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L PLAN DESCRIPTION AND DEFINED TERMS

A. INTRODUCTION

On November 9, 2021, the City Council of the City of Celina, Texas passed and approved Resolution
No. 2021-104R approving and authorizing the creation of the Mosaic Public Improvement District
(the “PID”) to finance the costs of certain public improvements for the benefit of property in such
public improvement district, all of which was located within the extraterritorial jurisdiction of the
City at the time the PID was created.

The property in the PID is proposed to be developed in multiple phases, and the PID will finance
public improvements as the property is developed. Assessments will be imposed on the property
that receives a special benefit from the Authorized Improvements for the public improvements to
be constructed.

Chapter 372 of the Texas Local Government Code, the “Public Improvement District Assessment
Act” (as amended, the “PID Act”), governs the creation and operation of public improvement
districts within the State of Texas. The Mosaic Public Improvement District Service and Assessment
Plan (the “Service and Assessment Plan”) has been prepared in accordance with the PID Act and
specifically Sections 372.013, 372.014, 372.015 and 372.016, which address the requirements of a
service and assessment plan and the assessment roll. According to Section 372.013 of the PID Act,
a service plan “must (i) cover a period of at least five years; (i1) define the annual indebtedness and
the projected costs for improvements; and (iii) include a copy of the notice form required by Section
5.014, Property Code.” The service plan is described in Section IV of this Service and Assessment
Plan. The copy of the notice form required by Section 5.014 of the Texas Property Code, as
amended, is attached hereto as Appendix E.

Section 372.014 of the PID Act requires that “an assessment plan must be included in the annual
service plan.” The assessment plan is described in Section V of this Service and Assessment Plan.

Section 372.015 of the PID Act requires that “the governing body of the municipality or county
shall apportion the cost of an improvement to be assessed against property in an improvement
district.” The method of assessing the costs of the Authorized Improvements and apportionment of
such costs to the property in the PID is included in Section V of this Service and Assessment Plan.

Section 372.016 of the PID Act requires that “after the total cost of an improvement is determined,
the governing body of the municipality or county shall prepare a proposed assessment roll. The roll
must state the assessment against each parcel of land in the district, as determined by the method of
assessment chosen by the municipality or county under this subchapter.” The Assessment Roll for
the portion of the PID in Phase #1 is currently included as Appendix G of this Service and
Assessment Plan and additional Assessment Rolls may be added to this Service and Assessment
Plan in the future. The Assessments as shown on each Assessment Roll are based on the method of
assessment and apportionment of costs described in Section V of this Service and Assessment Plan.
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B. DEFINITIONS
Capitalized terms used herein shall have the meanings ascribed to them as follows:

“Actual Cost(s)” means, with respect to an Authorized Improvement, the demonstrated,
reasonable, allocable, and allowable costs of constructing such Authorized Improvement, as
specified in a Certificate for Payment in a form that has been reviewed and approved by the City.
Actual Cost may include (a) the costs for the design, planning, financing, administration,
management, acquisition, installation, construction and/or implementation of such Authorized
Improvement, including general contractor construction management fees, if any, (b) the costs of
preparing the construction plans for such Authorized Improvement, (c) the fees paid for obtaining
permits, licenses or other governmental approvals for such Authorized Improvement, (d) the costs
for external professional costs associated with such Authorized Improvement, such as engineering,
geotechnical, surveying, land planning, architectural landscapers, advertising, marketing and
research studies, appraisals, legal, accounting and similar professional services, taxes (e) the costs
of all labor, bonds and materials, including equipment and fixtures, incurred by contractors, builders
and material men in connection with the acquisition, construction or implementation of the
Authorized Improvements, (f) all related permitting, zoning and public approval expenses,
architectural, engineering, legal, and consulting fees, financing charges, taxes, governmental fees
and charges (including inspection fees, City permit fees, development fees), insurance premiums,
and miscellaneous expenses.

Actual Costs include general contractor’s fees in an amount up to a percentage equal to the
percentage of work completed and accepted by the City or construction management fees in an
amount up to five percent of the eligible Actual Costs described in a Certificate for Payment in a
form that has been reviewed and approved by the City. The amounts expended on legal costs, taxes,
governmental fees, insurance premiums, permits, financing costs, and appraisals shall be excluded
from the base upon which the general contractor and construction management fees are calculated.

“Additional Interest” means the 0.50% additional interest rate charged on Assessments (if
applicable) pursuant to Section 372.018 of the PID Act.

“Additional Interest Component” means the amount collected by application of the Additional
Interest.

“Additional Interest Reserve” has the meaning set forth in Section V.G of this Service and
Assessment Plan.

“Additional Major Improvements” mean the Authorized Improvements described in Section
II1.C that provide a special benefit to all of the property within the PID and that are constructed after
the Initial Major Improvements. The Developer will be responsible for paying the Actual Costs of
any Additional Major Improvements for which Assessments are not levied. Although subject to
change, current plans anticipate that the Additional Major Improvements will be constructed within
five years and in conjunction with the development of Phases #2 through Phase #3B.
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“Administrative Expenses” mean the administrative, organization, maintenance and operation
costs associated with, or incident to, the administration, organization, maintenance and operation of
the PID, including, but not limited to, the costs of: (i) creating and organizing the PID, including
conducting hearings, preparing notices and petitions, and all costs incident thereto, including
engineering fees, legal fees and consultant fees, (ii) the annual administrative, organization,
maintenance, and operation costs and expenses associated with, or incident and allocable to, the
administration, organization, and operation of the PID, (iii) computing, levying, billing and
collecting Assessments or the Annual Installments thereof, (iv) maintaining the record of
installments of the Assessments and the system of registration and transfer of the Bonds, (v) paying
and redeeming the Bonds, (vi) investing or depositing of monies, (vii) complying with the PID Act
and other laws applicable to the Bonds, (viii) the Trustee fees and expenses relating to the Bonds,
including reasonable fees, (ix) legal counsel, engineers, accountants, financial advisors, investment
bankers or other consultants and advisors, and (x) administering the construction of the Authorized
Improvements. Administrative Expenses do not include payment of the actual principal of,
redemption premium, if any, and interest on the Bonds. Administrative Expenses collected and not
expended for actual Administrative Expenses in one year shall be carried forward and applied to
reduce Administrative Expenses in subsequent years to avoid the over-collection of amounts to pay
Administrative Expenses.

“Administrator” means the employee or designee of the City, identified in any indenture of trust
relating to the Bonds or in any other agreement approved by the City Council, who shall have the
responsibilities provided for herein.

“Annual Installment” means, with respect to each Parcel, each annual payment of: (i) the
Assessments including both principal and interest, as shown on the Assessment Roll attached hereto
as Appendix G, or in an Annual Service Plan Update, and calculated as provided in Section VI of
this Service and Assessment Plan, (ii) the Additional Interest Component designated for the
Additional Interest Reserve described in Section V of this Service and Assessment Plan, if
applicable, and (iii) the Administrative Expenses.

“Annual Service Plan Update” has the meaning set forth in the second paragraph of Section IV
of this Service and Assessment Plan.

“Assessed Property” means the property that benefits from the Authorized Improvements to be
provided by the PID on which Assessments have been imposed as shown in each Assessment Roll,
as each Assessment Roll is updated each year by the Annual Service Plan Update. Assessed Property
includes all Parcels within the PID other than Non-Benefited Property.

