Interest Payment Date on which a
new Term Rate Period would otherwise have commenced pursuant to Section 3.02(b) hereof.

(b) (i) The Board shall give written notice of any such conversion to the
Remarketing Agent, the Paying Agent/Registrar, and the Tender Agent not less than
forty-five (45) days prior to the proposed Conversion Date. Such notice shall specify the
Fixed Rate Conversion Date and the principal amount of Subseries 2019C-2 Bonds to
be converted.

(i) Not less than thirty (30) days prior to the Fixed Rate Conversion Date, the
Paying Agent/Registrar shall mail (by first—class mail) a written notice of the conversion
to the Owner of all Subseries 2019C-2 Bonds to be converted, specifying the Conversion
Date and setting forth the matters required to be stated pursuant to Section 3.03(c).

(c) Notice of conversion shall be given by first—class mail by the Paying
Agent/Registrar to (x) each nationally-recognized securities rating agency that has a then
existing rating on the Subseries 2019C-2 Bonds and (y) the Owners of all Subseries 2019C-2
Bonds to be converted. Such notice shall inform the Owners of:

(i) the proposed Fixed Rate Conversion Date;

(i) the dates by which the Remarketing Agent will determine and the Paying
Agent/Registrar will notify the Owners of the Fixed Rate pursuant to Section
3.03(d)below;

(iii) the conditions to the conversion pursuant to Section 3.03(e) below; and

(iv) the matters required to be stated pursuant to Section 4.03 with respect to
purchases of Subseries 2019C-2 Bonds governed by such Section.

(d) Not later than 12:00 p.m., New York City time, on the seventh (7th) Business Day
prior to the Fixed Rate Conversion Date the Remarketing Agent shall, in consultation with and
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subject to the approval of the Board, determine the Fixed Rate or Rates for the Subseries
2019C-2 Bonds which will cause the Subseries 2019C-2 Bonds to have a market value equal to
not less than the principal amount thereof, provided that any excess proceeds resultant from a
pricing structure that produces a net reoffering premium shall (after applying a portion of such
reoffering premium to the costs incurred by the Board in connection with such reoffering and
conversion, if so desired by the Board) be used to reduce the principal amount of Subseries
2019C-2 Bonds that are outstanding after the Fixed Rate conversion (with the redemption dates
and prices determined pursuant to Section 5.03(c) hereof), and make the Fixed Rate or Rates
available to the Paying Agent/Registrar; provided, however, in no event shall the Subseries
2019C-2 Bonds converted to Fixed Rate bear interest at a rate exceeding the Highest Rate.
Such determination shall be conclusive and binding upon the Board, the Paying Agent/Registrar
and the Owners of the Bond to which such Rate will be applicable. Promptly after the date of
determination, the Paying Agent/Registrar shall give notice of such Fixed Rate or Rates by first—
class mail to the Tender Agent, and the Owners (as of the Fixed Rate Conversion Date).

(e) Any conversion to a Fixed Rate pursuant to this Section 3.03 shall be subject to
the following conditions:

(i) on or before the Fixed Rate Conversion Date, the Board shall have
delivered to the Paying Agent/Registrar and the Remarketing Agent an Opinion of Bond
Counsel; and

(i) as of the Fixed Rate Conversion Date, sufficient funds shall be available
to purchase Subseries 2019C-2 Bonds which are then required to be purchased
pursuant to Section 4.04.

If the foregoing conditions are not met for any reason, the conversion shall not be
effective, the Subseries 2019C-2 Bonds shall continue to bear interest at the last effective Term
Rate or Stepped Rate, as applicable. The Paying Agent/Registrar shall promptly notify the
Owners of such fact and shall give all additional notices and take all further actions required
pursuant to Section 5.06.

) At its option, the Board also may determine the serial or term maturities,
redemption provisions and other terms which shall be applicable to the pricing of the Subseries
2019C-2 Bonds on and after the Fixed Rate Conversion Date. Such option may be exercisable
only on a Fixed Rate Conversion Date. Serial maturities shall be determined by the Board at
the time of the conversion to a Fixed Rate. Following the Fixed Rate Conversion Date, the
Subseries 2019C-2 Bonds shall be subject to optional redemption in whole or in part on such
dates as shall be determined at the time of the conversion. If the Board so elects, the serial
maturities or mandatory redemption provisions for the Subseries 2019C-2 Bonds converted to a
Fixed Rate may be determined on the basis of providing similar relative principal and interest
payments on such Subseries 2019C-2 Bonds, including the principal payment schedule set forth
in Section 5.03 (after giving pro rata effect for any prior sinking fund redemptions of the
Subseries 2019C-2 Bonds, if any, not then converted to a Fixed Rate). Also, if the Board
exercises its option to change the redemption provisions and the serial maturity dates, then on
or before the Fixed Rate Conversion Date on which such option is exercised, the Board shall,
as a condition to the exercise of such option, deliver to the Paying Agent/Registrar an Opinion of
Bond Counsel.
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ARTICLE IV

TENDER AND PURCHASE OF BONDS

Section 4.01. No Optional Tender. The Series 2019C Bonds are not subject to
optional tender by the Holders thereof.

Section 4.02. Mandatory Tender of the Subseries 2019C-2 Bonds Upon Term Rate
Conversion.

(a) Conversions to Term Rate Periods. While the Board is obligated to remarket the
Subseries 2019C-2 Bonds pursuant to Section 3.02(b)(iv), on any Term Rate Conversion Date
pursuant to Section 3.02(c), the Subseries 2019C-2 Bonds shall be subject to mandatory tender
on such date as follows:

(i) Subseries 2019C-2 Bonds to be converted from the Initial Rate Period to
one or more Term Rate Periods or from a Term Rate Period to another Term Rate
Period are subject to mandatory tender for purchase on the Term Rate Conversion Date
at the Purchase Price; and

(i) Owners of Subseries 2019C-2 Bonds shall not have the right to retain
their Subseries 2019C-2 Bonds upon any such conversion.

(b) Notice to Owners. Any notice of a Term Rate Conversion Date given to Owners
pursuant to Section 3.03(c)(iii), in addition to the requirements of such Section, shall state that
the Subseries 2019C-2 Bonds to be converted are subject to mandatory tender for purchase on
the Term Rate Conversion Date and the time at which the Subseries 2019C-2 Bonds are to be
tendered for purchase.

