UNITED STATES OF AMERICA
STATE OF TEXAS

SOUTH BUDA WATER CONTROL AND IMPROVEMENT DISTRICT NO. 1
UNLIMITED TAX BONDS, SERIES 2020

NO. R-1 PRINCIPAL
AMOUNT

| $140,000 |
INTEREST DATE OF MATURITY CUSIP

RATE BONDS DATE NO.

2.000% November 1, 2020 Augustd, 2022 836809 LE1
REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT: ONE HUNDRED FORTY “BHOUSAND AND NO/100
DOLLARS

ON THE MATURITY DATE specified above, SOUTH BUDA WATER CONTROL
AND IMPROVEMENT DISTRICT NO. 1 (they'Distriet”), being a political subdivision of
the State of Texas, hereby promises topay to'the Registered Owner set forth above, or
registered assign (hereinafter called the “registered owner”) the principal amount set
forth above, and to pay interest thereon calgculated on the basis of a 360-day year of
twelve 30-day months, from'the date of initial delivery, payable on February 1, 2021 and
semiannually on each August 1 and“Februafy 1 thereafter to the maturity date specified
above, or the date ©Of redemption priorto0 maturity, at the interest rate per annum
specified above; exceptithatif this Band is required to be authenticated and the date of
its authenticatigf'is*later than the firlSt Record Date (hereinafter defined), such principal
amount shallfbear interest fromqthe interest payment date next preceding the date of
authenticationpunless such date of authentication is after any Record Date but on or
before_the, nextifellowing interest payment date, in which case such principal amount
shalldbear interestifstom such next following interest payment date; provided, however,
that(if on thegdate of‘@uthentication hereof the interest on the Bond or Bonds, if any, for
whichjthis Bond s being exchanged or converted from is due but has not been paid,
then its Bond shall bear interest from the date to which such interest has been paid in
full. Notwithstanding the foregoing, during any period in which ownership of the Bonds
is determined only by a book entry at a securities depository for the Bonds, any
payment to the securities depository, or its nominee or registered assigns, shall be
made in accordance with existing arrangements between the District and the securities
depository.
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THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money
of the United States of America, without exchange or collection charges. The principal
of this Bond shall be paid to the registered owner hereof upon presentation and
surrender of this Bond at maturity or upon the date fixed for its redemption prior to
maturity at the designated office for payment of BOKF, NA (the “Paying
Agent/Registrar”) in Dallas, Texas. The payment of interest on this Bond shall be made
by the Paying Agent/Registrar to the registered owner hereof on each interest payment
date by check or draft, dated as of such interest payment date, drawn by the Paying
Agent/Registrar on, and payable solely from, funds of the District requited by the order
authorizing the issuance of the Bonds (the “Bond Order”) to be on deposit with the
Paying Agent/Registrar for such purpose as hereinafter provided; and such, check or
draft shall be sent by the Paying Agent/Registrar by United Statesmmail, first-class
postage prepaid, on or before each such interest payment date, to the, registered ewner
hereof, at its address on the close of business on thedfifteenth calendar day of the
month next preceding each such date (the “Record Date”) on the Redisttation Books
kept by the Paying Agent/Registrar, as hereinafter described4In addition, interest may
be paid by such other method, acceptable to the Paying Agent/Registrar, requested by,
and at the risk and expense of, the registered owneri\lnithe eventofa non-payment of
interest on a scheduled payment date, andypfor 30 Calendar days thereafter, a new
record date for such interest payment (a “SpectalgRecord Date”) will be established by
the Paying Agent/Registrar, if any whefixfunds for the,payment of such interest have
been received from the District. Notice of thenSpecial Record Date and of the
scheduled payment date of the pastdue interest (whieh shall be 15 calendar days after
the Special Record Date) shall be sent at least'five business days prior to the Special
Record Date by United States mail, first-clas$, postage prepaid, to the address of each
registered owner as it appears on the Registration Books at the close of business on the
last business day next preceding theidate of mailing of such notice.