“Assessment” means an assessment levied against a Parcel imposed pursuant to an Assessment
Ordinance and the provisions herein, as shown on any Assessment Roll, subject to reallocation upon
the subdivision of such Parcel or reduction according to the provisions herein and the PID Act. An
Assessment for a Parcel consists of the Annual Installments to be collected in all years including
the portion of those Annual Installments collected to pay Administrative Expenses and interest on
all Assessments.
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“Assessment Ordinance” means each Assessment Ordinance adopted by the City Council
approving the Service and Assessment Plan (including amendments or supplements to the Service
and Assessment Plan) and levying the Assessments against the respective Assessed Property.

“Assessment Revenues” mean the revenues actually received by or on behalf of the City from the
collection of Assessments.

“Assessment Roll” means, as applicable, the Phase #1 Assessment Roll, or any other Assessment
Roll in an amendment or supplement to this Service and Assessment Plan or in an Annual Service
Plan Update, as each may be updated, modified, or amended from time to time in accordance with
the procedures set forth in this Service and Assessment Plan and in the PID Act.

“Authorized Improvements” mean those public improvements described in Section III of this
Service and Assessment Plan and authorized under Section 372.003 of the PID Act, constructed and
installed in accordance with this Service and Assessment Plan, and any future updates and/or
amendments.

“Bonds” mean any bonds issued by the City in one or more series and secured in whole or in part
by the Assessment Revenues.

“Budgeted Cost(s)” means the amounts budgeted to construct the Authorized Improvements as
used in the preparation of this Service and Assessment Plan.

“Certificate for Payment” means the certificate to be provided by the Developer, or his designee,
to substantiate the Actual Cost of one or more Authorized Improvements, substantially in the form
attached as Exhibit A to the Reimbursement Agreement with such changes as may be required by
the City.

“City” means the City of Celina, Texas.

“City Council” means the duly elected governing body of the City.

“County” means Denton County, Texas.

“Delinquent Collection Costs” mean interest, penalties and expenses incurred or imposed with
respect to any delinquent installment of an Assessment in accordance with the PID Act and the costs
related to pursuing collection of a delinquent Assessment and foreclosing the lien against the
Assessed Property, including attorney’s fees.

“Developer” means Tellus Texas I, LLC, a Texas limited liability company.

“Development Agreement” means that certain Mosaic Development Agreement by and between
the City and James H. Merritt, I11., W. Keith Thornton, Margaret M. Thornton, Susanna Parker, and

Merritt/Thornton Farm Partnership, L.P., effective on June 8, 2021 and recorded in the real property
records of Denton County, Texas as Instrument No. 130140 on July 20, 2021, as assigned to the
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Developer, and related to development of the property within the PID, and as the same may be
amended from time to time.

“Equivalent Units” mean, as to any Parcel the number of dwelling units by lot type expected to be
built on the Parcel multiplied by the factors calculated and shown in Appendix F attached hereto.

“Future Phase(s)” means Phases that are developed after Phase #1, as such areas are generally
depicted and described in Appendix A.

“Future Phase Improvements” mean those Authorized Improvements associated with any Future
Phase(s) that specially benefit only the property within such Future Phase.

“Homeowner Association” means a homeowner’s association or property owners’ association
established for the benefit of property owners within the boundaries of the PID.

“Homeowner Association Property” means property within the boundaries of the PID that is
owned by or irrevocably offered for dedication to, whether in fee simple or through an exclusive
use easement, a Homeowner’s Association.

“Initial Major Improvements” mean the Authorized Improvements described in Section II1.B that
benefit all Assessed Property within the PID and that are constructed concurrently with Phase #1.
The Developer will be responsible for paying the Actual Costs of any Initial Major Improvements
for which Assessments are not levied.

“Lot” means a tract of land described as a “lot” in a subdivision plat recorded in the official public
records of the County.

“Lot Type” means a classification of final building lots with similar characteristics (e.g.
commercial, light industrial, multifamily residential, single family residential, etc.), as determined
by the Administrator and confirmed by the City Council as shown in Appendix F. In the case of
single family residential lots, the Lot Type shall be further defined by classifying the residential lots
by the estimated average home value for each home at the time of assessment levy, considering
factors such as density, lot size, proximity to amenities, view premiums, location, and any other
factors that may impact the average home value on the lot, as determined by the Administrator and
confirmed by the City Council.

“Non-Benefited Property” means Parcels that accrue no special benefit from the Authorized
Improvements, including Homeowner Association Property, Public Property and easements that
create an exclusive use for a public utility provider to the extent they accrue no special benefit.
Property identified as Non-Benefited Property at the time the Assessments (i) are imposed or (i)
are reallocated pursuant to a subdivision of a Parcel, is not assessed. Assessed Property converted
to Non-Benefited Property, if the Assessments may not be reallocated pursuant to the provisions
herein, remains subject to the Assessments and requires the Assessments to be prepaid as provided
for in Section VI.D.
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“Parcel” or “Parcels” means a parcel or parcels within the PID identified by either a tax map
identification number assigned by the Denton Central Appraisal District for real property tax
purposes or by lot and block number in a final subdivision plat recorded in the real property records
of the County.

“Phase” means one or more Parcels within the PID that will be developed in the same general time
period. The Parcels within a Phase will be assessed in connection with the issuance of Phased PID
Bonds or in connection with an obligation for such Phase under the Reimbursement Agreement for
Authorized Improvements (or the portion thereof) designated herein or in an update to this Service
and Assessment Plan that specially benefit the Parcels within the Phase.

“Phase #1” means the initial Phase to be developed and generally shown in Appendix A, as
specifically depicted and described as the sum of all Parcels shown in Appendix G.

“Phase #1 Assessed Property” means all Parcels within Phase #1 other than Non-Benefited
Property and shown in the Phase #1 Assessment Roll against which an Assessment relating to the
Phase #1 Improvements is levied.

“Phase #1 Assessment Revenues” mean the actual revenues received by or on behalf of the City
from the collection of Assessments levied against Phase #1 Assessed Property, or the Annual
Installments thereof, for the Phase #1 Improvements.

“Phase #1 Assessment Roll” means the document included in this Service and Assessment Plan as
Appendix G, as updated, modified or amended from time to time in accordance with the procedures
set forth herein and in the PID Act, including updates prepared in connection with the issuance of
Bonds or in connection with any Annual Service Plan Update.

“Phase #1 Bonds” mean those certain City of Celina, Texas, Special Assessment Revenue Bonds,
Series 2023 (Mosaic Public Improvement District Phase #1 Project) that are secured primarily by
Phase #1 Assessment Revenues. The term Phase #1 Bonds may also include any additional bonds
issued in the future to construct or acquire the Phase #1 Improvements currently being constructed
pursuant to the Reimbursement Agreement and which, if issued, will also be secured by the Phase
#1 Assessment Revenues.

“Phase #1 Improvements” mean the Authorized Improvements which only benefit Phase #1
Assessed Property, which are described in Section I11.D.

“Phase #1 Maximum Assessment Per Unit” means for Phase #1, an Assessment per unit related
to the Phase #1 Improvements for each applicable Lot Type as follows:

Lot Type 1 (70 Ft) $69,172.22
Lot Type 2 (60 Ft) $58,076.92
Lot Type 3 (50 Ft) $54,869.69
Lot Type 4 (40 Ft) $40,567.16

Lot Type 5 (Townhomes)  $32,419.06
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“Phase #1 Projects” mean, collectively, the: (i) pro rata portion of the Initial Major Improvements
allocable to Phase #1, (ii) pro rata portion of the Additional Major Improvements allocable to Phase
#1, and (iii) Phase #1 Improvements.

“Phase #1 Reimbursement Agreement Obligation” means the reimbursement obligation related
to the Actual Costs of the Phase #1 Improvements to be paid from Phase #1 Assessment Revenue
not used to pay debt service on the Phase #1 Bonds under the terms of the Reimbursement
Agreement.