(c) Remarketing. No later than 1:00 p.m., New York City time, on a Business Day
which is at least fifteen (15) days prior to the Term Rate Conversion Date, the Tender Agent
shall notify an Authorized Representative and the Remarketing Agent by telephone, facsimile,
electronic mail transmission, or other similar communication, of the principal amount of
Subseries 2019C-2 Bonds to be tendered for purchase on the Term Rate Conversion Date.
Unless the Remarketing Agreement then in effect specifies that such remarketing shall
constitute a firm financial arrangement with the Remarketing Agent, the Remarketing Agent
shall offer for sale and use its best efforts to find purchasers for such Subseries 2019C-2 Bonds.
The terms of any sale by the Remarketing Agent shall provide for the payment of the Purchase
Price of tendered Subseries 2019C-2 Bonds to the Remarketing Agent in immediately available
funds at or before 9:30 a.m., New York City time, on the Term Rate Conversion Date.

(d) Purchase of Tendered Subseries 2019C-2 Bonds.

(i) Notice. At or before 3:00 p.m., New York City time, on the Business Day
immediately preceding the date fixed for purchase of tendered Subseries 2019C-2
Bonds, the Remarketing Agent shall give notice by telephone, facsimile, electronic mail
transmission, or other similar communication to the Tender Agent of the principal
amount of tendered Subseries 2019C-2 Bonds which were not remarketed. Not later
than 4:00 p.m., New York City time, on the date of receipt of such notice the Tender
Agent shall give notice by telephone, facsimile, electronic mail transmission, or other
similar communication to an Authorized Representative and the Paying Agent/Registrar
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specifying the principal amount of tendered Subseries 2019C-2 Bonds as to which the
Remarketing Agent has not found a purchaser. No later than 10:30 a.m., New York City
time, on the date fixed for purchase, the Remarketing Agent shall give notice to the
Tender Agent by telephone (promptly confirmed in writing) of any change in the names,
addresses, and taxpayer identification numbers of the purchaser, the Authorized
Denominations of the Subseries 2019C-2 Bonds to be delivered to each purchaser and,
if available, payment instructions for regularly scheduled interest payments.

(i) Sources of Payment. At or before 10:30 a.m., New York City time, the
Remarketing Agent shall cause to be paid to the Tender Agent for deposit in the “Texas
Water Development Board Water Financial Assistance Remarketing Proceeds Payment
Fund, Subseries 2019C-2” (the Subseries 2019C-2 Payment Fund) on the date fixed for
purchase of the tendered Subseries 2019C-2 Bonds, all amounts representing proceeds
of the remarketing of such Subseries 2019C-2 Bonds, such payments to be made in the
manner and at the time specified in Section 4.02(c) above. If such amounts, plus all
other amounts received by the Tender Agent for the purchase of tendered Subseries
2019C-2 Bonds, are not sufficient to pay the Purchase Price, the Tender Agent shall
immediately notify an Authorized Representative of any deficiency no later than 11:00
a.m., New York City time, on such date; provided, however, in the event the date of
purchase of the tendered Subseries 2019C-2 Bonds is an Interest Payment Date,
payment of the accrued interest portion of the Purchase Price for the tendered Subseries
2019C-2 Bonds shall be the sole responsibility of the Board. The Board (if the Board is
obligated to pay the interest portion of the Purchase Price) shall deliver to the Tender
Agent immediately available funds in an amount at least equal to its portion of the
Purchase Price agreed to be paid on the tender date of such unremarketed tendered
Subseries 2019C-2 Bonds prior to 2:00 p.m., New York City time, on the date set for
purchase of such tendered Subseries 2019C-2 Bonds. All money received by the
Tender Agent as remarketing proceeds and additional amounts, if any, received from the
Board to pay the Purchase Price of the tendered Subseries 2019C-2 Bonds shall be
deposited by the Tender Agent in the Subseries 2019C-2 Payment Fund to be used
solely for the payment of the Purchase Price of such tendered Subseries 2019C-2
Bonds and shall not be commingled with other funds held by the Tender Agent and shall
remain uninvested.

(iii) Payments by the Tender Agent. At or before 2:30 p.m., New York City
time, on the date set for purchase of tendered Subseries 2019C-2 Bonds and upon
receipt by the Tender Agent of 100% of the aggregate Purchase Price of the tendered
Subseries 2019C-2 Bonds, the Tender Agent shall pay the Purchase Price of such
Subseries 2019C-2 Bonds to the Owners thereof at its designated office or by bank wire
transfer. Such payments shall be made in immediately available funds. The Tender
Agent shall apply in order (A) money paid to it by the Remarketing Agent as proceeds of
the remarketing of such Subseries 2019C-2 Bonds by the Remarketing Agent and (B)
money, if any, paid by the Board. If sufficient funds are not available for the purchase of
all tendered Subseries 2019C-2 Bonds, no purchase shall be consummated, in which
case the provisions of Section 4.02(e) shall apply.

(iv) Registration and Delivery of Tendered or Purchased Subseries 2019C-2
Bonds. On the purchase date, the Tender Agent shall register and deliver (or hold) or
cancel all Subseries 2019C-2 Bonds purchased or remarketed by the Remarketing
Agent and deliver to the new registered owner in accordance with the instructions of the
Remarketing Agent by 2:00 p.m., New York City time.
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Notwithstanding anything to the contrary in the foregoing paragraph, for so long as the
Subseries 2019C-2 Bonds are held in the Book-Entry-Only System of DTC in accordance with
Section 2.11 hereof, any Bond remarketed by the Remarketing Agent shall be delivered to the
new beneficial owner thereof by a transfer in the Book-Entry-Only System of DTC of such
remarketed Bond to the applicable DTC Participant account for such beneficial owner.

(v) Delivery of Subseries 2019C-2 Bonds; Effect of Failure to Surrender
Subseries 2019C-2 Bonds. All Subseries 2019C-2 Bonds to be purchased on any date
shall be required to be delivered to the office of the Tender Agent at or before 5:00 p.m.,
New York City time, on the Business Day next preceding the purchase date (12:00 noon
New York City time on the tender date for Subseries 2019C-2 Bonds held in book entry
only system). If the Owner of any Bond (or portion thereof) that is subject to purchase
pursuant to this Section fails to deliver such Bond to the Tender Agent for purchase on
the purchase date, and if the Tender Agent is in receipt of the Purchase Price therefor,
such Bond (or portion thereof) shall nevertheless be deemed purchased on the day fixed
for purchase thereof and shall constitute an Undelivered Subseries 2019C-2 Bond.
Ownership of Undelivered Subseries 2019C-2 Bonds (or portions thereof) shall be
transferred to the purchaser thereof as provided in Section 4.02(d)(iv) above. Any
Owner of Undelivered Subseries 2019C-2 Bonds shall have no further right thereunder
except the right to receive the Purchase Price thereof upon presentation and surrender
of said Bond to the Tender Agent. The Tender Agent shall, as to any Undelivered
Subseries 2019C-2 Bonds, (A) promptly notify the Remarketing Agent of such
nondelivery and (B) place a stop transfer against such Undelivered Subseries 2019C-2
Bonds.

