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CASE NO. ___________ 
 

GRACE COMMUNITY CHURCH-THE 
WOODLANDS, INC.  
 
 Plaintiff, 
 

v. 
 
SOUTHERN MONTGOMERY COUNTY 
MUNICIPAL UTILITY DISTRICT, 
 
BRUCE HARRISON, in his official capacity as 
President and Board Member for district 
 
TERRY DAVIS, in his official capacity as Vice-
President and Board Member for the District 
 
JOE ATKINSON, in his official capacity as 
Secretary and Board Member for the district 
 
CONNIE KAYLOR, in her official capacity as 
Assistant Secretary, Investment Officer, and 
Board Member for the District 
 
and 
 
GREG BELANGER, in his official capacity as a 
Board Member for the District 
 
 Defendants. 
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IN THE DISTRICT COURT OF 
 
 
 
 
 
 
 
 
 
 
 
 

_____ JUDICIAL DISTRICT 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

MONTGOMERY COUNTY, TEXAS 

 

GRACE COMMUNITY CHURCH’S ORIGINAL PETITION  

Plaintiff Grace Community Church-The Woodlands, Inc. (“Grace” or “Grace Church”) 

alleges as follows: 
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PRELIMINARY STATEMENT 

1. This action arises out of the Southern Montgomery County Municipal Utility 

District’s and the District’s Directors’1 (collectively, the “District”) efforts to unlawfully collect 

taxes from Grace Church, a religious institution, under the guise of “tap fees.” 

2. To be clear, there is no dispute that Grace should pay and is willing to pay tap fees 

reflecting the District’s actual costs to install a water tap and provide service to Grace.  But the 

District does not seek fees related to any of its actual costs incurred to install a water tap or provide 

service to Grace.  The District admits as much.  Rather, the District seeks to impose additional fees 

of more than three times its actual cost and that exceed the tap fees it collects from any other type 

of user, including for-profit commercial users. 

3. The District insists that these additional fees are justified because it cannot collect 

taxes from Grace since it is a tax exempt, religious organization.  But these fees are simply taxes 

by a different name. The District is attempting to replace taxes—that it would be able to collect if 

Grace were a taxable entity—with fees far in excess of those paid by any taxable user. 

4. Accordingly, the District’s attempt to impose these taxes on a non-taxable entity 

such as Grace, however those taxes are characterized, is unlawful. 

I. 

DISCOVERY CONTROL PLAN 

5. Grace intends to conduct discovery in this matter under Level 3 of Rule 190.4 of 

the Texas Rules of Civil Procedure.  Grace affirmatively pleads that the expedited actions process 

of Texas Rule of Civil Procedure 169 does not apply to this case because Grace seeks injunctive 

and declaratory relief. 

 
1 Consisting of Defendants Bruce Harrison, Terry Davis, Joe Atkinson, Connie Kaylor, and Greg Belanger. 



3 

6. In accordance with Texas Rule of Civil Procedure 47(c), Grace states that it seeks 

monetary damages of $250,000 or less, non-monetary relief (including injunctive and declaratory 

relief), attorney’s fees, costs, and pre- and post-judgment interest. 

II. 

PARTIES AND SERVICE OF PROCESS 

7. Plaintiff Grace Community Church-The Woodlands, Inc. is a Texas non-profit 

corporation organized under the laws of Texas and located in The Woodlands, Texas.   

8. Defendant Southern Montgomery County Municipal Utility District (the “District”) 

is a political subdivision of the State of Texas organized and operating pursuant to the provisions 

of Chapter 49 and 54 of the Texas Water Code and Section 59, Article XVI, of the Texas 

Constitution.  The District may be served through its president, Bruce Harrison, or secretary, Joe 

Atkinson, at 25212 I-45, Spring, TX 77386, or wherever either may be found.  See TEX. CIV. PRAC. 

& REM. CODE § 17.024(b). 

9. Bruce Harrison, in his official capacity only, is a member of the Board of Directors 

and the current President of the District.  As a member of the Board of Directors, Harrison manages 

the District and establishes and implements policies on behalf of the District residents.  Harrison 

may be served with process at 25212 I-45, Spring, TX 77386, or wherever he may be found. 

10. Terry Davis, in his official capacity only, is a member of the Board of Directors 

and the current Vice-President of the District.  As a member of the Board of Directors, Davis 

manages the District and establishes and implements policies on behalf of the District residents.  

Davis may be served with process at 25212 I-45, Spring, TX 77386, or wherever he may be found. 

11. Joe Atkinson, in his official capacity only, is a member of the Board of Directors 

and the current Secretary of the District.  As a member of the Board of Directors, Atkinson 
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manages the District and establishes and implements policies on behalf of the District residents.  

Atkinson may be served with process at 25212 I-45, Spring, TX 77386, or wherever he may be 

found. 

12. Connie Kaylor, in her official capacity only, is a member of the Board of Directors 

and the current Assistant Secretary and Investment Officer of the District.  As a member of the 

Board of Directors, Kaylor manages the District and establishes and implements policies on behalf 

of the District residents.  Kaylor may be served with process at 25212 I-45, Spring, TX 77386, or 

wherever she may be found. 

13. Greg Belanger, in his official capacity only, is a member of the Board of Directors 

of the District.  As a member of the Board of Directors, Belanger manages the District and 

establishes and implements policies on behalf of the District residents.  Belanger may be served 

with process at 25212 I-45, Spring, TX 77386, or wherever he may be found. 

III. 

JURISDICTION AND VENUE 

14. This Court has personal jurisdiction over the District as a political subdivision of 

the State of Texas located in Montgomery County, Texas. 

15. This Court has subject matter jurisdiction over this lawsuit because the amount in 

controversy exceeds the minimum jurisdictional limits of this Court and Grace requests declaratory 

and injunctive relief.  This Court also has jurisdiction over Grace’s federal claim pursuant to 42 

U.S.C. §§ 1983 and 1988.   

16. The District has no governmental immunity from the claims asserted in this Petition 

because Grace seeks declaratory and injunctive relief seeking the refund of illegally collected taxes 

and fees paid under duress, Nivens v. City of League City, 245 S.W.3d 470, 474 (Tex. App.–
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Houston [1st Dist.] 2007, pet. denied); because governmental immunity is waived for Grace’s 

claims under the Texas Religious Freedom Restoration Act, TEX. CIV. PRAC. & REM. CODE § 

110.008; and because governmental immunity is waived for Grace’s claims that the District’s rate 

order is unconstitutional or unlawful under Section 37.006(b) of the Texas Civil Practice and 

Remedies Code. Further, the District has no governmental immunity because it constitutes a person 

under 42 U.S.C. § 1983.  See Stratta v. Roe, 961 F.3d 340, 356 (5th Cir. 2020); see also Guar. 

Petroleum Corp. v. Armstrong, 609 S.W.2d 529, 531 (Tex. 1980). 

17. The District’s Directors, in their official capacity, have no governmental immunity 

from the claims asserted in this Petition for the same reasons that the District has no governmental 

immunity as stated above, and because the Petition also alleges that the Directors acted without 

legal or statutory authority in charging or collected the unlawful fees.  

18. Venue is proper in Montgomery County, Texas, pursuant to Texas Civil Practice 

and Remedies Code §§ 15.002(a) because a substantial part of the events giving rise to these claims 

occurred in Montgomery County, Texas.   

19. By reason of the foregoing, the Court has jurisdiction and venue over this action. 

IV. 

FACTUAL BACKGROUND 

Grace Church Is Exempt From Property Taxes. 