“Phased PID Bonds” mean bonds issued to fund Authorized Improvements (or a portion thereof)
in an Phase. In connection with the Phased PID Bonds, Assessments will be levied only on Parcels
located within the Phase in question.

“PID” has the meaning set forth in Section I.A of this Service and Assessment Plan.

“PID Act” means Texas Local Government Code Chapter 372, Public Improvement District
Assessment Act, Subchapter A, Public Improvement Districts, as amended.

“Prepayment Costs” mean interest and expenses to the date of prepayment, plus any additional
expenses related to the prepayment, reasonably expected to be incurred by or imposed upon the City
as a result of any prepayment of an Assessment.

“Public Property” means property within the boundaries of the PID that is owned by or irrevocably
offered for dedication to the federal government, the State of Texas, the County, the City, a school
district or any other public agency, whether in fee simple or through an exclusive use easement.

“Reimbursement Agreement” means that certain “PID Reimbursement Agreement Mosaic Public
Improvement District”, effective as of April 11, 2023, by and between the City and the Developer
in which the Developer agrees to fund certain Actual Costs of Authorized Improvements and the
City agrees to reimburse the Developer with interest as permitted by the PID Act solely from
Assessment Revenues and/or the net proceeds of Bonds for a portion of such Actual Costs funded
by the Developer for Authorized Improvements constructed and accepted by the City for the benefit
of Assessed Property.

“Service and Assessment Plan” means this Service and Assessment Plan prepared for the PID
pursuant to the PID Act, as the same may be amended from time to time.

“Trustee” means the fiscal agent or trustee as specified in the Trust Indenture, including a substitute
fiscal agent or trustee.

“Trust Indenture” means an indenture of trust, ordinance or similar document setting forth the
terms and other provisions relating to the Bonds, as modified, amended, and/or supplemented from
time to time.
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II. PROPERTY INCLUDED IN THE PID

A. PROPERTY INCLUDED IN THE PID

The PID is presently located within the extraterritorial jurisdiction of the City and contains
approximately 684.752 acres of land. A map of the property within the PID is shown on Appendix
A to this Service and Assessment Plan.

At completion, the PID is expected to consist of approximately 1,470 single family residential units,
210 townhomes, 336 multi-family units, and 56,000 gross square feet of commercial, landscaping,
and infrastructure necessary to provide roadways, drainage, and utilities to the PID.

The property within the PID is proposed to be developed as follows:

Table I1-A
Proposed Development

Proposed Development Quantity Measurement

Residential:

Single-Family - 70 Ft 161 Units

Single-Family - 60 Ft 488 Units

Single-Family - 50 Ft 465 Units

Single-Family - 40 Ft 356 Units

Townhomes 210 Units

Multi-Family 336 Units

Subtotal - Residential 2,016 Units

Non-Residential:

Commercial'” 56 1,000 GSF
Subtotal — Non-Residential 56 1,000 GSF

"Developer is not the landowner of property within the portion of the Future Phase
on which multi-family units and commercial development are anticipated to be
built. Estimated number of multi-family units and commercial square footage has
been provided by landowner of such portion of the Future Phase and is subject to
change.

B. PROPERTY INCLUDED IN PHASE #1
Phase #1 consists of approximately 129.468 acres and is projected to consist of 367 single family
residential units and 68 townhomes. A map of the property within Phase #1 is shown in Appendix

A.

The property within Phase #1 is proposed to be developed as shown on Table II-B:
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Table II-B
Proposed Development — Phase #1

Proposed Development Quantity Measurement
Single-Family - 70 Ft 62 Units
Single-Family - 60 Ft 109 Units
Single-Family - 50 Ft 110 Units
Single-Family - 40 Ft 86 Units
Townhomes 68 Units

Total 435 Units

C. PROPERTY INCLUDED IN THE FUTURE PHASES

The Future Phases consist of approximately 555.284 acres, which includes approximately 12.778
acres for a future school site. The Future Phases are projected to consist of approximately 1,103
single family residential units, 142 townhomes, 336 multi-family units, and 56,000 gross square
feet of commercial. A map of the property within the Future Phases is shown in Appendix A.

The property within the Future Phases is proposed to be developed as follows:

Table 11-C
Proposed Development — Future Phases

Proposed Development Quantity Measurement

Residential:

Single-Family - 70 Ft 99 Units

Single-Family - 60 Ft 379 Units

Single-Family - 50 Ft 355 Units

Single-Family - 40 Ft 270 Units

Townhomes 142 Units

Multi-Family'” 336 Units

Subtotal - Residential 1,581 Units

Non-Residential:

Commercial'” 56 1,000 GSF
Subtotal — Non-Residential 56 1,000 GSF

Developer is not the landowner of property within portion of the Future Phase on
which multi-family units and commercial development are anticipated to be built.
Estimated number of multi-family units and commercial square footage has been
provided by landowner of such portion of the Future Phase and is subject to change.

As Future Phases are developed, additional Assessments may be levied and Phased PID Bonds may
be issued and/or obligations may be created under the Reimbursement Agreement for each new
Phase. In connection with the levy of Assessments against property within a Future Phase and/or
issuance of each new Phased PID Bond, this Service and Assessment Plan will be updated to add
additional details of each new Phase(s) as shown for Phase #1 in Section II.B. A map of the projected
property within each Future Phase is shown in Appendix A. The Future Phase(s) are shown for
illustrative purposes only and are subject to adjustment. The current Parcels within Phase #1 in the
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PID are shown on the Phase #1 Assessment Roll included as Appendix G and additional Assessment
Rolls may be added to this Service and Assessment Plan as the Future Phase(s) are developed.

The estimated number of units at the build-out of the PID is based on the land use approvals for the
property, the anticipated subdivision of property in the PID, and the Developer’s estimate of the
highest and best use of the property within the PID. The estimated number of units for the Future
Phases is preliminary and is subject to change.

(remainder of this page is intentionally left blank)
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III. DESCRIPTION OF THE AUTHORIZED IMPROVEMENTS

A. AUTHORIZED IMPROVEMENT OVERVIEW

372.003. Authorized Improvements

(a) If the governing body of a municipality or county finds that it promotes the interests of the
municipality or county, the governing body may undertake an improvement project that confers a
special benefit on a definable part of the municipality or county or the municipality’s extraterritorial
jurisdiction. A project may be undertaken in the municipality or county or the municipality’s
extraterritorial jurisdiction.

(b) A public improvement may include:
(1) landscaping;

(1) erection of fountains, distinctive lighting, and signs;

(ii) acquiring, constructing, improving, widening, narrowing, closing, or rerouting of
sidewalks or of streets, any other roadways, or their rights-of ways;

(iv) construction or improvement of pedestrian malls;

(v) acquisition and installation of pieces of art;

(vi) acquisition, construction, or improvement of libraries;

(vii) acquisition, construction, or improvement of off-street parking facilities;

(viii) acquisition, construction, improvement, or rerouting of mass transportation facilities;

(ix) acquisition, construction, or improvement of water, wastewater, or drainage facilities or
improvements;

(x) the establishment or improvement of parks;
(x1) projects similar to those listed in Subdivisions (1)-(x);

(xii) acquisition, by purchase or otherwise, of real property in connection with an authorized
improvement;

(xiii) special supplemental services for improvement and promotion of the district, including
services relating to advertising, promotion, health and sanitation, water and wastewater,
public safety, security, business recruitment, development, recreation, and cultural
enhancement;

(xiv) payment of expenses incurred in the establishment, administration and operation of the
district; and

(xv) the development, rehabilitation, or expansion of affordable housing

After analyzing the public improvement projects authorized by the PID Act, the City has determined
at this time to undertake only Authorized Improvements listed in Section III1.B and II1.D and shown
in the opinion of probable costs shown in Appendix B and on the diagrams included as Appendix
D for the benefit of the Assessed Property. Any change to the list of Authorized Improvements will
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require the approval of the City and an update to this Service and Assessment Plan. Tables included
in this Section may be rounded to the nearest whole dollar.