(e) Failure to Remarket Tendered Subseries 2019C-2 Bonds. In the event that
Subseries 2019C-2 Bonds in the Initial Rate Period or any Term Rate Period are not converted
and remarketed to new purchasers on the applicable Conversion Date, the Board shall have no
obligation to purchase the Subseries 2019C-2 Bonds tendered on such date, the failed
conversion and remarketing shall not constitute an event of default under this Resolution or the
Subseries 2019C-2 Bonds, the mandatory tender will be deemed to have been rescinded for
that date with respect to the Subseries 2019C-2 Bonds, and such Subseries 2019C-2 Bonds (i)
will continue to be Outstanding, (ii) will be purchased upon the availability of funds to be
received from the subsequent remarketing of such Subseries 2019C-2 Bonds, (iii) will bear
interest at the Stepped Rate during the Stepped Rate Period, (iv) will be subject to redemption
and mandatory tender for purchase on any date during the Stepped Rate Period upon which a
conversion occurs (which shall occur at the Board’s discretion upon delivery of at least one
day’s notice to the Holders thereof), and (v) will be deemed to continue in the Initial Rate Period
or a Term Rate Period, as applicable, for all other purposes of this Resolution, though bearing
interest during such time at the Stepped Rate until remarketed or redeemed in accordance with
the terms of this Resolution. In the event of a failed conversion and remarketing as described
above, the Board will cause the Subseries 2019C-2 Bonds to be converted and remarketed on
the earliest reasonably practicable date on which they can be sold at par, at a Term Rate not
exceeding the Highest Rate. All other provisions of Section 4.02 shall apply to and govern
Subseries 2019C-2 Bonds described in this Subsection (e) to the extent such terms are not in
conflict with those included herein.

Section 4.03. Mandatory Tender Upon Fixed Rate Conversion. (a) Mandatory
Tender Upon Conversion. Any Subseries 2019C-2 Bonds to be converted to a Fixed Rate
pursuant to Section 3.03 shall be subject to mandatory tender for purchase on the Fixed Rate
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Conversion Date at the Purchase Price. The Owners shall not have the right to elect to retain
their Subseries 2019C-2 Bonds.

(b) Notice to Owners. Any notice of conversion given to Owners pursuant to Section
3.03(c) shall, in addition to the requirements of such Section, state that Owners shall not have
the right to waive mandatory tender and that Subseries 2019C-2 Bonds not delivered to the
Tender Agent for purchase on the date specified in the notice shall be deemed tendered on
such date and that after such date Owners will not be entitled to any payment (including interest
to accrue subsequent to the required purchase date) other than the Purchase Price for such
Undelivered Subseries 2019C-2 Bonds and such Undelivered Subseries 2019C-2 Bonds shall
no longer be entitled to the benefits of this Resolution.

(c) Remarketing. Unless the Remarketing Agreement then in effect specifies that
such remarketing shall constitute a firm financial arrangement with the Remarketing Agent, the
Remarketing Agent shall offer for sale and use its best efforts to find purchasers for the
Subseries 2019C-2 Bonds; provided that in no event shall the Remarketing Agent offer any
such Bond for sale to any person unless the Remarketing Agent has advised such person of the
fact that, after the Fixed Rate Conversion Date, the Bond will no longer be subject to tender at
the option of the Owner. The terms of any sale by the Remarketing Agent shall provide for the
payment of the Purchase Price to the Remarketing Agent of the tendered Subseries 2019C-2
Bonds in immediately available funds at or before 9:30 a.m., New York City time on the Fixed
Rate Conversion Date.

(d) Purchase of Tendered Subseries 2019C-2 Bonds. The provisions of Section
4.02(d) shall apply to mandatory tenders pursuant to this Section 4.03.

Section 4.04. Mandatory Tender at End of Initial Rate Period. Notwithstanding any
provisions of this Resolution to the contrary, the Subseries 2019C-2 Bonds issued hereunder
shall be subject to mandatory tender on the Term Rate Conversion Date immediately following
the end of the Initial Rate Period, without right of retention by the Owner, at the Purchase Price.
Subseries 2019C-2 Bonds tendered pursuant to this Section 4.04 shall be delivered to the
Remarketing Agent against payment therefor in accordance with the provisions of Section
4.02(d). In the event that such Subseries 2019C-2 Bonds are not converted and remarketed to
new purchasers on the scheduled date of mandatory tender, the Board shall have no obligation
to purchase the Subseries 2019C-2 Bonds tendered on such date, the failed conversion and
remarketing shall not constitute an event of default under this Resolution or the Subseries
2019C-2 Bonds, the mandatory tender will be deemed to have been rescinded for that date with
respect to all of the Subseries 2019C-2 Bonds then Outstanding, and such Subseries 2019C-2
Bonds (i) will continue to be Outstanding, (ii) will be purchased upon the availability of funds to
be received from the subsequent remarketing of such Subseries 2019C-2 Bonds, (iii) will bear
interest at the Stepped Rate during the Stepped Rate Period, (iv) will be subject to redemption
and mandatory tender for purchase on any date during the Stepped Rate Period upon which a
conversion occurs (which shall occur at the Board’s discretion upon delivery of at least one
day’s notice to the holders thereof), and (v) will be deemed to continue in an Initial Rate Period
for all other purposes of this Resolution, though bearing interest during such time at the Stepped
Rate, until remarketed or redeemed in accordance with the terms of this Resolution. In the
event of a failed conversion and remarketing as described above, the Board will cause the
Subseries 2019C-2 Bonds to be converted and remarketed on the earliest reasonably
practicable date on which they can be sold at par, in such interest rate mode or modes as the
Board directs, at a rate not exceeding the Highest Rate.
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ARTICLE V

REDEMPTION OF BONDS BEFORE MATURITY

Section 5.01. Limitation on Redemption. Unless otherwise provided in the Approval
Certificate, the Series 2019C Bonds shall be subject to redemption before scheduled maturity
only as provided in this ARTICLE V. Any provision of this ARTICLE V, including, without
limitation, any provisions relating to the method or selection of Series 2019C Bonds for
redemption may be modified in an Approval Certificate.