ANY ACCRUEDINTEREST due at maturity or upon the redemption of this Bond
prior to maturityg@as, provided heregiy shall be paid to the registered owner upon
presentation @nd surrenderyof this Bond for payment at the designated office for
payment of€the Paying Agent/Registrar. The District covenants with the registered
owner of this“"Bendfthat on or before each principal payment date, interest payment
date, aandJany redemption date for this Bond it will make available to the Paying
Agent/Registrar, fromythe “Interest and Sinking Fund” created by the Bond Order, the
amounts_required, to ‘provide for the payment, in immediately available funds, of all
principalef and interest on the Bonds, when due.

IF THE'DATE for any payment due on this Bond shall be a Saturday, Sunday, a
legal holiday, or a day on which banking institutions in the city where the office for
payment of the Paying Agent/Registrar is located are authorized by law or executive
order to close, or the United States Postal Service is not open for business, then the
date for such payment shall be the next succeeding day which is not such a Saturday,
Sunday, legal holiday, or day on which banking institutions are authorized to close, or
the United States Postal Service is not open for business; and payment on such date
shall have the same force and effect as if made on the original date payment was due.
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THIS BOND is one of a series of Bonds dated as of November 1, 2020 and
authorized to be issued pursuant to the Bond Order adopted by the Board of Directors
of the District in the principal amount of $8,200,000 for the purpose or purposes
authorized by the Election and the Commission Order including (1) construction,
expansion and acquisition of water, wastewater and drainage facilities and (2) certain
costs associated with the issuance of the Bonds. The Bonds are issued under the
authority of the constitution and laws of the State of Texas, including particularly
Chapters 49 and 51 of the Texas Water Code, as amended; the bond election and an

and after August 1, 2026, may be redeemed prior to their scheduledimaturities, at the
option of the District, with funds derived from any availablé» and“lawful ‘source) at a
redemption price equal to the principal amount to be redeémed plus acerued interest to
the date fixed for redemption. If less than all of the Bands are s€deemed, at any time,
the maturities of the Bonds to be redeemed will be selected by ‘the District:” If less than
all the bonds of a certain maturity are to be redeemed, the particdlar Bonds to be
redeemed shall be selected by the Paying Agent/Registrartby let or other random
method (or by DTC in accordance with its ggrocedures While the Bonds are in book-
entry-only form).

THE BONDS MATURING ON August 1 inithe years 2043 and 2050 (the “Term
Bonds”) are subject to mandatory sinking fundyredemption by lot prior to maturity in the
following amounts on the followiig dates and atya priee of par plus accrued interest to
the redemption date on the respective dates and IR principal amounts as follows:

Ferm BondhMaturing/en Auqust 1, 2043

Redemption Date Principal Amount

August 142042 $330,000
August' 1, 2042 345,000
Auglstyl, 2043# 360,000

| order issued by the Texas Commission on Environmental Quality. |
| ON AUGUST 1, 2025 OR ON ANY DATE THEREAFTER, the Bonds‘maturing on |

*Stated Maturity
Term Bond Maturing on Auqust 1, 2050

Redemption Date Principal Amount
Algust'l, 2044 $375,000
August 1, 2045 395,000
August 1, 2046 410,000
August 1, 2047 430,000
August 1, 2048 450,000
August 1, 2049 470,000
August 1, 2050* 490,000

*Stated Maturity
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THE PARTICULAR TERM BONDS to be redeemed shall be selected by the
Registrar by lot or other customary random selection method, on or before June 15 of
each year in which Term Bonds are to be mandatorily redeemed. The principal amount
of Term Bonds to be mandatorily redeemed in each year shall be reduced by the
principal amount of such Term Bonds that have been optionally redeemed on or before
June 15 of such year and which have not been made the basis for a previous reduction.

NOT LESS THAN THIRTY (30) DAYS prior to a redemption date, a notice of
redemption will be sent by U.S. mail, first class postage prepaid, in ghe name of the
District to each registered owner of a Bond to be redeemed in whole ofin part at the
address of the registered owner appearing on the registration bogks of thetRegistrar at
the close of business on the business day next preceding the ‘date’@fgmailings, When
Bonds or portions thereof have been called for redemption afiel due provision‘hasybeen
made to redeem the same, the amounts so redeemed shall'be payable,solely from the
funds provided for redemption, and interest which would‘etherwis€accrueien the Bonds
or portions thereof called for redemption shall germinategon the date fixed for
redemption.