B. DESCRIPTIONS AND COSTS OF INITIAL MAJOR IMPROVEMENTS

The Initial Major Improvements benefit the entire PID. The costs of the Initial Major Improvements
are allocated proportionally throughout the entire PID, excluding Non-Benefited Property, in a
manner that anticipates planned development of the PID based on the anticipated number of
Equivalent Units. Each of Phase #1 and the Future Phases will be proportionally allocated the costs
of the Initial Major Improvements, as shown on Table III-A.

The Initial Major Improvements descriptions are presented below as provided by the project
engineer. The Budgeted Costs of the Initial Major Improvements are shown in Table III-A and may
be revised in Annual Service Plan Updates, including such other improvements as deemed necessary
to further improve the properties within the PID.

A description of the Initial Major Improvements are as follows:

Roadway Improvements

The roadway portion of the Initial Major Improvements includes clearing, grubbing, excavation of
streets and right-of-way, construction of moisture and lime treated subgrade and reinforced concrete
street pavements, removal of existing curb or pavement asphalt street pavements, removal of
existing curb or pavement, bridges, deceleration lanes, turn lanes, sidewalks, trails, retaining walls,
median landscaping, signage and traffic control devices, and the acquisition of related right-of-way
for such roadway improvements, for the benefit of the Assessed Property. The roadway
improvements include an allocable share of perimeter road improvements. All roadway
improvements will be designed and constructed in accordance with City standards and
specifications and will be owned and operated by the City.

Water Improvements

The water distribution system portion of the Initial Major Improvements includes water mains of
various diameters that are generally polyvinyl chloride (PVC) pipe, matching gate valves and boxes,
fire hydrants, tapping sleeves, service lines, and other water line appurtenances, including trench
safety, for the benefit of the Assessed Property. All water improvements will be designed and
constructed in accordance with City standards and specifications and will be owned and operated by
the City.

Storm Drainage Improvements

The storm drainage collection system portion of the Initial Major Improvements includes pre-
development erosion control, silt fences, rock check dams, drainage structures, various size
reinforced concrete pipes, reinforced concrete box culverts, curb inlets, headwalls, retention basins,
detention structures and trench safety for the benefit of the Assessed Property. All storm drainage
improvements will be designed and constructed in accordance with City standards and
specifications and will be owned and operated by the City.
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Other Soft and Miscellaneous Improvements

Soft and miscellaneous costs consisting of costs related to designing, constructing, and installing the
Initial Major Improvements including land planning and design, city fees, legal fees, engineering,
soil testing, survey, construction management, and contingency, costs associated with financing the
Initial Major Improvements, and a portion of the costs incurred in the establishment, administration
and operation of the District.

Table I11-A
Budgeted Costs - Initial Major Improvements

Total Initial
Major Phase #1 Future Phase

Improvement Allocated Allocated

Authorized Improvements Costs Amount Amount
Roadway improvements $891,594 $217,626 $673,969
Water improvements $1,427,248 $348,371 $1,078,877
Sanitary sewer improvements $3,127,932 $763,484 $2,364,448
Storm drainage improvements $779,169 $190,184 $588,985
Other soft and miscellaneous costs $929,248 $226,816 $702,432
Total Authorized Improvements $7,155,191 $1,746,481 $5,408,709

Note: Costs provided by the Developer. The figures shown in Table III-A are rounded and may be revised in Annual Service Plan
Updates and may be reallocated between line items so long as the Total Authorized Improvements amount does not change. At
this time, the City is not levying Assessments for the costs of the Initial Major Improvements, including the portion of the costs
of the Initial Major Improvements allocable to Phase #1.

C. DESCRIPTIONS AND COSTS OF ADDITIONAL MAJOR IMPROVEMENTS

The Additional Major Improvements benefit the entire PID. The costs of the Additional Major
Improvements are expected to be incurred within five years and are allocated proportionally
throughout the entire PID, excluding Non-Benefited Property, in a manner that anticipates planned
development of the PID based on the anticipated number of Equivalent Units. Each of Phase #1 and
the Future Phases will be proportionally allocated the costs of the Additional Major Improvements,
as shown on Table III-B.

The Additional Major Improvements descriptions are presented below as provided by the project
engineer. The Budgeted Costs of the Additional Major Improvements are shown in Table II1I-B and
may be revised in Annual Service Plan Updates, including such other improvements as deemed
necessary to further improve the properties within the PID.

A description of the Additional Major Improvements are as follows:

Roadway Improvements

The roadway portion of the Additional Major Improvements includes clearing, grubbing, excavation
of streets and right-of-way, construction of moisture and lime treated subgrade and reinforced
concrete street pavements, removal of existing curb or pavement asphalt street pavements, removal
of existing curb or pavement, bridges, deceleration lanes, turn lanes, sidewalks, retaining walls,
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median landscaping, signage and traffic control devices, and the acquisition of related right-of-way
for such roadway improvements, for the benefit of the Assessed Property. The roadway
improvements include an allocable share of perimeter road improvements. All roadway
improvements will be designed and constructed in accordance with City standards and specifications
and will be owned and operated by the City.

Water Improvements

The water distribution system portion of the Additional Major Improvements includes water mains
of various diameters that are generally polyvinyl chloride (PVC) pipe, matching gate valves and
boxes, fire hydrants, tapping sleeves, service lines, and other water line appurtenances, including
trench safety, for the benefit of the Assessed Property. All water improvements will be designed and
constructed in accordance with City standards and specifications and will be owned and operated by
the City.

Sanitary Sewer Improvements

The sanitary sewer collection system portion of the Additional Major Improvements includes
sanitary sewer mains of various diameters, manholes, lift stations, service lines, clean-outs, and
other sewer main appurtenances, including trench safety, for the benefit of the Assessed Property.
All sanitary sewer improvements will be designed and constructed in accordance with City
standards and specifications and will be owned and operated by the City.

Storm Drainage Improvements

The storm drainage collection system portion of the Additional Major Improvements includes pre-
development erosion control, silt fences, rock check dams, drainage structures, various size
reinforced concrete pipes, reinforced concrete box culverts, curb inlets, headwalls, retention basins,
detention structures and trench safety for the benefit of the Assessed Property. All storm drainage
improvements will be designed and constructed in accordance with City standards and
specifications and will be owned and operated by the City.

Other Soft and Miscellaneous Improvements

Soft and miscellaneous costs consisting of costs related to designing, constructing, and installing the
Additional Major Improvements including land planning and design, city fees, legal fees,
engineering, soil testing, survey, construction management, and contingency, costs associated with
financing the Additional Major Improvements, and a portion of the costs incurred in the
establishment, administration and operation of the District.

(remainder of this page is intentionally left blank)
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Table I111-B

Budgeted Costs - Additional Major Improvements

Total Additional
Major Phase #1 Future Phase

Improvement Allocated Allocated

Authorized Improvements Costs Amount Amount
Roadway improvements $1,039,000 $253,605 $785,395
Water improvements $163,000 $39,786 $123,214
Sanitary sewer improvements $51,000 $12,448 $38,552
Storm drainage improvements $355,000 $86,651 $268,349
Other soft and miscellaneous costs $446,863 $109,073 $337,790
Total Authorized Improvements $2,054,863 $501,563 $1,553,300

Note: Represents preliminary costs provided by the Developer. The figures shown in Table III-B represent the Budgeted Costs
of the Additional Major Improvements anticipated to be constructed within the next five years, are rounded, may be revised on a
rolling five-year basis in Annual Service Plan Updates and may be reallocated between line items. At this time, the City is not
levying Assessments for the costs of the Additional Major Improvements, including the portion of the costs of the Additional

Major Improvements allocable to Phase #1.