Section 5.02. Optional and Mandatory Redemption for Subseries 2019C-1 Bonds.
The Subseries 2019C-1 Bonds shall be subject to optional and mandatory sinking fund
redemption by the Board on behalf of the State prior to maturity in the manner and at the
redemption price as described in the Approval Certificate. The FORM OF BOND shall be
completed upon the execution of the Approval Certificate to reflect the redemption provisions, if
any, applicable to the Subseries 2019C-1 Bonds as provided for in the Approval Certificate.

Section 5.03. Optional Redemption for Subseries 2019C-2 Bonds. (a) Prior to the
Fixed Rate Conversion Date, Subseries 2019C-2 Bonds bearing interest at the Initial Rate
during the Initial Rate Period and at a Term Rate during a Term Rate Period are subject to
redemption, if at all, at the times, at the prices, and in the manner determined by the Board on a
Term Rate Conversion Date (and as evidenced in an Approval Certificate); provided, however,
that the Subseries 2019C-2 Bonds are callable, at the option of the Board, in whole or in part, at
a redemption price equal to the principal amount thereof plus interest accrued thereon to the
redemption date, on any Term Rate Conversion Date.

(b) Notwithstanding anything herein to the contrary, during the Initial Rate Period,
the Subseries 2019C-2 Bonds may be redeemed, at the option of the Board, in whole or in part
in Authorized Denominations on the date specified in the Approval Certificate, or on any date
thereafter, at the redemption price of par, together with accrued interest to the date of
redemption.

(c) Subseries 2019C-2 Bonds bearing interest at the Stepped Rate during the
Stepped Rate Period are subject to redemption, in whole or in part, at the option of the Board, at
a redemption price equal to the principal amount thereof plus interest accrued thereon at the
Stepped Rate to the redemption date, on any date.

(d) Subseries 2019C-2 Bonds bearing interest at a Fixed Rate are subject to
redemption at the option of the Board, in whole or in part, on the dates and at the prices
determined and established by the Board on the Fixed Rate Conversion Date.

(e) The Board shall deliver notice to the Paying Agent/Registrar of its intention to
redeem Subseries 2019C-2 Bonds, which notice shall specify the principal amount of the
Subseries 2019C-2 Bonds to be redeemed (i) with respect to Subseries 2019C-2 Bonds bearing
interest at a Stepped Rate, at least two (2) days prior to the redemption date and (ii) with
respect to Subseries 2019C-2 Bonds bearing interest at a Term Rate or at Fixed Rates, at least
forty-five (45) days prior to the redemption date (or such shorter period acceptable to the Paying
Agent/Registrar).

) On or prior to the date established for optional redemption of any
Subseries 2019C-2 Bonds, the Board shall have deposited an amount sufficient to pay the
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redemption price of the Subseries 2019C-2 Bonds to be redeemed with the Paying
Agent/Registrar. Such money shall be invested, if at all, in Defeasance Securities.

Section 5.04. Scheduled Mandatory Redemption for Subseries 2019C-2. The
Subseries 2019C-2 Bonds are subject to mandatory redemption from money on deposit in the
Bond Payment Account at a price of par plus accrued interest to the date fixed for redemption,
on August 1 in each of the years and in the amounts specified in the Approval Certificate.

The principal amount of Subseries 2019C-2 Bonds required to be redeemed pursuant to
the operation of such mandatory redemption provisions shall be reduced, at the option of the
Board, by the principal amount of any Subseries 2019C-2 Bonds which, at least 50 days prior to
the mandatory redemption date (1) shall have been defeased or acquired by the Board and
delivered to the Paying Agent/Registrar for cancellation, (2) shall have been purchased and
canceled by the Paying Agent/Registrar at the request of the Board with money in the Bond
Fund, or (3) shall have been redeemed pursuant to the optional redemption provisions set forth
above and not theretofor credited against a mandatory redemption requirement.

Section 5.05. Partial Redemption. (a) Subseries 2019C-2 Bonds redeemed in part
shall be selected for redemption as described in the FORM OF BOND.

(b) A portion of a single Bond of a denomination greater than an Authorized
Denomination may be redeemed but only in a principal amount equal to a minimum Authorized
Denomination or any integral multiple thereof. The Paying Agent/Registrar shall treat each
minimum Authorized Denomination of such Bond as though it were a single Bond for purposes
of selection for redemption.

(c) Upon surrender of any Bond for redemption in part, the Paying Agent/Registrar
shall authenticate and deliver an exchange Bond or Subseries 2019C-2 Bonds in an aggregate
principal amount equal to the unredeemed portion of the Bond so surrendered.

Section 5.06. Notice of Redemption.

(a) The Paying Agent/Registrar shall record in the Registration Books all such
redemptions of principal of the Series 2019C Bonds or any portion thereof. Notice of any
redemption of the Series 2019C Bonds shall be given to the registered owners thereof by the
Paying Agent/Registrar in the manner provided in the FORM OF BOND.

(b) In addition to the manner of providing notice of redemption of the Series 2019C
Bonds as set forth in the FORM OF BOND, the Paying Agent/Registrar shall give notice of
redemption of the Series 2019C Bonds by United States mail, first-class postage prepaid, at
least thirty (30) days prior to a redemption date to each registered securities depository and to
the MSRB. In addition, in the event of a redemption caused by an advance refunding of the
Series 2019C Bonds, the Paying Agent/Registrar shall send a second notice of redemption to
the Persons specified in the immediately preceding sentence at least thirty (30) days but not
more than ninety (90) days prior to the actual redemption date. Any notice sent to the
registered securities depositories or the MSRB shall be sent so that they are received at least
two (2) days prior to the general mailing, publication or electronic posting date of such notice.
The Paying Agent/Registrar shall also send a notice of redemption to the registered owner of
any Series 2019C Bonds who has not sent the Series 2019C Bonds in for redemption sixty (60)
days after the redemption date. The failure to send, mail or receive any such notice described
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in this clause (i), or any defect therein or in the sending or mailing thereof, shall not affect the
validity or effectiveness of the proceedings for the redemption of any Series 2019C Bond.

(c) The Board reserves the right to give notice of its election to optionally redeem
Series 2019C Bonds conditioned upon the occurrence of subsequent events. Such notice may
state (i) that the redemption is conditioned upon the deposit of monies and/or Defeasance
Securities, in an amount equal to the amount necessary to effect the redemption, with the
Paying Agent/Registrar, or such other entity as may be authorized by law, no later than the
redemption date or (ii) that the Board retains the right to rescind such notice at any time prior to
the scheduled redemption date if the Board delivers a certificate or other direction to the
Paying/Agent Registrar instructing the Paying Agent/Registrar to rescind the redemption notice,
and such notice of redemption shall be of no effect if such monies and/or Defeasance Securities
are not so deposited or if the notice is rescinded. The Paying Agent/Registrar shall give prompt
notice of any such rescission to the affected Owners. Any Series 2019C Bonds subject to
conditional redemption where redemption has been rescinded shall not constitute an event of
default and shall remain outstanding.