20. “Churches . . . do something more than occupy valuable . . . real estate”—they 

“serve the poor and homeless of poverty-stricken . . . areas, providing shelter, food for the hungry, 

and counseling.” First Baptist Church of San Antonio v. Bexar Cnty. Appraisal Rev. Bd., 833 

S.W.2d 108, 113 (Tex. 1992) (Cook, J., concurring).  By “minister[ing] to human and social needs 

which the state itself might and does to a greater or less extent undertake to satisfy,” churches thus 
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relieve the state “of its burden.”  River Oaks Garden Club v. City of Houston, 370 S.W.2d 851, 

855 (Tex. 1963) (quotation omitted).  To account for this reality, Texas has made a “decision to 

spare churches from the burden of taxation.”  First Baptist, 833 S.W.2d at 113 (Cook, J., 

concurring). 

21. Indeed, the property-tax exemption for churches and religious organizations is part 

of this State’s very fabric; the original Texas Constitution gave the Texas Legislature the option to 

“exempt from taxation . . . actual places of religious worship, [along with] any property owned by 

a church or by a strictly religious society for the exclusive use as a dwelling place for the ministry 

of such church or religious society, and which yields no revenue whatever to such church or 

religious society.”  TEX. CONST. art. 8, § 2.  The Legislature took that opportunity, exempting from 

property taxes all those that qualify as “religious organization[s].”  TEX. TAX CODE §§ 11.20(a), 

(c).   

22. Grace is emblematic of why that tax exemption exists.   

23. Grace is a longstanding part of the Montgomery County community, operating for 

18 years with a current membership of about 4,000, provides weekly Sunday worship services to 

approximately 2,000 plus another 800 on Wednesday night, and offers numerous, ongoing 

opportunities for its members to engage in religious exercise through the local community at its 

growing campus in Montgomery County. 

24. Grace is a pillar of its community and provides valuable services to Montgomery 

County residents through various ministries and outreach projects in the county and surrounding 

region to carry out Grace’s deeply held religious beliefs in ministry and evangelization. 

25. Grace uses its church buildings, and will use its new buildings served by the water 

tap in question, to engage in numerous weekly religious activities, including weekly services three 



7 

times on Sunday and on Wednesdays, prayer meetings, children’s ministries and youth programs.  

Moreover, it is from these buildings that Grace administers and directs its religious efforts 

worldwide, including hosting conferences for its domestic and international church plans, meetings 

for the missionaries Grace sends around the world, and even the writing, editing, and publication 

of its books, curricula, and other resources used by Christians across the country and around the 

world. 

26. Grace conducts multiple ministries out of the church buildings, including a mom’s 

support group; a monthly community-car-show outreach; the Grace Garage, which provides free 

car maintenance to single moms, widows, wives of deployed military, and families in need; a 

support and educational group for veterans and first responders; numerous prayer groups; a 

restoration recovery group; a foundations of the Christian faith class; conferences and events for 

our Grace International District; an ESL (English as a second language) class; marriage and family 

coaching; large men’s, women’s, young adults, youth, and children’s ministries with numerous 

events, Bible studies, and groups; a Financial Peace class; a Griefshare group; a freedom and 

deliverance seminar and supporting groups; a class for grandparents; Medicare classes for seniors; 

a cyber security class; an online-safety class; handy man classes; pastoral and ministry leadership 

training courses; community movie nights; and a ministry to encourage voting and to keep our 

congregation informed about various community and government issues.  The buildings are also 

used by various community groups free of charge. 

27. Grace believes it is called to evangelize and share God’s Word, as well as engage 

in ministry and serve others in God’s name, including through the various services and ministries 

it provides to the community. 



8 

Grace’s Expansion 

28. The original church property in Montgomery County was purchased in 2001.  The 

original church building was built in 2007.  As the church expanded, additions and other buildings 

were needed.  A children’s addition was added in 2019, and a small office addition was added in 

2021.  Now, Grace is completing a new office building for its church staff and the headquarters of 

its parent organization Grace International Churches and Ministries, Inc.  Grace will soon begin 

construction of a new 4,000 seat auditorium.  The church has needed water services for all these 

buildings and additions (collectively, the “Church”). 

29. The District is the local government entity responsible for operating water and 

wastewater services where the Church is located.  The District operates and maintains a water 

system to supply water to homes, businesses, and other end users in the area. 

30. If users need water services from the District’s system, they request that the District 

connect them to the District’s water system through a tap—the pipes connecting the District’s 

water system to end users.  The District installs all taps and seeks reimbursement for the installation 

costs from the user.  

31. The new office building and sanctuary required a new 8” water tap to connect the 

new church buildings to the District’s system to supply water to the Church.  This tap was 

necessary to provide water service to the Church for its expanded water usage.  It was also 

necessary to provide adequate water pressure in the new buildings to the fire suppression system 

required by the Montgomery County Fire Code (the “Fire Code”). 

32. Installing this new tap for the office building and sanctuary required running an 8” 

water line from one of the District’s water main lines running along the parkway in front of the 

Church to a new water meter installed at the Church.  The District’s main line runs between a 
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divided parkway.  Grace purchased and installed a water meter approved by the District for the 

project.   

33. As part of Grace’s development efforts in the area, Grace had previously 

constructed and installed significant amounts of infrastructure for other properties it was 

developing in the vicinity of the Church, but which are not related to the Church.  Grace installed 

all of it at Grace’s cost, giving it over entirely to the District to allow the District to generate future 

revenue from customers.  

34. The District installs all taps, including this 8” water tap, as it had done with the 

previous infrastructure Grace constructed for the District.  

35. Grace understood and agreed that it would need to pay for any actual costs to install 

this tap.  

The District’s Attempts To Extract Taxes from Grace Disguised As Fees 

36. Following the District’s instructions, Grace requested that the District install the 

needed water tap to the Church.  The District conditioned its response: unless Grace paid excessive 

fees far beyond the actual installation cost, the District would not install it.   

37. These fees were above and beyond any cost to the District that would be incurred 

for installing the tap.  Through months of discussions between Grace and the District, the District 

has sought additional fees based on several different and arbitrary calculations, all of which are 

more than double—and some more than quadruple—the actual cost to the District, and none of 

which relate to any actual costs the District will incur to provide service to Grace. 

38. The District made clear that the actual cost of labor, materials, and equipment to 

install the tap would not exceed $24,900.   
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39. When Grace requested that the District install the 8” water tap, the District first 

quoted Grace a tap fee of $61,500, consisting of the actual cost to install the tap, plus 150% of the 

actual installation cost.   

40. When Grace requested an explanation for why the fee was more than double the 

actual cost of installation, the District explained that it applied the rate charged to commercial 

entities.  Grace reminded the District that the Church is part of a tax-exempt religious institution, 

not a commercial business.   

41. In response to Grace’s concerns, rather than lowering the tap fee, in recognition of 

Grace’s tax exemption and the myriad intangible benefits Grace provides to the community as a 

religious institution, the District doubled down and quoted Grace a new tap fee of $147,938.85—

more than doubling the prior quoted fee—consisting of the actual cost of installation of $24,900, 

plus an additional fee of $123,038.85 the District claimed applied to non-taxable entities.   

42. This second quoted fee was, on its face, simply a substitute for taxes.  Recognizing 

that it forfeits tax revenue in the provision of services to non-taxable entities, like churches and 

other religious institutions, that are exempt from taxation, the District imposed a “fee” using the 

District’s tax rate of $0.16/$100 applied to the Montgomery County Appraisal District’s valuation 

of the Church—the exact same formula the District uses to calculate taxes.  Then, the District 

multiplied this by fifteen to replicate fifteen years of taxes on the Church.  But a revenue-

generating scheme intended to recover lost taxes, or designed to achieve the same ends as taxes, 

constitutes taxes, regardless of whether such a scheme is labeled a fee. 

43. In other words, the District refused to install the tap unless Grace paid fifteen years’ 

worth of taxes, up front. 
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44. Grace, as a non-taxable entity, of course objected to the payment of fifteen years of 

taxes as a condition for the District’s installation of a tap.   