D. DESCRIPTIONS AND COSTS OF PHASE #1 IMPROVEMENTS

The Phase #1 Improvements descriptions are presented below as provided by the project engineer.
The Budgeted Costs of the Phase #1 Projects are shown in Table I1I-C and may be revised in Annual
Service Plan Updates, including such other improvements as deemed necessary to further improve
the properties within the PID.

Roadway Improvements

The roadway portion of the Phase #1 Improvements includes clearing, grubbing, excavation of
streets and right of ways, construction of moisture and lime treated subgrade and reinforced concrete
street pavements, removal of existing curb or pavement asphalt street pavements, removal of
existing curb or pavement, bridges, deceleration lanes, turn lanes, sidewalks, retaining walls,
median landscaping, signage and traffic control devices, including an allocable share of perimeter
road improvements, for the benefit of the Phase #1 Assessed Property. All roadway improvements
will be designed and constructed in accordance with City standards and specifications and will be
owned and operated by the City.

Water Improvements

The water distribution system portion of the Phase #1 Improvements include PVC waterlines, various
gate valves and boxes, fire hydrants, and tapping sleeves, service lines and other water line
appurtenances for the benefit of the Phase #1 Assessed Property. All water improvements will be
designed and constructed in accordance with City standards and specifications and will be owned
and operated by the City.
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Sanitary Sewer Improvements

The sanitary sewer collection system portion of the Phase #1 Improvements includes PVC pipes,
manbholes, service lines, clean-outs, concrete encasements, and other sewer line appurtenances and
trench safety for the benefit of the Phase #1 Assessed Property. All sanitary sewer improvements
will be designed and constructed in accordance with City standards and specifications and will be
owned and operated by the City.

Storm Drainage Improvements

The storm drainage collection system portion of the Phase #1 Improvements includes pre and post
development erosion control, silt fences, rock check dams, drainage structures, various size
reinforced concrete pipes, reinforced concrete box culverts, curb inlets, headwalls, retention and
detention structures and trench safety for the benefit of the Phase #1 Assessed Property. All storm
drainage improvements will be designed and constructed in accordance with City standards and
specifications and will be owned and operated by the City.

Other Soft and Miscellaneous Improvements

Soft and miscellaneous costs consisting of costs related to designing, constructing, and installing the
Phase #1 Improvements including land planning and design, city fees, legal fees, engineering, soil
testing, survey, construction management, and contingency, costs associated with financing the
Phase #1 Improvements, and a portion of the costs incurred in the establishment, administration and
operation of the District.

Table I11-C
Budgeted Costs - Phase #1 Projects
Phase #1’s Phase #1°’s
Proportional Proportional
Share of Initial Share of
Major Additional Major Phase #1 Total Phase #1
Authorized Improvements Improvements'  Improvements? Improvements Projects®

Roadway improvements $217,626 $253,605 $7,934,786 $8,406,017
Water improvements $348,371 $39,786 $2,501,791 $2,889,948
Sanitary sewer improvements $763,484 $12,448 $2,265,405 $3,041,337
Storm drainage improvements $190,184 $86,651 $4,908,145 $5,184,980
Other soft and miscellaneous costs $226,816 $109,073 $3,905,516 $4,241,405
Total Authorized Improvements $1,746,481 $501,563 $21,515,642 $23,763,687

! See Table III-A. Allocation of Initial Major Improvements are based on the methodologies described in V.C and shown in Table V.A.

2 See Table III-B. Allocation of Additional Major Improvements are based on the methodologies described in V.C and shown in Table

V.A.

3Costs provided by Developer. The figures shown in Table III-C may be revised in Annual Service Plan Updates and may be reallocated
between line items so long as the total Authorized Improvements amount does not change.
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E. FUTURE PHASES

As Future Phases are developed, this SAP will be amended to identify the specific Authorized
Improvements that confer a special benefit to the property inside each Future Phase (e.g. a Table
III-D will be added to show the costs for the Future Phase Improvements financed within the specific
Future Phase being developed) and to show such Future Phase's allocable share of the Actual Costs
of the Initial Major Improvements and Additional Major Improvements.

(remainder of this page is intentionally left blank)
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1V. SERVICE PLAN

A. PROJECTED SOURCES AND USES OF FUNDS

The PID Act requires the service plan to cover a period of at least five years. The service plan is
required to define the annual projected costs and indebtedness for the Authorized Improvements
undertaken within the PID during the five year period. Construction of the Phase #1 Improvements
and Initial Major Improvements began in January 2022, and it is anticipated that construction of the
Phase #1 Improvements and Initial Major Improvements will be completed by June 2023. At some
point after all or a portion of the Phase #1 Improvements and Initial Major Improvements are
constructed, development in Future Phases will begin.

The Budgeted Costs for the Phase #1 Projects plus costs related to the issuance of the Phase #1
Bonds and the expenses incurred in the establishment, administration, and operation of the PID
allocable to Phase #1 are $27,284,965 as shown in Table IV-A. The service plan shall be reviewed
and updated at least annually for the purpose of determining the annual budget for Administrative
Expenses, updating the estimated Authorized Improvement costs, and updating the Assessment
Roll(s). Any update to this Service and Assessment Plan is herein referred to as an “Annual Service
Plan Update.”

If Assessments are levied and/or Phased PID Bonds are issued for the costs of Authorized
Improvements to be constructed with development of each Future Phase or if additional Phase #1
Bonds are issued for the purposes of paying any unpaid portion of the Phase #1 Reimbursement
Agreement Obligation, this Service and Assessment Plan will be updated or amended (e.g. Table
IV-C may be included for Phase #2, etc.).

The first series of Phase #1 Bonds are being issued in 2023 and are being used to finance a portion
of the costs of the Phase #1 Improvements. Portions of the Phase #1 Improvements will also be paid
for and reimbursed pursuant to the terms of the Reimbursement Agreement. At this time, no
Assessments are being levied for the Actual Costs of the Initial Major Improvements or the
Additional Major Improvements; therefore, Phase #1's allocable share of the Initial Major
Improvements is being funded by the Developer and it is anticipated that the Developer will fund
Phase #1’s allocable share of the Additional Major Improvements to be constructed. Phase #1's
allocable share of the Initial Major Improvements and Additional Major Improvements will not be
reimbursed from the proceeds for the Phase #1 Bonds or from Assessment Revenues generated
from the Phase #1 Assessments. It is anticipated that the City may issue additional Phase #1 Bonds
in the future to pay any unpaid portion of the Phase #1 Reimbursement Agreement Obligation
related to the Phase #1 Improvements under the Reimbursement Agreement. Tables included in this
Section may be rounded to the nearest whole dollar.