WITH RESPECT TO any optional redemption ofythe “Bonds, unless certain
prerequisites to such redemption required ‘Qy: the Order have been met and moneys
sufficient to pay the principal of and premium;Jif anypand interest on the Bonds to be
redeemed shall have been received by the RayinghAgent/Registrar prior to the giving of
such notice of redemption, such_netice shallystate that said redemption may, at the
option of the District, be conditiohal upon the{satisfaction of such prerequisites and
receipt of such moneys by the Paying AgentiRegistrar on or prior to the date fixed for
such redemption, or upon any prerequisite set forth in such notice of redemption. If a
conditional notice of redemption iS.given and such prerequisites to the redemption and
sufficient moneys arefnot received,“sueh@notice shall be of no force and effect, the
District shall not redeem, suchi Bonds and the Paying Agent/Registrar shall give notice,
in the manner ingwvhich thednotice of g&demption was given, to the effect that the Bonds
have not beengedeemed.

THE PAYINGfAGENT/REGISTRAR AND THE DISTRICT, so long as a Book-
Entry-QnlyaSystem IS used for the Bonds, will send any notice of redemption, notice of
propgsed amendment to the Bond Order or other notices with respect to the Bonds only
to DIC. Anyffailure BypyDTC to advise any DTC participant, or of any DTC participant or
indirectfparticipant to notify the beneficial owner, shall not affect the validity of the
redemption of the Bond called for redemption or any other action premised on any such
notice. Redemption of portions of the Bond by the District will reduce the outstanding
principal amount of such Bonds held by DTC.

IN SUCH AN EVENT, DTC may implement, through its Book-Entry-Only System,
a redemption of such Bond held for the account of DTC participants in accordance with
its rules or other agreements with DTC participants and then DTC participants and
indirect participants may implement a redemption of such Bonds from the beneficial
owners.
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ANY SUCH SELECTION of Bond to be redeemed will not be governed by the
Bond Order and will not be conducted by the District or the Paying Agent/Registrar.
Neither the District nor the Paying Agent/Registrar will have any responsibility to DTC
participants, indirect participants or the persons for whom DTC participants act as
nominees, with respect to the payments on the Bond or the providing of notice to DTC
participants, indirect participants, or beneficial owners of the selection of portions of the
bond for redemption.

ALL BONDS OF THIS SERIES are issuable solely as fully registered Bonds,
without interest coupons, in the principal denomination in the case of theiBonds, of any
integral multiple of $5,000. As provided in the Order, this Bond imay, at theyrequest of
the Registered Owner or the assignee or assignees hereof, be‘assigned, transferred,
converted into and exchanged for a like aggregate amountfef fullyaregistered Bonds,
without interest coupons, payable to the appropriate Re@istered Owner, assignee or
assignees, as the case may be, having any authorizedgdenomination or‘denominations
as requested in writing by the appropriate Registered Owner, aSsignee or assignees, as
the case may be, upon surrender of this Bond to‘the,Reqistrar for cancellation, all in
accordance with the form and procedures set forthin thenOrder. Among other
requirements for such assignment and tramsfer, thisyBond nust be presented and
surrendered to the Registrar, together with“proper. insttuments of assignment, in form
and with guarantee of signatures satisfa¢tery toithe ‘Registrar, evidencing assignment of
this Bond or any portion or portions hergef in“any authorized denomination to the
assignee or assignees in whosegname or names<this Bond or any such portion or
portions hereof is or are to be registered. The Form of Assignment printed or endorsed
on this Bond may be executed By the Registered’Owner to evidence the assignment
hereof, but such method#is not exclusive, and other instruments of assignment
satisfactory to the Registrar may he,used t@ evidence the assignment of this Bond or
any portion or portigs hereofy from<timeé to time by the Registered Owner. The
Registrar's reasonabley stamdard or customary fees and charges for assigning,
transferring, converting and exchangifg any Bond or portion thereof will be paid by the
District. In any Circumstance, any taxes or governmental charges required to be paid
with respect thereto shall be“paid by the one requesting such assignment, transfer,
conversion or exchafnge, as a condition precedent to the exercise of such privilege. The
Registfar'shall nat be required to make any such transfer, conversion or exchange of
any/Bond or any peition thereof (i) during the period commencing with the close of
business_efn anyhRecord Date and ending with the opening of business on the next
followmg principal or Interest Payment Date or (ii) within 45 calendar days prior to its
redemption date; provided, however, such limitation on transferability shall not be
applicablet@'an"exchange by the Registered Owner of the unredeemed balance hereof
in the event of its redemption in part.