45. Grace Church’s founder and senior pastor, Pastor Steve Riggle, attended the 

District’s March 2023 board meeting, raising his concerns about the District’s imposition of a tax 

masquerading as a fee on Grace.  The District’s attorney informed Pastor Riggle that the purpose 

of the tax qua fee is to ensure that taxpayers would not be burdened with paying for bonds used to 

finance the construction centralized water, sewer, and drainage facilities to service Grace.  But the 

District did not claim that any new facilities would need to be constructed or improved to service 

Grace.  Rather, it sought only to shift the burden of the repayment of existing bonds to the tax 

exempt, religious institution of Grace. 

46. Likely recognizing the blatant impermissibility of requiring a tax-exempt entity 

such as Grace to pay fifteen years of taxes as a condition for installing the tap, the District indicated 

once again that Grace could pay the tap fee for commercial businesses, $61,500—still over double 

any cost to the District to install the tap or provide service to Grace. 

47. Grace continued to question the inclusion of fees above and beyond any cost to the 

District, noting that such fees constituted impermissible taxes, and requested an explanation or 

basis for those additional fees.   

48. On May 8, 2023, counsel for Grace Church sent a letter to the District, again asking 

the District to reconsider the illegal taxes.  This letter warned that the fees violated the Texas 

Religious Freedom Restoration Act (“TRFRA”) and gave the District notice of the statutorily 

required 60-day period to cease its burden on the Grace’s and its members’ free exercise of 

religion.  See TEX. CIV. PRAC. & REM. CODE § 110.006(a) (detailing requirements of the 60-day 

notice). 
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49. The District acknowledged Grace’s letter and indicated it would reconsider the fees 

over the next two months.   

50. However, instead of reconsidering the fees, the District retaliated against Grace, 

raising the fee to $83,780, described as a “Capital Recovery Fee.”  See Ex. A, Capital Recovery 

Fee Calculation.  This third proposed tap fee was over three times greater any actual installation 

cost to the District.  Instead, the fee was equivalent to more than seven years of taxes.  This third 

fee also has no basis in the law, and instead was another effort by the District to collect taxes from 

a church. 

51. To justify this exorbitant fee, the District argued that it was permitted to impose 

such a fee for centralized facilities under Texas Water Code Section 49.212(d)(2)(B), which 

permits the District to recover actual costs to construct or improve centralized facilities in order to 

service a non-taxable entity if the District must finance the construction or improvements by tax 

supported revenue bonds.  Yet the District did not and does not need to construct or improve any 

centralized facilities to provide service to Grace.   

52. Like the first two fees, the third fee does not relate to any actual costs incurred as a 

result of providing a service to Grace.  Rather, the District’s calculation demonstrates that it is 

attempting to recoup a pro rata portion of the total capital cost of the District’s existing centralized 

facilities, including facilities constructed decades ago.  See Ex. A, Capital Recovery Fee 

Calculation.  This is precisely what taxes are for.  See TEX. WATER CODE ANN. § 49.107(a) 

(permitting the district to “levy and collect a tax for operation and maintenance purposes, including 

funds for planning, constructing, acquiring, maintaining, repairing, and operating all necessary 

land, plants, works, facilities improvements, appliances, and equipment of the district”). 
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53. The District nonetheless insisted that it was entitled to tax Grace, imposing fees 

above and beyond any actual costs it would incur for installing a tap or providing service to Grace. 

54. After months of discussion, the District’s refusal to install the tap unless Grace paid 

this tax put Grace in an untenable position.  Grace was nearing completion of the new office 

building and start of the new sanctuary, but Grace could not complete and occupy these new 

buildings without the tap.   

55. While there is existing water service to the Church, the existing water service 

provides insufficient water pressure to support its fire-suppression system.  Pursuant to the Fire 

Code, Grace could not occupy the new facilities until that fire suppression system was fully 

operational and the County inspected, approved, then provided a Certificate of Compliance 

permitting the building to be occupied. 

56. In other words, the District’s imposition of its tax-like fee scheme substantially 

burdened Grace’s free exercise of religion by preventing Grace from occupying its new office 

building—the locus of its local and international religious ministries—unless and until it paid a 

share of the total capital cost of the District’s existing centralized facilities.  See Elrod v. Burns, 

427 U.S. 347, 373 (1976) (“The loss of First Amendment freedoms, for even minimal periods of 

time, unquestionably constitutes irreparable injury.”). 

57. In August 2023, Grace informed the District of this issue, and indicated its 

willingness to pay the actual cost to begin installation of the tap to allow Grace to complete 

construction and occupy the Church, while allowing the District to reserve the right to impose 

additional fees if the parties or a court determined that any additional fees were lawful. 

58. The District refused.   
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59. Rather, the District, recognized its leverage and ability to prevent the completion 

and use of the Church, and insisted that Grace pay these unlawful taxes as a condition to occupy 

the Church.  

60. To complete, occupy, and use the new facilities for its intended religious exercise, 

Grace had no choice but to accede to the District’s demands under protest.  And in September 

2023, in order to have the tap installed to permit the use and occupancy of the new facilities, Grace 

paid the latest tap fee quoted by the District of $83,780, making clear that the payment was under 

protest and duress. 

61. Grace now seeks the return of these unlawful taxes disguised as fees along with the 

costs and fees to bring this suit. 

V. 

CAUSES OF ACTION 

COUNT I 

Declaratory Judgment 

62. Grace incorporates by reference the above paragraphs as if fully set forth herein. 

63. Under Chapter 37 of the Texas Civil Practice and Remedies Code, a person whose 

rights are affected by government action “may have determined any question of construction or 

validity arising under the instrument, statute, ordinance, contract, or franchise and obtain a 

declaration of rights, status, or other legal relations thereunder.”  TEX. CIV. PRAC. & REM. CODE § 

37.004. 

64. And a party that pays unlawful taxes or fees to a governmental entity under duress 

may recover those fees through a claim for declaratory or injunctive relief.  See Dallas County 
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Cmty. College Dist. v. Bolton, 185 S.W.3d 868, 876–79 (Tex.2005); see also Camacho v. 

Samaniego, 954 S.W.2d 811, 822 (Tex. App.— El Paso 1997, pet. denied).  

65. There is a real and substantial justiciable controversy between the District and 

Grace concerning the District’s imposition of unlawful fees and taxes.   

66. Accordingly, Grace seeks the following declarations of rights. 

A. The District’s Tap Fee Against Grace Is An Unlawful Tax. 

67. The tap fee imposed by the District is an unlawful tax to the extent it exceeds the 

actual cost to the District to install the tap.  

68. Governmental entities, including the District, are prohibited from levying property 

taxes on “religious organization[s].”  TEX. TAX CODE § 11.20(a).  Any fees or charges meant to 

recover lost taxes or designed to achieve the same ends as taxes are taxes.  See Lower Colo. River 

Auth. v. Chem. Bank & Tr. Co. (“LCRA”), 185 S.W.2d 461 (Tex. App.—Austin 1945), aff’d, 190 

S.W.2d 48, 49 (Tex. 1945) (holding that fees to property owners designed to achieve the same 

ends “as if such properties . . . had remained on the tax rolls” were impermissible taxes).  

Ultimately, Texas law is clear: if the “primary purpose of the fee is the raising of revenue, then the 

fee is a tax, regardless of the name given to the fee.” Gatesco Q.M. Ltd. v. City of Houston, 503 

S.W.3d 607, 616 (Tex. App.—Houston [14th Dist.] 2016, no pet.).  And any fee that exceeds the 

cost of regulation or government action is intended to raise revenue.  City of Houston v. Harris 

Cnty. Outdoor Advertising Ass’n, 879 S.W.2d 322, 329 (Tex. App.—Houston [14th Dist.] 1994, 

pet. denied) (finding permit fees against billboard owners constituted a tax because they generated 

revenue four times the cost). 