(remainder of this page is intentionally left blank)
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Table IV-A
Projected Sources and Uses — Phase #1 Projects

Phase #1
Reimbursement Other
Phase #1 Agreement Funding
Sources of Funds Bonds Obligation Sources Total
Par amount $15,923,000 $0 $0 $15,923,000
Original issue discount ($55,456) $0 $0 ($55,456)
Assessment $0 $6,425,000 $0  $6,425,000
Other funding sources' $0 $2,744,376 $2.248,044  $4,992,421
Total Sources $15,867,544 $9,169,376 $2,248,044 $27,284,965
Uses of Funds
Phase #1 Improvements>:
Road Improvements $4,553,198 $3,381,588 $0 87,934,786
Water Improvements $1,435,596 $1,066,195 $0  $2,501,791
Sanitary Sewer Improvements $1,299,951 3965,453 $0 32 265,405
Storm Drainage Improvements $2,816,428 $2,091,717 $0  $4,908,145
Other Soft and Miscellaneous Costs $2,241,092 31,664,424 $0  $3,905,516
Subtotal 312,346,266 39,169,376 S0 821,515,642
Initial Major Improvements*:
Road Improvements $0 $0 $217,626 $217,626
Water Improvements $0 $0 $348,371 $348,371
Sanitary Sewer Improvements $0 $0 $763,484 $763,484
Storm Drainage Improvements $0 $0 $190,184 $190,184
Other Soft and Miscellaneous Costs $0 $0 $226,816 $226,816
Subtotal 30 30 81,746,481 81,746,481
Additional Major Improvements:
Road Improvements $0 $0 $253,605 $253,605
Water Improvements $0 $0 $39,786 $39,786
Sanitary Sewer Improvements $0 $0 $12,448 $12,448
Storm Drainage Improvements $0 $0 $86,651 $86,651
Other Soft and Miscellaneous Costs $0 $0 $109,073 $109,073
Subtotal 30 30 $501,563 3501,563
Bond Issuance Costs:
Costs of Issuance $780,000 $0 $0 $780,000
Capitalized interest $1,092,123 $0 $0  $1,092,123
Reserve Fund $1,121,465 $0 $0 $1,121,465
Administrative Expense $50,000 $0 $0 $50,000
Underwriters Discount $477,690 $0 $0 $477,690
Subtotal 33,521,278 30 30 $3,521,278
Total Uses $15,867,544 $9,169,376 $2,248,044 $27,284,965

'The other funding sources represent project costs of the Phase #1 Projects to be paid by the Developer without reimbursement
from the City including all of the costs of the Initial Major Improvements and Additional Major Improvements allocable to
Phase #1.

2See Table IM1-C for details.
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As Future Phases are developed, the City may levy Assessments against benefitted property within
such Future Phase and/or may issue Phased PID Bonds and/or a reimbursement agreement may be
executed to finance the Authorized Improvements required for each new Phase.

B. PROJECTED FIVE YEAR SERVICE PLAN
Phase #1

The annual projected costs and annual projected indebtedness for Phase #1’s share of Initial Major
Improvements and Additional Major Improvements is shown in Table IV-B. The annual projected
costs and indebtedness is subject to revision, and each shall be updated in the Annual Service Plan
Update to reflect any changes in the costs or indebtedness expected for each year.

Table IV-B
Annual Projected Costs and Annual Projected Indebtedness
Phase #1 Share of Initial Major Improvements and Additional Major Improvements

Projected

Annual Projected  Annual Projected  Other Funding  Phase #1 Annual
Year Cost Indebtedness Sources Installments
2023 $1,746,481 $0 $1,746,481 $0
2024 $250,782 $0 $250,782 $0
2025 $250,782 $0 $250,782 $0
2026 $0 $0 $0 $0
2027 $0 $0 $0 $0
2028 $0 $0 $0 $0
2029 $0 $0 $0 $0
Total $2,248,044 $0 $2,248,044 $0

' Annual Projected Costs shown do not include the costs of the Phase #1 Improvements shown separately
in Table IV-C below. Annual Projected Indebtedness shown is solely related to Phase #1’s share of Initial
Major Improvements and Additional Major Improvements.

The annual projected costs shown in Table IV-B are the annual expenditures relating to the Phase
#1’s share of the Initial Major Improvements and Additional Major Improvements shown in Table
ITI-C. The difference between the total projected cost and the total projected indebtedness, if any, is
the amount contributed by the Developer.

The annual projected costs and annual projected indebtedness for Phase #1 Improvements is shown
in Table IV-C. The annual projected costs and indebtedness is subject to revision, and each shall be
updated in the Annual Service Plan Update to reflect any changes in the costs or indebtedness
expected for each year.

(remainder of this page is intentionally left blank)
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Table IV-C

Annual Projected Costs and Annual Projected Indebtedness
Phase #1 Improvements

Projected

Annual Projected  Annual Projected  Other Funding  Phase #1 Annual
Year Cost Indebtedness’ Sources® Installments
2023! $25,036,921 $22,348,000 $2,744,376 $0
2024 $0 $0 $0 $600,443
2025 $0 $0 $0 $1,682,241
2026 $0 $0 $0 $1,682,839
2027 $0 $0 $0 $1,682,570
2028 $0 $0 $0 $1,682,445
2029 $0 $0 $0 $1,682,406
Total $25,036,921 $22,292,544 $2,744,376 $9,012,944

! Administrative Expenses in year 2023 are being funded with Bond proceeds, and interest on the Phase #1
Bonds for years 2023 and 2024 is being funded with capitalized interest. Interest on the Phase #1
Reimbursement Agreement Obligation for year 2023 will be collected together with the first annual
installment due by January 31, 2024,
Includes amounts to be paid from assessments related to both the Phase #1 Bonds and the Phase #1
Reimbursement Agreement Obligation.

30Other funding sources include original issue discount.

The annual projected costs shown in Table IV-C are the annual expenditures relating to the Phase
#1 Improvements shown in Table III-C, and the costs associated with setting up the PID allocable
to Phase #1 and bond issuance costs including reserves shown in Table IV-A. The difference
between the total projected cost and the total projected indebtedness, if any, is the amount
contributed by the Developer.

C. PID ASSESSMENT NOTICE

The PID Act requires that this Service and Assessment Plan and each Annual Service Plan update
include a copy of the “PID Assessment Notice” form required by Section 5.014 of the Texas
Property Code. The PID Assessment Notice is attached hereto as Appendix E and may be updated

in an Annual Service Plan Update.

(remainder of this page is intentionally left blank)
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V. ASSESSMENT PLAN

A. INTRODUCTION

The PID Act requires the City Council to apportion the costs of the Authorized Improvements on
the basis of special benefits conferred upon the property because of the Authorized Improvements.
The PID Act provides that the costs of the Authorized Improvements may be assessed: (i) equally
per front foot or square foot; (ii) according to the value of the property as determined by the
governing body, with or without regard to improvements on the property; or (iii) in any other
manner that results in imposing equal shares of the cost on property similarly benefited. The PID
Act further provides that the governing body may establish by ordinance or order reasonable
classifications and formulas for the apportionment of the cost between the municipality and the area
to be assessed and the methods of assessing the special benefits for various classes of improvements.

The proposed development financing program entails a series of Bond financings and/or obligations
under the Reimbursement Agreement that are intended to finance the public infrastructure required
for the development. This financing will necessarily be undertaken in phases to coincide with the
private investment and development of the Authorized Improvements. Following the issuance of
the first series of Phase #1 Bonds and the creation of the Phase #1 Reimbursement Agreement
Obligation being issued and/or created in 2023, subsequent obligations under the Reimbursement
Agreement and/or Bond financings may be incurred or issued in the future as the subsequent Future
Phases are gradually constructed.

The purpose of this gradual issuance of Bonds in phases is to mirror the actual development of the
Authorized Improvements. The Bonds being issued are most prudently and efficiently utilized when
directly coinciding with construction of public infrastructure needed for private development that is
to occur once the infrastructure is completed; it is most effective to issue the Bonds when the
infrastructure is needed, not before. Furthermore, there is no economic advantage, and several
disadvantages, to issuing debt and encumbering property within the PID prior to the need for the
Authorized Improvements.