WHENEVER the beneficial ownership of this Bond is determined by a book entry
at a securities depository for the Bonds, the foregoing requirements of holding,
delivering or transferring this Bond shall be modified to require the appropriate person
or entity to meet the requirements of the securities depository as to registering or
transferring the book entry to produce the same effect.
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IN THE EVENT any Registrar for the Bonds is changed by the District, resigns,
or otherwise ceases to act as such, the District has covenanted in the Order that it
promptly will appoint a competent and legally qualified substitute therefor, and cause
written notice thereof to be mailed to the Registered Owners of the Bonds.

THE BONDS are payable from the proceeds of a tax, without legal limit as to rate
or amount, levied upon all taxable property within the District. The Bond Order provides
that the pledge of taxes to the payment of the Bonds shall terminate at such time, if
ever, as money and/or direct obligations of the United Statestor obligations
unconditionally guaranteed by the United States in an amount sufficientte, defease the
Bonds is deposited with or made available to the Paying Agent/Registrar infaccordance
with the Bond Order.

THE BONDS are issued pursuant to the Bond Qr@er, whereunder the District
covenants to levy a continuing direct annual ad valoremgax, witho@it legallimit as to rate
or amount, on taxable property within the District, for eaeh ye@ar while any part of the
Bonds are considered outstanding under the provisions of the Bond QOfder, in sufficient
amount, together with revenues and receipts availablexrom<ethergSources which are
equally available for such purposes, to pay interest onthe Bonds as it becomes due, to
provide a sinking fund for the payment of the ‘principal of the, Bonds when due or the
redemption price at any earlier requirediyredemptionydate, to‘pay when due the other
contractual obligations of the District payallle in Whole oriin part from taxes, and to pay
the expenses of assessing and colle€ting such, tax;all as more specifically provided in
the Bond Order. Reference isfhereby made<ie the"Bond Order for provisions with
respect to the operation and maintenance @f thedDistrict’'s facilities, the custody and
application of funds, remedies in‘the event of'@ default hereunder or thereunder, and the
other rights of the registéred owners of the'Bonds. By acceptance of this Bond the
registered owner hereéf consents to“allpefsthe provisions of the Bond Order, a certified
copy of which is on filejin the @ffice of the District.

THE OBLIGATION toppay the principal of and the interest on this Bond is solely
and exclusiyely the obligationdef the District until such time, if ever, as the District is
abolished and this Bond is assumed as described above. No other entity, including the
State effiTexas,“any political subdivision thereof other than the District, or any other
public or private body, is obligated, directly, indirectly, contingently, or in any other
manner, togay'the principal of or the interest on this Bond from any source whatsoever.
No partiofithe physical properties of the District, including the properties provided by the
proceeds of the/Bonds, is encumbered by any lien for the benefit of the registered
owner of thisgBond.

THE DISTRICT RESERVES THE RIGHT to issue (i) additional bonds equally
secured by a pledge of taxes; (ii) bonds, notes, and other obligations of inferior liens;
and (iii) revenue bonds, payable solely from contracts with other persons, including
private corporations, municipalities, and political subdivisions to finance facilities needed
in performing any such contracts. Reference is made to the Bond Order for a complete
description of the right to issue additional obligations.
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TO THE EXTENT permitted by and in the manner provided in the Bond Order,
the terms and provisions of the Bond Order and the rights of the registered owners of
the Bonds may be modified with, in certain circumstances, the consent of the registered
owners of a majority in aggregate principal amount of the Bonds affected thereby;
provided, however, that, without the consent of the registered owners of all of the Bonds
affected, no such modification shall (i) extend the time or times of payment of the
principal of and interest on the Bonds, reduce the principal amount thereof or the rate of
interest thereon, or in any other way modify the terms of payment of the principal of or
interest on the Bonds, (ii) give any preference to any Bond over any other Bond, or (iii)
reduce the aggregate principal amount of the Bonds required for consenpto any such
modification.