69. The tap fee imposed by the District on its face exceeds the cost of government 

action here—the installation of the tap.  Indeed, one iteration of the tap fee was equivalent to fifteen 
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years of taxes and the last iteration exceeds what Grace would pay in taxes over seven years if 

Grace were not a tax-exempt entity.  

70. Therefore, the tap fee constitutes an impermissible tax. 

71. The District and its Directors acted without legal or statutory authority in imposing 

this tax disguised as a tap fee, and Grace is entitled to a refund of the disputed amount. 

72. Further, the District’s tax-fee scheme is arbitrary.  Over the course of seven months, 

the District has insisted that Grace pay $61,500, the curiously specific amount of $147,938.85, 

$61,500 again, and, finally, $83,780 to install the water tap.  In each instance, the District provided 

a different calculation predicated on some formula meant to generate revenue to recover its capital 

costs—to justify its tax-fee scheme. Grace can have no confidence that the current water tap fee 

as billed is the correct calculation of the tax-fee scheme, nor can Grace confidently conclude, 

absent intervention by this Court, that the District will not change its mind yet again and impose 

yet another fee in lieu of taxes against Grace now or at some point in the future. 

73. Accordingly, Grace requests a declaration that the tap fee imposed by the District 

and paid by Grace is an unlawful tax to the extent it exceeds the actual cost to the District to install 

the tap, and Grace seeks a refund of its payment made under protest and duress. 

B. The Tap Fee Is Unlawful Under Texas Water Code § 49.212(d)(2)(B). 

74. The tap fee imposed by the District is unlawful and impermissible under Section 

49.212(d)(2)(B) of the Texas Water Code.   

75. The District contends that 49.212(d)(2)(B) of the Texas Water Code permits it to 

impose a tap fee of $83,780 unrelated to any actual cost of installing the tap.  The District calculates 

this fee by taking the total capital cost of the District’s system financed by bonds since 1970, 
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$23,450,542.00, multiplied by the portion of that system’s capacity the District expects the Church 

to use, 00.3%. 

76. Texas Water Code Section 49.212(d)(2)(B), permits the District to recover “actual 

costs . . . for facilities that are necessary to provide district services” to a nontaxable entity, such 

as Grace, “that are financed or are to be financed in whole or in part by tax supported or revenue 

bonds.”  TEX. WATER CODE ANN. § 49.212(d)(2)(B).  Accordingly, Section 49.212(d)(2)(B) 

permits only the recovery of actual costs that the District incurs that were necessitated by providing 

service specifically to the Church and that would need to be financed by tax supported bonds. 

77. For example, if the District was required to upgrade its facilities to accommodate 

including the Church in the District’s system, Section 49.212(d)(2)(B) may permit the District to 

recover the actual cost of those upgrades from the Church. 

78. Yet the District has not and does not need to incur any additional costs as a result 

of the inclusion of the Church in the District’s system other than the tap itself.  Indeed, even the 

District acknowledges that the Church will use less than 00.3% of the District’s system capacity.   

79. And the District’s fee calculation is expressly based on all capital costs incurred by 

the District since 1970.  The District cannot reasonably contend that costs incurred in 1970 or even 

2018—the most recent costs identified by the District on which it bases its fees—were necessitated 

by Grace’s request for a tap at the Church in 2022. 

80. Moreover, even if Section 49.212(d)(2)(B) permitted the recovery of a fee for past 

costs not necessitated by the Church, it permits only the recovery of costs “that are financed or are 

to be financed” by tax-supported revenue bonds.  TEX. WATER CODE ANN. § 49.212(d)(2)(B) 

(emphasis added).  Yet the District’s fee calculation shows that nearly all of the costs (83%) on 

which it is based were financed through tax-supported revenue bonds that have long been paid.  
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Indeed, some of those bonds were fully paid back in 1985.  Even though most of the costs have 

been long recovered from the District’s taxpayers, the District imposed its fee as a means to recoup 

them again through Grace Church.  

81. Accordingly, the fee imposed by the District is not permitted under Section 

49.212(d)(2)(B). 

82. The District acted without legal or statutory authority in imposing the tap fees, and 

Grace is entitled to a refund of those fees to the extent they exceed the actual cost to install the tap. 

83. Consequently, Grace requests a declaration that the tap fee imposed by the District 

and paid by Grace is not authorized by Section 49.212(d)(2)(B) of the Texas Water Code to the 

extent it exceeds the actual cost to the District to install the tap, and that Grace is entitled to a 

refund of its payment made under protest and duress. 

COUNT II 

Declaratory Judgment Under the Texas Religious Freedom Restoration Act 

84. Grace incorporates by reference the above paragraphs as if fully set forth herein. 

85. TRFRA applies to any act of any governmental authority and each law of this state 

and ensures that “a government agency may not substantially burden a person’s free exercise of 

religion [unless it] demonstrates that the application of the burden to the person . . . is in furtherance 

of a compelling governmental interest [and] is the least restrictive means of furthering that 

interest.”  TEX. CIV. PRAC. & REM. CODE §§ 110.003(a)–(b). 

86. By imposing an exorbitant tap fee—one that embedded fees unrelated to installation 

costs or any other costs incurred by the District—as a condition of to providing basic services to 

the Church, the District and its Directors violated TRFRA. 
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87. Indeed, even if that tap fee is somehow permitted (it is not) under Section 

49.212(d)(2)(B) of the Texas Water Code, then Section 49.212(d)(2)(B) violates TRFRA.  See 

TEX. CIV. PRAC. & REM. CODE ANN. § 110.002(c) (applying TRFRA to “each law of this state”). 

88. The District’s tap fee violates TRFRA because it places a real and substantial 

burden on Grace’s and its members’ free exercise of religion.   

89. The District’s fee forces Grace into a difficult zero-sum decision, as paying the 

District’s tap fee takes money away from ministries that Grace would otherwise provide.  The tap 

fee thus restricts Grace’s ability to provide services tied to the central tenants of Grace’s and its 

members’ faith, such as evangelism and serving the community in God’s name, resulting in a 

negative impact on Grace’s and its members’ ability to freely exercise their religion.  

90. That burden is unlawful, and the District cannot show a compelling governmental 

interest for it.   

91. First, the District’s justification (i.e., the purported compelling interest) for 

imposing its tax-fee scheme against Grace is in direct conflict with the announced interest of the 

State of Texas to relieve religious institutions from the very burden the District now seeks to 

impose against Grace.  On that basis alone, the District fails to articulate a compelling interest in 

violating the state’s policy against efforts by governmental entities like the District to recover fees 

in lieu of taxes against tax-exempt, religious institutions like Grace. 

92. Regardless, the only basis the District has provided for the tap fee is that it prevents 

taxpayers from bearing the burden of paying taxes on the bonds issued to construct water, sewer, 

and drainage facilities that also serve the Church.  Yet, as noted previously, Grace is willing to pay 

for any actual costs to install the tap, and the District is not constructing or improving any other 

water, sewer, and drainage facilities to serve the Church.  Therefore, this interest is not implicated 
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here, and imposing the District’s tap fee does not further that interest.  See Gonzales v. O Centro 

Espirita Beneficente Uniao do Vegetal, 546 U.S. 418, 431 (2006) (assessing claims of a compelling 

interest requires courts to look “beyond broadly formulated interests justifying the general 

applicability of government mandates and scrutinize[ ] the asserted harm of granting specific 

exemptions to particular religious claimants”); see also Barr v. City of Sinton, 295 S.W.3d 287 

(Tex. 2009). 

93. Nor is the fee imposed by the District—calculated as a portion of the total capital 

cost of all the District’s facilities since 1970—the least restrictive means of achieving that end.  

Rather, to prevent the taxpayers from bearing the burden of paying taxes to construct facilities 

necessitated by service to the Church, the District could simply request direct reimbursement from 

the Church for those costs as they are incurred.  See Burwell v. Hobby Lobby Stores, Inc., 573 U.S. 