(d) Each redemption notice, whether required in the FORM OF BOND or otherwise
by this Resolution, shall contain a description of the Series 2019C Bonds to be redeemed,
including the complete name of the Series 2019C Bonds, the series, the date of issue, the
interest rate, the maturity date, the CUSIP number, if any, the amounts called of each
Series 2019C Bond, the publication and mailing date for the notice, the date of redemption, the
redemption price, the name of the Paying Agent/Registrar and the address at which the
Series 2019C Bond may be redeemed including a contact person and telephone number.

(e) All redemption payments made by the Paying Agent/Registrar to the registered
owners of the Series 2019C Bonds shall include a CUSIP number relating to each amount paid
to such registered owner.

(f) Should notice to call Series 2019C Bonds for redemption at the option of the
Board be given in the manner provided above, but the Board shall not be able to provide the
Paying Agent/Registrar with amounts sufficient to effect on the date fixed for redemption the
payment of the entire redemption price of the Series 2019C Bonds so called for redemption, no
Series 2019C Bond shall be redeemed on the date fixed for redemption, and the notice of
redemption for such Series 2019C Bonds shall be null and void. Such occurrence shall not
result in default of the Board’s payment obligations on the Series 2019C Bonds as provided
herein or in the Series 2019C Bonds.

Section 5.07. Payment Upon Redemption. (a) By each redemption date, the Board
shall deposit with the Paying Agent/Registrar money sufficient to pay all amounts due on the
redemption date.

(b) Upon presentation and surrender of any Bond called for redemption at the
designated office of the Paying Agent/Registrar on or after the date fixed for redemption, the
Paying Agent/Registrar shall pay the principal of and accrued interest on such Bond to the date
of redemption from the money provided for that purpose.

Section 5.08. Effect of Redemption. (a) Notice of redemption having been given, and
due provision having been made for payment, the Subseries 2019C-2 Bonds or portions thereof
called for redemption shall become due and payable on the date fixed for redemption;
thereafter, such Subseries 2019C-2 Bonds or portions thereof shall cease to bear interest from
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the date fixed for redemption, whether or not such Subseries 2019C-2 Bonds are presented and
surrendered for payment on such date.

(b) If the Board shall fail to make provision for the payment of all sums due on a
redemption date, then any Bond or portion thereof called for redemption shall continue to bear
interest until due provision is made for the payment of same by the Board.

ARTICLE VI

FORM OF BONDS AND CERTIFICATES

Section 6.01. Form of Bond and Certificates. The form of all Series 2019C Bonds,
including the form of the Authentication Certificate and the form of Assignment to be printed on
each of the Series 2019C Bonds, and the form of registration certificate of the Comptroller that
shall accompany the Initial Bonds, shall be substantially in the form as set forth in the FORM OF
BOND, with such appropriate variations, omissions or insertions as are permitted or required by
this Resolution or the applicable Approval Certificate. The Series 2019C Bonds may have such
letters, numbers or other identifying marks of identification (including identifying numbers and
letters of the Committee on Uniform Securities Identification Procedures of the American
Bankers Association) and such legends and endorsements thereon as may, consistent
herewith, be approved by the Chairman of the Board or the Authorized Representative.

Section 6.02. Opinion of Bond Counsel. A copy of the approving opinion of Norton
Rose Fulbright US LLP, bond counsel to the Board in connection with the issuance of the Series
2019C Bonds, in the form in which it is to be delivered upon payment for the Series 2019C
Bonds, either will be printed on the reverse side of or otherwise attached to the Series 2019C
Bonds or will be delivered to DTC if the Series 2019C Bonds are held in book-entry only form;
and the use of the lithographed or printed facsimile signature of the Executive Administrator to
certify to the correctness of such copy is hereby authorized.

Section 6.03. Printing of Statement of Insurance. The Board hereby authorizes the
printer of the Series 2019C Bonds to print thereon any statement of insurance with respect to
the Series 2019C Bonds furnished by any municipal bond insurance company insuring the
Series 2019C Bonds.

ARTICLE VII

SECURITY AND PAYMENT OF BONDS;
ESTABLISHMENT AND FLOW OF FUNDS

Section 7.01. General Obligations. The Financial Assistance Bonds, including the
Previously Issued Financial Assistance Bonds and the Series 2019C Bonds, constitute general
obligations of the State pursuant to Section 49-d-8, and for the faithful performance in proper
time and manner of each official or other act required and necessary to provide for the prompt
payment of principal of and premium, if any, and interest on each of the Financial Assistance
Bonds when due, the full faith and credit of the State and, in the manner herein provided, the
resources of the Board are hereby pledged.

Section 7.02. Confirmation of Texas Water Development Fund Il. It is found,
determined and confirmed that Development Fund |l has been established in the State
Treasury. Pursuant to the Act, Development Fund Il shall contain the State Participation
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Account, the Economically Distressed Areas Program Account and the Financial Assistance
Account. In addition, Development Fund Il may contain such additional accounts as the Board
determines are necessary and convenient for the administration of Development Fund IlI.

Section 7.03. Confirmation of Constitutional and Statutory Funds.

(a) Section 49-d-8 and Legislative Powers. All Bond proceeds (other than proceeds
to be used to refund outstanding bonds or other obligations) shall be deposited in the State
Treasury to the credit of the Financial Assistance Account. Section 49-d-8 provides that
accounts within Development Fund Il shall consist of certain identified items, and Subsection (g)
of Section 49-d-8 further states that:

“[Section 49-d-8] being intended only to establish a basic framework and not to
be a comprehensive treatment of the Texas Water Development Fund I, there is
hereby reposed in the legislature full power to implement and effectuate the
design and objects of [Section 49-d-8], including the power to delegate such
duties, responsibilities, functions, and authority to the Texas Water Development
Board as it believes necessary.”

(b) Financial Assistance Account. Consistent with the Act and Section 49-d-8, the
“Texas Water Development Fund Il Water Financial Assistance Account (the “Financial
Assistance Account”) shall receive such moneys as described below, and the moneys therein
shall be used as described below:

(i) Money and Assets Attributable to Bonds designated by the Board as
issued for Water Assistance Projects;

(i) payments received under a Bond Enhancement Agreement with respect
to Financial Assistance Bonds designated by the Board as issued for Water Assistance
Projects;

(iii) investment income earned on money on deposit in the Financial
Assistance Account; and

(iv) any other funds, regardless of their source, that the Board directs be
deposited to the credit of the Financial Assistance Account.