THIS BOND shall not be valid or obligatory for any pufpose“@rbe entitled to any
benefit under the Bond Order unless this Bond eithér (a) is registered by the
Comptroller of Public Accounts of the State of Texas as evidencéd by execution of the
registration certificate endorsed hereon or (b) is authentiated as evidenced by
execution of the authentication certificate endorsed™ hereon 4y the Paying
Agent/Registrar.

IT IS HEREBY CERTIFIED, COVENANTED, AND REPRESENTED that all acts,
conditions, and things necessary to be done precedeént to,the issuance of the Bonds in
order to render the same legal, valid, and binding obligations of the District have
happened and have been accomplished and performed in regular and due time, form,
and manner, as required by lawj that provisionthas been made for the payment of the
principal of and interest on the Bonds by the lewy of a continuing, direct annual ad
valorem tax upon all taxable, property within the District; and that issuance of the Bonds
does not exceed any gonstitutional or statutory limitation. In the event that any
provisions herein contained dogor wouldggpresently or prospectively, operate to make
any part hereof void ofwoidable, such provisions shall be without effect or prejudice to
the remaining previsions_hereof, whi¢h shall nevertheless remain operative, and such
violative provigions, if any,shall be'reformed by a court of competent jurisdiction within
the limits ofthe laws of the Statefof Texas.
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IN WITNESS WHEREOF, the District has caused this Bond to be signed with the
manual or facsimile signature of the President or Vice President of the Board of
Directors of the District and countersigned with the manual or facsimile signature of the
Secretary or Assistant Secretary of the Board of Directors of the District, and has
caused the official seal of the District to be duly impressed, or placed in facsimile, on
this Bond.

SOUTH BUDA WATER CONTROL AND
IMPROVEMENT DISTRICT N@, 1

Secretary,
Board of Directors
[DISTRICT SEAL]
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PAYING AGENT/REGISTRAR’S AUTHENTICATION CERTIFICATE

It is hereby certified that this Bond has been issued under the provisions of the
Bond Order described in the text of this Bond; and that this Bond has been issued in
conversion or replacement of, or in exchange for, a Bond, Bonds, or a portion of a Bond
or Bonds of a series which originally was approved by the Attorney General of the State
of Texas and registered by the Comptroller of Public Accounts of the State of Texas.

& ative

| BOKF, NA
Paying Agent/Registrar
Dated:
By:
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ASSIGNMENT

For value received, the undersigned hereby sells, assigns and transfers unto

Please insert Social Security or Taxpayer

including zip code of Transféree)

the within Bond and all rights thereunder, irrevocably constitutes and
appoints attorney, to register the transfer
of the Bond on the books kept f ration thereofywith full power of substitution in
the premises.

Dated:

Signature Guarantee

NOTICE: Sig NOTICE: The signature above must
guaranteed 5 or correspond with the name of the
i registered owner as it appears upon
the front of this Bond in every
particular,  without alteration  of
enlargements or any change
whatsoever.

institu g in a securities
ecognized

pPregram.

Identification Number of Transferee
(Please print or typewrite name an ress
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STATEMENT OF INSURANCE

Assured Guaranty Municipal Corp. (“AGM”), New York, New York, has
delivered its municipal bond insurance policy (the “Policy”) with respect to the scheduled
payments due of principal of and interest on this Bond to BOKF, NA, Dallas, Texas, or
its successor, as paying agent for the Bonds (the “Paying Agent”). Said Policy is on file
and available for inspection at the principal office of the Paying Agent and a copy
thereof may be obtained from AGM or the Paying Agent. All payments required to be
made under the Policy shall be made in accordance with the provisi thereof. The
owner of this Bond acknowledges and consents to the subrogation ri of AGM as
more fully set forth in the Policy.
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