682, 728 (2014) (“The least-restrictive-means standard is exceptionally demanding” and requires 

the government to show “that it lacks other means of achieving its desired goal without imposing 

a substantial burden on the exercise of religion”).  

94. Accordingly, Grace requests a declaration that the District’s tap fee violates 

TRFRA.  And to the extent this Court finds that the District’s tap fee is authorized by Section 

49.212(d)(2)(B) of the Texas Water Code, Grace seeks a declaration that Section 49.212(d)(2)(B) 

violates TRFRA.   

95. And because the District’s tap fee violates TRFRA, Grace further seeks a refund of 

its payment made under protest and duress. 

COUNT III 

First and Fourteenth Amendments — Free Exercise Clause 

96. Grace incorporates by reference the above paragraphs as if fully set forth herein. 
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97. This claim is brough pursuant to 42 U.S.C. § 1983, which authorizes a cause of 

action against any government official who deprives a person of a constitutional right while acting 

under the color of state law.   

98. The District Defendants are persons for the purposes of § 1983 and was acting 

under the color of state law at all relevant times alleged herein.   

99. The Free Exercise Clause of the First Amendment, made applicable to the states 

through the Fourteenth Amendment, prohibits any state action abridging the free exercise of 

religion. 

100. State action that substantially burdens religion in a manner that is not generally 

applicable or neutral to religious exercise is subject to strict scrutiny. See Fulton v. City of 

Philadelphia, 141 S. Ct. 1868, 1877 (2021). 

101. Government action lacks general applicability if it involves the government making 

“individualized” assessments and retaining “sole discretion” over the enforcement of a law. Id. at 

1877–78. 

102. Also, government action is neither neutral nor generally applicable if it "treat[s] any 

comparable secular activity more favorably than religious exercise.” Tandon v. Newsom, 141 S. 

Ct. 1294, 1296 (2021). 

103. The District’s tap fee violates the First Amendment’s Free Exercise Clause because 

it places a real and substantial burden on Grace’s and its members’ free exercise of religion.   

104. The District’s fee forces Grace into a difficult zero-sum decision, as paying the 

District’s tap fee takes money away from ministries that Grace would otherwise provide.  The tap 

fee thus restricts Grace’s ability to provide services tied to the central tenants of Grace’s and its 
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members’ faith, such as evangelism and serving the community in God’s name, resulting in a 

negative impact on Grace’s and its members’ ability to freely exercise their religion. 

105. The District’s tap fee is not neutral because it treats comparable secular activities 

more favorably than Grace’s religious activities.  Specifically, the District charges commercial 

entities $61,500 for a water tap fee, but it required Grace to pay $83,780 because of its status as a 

religious entity.   

106. The District’s tap fee is also not generally applicable because it is based upon an 

individualized assessment of Grace’s anticipated use of the District’s water system’s capacity.  

Further, the District retains the sole discretion to determine its tap fees, as demonstrated by the 

four arbitrary quotes Grace received from the District. 

107. The District’s tap fee fails strict scrutiny.   

108. The District’s justification (i.e., the purported compelling interest) for imposing its 

tax-fee scheme against Grace is in direct conflict with the announced interest of the State of Texas 

to relieve religious institutions from the very burden the District now seeks to impose against 

Grace.  On that basis alone, the District fails to articulate a compelling interest in violating the 

state’s policy against efforts by governmental entities like the District to recover fees in lieu of 

taxes against tax-exempt, religious institutions like Grace. 

109. Regardless, the only basis the District has provided for the tap fee is that it prevents 

taxpayers from bearing the burden of paying taxes on the bonds issued to construct water, sewer, 

and drainage facilities that also serve the Church.  Yet, as noted previously, Grace is willing to pay 

for any actual costs to install the tap, and the District is not constructing or improving any other 

water, sewer, and drainage facilities to serve the Church.  Therefore, this interest is not implicated 

here, and imposing the District’s tap fee does not further that interest.  See Gonzales, 546 U.S. at 
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431 (assessing claims of a compelling interest requires courts to look “beyond broadly formulated 

interests justifying the general applicability of government mandates and scrutinize[ ] the asserted 

harm of granting specific exemptions to particular religious claimants”); see also Barr, 295 S.W.3d 

at 306. 

110. Nor is the fee imposed by the District—calculated as a portion of the total capital 

cost of all the District’s facilities since 1970—the least restrictive means of achieving that end.  

Rather, to prevent the taxpayers from bearing the burden of paying taxes to construct facilities 

necessitated by service to the Church, the District could simply request direct reimbursement from 

the Church for those costs as they are incurred.  See Hobby Lobby, 573 U.S. at 728 (“The least-

restrictive-means standard is exceptionally demanding” and requires the government to show “that 

it lacks other means of achieving its desired goal without imposing a substantial burden on the 

exercise of religion”). 

111. Accordingly, Grace requests a declaration that the District’s tap fee violates the 

Free Exercise Clause.  And to the extent this Court finds that the District’s tap fee is authorized by 

Section 49.212(d)(2)(B) of the Texas Water Code, Grace seeks a declaration that Section 

49.212(d)(2)(B) violates the Free Exercise Clause.   

112. And because the District’s tap fee violates the Free Exercise Clause, Grace further 

seeks a refund of its payment made under protest and duress. 

VII. 

REQUEST FOR PERMANENT INJUNCTION 

113. Grace incorporates by reference the above paragraphs as if fully set forth herein. 

114. Grace has a probable right to recovery for the claims asserted in this pleading.  

Additionally, the harm that will result if a permanent injunction is not ordered is irreparable 
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because Grace cannot be compensated for the harm solely with money damages.  Without an 

injunction, the District will be able to impose unlawful taxes under the guise of fees on Grace and 

any other religious institution, subjecting them to additional injury. 

115. As a direct and proximate result of the District’s wrongful actions and planned 

future wrongful actions as alleged in this pleading, Grace’s free exercise of religion has been 

burdened and will continue to be burdened.  Injunctive relief is the proper remedy for the 

infringement of Grace’s religious liberties. 

116. Grace also has no other adequate remedy at law to prevent this irreparable injury. 

117. For the reasons stated in this pleading, Grace requests that, after a trial on the merits, 

this Court issue a permanent injunction prohibiting the District from imposing the tap fee or any 

other fee that exceeds the cost of services provided and ordering the refund of the tap fee already 

paid by Grace under protest and duress.  

VII. 

ATTORNEYS’ FEES 

118. Grace seeks the recovery of all reasonable attorneys’ fees under Sections 37.009 

and 110.005(a) of the Texas Civil Practice & Remedies Code and 42 U.S.C. § 1988(b).  

VI. 

REQUEST FOR JURY TRIAL 

119. Pursuant to Rule 216 of the Texas Rules of Civil Procedure, Grace requests a jury 

trial. 
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PRAYER 

For the above reasons, Grace respectfully requests that it be awarded: 

1. A declaration that the tap fee imposed by the District and paid by Grace is an 
unlawful tax and not authorized by Section 49.212(d)(2)(B) of the Texas Water 
Code to the extent it exceeds the actual cost to the District to install the tap of rights 
as set forth above; 

2. A declaration that  the acts of the District in imposing this fee violate TRFRA, or, 
alternatively, a declaration that Section 49.212(d)(2)(B) of the Texas Water Code 
violates TRFRA; 

3. A declaration that the acts of the District in imposing this fee violate the Free 
Exercise Clause of the First Amendment; 

4. A refund of the payment made by Grace to the District under protest and duress;  

5. A permanent injunction enjoining the District from imposing fees on tax-exempt 
organizations in excess of the actual costs of services provided;  

6. Reasonable and necessary attorneys’ fees and costs of court; and 

7. Such other and further relief as this Court may deem just and proper. 
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Dated: November 15, 2023 Respectfully Submitted,  

KING & SPALDING LLP 
 
/s/ Craig A. Stanfield   
Craig A. Stanfield 
State Bar No.  
Email:  
Chad E. Stewart 
State Bar No.  
Email:  
1100 Louisiana, Suite 4100 
Houston, Texas 77002 
Telephone: 713-751-3200 
Facsimile:   713-751-3290 
 
FIRST LIBERTY INSTITUTE 
 
David J. Hacker 
State Bar No.  
Email:  
Jeremy Dys 
State Bar No.  
Email:  
Ryan N. Gardner 
State Bar No.  
Email:  
2001 W. Plano Parkway, Suite 1600 
Plano, Texas 75075 
Telephone: (972) 941-4444 
Facsimile: (972) 941-4457 
 
Attorneys for Plaintiff Grace Community 
Church-The Woodlands, Inc. 