Except for those moneys that the Board determines are unavailable for such purpose, moneys
on deposit in the Financial Assistance Account shall be used to pay principal and interest on the
Financial Assistance Bonds. The Board may use moneys on deposit in the Financial
Assistance Account for Water Assistance Projects in any manner that the Board determines
necessary for the administration of the Financial Assistance Account, consistent with the
provisions of Section 49-d-8 and the laws of the State, including specifically the Act, and this
Resolution. Moneys on deposit in the Financial Assistance Account may also be used for
payment of the expenses of the Board incurred in connection with the issuance of the Financial
Assistance Bonds and the administration of Development Fund II.

(c) Bond Payment Account. The Board has established in the State Treasury the
“Texas Water Development Fund Il Water Financial Assistance Bond Payment Account (the
‘Bond Payment Account”), as a special account into which shall be deposited in the manner,
within the time limits, and from sources as prescribed in Sections 7.04 and 7.05, amounts
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sufficient to pay when due the principal of and premium, if any, and interest payable on the
Financial Assistance Bonds, including, to the extent determined by the Board, amounts
sufficient to make payments by the Board under one or more Bond Enhancement Agreements
with respect to principal or interest on such Financial Assistance Bonds.

Section 7.04. Flow of Funds For Debt Service.

(a) Transfers for Payments of Bonds. While and so long as any Financial
Assistance Bond is outstanding, on or before the date interest or interest and principal on the
Bonds is scheduled to become due and payable, the Board shall cause to be transferred, from
the moneys available for such purpose in the Financial Assistance Account, to the Bond
Payment Account an amount which shall be sufficient to pay the principal of and premium, if
any, and interest on the Financial Assistance Bonds, including, to the extent determined by the
Board, an amount which shall be sufficient to make payments by the Board under one or more
Bond Enhancement Agreements with respect to principal or interest on such Financial
Assistance Bonds, when such interest or principal and interest, and premium, if any, or such
payments, if any, become due and payable, with allowance being made for moneys currently on
deposit in the Bond Payment Account and available to make such payments.

(b) Notice to Comptroller of Insufficient Funds. If the Executive Administrator or the
designee thereof determines within fifteen (15) days of an interest or principal payment date that
the money available in the Financial Assistance Account for transfer to the Bond Payment
Account, as described in subsection (a) of this Section 7.04, is not sufficient to pay the principal
of, premium, if any, and interest on the Financial Assistance Bonds which then are outstanding
and are scheduled to be due and payable on such interest or principal payment date, including,
to the extent determined by the Board, an amount which shall be sufficient to make payments
by the Board under one or more Bond Enhancement Agreements with respect to principal or
interest on such Financial Assistance Bonds, it is hereby made the duty of the Executive
Administrator or the designee thereof to request the Comptroller to deposit in the Bond Payment
Account out of the first moneys coming into the State Treasury, not later than three (3) days
prior to such interest or principal payment date, or as soon thereafter as sufficient money shall
have been received in the State Treasury, an amount sufficient so that the total amount in the
Bond Payment Account will be sufficient to pay the principal, premium, if any, and interest to
mature and come due on such interest or principal payment date, or to make any payments by
the Board, to the extent determined by the Board, under any Bond Enhancement Agreement
with respect to principal or interest on such Financial Assistance Bonds, and to pay all collection
and exchange charges in connection therewith.

(c) Use of Remaining Moneys. After making the transfers for the benefit of the Bond
Payment Account as provided above in this Section, other available moneys remaining in the
Financial Assistance Account may, at the direction of the Board, be used for all of the purposes
for which the Board may expend moneys in the Financial Assistance Account under Section 49-
d-8.

(d) Bond Enhancement Agreement. Payments to be made by the Board under the
terms of a Bond Enhancement Agreement shall be governed by the resolution adopted by the
Board authorizing the execution and delivery of such Bond Enhancement Agreement.

(e) Transfers Upon Board Resolution. Anything contained in this Section to the
contrary notwithstanding, money in the Financial Assistance Account representing proceeds
from a series of Financial Assistance Bonds, prepayments of financial assistance provided from
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the Financial Assistance Account, or proceeds from the sale or other disposition of the Board’s
rights to receive repayment of such financial assistance shall not be available for transfer to the
Bond Payment Account unless by resolution the Board specifically authorizes the transfer of any
such proceeds or prepayments so identified in said resolution to the Bond Payment Account.
Proceeds from the Series 2019C Bonds shall be deposited to the Bond Payment Account to the
extent specified in the Applicable Approval Certificate.

Section 7.05. Constitutional Provisions for Debt Payment. The Board recognizes
the absolute and ultimate obligation of the State to provide during each Fiscal Year all money
necessary for the payment of the principal of and premium, if any, and interest on the Financial
Assistance Bonds, including payments by the Board under one or more Bond Enhancement
Agreements with respect to principal or interest on such Financial Assistance Bonds, when such
interest or principal and interest become due, out of the first moneys coming into the State
Treasury, in such Fiscal Year, not otherwise appropriated by the State Constitution, as set forth
in Subsection (e) of Section 49-d-8, as follows:

. If there is not enough money in any account available to pay the principal of
and interest on the general obligation bonds issued for such account, including
money to make payments by the Texas Water Development Board under a bond
enhancement agreement as authorized by law with respect to principal of or
interest on such bonds, there is appropriated out of the first money coming into
the state treasury in each fiscal year not otherwise appropriated by this
constitution an amount that is sufficient to pay the principal of and interest on
such general obligation bonds that mature or become due during that fiscal year
or to make bond enhancement payments with respect to those bonds.”

Section 7.06. Deposit and Transfer of Funds - Duties of Comptroller. The Comptroller
is hereby authorized and directed to make the deposits and transfers required under all
provisions of the resolutions authorizing the Financial Assistance Bonds, including this
Resolution. The Comptroller is hereby authorized and directed to do all things necessary or
convenient to make current funds available at the place of payment for the Financial Assistance
Bonds (including the Designated Payment/Transfer Office of the Paying Agent/Registrar for the
Series 2019C Bonds) to pay principal of and interest on all Financial Assistance Bonds as they
mature and come due and to provide such current funds as are required for the redemption
thereof prior to maturity, or to make any payments under one or more Bond Enhancement
Agreements with respect to principal or interest on such Financial Assistance Bonds, all in
accordance with their respective authorizing resolutions. It is made the duty of the Comptroller
to make such deposits and transfers as are required in instances wherein the Board exercises
its option to call Financial Assistance Bonds for payment prior to maturity. Remittances to the
place of payment for the Financial Assistance Bonds (including the Designated
Payment/Transfer Office of the Paying Agent/Registrar for the Series 2019C Bonds) of money
for payment of principal and interest or for redemption of Financial Assistance Bonds must be
made in accordance with the provisions hereof.