For purposes of this Service and Assessment Plan, the City Council has determined that the costs
of the Initial Major Improvements, Additional Major Improvements and Phase #1 Improvements
shall be allocated as described below:

1. The costs of the Phase #1 Improvements that only benefit Phase #1 shall be allocated to Phase
#1 Assessed Property on the basis of Equivalent Units calculated using the average home price
of each Lot Type once such property is developed, and that such method of allocation will result
in the imposition of equal shares of the costs of the Authorized Improvements to Parcels
similarly benefited.

2. The Initial Major Improvements and Additional Major Improvements are proportionally
allocated to Phase #1 Assessed Property and Future Phases based on estimated Equivalent Units
calculated using the average home price for the Phase #1 Assessed Property and Future Phases.
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At this time the City is not levying Assessments for the costs of the Initial Major Improvements
and Additional Major Improvements.

At this time, it is impossible to determine with absolute certainty the amount of special benefit each
Parcel within Future Phases will receive from the direct Authorized Improvements that will benefit
each individual Phase. Therefore, Parcels will only be assessed for the special benefits conferred
upon the Phase #1 Assessed Property at this time because of the Phase #1 Improvements.

In connection with the levy of Assessments against property within a Future Phase and/or the
issuance of Phased PID Bonds, this Service and Assessment Plan will be updated to reflect the
special benefit each Parcel of Assessed Property within a Future Phase receives from the specific
Authorized Improvements funded with those Assessments and/or Phased PID Bonds with respect
to that Future Phases. Prior to assessing Parcels located within Future Phases, each owner of the
Parcels to be assessed must acknowledge that the Authorized Improvements to be financed confer
a special benefit on their Parcel and must consent to the imposition of the Assessments to pay for
the Actual Costs of such Authorized Improvements.

This section of this Service and Assessment Plan currently (i) describes the special benefit received
by each Parcel within Phase #1 as a result of the Phase #1 Improvements, as applicable, (i1) provides
the basis and justification for the determination that this special benefit exceeds the amount of the
Assessments being levied on the Phase #1 Assessed Property for such improvements, and (iii)
establishes the methodologies by which the City Council allocates and reallocates the special benefit
of the Initial Major Improvements, Additional Major Improvements, and the Phase #1
Improvements to Parcels in a manner that results in equal shares of the Actual Costs of such
improvements being apportioned to Parcels similarly benefited. The determination by the City
Council of the assessment methodologies set forth below is the result of the discretionary exercise
by the City Council of its legislative authority and governmental powers and is conclusive and
binding on the Developer and all future owners and developers of the Assessed Property.

As Future Phases are developed, in connection with the issuance of Phased PID Bonds and/or
execution of a related reimbursement agreement this Service and Assessment Plan will be updated
based on the City’s determination of the assessment methodology for each Future Phase.

B. SPECIAL BENEFIT

Assessed Property must receive a direct and special benefit from the Authorized Improvements, and
this benefit must be equal to or greater than the amount of the Assessments. The Authorized
Improvements are provided specifically for the benefit of the Assessed Property. The Authorized
Improvements (more particularly described in line-item format in Appendix B to this Service and
Assessment Plan) and the costs of issuance and payment of costs incurred in the establishment of
the PID shown in Table IV-A are authorized by the PID Act. These Authorized Improvements are
provided specifically for the benefit of the Assessed Property.

Each owner of the Assessed Property has acknowledged that the Authorized Improvements confer
a special benefit on the Assessed Property and has consented to the imposition of the Assessments
to pay for the Actual Costs associated therewith. Each of the owners is acting in its interest in
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consenting to this apportionment and levying of the Assessments because the special benefit
conferred upon the Assessed Property by the Authorized Improvements exceeds the amount of the
Assessments.

The Authorized Improvements provide a special benefit to the Assessed Property as a result of the
close proximity of these improvements to the Assessed Property and the specific purpose of these
improvements of providing infrastructure for the Assessed Property. In other words, the Assessed
Property could not be used in the manner proposed without the construction of the Authorized
Improvements. The Authorized Improvements are being provided specifically to meet the needs of
the Assessed Property as required for the proposed use of the property.

The Assessments are being levied to provide the Authorized Improvements that are required for the
highest and best use of the Assessed Property (i.e., the use of the property that is most valuable,
including any costs associated with that use). Highest and best use can be defined as “the reasonably
probable and legal use of property, which is physically possible, appropriately supported, financially
feasible, and that results in the highest value.” (Dictionary of Real Estate Appraisal, Third Edition.)
The Authorized Improvements are expected to be required for the proposed use of the Assessed
Property to be physically possible, appropriately supported, financially feasible, and maximally
productive.

The Developer has evaluated the potential use of the property and has determined that the highest
and best use of the property is the use intended and the legal use for the property as described in
Section II of this Service and Assessment Plan. The use of the Assessed Property as described herein
will require the construction of the Authorized Improvements.

The Assessments will repay financing that is on advantageous terms, as the Bonds issued to finance
the Authorized Improvements will pay interest that is exempt from federal income tax. As a result,
all other terms being equal (e.g., maturity, fixed vs. variable rate, credit quality), the tax- exempt
Bonds will have a lower interest rate than debt that is not tax-exempt. The Bonds also have a longer
term than other available financings and may either be repaid or assumed by a buyer at the buyer’s
option. As a result of these advantageous terms, the financing provided by the PID is the most
beneficial means of financing the Authorized Improvements.

Each owner of the Assessed Property will ratify, confirm, accept, agree to and approve: (i) the
determinations and finding by the City Council as to the special benefits described in this Service
and Assessment Plan and the Assessment Ordinance; (ii) the Service and Assessment Plan and the
Assessment Ordinance, and (ii1) the levying of Assessments on the Assessed Property. Use of the
Assessed Property as described in this Service and Assessment Plan and as authorized by the PID
Act requires that Authorized Improvements be acquired, constructed, installed, and/or improved.
Funding the Actual Costs of the Authorized Improvements through the PID has been determined by
the City Council to be the most beneficial means of doing so. As a result, the Authorized
Improvements result in a special benefit to the Assessed Property, and this special benefit exceeds
the amount of the Assessment. This conclusion is based on and supported by the evidence,
information, and testimony provided to the City Council.
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In summary, the Authorized Improvements result in a special benefit to the Assessed Property for
the following reasons:

1. The Authorized Improvements are being provided specifically for the use of the Assessed
Property, are necessary for the proposed best use of the property and provide a special
benefit to the Assessed Property as a result;

2. The Developer has consented to the imposition of the Assessments for the purpose of
providing the Authorized Improvements and the Developer is acting in its interest by
consenting to this imposition;

3. The Authorized Improvements are required for the highest and best use of the property;

4. The highest and best use of the Assessed Property is the use of the Assessed Property that is
most valuable (including any costs associated with the use of the Assessed Property);

5. Financing of the costs of the Authorized Improvement through the PID is determined to be
the most beneficial means of providing for the Authorized Improvements; and,

6. As aresult, the special benefits to the Assessed Property from the Authorized Improvements
will be equal to or greater than the Assessments.

C. ALLOCATION OF COSTS TO ASSESSED PROPERTY

The Initial Major Improvements and Additional Major Improvements will provide a special benefit
to all property in the PID. Accordingly, the Actual Costs of the Initial Major Improvements and
Additional Major Improvements must be allocated throughout all Assessed Property in the District.
Table V-A summarizes the allocation of Budgeted Costs of the Initial Major Improvements and
Additional Major Improvements. The Budgeted Costs shown in Table V-A are estimates and may
be revised in Annual Service Plan Updates, but the related Assessment may not be increased.