 



EXHIBIT A 
  



Capital Recovery Fee Calculation

July 2023

Bond Issue No. Item Cost Notes

1970 Water Plant No. 1, WWTP and on-site Lift Station 1,650,000$                            

Interest Rate 8.70286% at 15 years 1,950,490$                            

1972 Water Plant No. 1, WWTP and on-site Lift Station 240,000$                                

Interest Rate 4.95333% at 19 years 139,500$                                

1987 Sewage Treatment Plant Expansion 125,250$                                

Water Plant Modifications 40,000$                                  

Contingencies 16,525$                                  10%

Engineering 18,178$                                  11%

Non-Construction Costs 17,930$                                  % of projects

Interest Rate 8.3126% at 13 years 234,692$                                

1993 Dechlorination at WWTP 35,945$                                  

Contingencies 3,285$                                    9%

Engineering 4,313$                                    12%

Non-Construction Costs 4,193$                                    % of project

Interest Rate 5.5669% at 10 years                                1,405,982 

1998 Water Plant No. 2 1,120,000$                            

WWTP Upgrades 625,000$                                

Contingencies 165,775$                                9.5%

Engineering 261,750$                                15%

Non-Construction Costs 289,605$                                % of projects

Interest Rate 4.7231% at 15 years 463,261$                                

2004

Bond Refunding Interest Rate 3.641286% at 11 

years 478,395$                                refunded 1993 bonds

2009 Water Plant No. 3 3,920,028$                            

WWTP Rehab and Modifications 5,409,600$                            

Less Impact Fees (1,322,824)$                           

Less WWTP Participant Shares (1,286,532)$                           

Non-Construction Costs 807,728$                                

Interest Rate 5.274049% at 5 years 1,587,689$                            

2012

Bond Refunding Interest Rate 2.501521% at 3 

years 167,069$                                refunded 2004 bonds

2016

Bond Refunding Interest Rate 3.454333% at 5 

years 888,382$                                refunded 2009 bonds

2018 Elevated Tank 2 1,800,000$                            

Contingencies 360,000$                                20%

Engineering 270,000$                                15%

Land Costs for Elevated Tank 2 242,875$                                

Less Impact Fees (1,000,000)$                           

Non-Construction Costs 289,814$                                % of project

Interest Rate 2.955054% at 14 years 1,311,231$                            

2021

Bond Refunding Interest Rate 1.683137% at 16 

years 715,412$                                refunded 2012, 2016 bonds

23,450,542$                          Total Capital Cost

5878 Current System ESFCs

3,990$                                    Cost per ESFC
21 ESFCs requested

83,780$                                  Capital Recovery Fee

Notes:

1. Calculated per Texas Water Code §49.212(d)(2)(D).

2. Non-Construction costs include fees for legal services, financial advisor services, bond discount, capitalized interest, administration 

expenses, TCEQ bond issuance fee, Texas Attorney General fee, bond application report costs, and contingency.
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OFFICIAL STATEMENT DATED JANUARY 17, 20)8

IN THE OPINION OF BOND COUNSEL, THE BONDS ARE VALID OBLIGATIONS OF SOUTHERN
MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT, INTEREST ON THE BONDS IS EXCLUDABLE FROM
GROSS INCOME FOR FEDERAL INCOME TAX PURPOSES UNDER EXISTING LAW, AND THE BONDS ARE NOT
PRIVATE ACTIVITY BONDS. SEE "TAX MATTERS" HEREIN FOR A DISCUSSION OF THE OPINION OF BOND
COUNSEL.

The District designated the Bonds as "Qualified Tax-Exempt Obligations" for financial institutions. See "TAX MATTERS

- Qualified Tax-Exempt Obligations for Financial Institutions" herein.

NEW ISSUE—BOOK-ENTRY ONLY RATINGS: Underlying rating "Aa3" Moody's
CUSIP No. 843393 See "MUNICIPAL BOND RATING" herein

$3,330,000
SOUTHERN MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT
(A political subdivision of the State of Texas, located in Montgomery County, Texas)

UNLIMITED TAX BONDS
SERIES 2018

Dated: February 1,2018 Due: March I (as shown below)

Interest on the Bonds (the "Bonds" or the "Series 2018 Bonds") will accrue from February 1, 2018, and will be payable on

March 1 and September 1 of each year, commencing September 1, 2018. The Bonds will be initially registered and delivered only to

Cede & Co., the nominee of The Depository Tmst Company ("DTC") pursuant to the Book-Entry-Only System described herein.

Beneficial ownership of the Bonds may be acquired in denominations of $5,000 or integral multiples thereof. No physical delivery

of the Bonds will be made to the owners thereof. Principal of, premium, if any, and interest on the Bonds will be payable by the

Paying Agent/Registrar to Cede & Co., which will make distribution of the amounts so paid to the participating members ofDTC for
subsequent payment to the beneficial owners of the Bonds. See "BOOK-ENTRY-ONLY SYSTEM" herein. The initial Paying

Agent/Registrar is ZB, National Association, dba Amegy Bank, Houston, Texas. See "THE BONDS - Paying Agent/Registrar."

MATURITIES, AMOUNTS, INTEREST RATES AND PRICES
Principal
Amount

$175,000

$175,000

$200,000

$200,000

$200,000

$225,000

$225,000

Maturity

2024 (b)

2025 (b)

2026 (b)
2027 (b)
2028 (b)

2029 (b)

2030 (b)

Interest

Rate

2.250%

2.250%

2.375%

2.375%

2.500%

2.500%

2.750%

Yield to
Maturity(a)

2.25%

2.30%

2.40%

2.45%

2.50%

2.60%

2.75%

Principal
Amount

$250,000

$250,000

$250,000

$275,000

$275,000

$300,000

$330,000

Maturity

2031 (b)

2032 (b)

2033 (b)
2034(b)

2035 (b)
2036 (b)
2037 (b)

Interest

Rate

3.000%

3.000%

3.000%

3.000%

3.000%

3.000%

3.000%

Yield to
Maturitv(a)

2.80%

2.90%

3.00%

3.05%

3.10%

3.15%

3.20%

(a) The initial reoffering yields are established by and are the sole responsibility of the Undenvriter (hereinafter defined) and may be subsequently changed.

(b) The Bonds are subject to redemption in whole or from time to time in part, at the option of the District (hereinafter defined), on March 1, 2023,or on any date
thereafter, at a price equal to the par value thereof plus accmed interest from the most recent interest payment date to the date fixed for redemption. If less than
all of the Bonds are redeemed, the Bonds to be redeemed shall be selected, on behalf of the District, by the Paying Agent/Registrar, in its capacity as Registrar,
by lot or other customary method, in integral multiples of $5,000 in any one mahlrity (or by DTC in accordance with its procedures while the Bonds are in
Book-Entry-Only form). See "THE BONDS—Optional Redemption."