Section 7.07. Payment of Bonds. The Board hereby covenants that it shall establish
procedures with the Comptroller whereby sufficient moneys shall be withdrawn from the Bond
Payment Account and forwarded to the place of payment for the Financial Assistance Bonds
(including the Paying Agent/Registrar for the Series 2019C Bonds) for the payment of interest
on and principal of the Financial Assistance Bonds, and any premium thereon, becoming due on
each interest or principal payment date. The Board further covenants that it shall establish
procedures with the Comptroller whereby sufficient moneys shall be withdrawn from the Bond
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Payment Account and forwarded to the place of payment for the payments, if any, to be made
under one or more Bond Enhancement Agreements with respect to the principal or interest on
such Financial Assistance Bonds. In addition, the Board covenants that such moneys shall be
forwarded to the place of payment for the Financial Assistance Bonds (including the Designated
Payment/Transfer Office of the Paying Agent/Registrar for the Series 2019C Bonds), or the
place of payment for such payments, if any, to be made under any such Bond Enhancement
Agreement, no later than each such interest or principal payment date.

Section 7.08. Cooperation with State Officers. It is the duty of the Board, its officers,
employees and agents (who are hereby so authorized and directed) to cooperate with and aid
the Comptroller in calculating the amounts to be deposited in, or transferred to, the appropriate
accounts and in ascertaining the amounts to be remitted to the place of payment for the
Financial Assistance Bonds (including the Designated Payment/Transfer Office of the Paying
Agent/Registrar for the Series 2019C Bonds), or the place of payment for such payments, if any,
to be made under any such Bond Enhancement Agreement.

Section 7.09. Investment of Funds. All money in Development Fund Il and the
accounts created therein that is not immediately committed to the purposes thereof or the
payment of the Financial Assistance Bonds issued for any such account may be invested by the
Board in Eligible Investments, and the Board may sell any Eligible Investment at the governing
market rate.

ARTICLE VI

REMARKETING AGENT:; TENDER AGENT

Section 8.01. Appointment of Remarketing Agent Upon Conversion. Upon initial
delivery of the Subseries 2019C-2 Bonds, the Board will not appoint a Remarketing Agent for
such bonds. Prior to any conversion of Subseries 2019C-2 Bonds pursuant to Section 3.02(c)
hereof, the Board shall appoint a Remarketing Agent and enter into a Remarketing Agreement
with respect to such Subseries 2019C-2 Bonds and such conversion.

Section 8.02. Appointment of Initial Tender Agent. The Board hereby appoints the
Paying Agent/Registrar as initial Tender Agent for the Subseries 2019C-2 Bonds. The
Authorized Representative is hereby authorized and directed to execute and deliver the Tender
Agent Agreement, in substantially the form attached hereto as Exhibit D, for and on behalf of
the Board, and such Tender Agent Agreement, as executed by an Authorized Representative
shall be deemed to be the Tender Agent Agreement herein approved and authorized to be
executed and delivered for and on behalf of the Board. The Tender Agent shall signify its
acceptance of the duties and obligations imposed on it hereunder by its execution of the Tender
Agent Agreement.

Each Tender Agent shall be a commercial bank or trust company organized under the
laws of the United States or any state, or other entity duly qualified and legally authorized to
serve as and perform the duties and services of tender agent for the Subseries 2019C-2 Bonds.

Section 8.03. Maintaining Tender Agent and Remarketing Agent. (a) The Board
shall maintain a Tender Agent as long as the Subseries 2019C-2 Bonds are outstanding but the
Board shall not maintain a Remarketing Agent for the Subseries 2019C-2 Bonds during the
Initial Rate Period. In the order adopted by the Board pursuant to Section 3.02(c) hereof in
connection with any conversion of the Subseries 2019C-2 Bonds, the Board shall identify a
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Remarketing Agent with respect to such conversion, specify the terms of any such remarketing
and authorize the execution of a Remarketing Agreement evidencing the Remarketing Agent’s
agreement to serve in such capacity. No resignation or removal of the Remarketing Agent (if
required to be maintained) or Tender Agent shall become effective until a successor has been
appointed and accepted such appointment. Any successor Tender Agent shall have capital of
not less than $50,000,000.

(b) Promptly upon each change in the entity serving as Remarketing Agent or
Tender Agent, the Board will cause notice of such change to be sent to each Owner by first—
class mail.

ARTICLE IX

COVENANTS AND REMEDIES

Section 9.01. Special Covenant. The Board covenants that it will faithfully and
promptly deposit into the Financial Assistance Account all money received from the sale of
obligations acquired from Political Subdivisions with moneys from the Financial Assistance
Account.

Section 9.02. Covenants to Maintain Tax-Exempt Status.

(a) Definitions. When used in this Section, the following terms have the following
meanings:

“Closing Date” means the date on which the Common Issue Bonds are first
authenticated and delivered to the initial purchasers against payment therefor.

“Code” means the Internal Revenue Code of 1986, as amended by all legislation,
if any, effective on or before the Closing Date.

“Computation Date” has the meaning set forth in Section 1.148-1(b) of the
Regulations.

“Gross Proceeds” means any proceeds as defined in Section 1.148-1(b) of the
Regulations, and any replacement proceeds as defined in Section 1.148-1(c) of the
Regulations, of the Common Issue Bonds.

‘Investment’ has the meaning set forth in Section 1.148-1(b) of the Regulations.

“‘Nonpurpose Investment” means any investment property, as defined in
section 148(b) of the Code, in which Gross Proceeds of the Common Issue Bonds are
invested and which is not acquired to carry out the governmental purposes of the
Common Issue Bonds.

‘Rebate Amount” has the meaning set forth in Section 1.148-1(b) of the
Regulations.

“‘Regulations” means any proposed, temporary, or final Income Tax Regulations

issued pursuant to Sections 103 and 141 through 150 of the Code, and 103 of the
Internal Revenue Code of 1954, which are applicable to the Common Issue Bonds. Any
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reference to any specific Regulation shall also mean, as appropriate, any proposed,
temporary or final Income Tax Regulation designed to supplement, amend or replace the
specific Regulation referenced.