Phase #1 is projected to contain 435 residential units and the Future Phases are projected to contain
1,581 residential units and 56,000 gross square feet of commercial. As shown in Appendix F, the
total projected Equivalent Units for Phase #1 is calculated as 323.08 and the total projected
Equivalent Units for the Future Phases is calculated as 1,000.55. The total projected Equivalent
Units in the PID is, therefore, calculated to be 1,323.62 (i.e., 323.08 + 1,000.55 = 1,323.62). As a
result, 24.41 percent of the Budgeted Costs of the Initial Major Improvements and Additional Major
Improvements (i.e. 323.08 + 1,323.62 = 24.41%) are allocated to the Phase #1 Assessed Property
and 75.59 percent of the Budgeted Costs of the Initial Major Improvements and Additional Major
Improvements (i.e., 1,005.55 + 1,323.62 = 75.59%) are allocated to the property located in Future
Phases. The Phase #1 Bonds, Phase #1 Reimbursement Agreement Obligation, and funds from the
Developer will fund the Budgeted Costs of the Phase #1 Improvements. One hundred percent
(100%) of the Phase #1 Improvements are allocated to the Phase #1 Assessed Property.
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Table V-A
Allocation of Major Improvement Costs

Additional
Initial Major Major
Authorized Improvement Improvements Improvements
Roadway Improvements $891,594 $1,039,000
Water Improvements $1,427,248 $163,000
Sanitary Sewer Improvements $3,127,932 $51,000
Storm Drainage Improvements $779,169 $355,000
Other Soft and Miscellaneous Costs $929,248 $446,863
Total Major Improvements $7,155,191 $2,054,863
Phase #1
Projected total number of Equivalent Units 323.08 323.08
% of total Equivalent Units 24.41% 24.41%
Proportionate Share of Costs $1,746,481 $501,563
Future Phases
Projected total number of Equivalent Units 1,000.55 1,000.55
% of total Equivalent Units 75.59% 75.59%
Proportionate Share of Costs $5,408,709 $1,553,300

D. ASSESSMENT METHODOLOGY

The costs of the Authorized Improvements may be assessed by the City Council against the
Assessed Property so long as the special benefit conferred upon the Assessed Property by the
Authorized Improvements equals or exceeds the Assessments. The costs of the Authorized
Improvements may be assessed using any methodology that results in the imposition of equal shares
of the Actual Costs on Assessed Property similarly benefited.

1. Assessment Methodology for the Phase #1 Improvements

For purpose of this Service and Assessment Plan, the City Council has determined that the Actual
Costs of the Phase #1 Improvements to be financed with the Phase #1 Bonds and by the Developer
under the Phase #1 Reimbursement Agreement Obligation shall be allocated to the Phase #1
Assessed Property by spreading the entire Assessment across the Parcels within Phase #1 based on
the estimated number of Equivalent Units anticipated to be developed on each Parcel.

Based on the Budgeted Costs of the Phase #1 Improvements, as set forth in Table III-C, the City
Council has determined that the benefit to Phase #1 Assessed Property of the Phase #l
Improvements is at least equal to the Assessments levied on the Phase #1 Assessed Property.

Upon subsequent divisions of any Parcel within Phase #1, the Assessment applicable to it will then
be apportioned pro rata based on the estimated Equivalent Units of each newly created Parcel. For
residential Lots, when final residential building sites are platted, Assessments will be apportioned
proportionately among each Parcel based on the ratio of the estimated Equivalent Units at the time

MuniCap |29



residential Lots are platted to the total estimated Equivalent Units for Lots in the platted Parcel, as
determined by the Administrator and confirmed by the City Council.

The Assessment and Annual Installments for each Parcel or Lot located within Phase #1 is shown
on the Phase #1 Assessment Roll, attached as Appendix G, and no Assessment shall be changed
except as authorized by this Service and Assessment Plan or the PID Act.

2. Assessment Methodology for Future Phases

When any given Future Phases are developed, and Phased PID Bonds for that Future Phases are to
be issued and/or a related reimbursement agreement is executed, this Service and Assessment Plan
will be amended to determine the assessment methodology that results in the imposition of equal
shares of the Actual Costs on Assessed Property similarly benefited within that Phase.

E. ASSESSMENTS

The Assessments are being levied on each Parcel within Phase #1 according to the Phase #1
Assessment Roll, attached hereto as Appendix G. The Annual Installments of the Assessments will
be collected at the time and in the amounts shown on the Phase #1 Assessment Roll, subject to any
revisions made during an Annual Service Plan Update. Non-Benefitted Property will not be subject
to any Assessments.

See Appendix F for Assessment per unit, leverage, and estimated tax rate equivalent calculation
details.

F. ADMINISTRATIVE EXPENSES

The cost of administering the PID and collecting the Annual Installments shall be paid for on a pro
rata basis by each Parcel based on the amount of Assessment levied against the Parcel. The
Administrative Expenses shall be collected as part of and in the same manner as Annual Installments
in the amounts shown on each Assessment Roll, which may be revised based on Actual Costs
incurred in Annual Service Plan Updates.

G. ADDITIONAL INTEREST RESERVE

Pursuant to the PID Act, the interest rate for any portion of the Assessments which secure a series
of Bonds may exceed the actual interest rate per annum paid on the related Bonds by no more than
one half of one percent (0.50%). The interest rate used to determine the Assessments that secure the
Bonds is one half of one percent (0.50%) per annum higher than the actual rate paid on the Bonds,
with the Additional Interest Component of the Annual Installments allocated to fund a reserve to be
used for paying interest associated with a prepayment and to offset any possible delinquency related
costs. The Additional Interest Reserve shall be funded until it reaches 5.50% of the outstanding
Bonds unless otherwise stipulated in the Bond documents. Once the Additional Interest Reserve is
funded in full, the City may allocate the Additional Interest Component of the Annual Installments
as provided in the applicable Trust Indenture. No Additional Interest will be collected from any
portion of an Assessment which secures a reimbursement obligation under the Reimbursement
Agreement and not a series of Bonds.
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VI. TERMS OF THE ASSESSMENTS

A. AMOUNT OF ASSESSMENTS AND ANNUAL INSTALLMENTS FOR PARCELS LOCATED WITHIN
PHASE #1

The Assessment and Annual Installments for each Parcel of Phase #1 Assessed Property located
within the PID is shown on the Assessment Roll, attached as Appendix G, and no Assessment shall
be changed except as authorized by this Service and Assessment Plan and the PID Act.

The Annual Installments shall be collected from the Assessed Property in an amount sufficient to
pay (i) principal and interest on the Phase #1 Bonds, (ii) principal and interest on the Phase #1
Reimbursement Agreement Obligation (iii) to fund the Additional Interest Reserve (with respect to
the portion of the assessment securing the Phase #1 Bonds) described in Section V, and (iv) to pay
Administrative Expenses related to the PID. The Annual Installment for each Parcel in the PID shall
be calculated by taking into consideration any available capitalized interest applicable to the Parcel.

B. AMOUNT OF ASSESSMENTS AND ANNUAL INSTALLMENTS FOR PARCELS LOCATED WITHIN
FUTURE PHASES

As Future Phases are developed, this Service and Assessment Plan will be amended to determine
the Assessment and Annual Installments for each Assessed Property located within Future Phases
(e.g., an Appendix will be added as the Assessment Roll for Phase #2, etc.). The Assessments shall
not exceed the benefit received by the Assessed Property.

C. REALLOCATION OF ASSESSMENTS
1. Subdivision

Upon the subdivision of any Parcel, the Assessment for the Parcel prior to the subdivision shall be
reallocated among the new subdivided Parcels according to the following formula:

A=Bx(C+D)
Where the terms have the following meanings:

A = the Assessment for each new subdivided Parcel

B = the Assessment for the Parcel prior to subdivision

C = the est