The proceeds of the Bonds will be used by Southern Montgomery County Municipal Utility District (the "District") to
finance certain water supply facilities, certain drainage facilities, and certain costs associated with the issuance of the Bonds. See

"USE OF BOND PROCEEDS." The Bonds, when issued, will constitute valid and binding obligations of the District and will be
payable from the proceeds of a continuing, direct, annual ad valorem tax, without legal limitation as to rate or amount, levied against

all taxable property within the District. See "THE BONDS - Source of and Security for Payment." The Bonds are obligations solely

of the District and are not obligations of the State of Texas, Montgomery County, the City of Houston, The City of Oak Ridge North,
or any entity other than the District. Neither the faith and credit nor the taxing power of the State of Texas, Montgomery County, The

City of Oak Ridge North, or the City of Houston, is pledged to the payment of the principal of or interest on the Bonds. The Bonds

are subject to certain investment considerations described under the caption "INVESTMENT CONSIDERATIONS."

The Bonds are offered when, as and if issued by the District, subject to approval by the Attorney General of Texas and the

approval of certain legal matters by Smith, Murdaugh, Little & Bonham L.L.P., Houston, Texas, Bond Counsel. Certain other matters

will be passed upon for the District by Sanford Kuhl Hagan Kugle Parker Kahn, LLP, Houston, Texas, Disclosure Counsel. Delivery

of the Bonds is expected through the facilities ofDTC on or about Febmary 15, 2018.



USE OF BOND PROCEEDS

Proceeds from the sale of the Bonds, along with other monies lawfully available to the District, will be used to finance:
(1) costs (including land costs) associated with a 500,000 gallon elevated storage tank; (2) four different drainage projects
located in the District; and (3) certain administrative and costs related to the issuance of the Bonds.

The Engineer has advised the District that the proceeds listed in the table below should be sufficient for the acquisition
of such facilities. The District's present estimate of the use of proceeds of the Bonds as approved by the TCEQ is as follows:

CONSTRUCTION COSTS: District's Share
Developer Contribution Items

None
District Contribution Items

500,000 Gallon Elevated Storage Tank $1,800,000
Maplewood Drive North Drainage $400,000
Maplewood Drive South Drainage $70,000

Nursery Road at 1-45 Drainage $187,000

Oakhurst Drive Underground Drainage $290,000
Contingencies $549,400
Engineering $429,660
Land Costs for Elevated Storage Tank Site $242,875

TOTAL CONSTRUCTION COSTS $3,968,935

LESS FUNDS AVAILABLE ($1,000,000)
NET CONSTRUCTION COSTS $2,968,935

NON-CONSTRUCTION COSTS:

Legal Fees $99,900
Fiscal Agent Fees $66,600
Bond Discount $48,144
Bond Issuance Expenses $46,360

Bond Application Report Costs $36,650
Attorney General's Fee $3,330

TCEQ Bond Issuance Fee $8,325

Contingency $51,756 (a)
TOTAL NON-CONSTRUCTION COSTS $361,065

TOTAL BOND ISSUE REQUIREMENT $3,330,000

(a) The TCEQ Order requires the District to designate any surplus bond proceeds resulting from the sale of the bonds at a lower interest
rate than the rate initially projected in the District's Bond Application to the TCEQ as a contingency line item in the Official Statement.
Such funds may be used by the District only in compliance with TCEQ Rules.
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OVmClAL STATEMENT DATED DECEMBER 17, 2008

W THE OPINION OF BOND COUNSEL, INTEREST ON THE BONDS IS EXCLUDABLE FROM GROSS INCOME FOR
FEDERAL INCOME TAX PURPOSES UNDER EXISTING LAW AND THE BONDS ARE NOT PRIVATE ACTTVTTY BONDS. SEE 'TAX
MATTERS" HEREIN FOR A DISCUSSION OF THE OPINION OP BOND COUNSEL, INCLUDING A DESCRIPTION OF ALTERNATFVE
MINIMUM TAX CONSEQUENCES FOR CORPORATIONS.

The District will designate the Bonds as "Qualified Tax-Bxempt Obligations" for financial institutions. See "TAX MATTERS - Qualified
Tax-Exempt Obligations for Financial Institutions" herein.

NEW ISSUE—BOOK-ENTRY ONLY RATING: <<Aa2" Moody's
CUSCT No. 843393 See "BOND INSURANCE", herein

$6,350,000
SOUTHERN MONTGOMERY COUNTY MUNICIPAL UTILITY DISTMCT

(A political subdivision of the State of Texas, located ia Montgomery County, Texas)
UNLIMITED TAX BONDS

SERIES 2009
Dated; January 1,2009 Due: March 1 (as shown below)

Interest on the Bonds (the "Bonds" or the Series 2009 Bonds") will accme from January 1, 2009, and will be payable on September 1 and
March 1 of each year, commencing September 1, 2009. The Bonds will be initially registered and delivered only to Cede & Co., the nominee of The
Depository Trost Company ("DTC") pursuant to the Book-Bntiy-CtaIy System described herein. Beneficial ownership of the Bonds may be acquired
in denominations of $5,000 or integral multiples thereof. No physical delivery of the Bonds will be made to the owners thereof. Principal of,
premium, if any, and interest on the Bonds will be payable by the Paying Agent/Registrar to Cede & Co., which will make distribution of die amounts
so paid to the participating members ofDTC for subsequent payment to (he beneficial owners of the Bonds. See 'THE BONDS - Book-Enfcy-Only
System" herein. The initial Paying Agent/Registrar is Wells Fargo Bank, National Association. See 'THE BONDS - Paying Agenl/Registrar."

The scheduled payment of principal of and interest on the Bonds when clue will be guaranteed under a financial guaranty insurance policy
to be issued concurrently with the delivery of the Bonds by Assured Guaranty Corp.

GtMRANTr
MATmUTIES, AMOUNTS, INTEREST RATES AND PRICES

Principal
Amount
$120,000
$125,000
$130,000

Maturil
2012
2013
2014

Interest
Rate

5.75%
5.75%
5.75%

Yield to
Matyritvfa)

3.00%
3.25%
3.50%

Principal

$140,000
$145,000

Maturil
2015
2016

Interest
Rate

5.75%
5.75%

Yield to
Mstantv(&}

3.75%
4.00%

$315,000 4.150% Term Bond Due March 1,2018 to Yield 4.15% (a) (b) (c)
$350,000 4.400% Term Bond Due March 1,2020 to Yield 4.40% (a) (b) (c)
$390,000 4.500% Term Boud Due March 1,2022 to Yield 4.50% (a) (b) (c)
$430,000 5.000% Term Bond Due March 1,2024 to Yield 4.65% (a) (b) (c)

' $735,000 5.000% Term Bond Due March 1,2027 to Yield 5.00% (a) (b) (c)
$855,000 5.125% Term Baud Due March 1,2030 to Yield 5.25% (a) (b) (c)

$1,010,000 5.200% Term Bond Due March 1,2033 to Yield 5.35% (a) (b) (c)
$760,000 5.250% Term Bond Due March 1,2035 to Yield 5.45% (a) (b) (c)
$845,000 5.250% Term Bond Due March 1,2037 to Yield 5.50% (a) (b) (c)

(a) The initial reoffering yields are established by and are the sole responsibility of the Underwriter (hereinafter defined) and may be subsequently
changed.

(b) The Bonds maturing on or after March.1,2017 are subject to redemption in whole or from time to time in part, at the option of the District (hereinafter
dejRned), on March 1, 2016, or on any date thereafter, at a price equal to the par value thereof plus accmed interest from the most recent interest

payment date to the date faced for redemption. If less than all of the Bonds are redeemed, the Bonds to be redeemed shall be selected, on behalf of the
District, by the Paying Agenl/Registrar, in its capacity as Registrar, by lot or other customary method, in integral multiples of $5,000 in any one
maturity (or by DTC in accordance with its procedures while the Bonds are in Book-Eatry-OnIy form). See 'THE BONDS—Optional Redemptiou."

(c) Subject to mandatory redemption as described herein. See 'THE BONDS-Mandatory Redemption."