“Series 2019 Tax-Exempt Refunded Bonds” means the bonds refunded by the
Common Issue Bonds.

“Yield” of

(i) any Investment has the meaning set forth in Section 1.148-5 of the
Regulations; and

(i) the Common Issue Bonds has the meaning set forth in Section 1.148-
4 of the Regulations.

(b) Not to Cause Interest to Become Taxable. The Board shall not use, permit the
use of, or omit to use Gross Proceeds or any other amounts (or any property the acquisition,
construction or improvement of which is to be financed directly or indirectly with Gross
Proceeds) in a manner which if made or omitted, respectively, would cause the interest on any
Common Issue Bond to become includable in the gross income, as defined in section 61 of the
Code, of the owner thereof for federal income tax purposes. Without limiting the generality of
the foregoing, unless and until the Board receives a written opinion of counsel nationally
recognized in the field of municipal bond law to the effect that failure to comply with such
covenant will not adversely affect the exemption from federal income tax of the interest on any
Common Issue Bond, the Board shall comply with each of the specific covenants in this Section.

(c) No Private Use or Private Payments. Except as permitted by section 141 of the
Code and the Regulations and rulings thereunder, the Board shall at all times prior to the last
stated maturity of the Common Issue Bonds:

(1) take any action necessary to assure that state or local governments
exclusively own, operate and possess all property the acquisition, construction or
improvement of which is to be financed or refinanced directly or indirectly with Gross
Proceeds of the Common Issue Bonds (including property financed or refinanced with
Gross Proceeds of the Series 2019 Tax-Exempt Refunded Bonds), and not use or
permit the use of such Gross Proceeds (including all contractual arrangements with
terms different than those applicable to the general public) or any property acquired,
constructed or improved with such Gross Proceeds in any activity carried on by any
person or entity (including the United States or any agency, department and
instrumentality thereof) other than a state or local government, unless such use is solely
as a member of the general public; and

(2) take any action necessary to assure that state or local governments do
not directly or indirectly impose or accept any charge or other payment by any person or
entity who is treated as using Gross Proceeds of the Common Issue Bonds or any
property the acquisition, construction or improvement of which is to be financed or
refinanced directly or indirectly with such Gross Proceeds (including property financed or
refinanced with Gross Proceeds of the Series 2019 Tax-Exempt Refunded Bonds), other
than taxes of general application within the Board or interest earned on investments
acquired with such Gross Proceeds pending application for their intended purposes.
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(d) No Private Loan. Except to the extent permitted by section 141 of the Code and
the Regulations and rulings thereunder, the Board shall not use Gross Proceeds of the
Common Issue Bonds and shall take any action necessary to assure that Gross Proceeds of the
Common Issue Bonds are not used to make or finance loans to any person or entity other than
a state or local government. For purposes of the foregoing covenant, such Gross Proceeds are
considered to be “loaned” to a person or entity if: (1) property acquired, constructed or improved
with such Gross Proceeds is sold or leased to such person or entity in a transaction which
creates a debt for federal income tax purposes; (2) capacity in or service from such property is
committed to such person or entity under a take-or-pay, output or similar contract or
arrangement; or (3) indirect benefits, or burdens and benefits of ownership, of such Gross
Proceeds or any property acquired, constructed or improved with such Gross Proceeds are
otherwise transferred in a transaction which is the economic equivalent of a loan.

(e) Allocation of, and Limitation on, Expenditures for Loans to Political Subdivisions.
The Board shall account for the expenditure of the proceeds from the sale of the Common Issue
Bonds and any investment earnings thereon to be used for the purposes described in Section
2.01 on its books and records in accordance with the requirements of the Code. The Board
agrees to obtain the advice of nationally-recognized bond counsel if such expenditure fails to
comply with the foregoing to assure that such expenditure will not adversely affect the tax-
exempt status of the Common Issue Bonds.

) Disposition of Loans to Political Subdivisions. Loans to Political Subdivisions will
not be sold or otherwise disposed in a transaction resulting in the receipt by the Board of cash
or other compensation, unless the Board obtains an opinion of nationally- recognized bond
counsel that such sale or other disposition will not adversely affect the tax-exempt status of the
Common Issue Bonds, the proceeds of which were used to make or refinance the making of
such loans. The Board shall assure that Political Subdivisions, or any related persons thereto,
will be prohibited from purchasing the Common Issue Bonds or a portion thereof in an amount
related to the amount of the loan to be acquired by the Board from any such Political
Subdivision.

(9) Not to Invest at Higher Yield. Except to the extent permitted by section 148 of
the Code and the Regulations and rulings thereunder, the Board shall not at any time prior to
the final stated maturity of the Common Issue Bonds directly or indirectly invest Gross Proceeds
in any Investment, if as a result of such investment the Yield of any Investment acquired with
Gross Proceeds, whether then held or previously disposed of, exceeds the Yield of the
Common Issue Bonds.

(h) Not Federally Guaranteed. Except to the extent permitted by section 149(b) of
the Code and the Regulations and rulings thereunder, the Board shall not take or omit to take
any action which would cause the Common Issue Bonds to be federally guaranteed within the
meaning of section 149(b) of the Code and the Regulations and rulings thereunder.

(i) Information Report. The Board shall timely file the information required by
section 149(e) of the Code with the Secretary of the Treasury on Form 8038-G or such other
form and in such place as the Secretary may prescribe.

()] Rebate of Arbitrage Profits. Except to the extent otherwise provided in section
148(f) of the Code and the Regulations and rulings thereunder:
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(1) The Board shall account for all Gross Proceeds (including all receipts,
expenditures and investments thereof) on its books of account separately and apart from
all other funds (and receipts, expenditures and investments thereof) and shall retain all
records of accounting for at least six years after the day on which the last outstanding
Common Issue Bond is discharged. However, to the extent permitted by law, the Board
may commingle Gross Proceeds of the Common Issue Bonds with other money of the
Board, provided that the Board separately accounts for each receipt and expenditure of
Gross Proceeds and the obligations acquired therewith.

(2) Not less frequently than each Computation Date, the Board shall calculate
the Rebate Amount in accordance with rules set forth in section 148(f) of the Code and
the Regulations and rulings thereunder. The Board shall maintain such calculations with
its official transcript of proceedings relating to the issuance of the Common Issue Bonds
until six years after the final Computation Date.

(3) As additional consideration for the purchase of the Common Issue Bonds by
the purchasers thereof and the loan of the money represented thereby and in order to
induce such purchase by measures designed to insure the excludability of the interest
thereon from the gross income of the owners thereof for federal income tax purposes,
the Board shall pay to 