The proceeds of the Bonds will be used by Southern Montgomery County Municipal Utility District (the "District"), to construct certain
improvements for the benefit of the District, and to pay certain issuance and administrative expenses. See "IJSE OF BOND PROCEEDS." The
Bonds, when issued, will constitute valid and binding obligations of the District and will be payable &om the proceeds of a continuing, direct, annual
ad valorem tax, without legal limitation as to rate or amount, levied against all taxable property within the District. See "THE BONDS - Source of
and Security for Payment." The Bonds are obligations solely of the District and are not obligations of the State of Texas, Montgomery County, the
City of Houston, or any entity other than the District. Neither the faith and credit nor the taxing power of the State of Texas, Montgomery County, or
the City of Houston, is pledged to the payment of the principal of or interest on the Bonds. The Bonds are subject to certain investment
considerations described under the caption "INVESTMENT CONSIDERATIONS."

The Bonds are offered when, as and if issued by the District, subject to approval by the Attorney General of Texas and the approval of
•certain legal matters by Smith, Murdaugh, Little & Bonham L.L.P., Houston, Texas, Bond Counsel. Certain other matters will be passed upon on
behalf of the District by Fulbright & Jaworski L.L.P., Disclosure Counsel. Delivery of the Bonds is expected through the facilities ofDTC on or
about January 27, 2009.



may result in the imposition of administrative, civil, and criminal penalties as well as injunctive relief under the Clean Water Act or
the Texas Water Code.

Operations of Utility Districts, including the District, are also potentially subject to requirements and restrictions under the
Clean Water Act regarding the use and alteration of wetland areas that are within the "waters of the United States." The District
must obtain a permit from the U.S. Army Corps of Engineers if operations of (he District require that wetlands be filled, dredged, or
otherwise altered.

USE OF BOND PROCEEDS

Proceeds from the sale of the Bonds along with certain of funds available to the District will be used to pay for (1) the costs
associated with Water Plant No. 3; (2) Wastewater Treatment Plant rehabilitation and modifications; (3) certain engineering, legal and
contingency costs associated with 1 and 2 above; (4) capitalized interest on the Bonds; and (5) costs related to the issuance of the
Bonds.

The Engineer has advised the District that the proceeds of the Series 2009 Bonds along with certain District cash on hand
from impact fees, surplus monies in the District Construction Fund, and capital contribution to be made from the City of Oak Ridge North
and Conroe Independent School District all as listed below should be sufficient for the acquisition of such facilities. The District's present
estimate of the use of proceeds of the Bonds as approved by the TCEQ is as follows:

CONSTRUCTION COSTS: Total Amount fa)

Water Plant No. 3 $3,920,028
Wastewater Treatment Plant Rehabilitation & Modifications _$5,4Q9,60Q

TOTAL CONSTRUCTION COSTS $9,329,628

FUNDS AVAILABLE FROM OTHER SOURCES:

Impact Fees ($1,322,824)
Surplus Construction Funds ($1,1 78,000)
City of Oak Ridge North & CISD WWTP Participation ^$1,286.532)

SUB-TOTAL OF OTHER AVAILABLE FUNDS f$3.787.356)

TOTAL CONSTRUCTION FUNDS REQUIRED: $5,542,272

NON-CONSTRUCTION COSTS:
Legal Fees (2.5%) $158,750
Financial Advisor Fees (2%) $127,000
Bond Discount (3%) ' $190,500
Capitalized Interest $242.117
Administration Expenses & Bond Issuance $31,603
TCEQ Bond Issuance Fee (0.25%) $15,875
Texas Attorney General Fee (0.1 %) $6,350
Bond Application Report Costs $30,000
Contingency (b) $5,533

TOTAL NON-CONSTRUCTION COSTS $807,728

TOTAL BOND AUTHORIZATION REQUIREMENT $6,350,000

(a) TCEQ rules require, with certain exceptions, that developers contribute to the District's construction program a minimum of
30% of the construction costs of certain system facilities; none of the facilities being financed with bond proceeds are
"developer contribution items" pursuant to TCEQ rules.

(b) The TCEQ Order requires that the District designate any surplus Bond proceeds resulting from the sale of the Bonds at a
lower interest rate than the rate initially projected in the District's Bond Application to the TCEQ as a contingency line item
in the Final Official Statement. Such funds may be used by the District only in accordance with the TCEQ rules.
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OFFICIAL STATEMENT DATED OCTOBER 27, 1998

Ratings: Standard & Poor's Corporation "AAA"
(See "Municipal Bond Insurance Policy" herein)

RSK.
FGIC is a registered service mark used by Financial Guaranty Insurance Company, a private
company not affiliated with any U.S. Government agency.

NEW ISSUE
THE ISSUANCE OF THE BONDS IS SUBJECT TO THE OPINION OF THE BOND COUNSEL TO THE EFFECT THAT INTEREST ON THE
BONDS IS EXEMPT FROM FEDERAL INCOME TAXES UNDER EXISTING STATUTES, REGULATIONS, PUBLISHED RULINGS AND
COURT DECISIONS.

THE DISTMCT WILL DESIGNATE THE BONDS AS "QUALIFIED TAX EXEMPT OBLIGATIONS" FOR FINANCIAL INSTFTUTIONS.

$3,150,000
SOUTHERN MONTGOMERY

COUNTY MUNICIPAL UTILITY DISTRICT
(A political subdivision of the State of Texas, located within Montgomery County)

WATERWORKS AND SEWER SYSTEM
COMBINATION UNLIMITED
TAX AND REVENUE BONDS

SERIES 1998
The above described bonds (the "Bonds") are obligations solely of Southern Montgomery County Municipal Utility District (the "District") and are not

the obligations of the State of Texas, Harris County or any entity other than the District.

The Bonds wiU be dated November 1, 19%; interest on tfae Bonds wffl be payable March 1 and September 1 of each year commencing March 1,1999
through the earlier of maturity or^redemption. The Bonds will be issued only as fully registered bonds^in the denomination of $5,000 pr aay fntegral multiple
thereof. Principal of the Bonds will be payable at the principal corporate trast office of Chase Bank of Texas, National Association, Dallas, TeXas (the "Paying
Agent/Registrar"). Interest on the Bonds will be payable by check or draft, datedasofthe interest payment date, and mailed by the Paymg Agent/Registrar to
registered holders as shown on the records of the Paying Agent/Registtar on the 15th calendar day of the month next preceding each interest payment date.

Payment of the principal of and interest on the Bonds when due wiU be insured by a municipal bond insurance policy to be issued by Financial Guaranty
Insurance Company ("FOIC") simultaneously with the delivery of the Bonds.

Amount

$ 25,000
$ 25,000
$ 25,000
$ 25,000
$ 50,000
$ 50,000
$ 50,000
$ 50,000
$ 75,000
$ 75,000
$ 75,000
$100,000

aturity

2000
2001
2002
2003
2004
2005
2006
2007
2008
2009(b)
2010(b)
201 l(b)

Interest
Rate

6.75%
6.75%
6.75%
6.75%
6.75%
6.75%
6.75%
6.75%
6.75%
4.25%
4,25%
4.25%

MATURITY SCHEDULE

Initial
Reoffering

Yield(a)
3.40%
3.50%
3.60%
3.70%
3.80%
3.90%
4.00%
4.05%
4.10%
4.15%
4,20%
4.25%.

(Due March 1)

Amount

$100,000
$100,000
$100,000
$100,000
$100,000
$100,000
$100,000
$350,000
$350,000
$350,000
$375,000
$400,000

Maturity
2012(b)
2013(b)
2014(b)
2015(b)
2016(b)
2017(b)
2018(b)
2019(b)
2020(b)
2021(b)
2022(b)
2023(b)

Interest
Rate

4.25%
4.25%
4,30%
4.40%
4.50%

4.65%
4.65%
4.70%
4.70%
4.25%
4.25%

Initial
Reoffering
Yidd(a)~

4.30%
4.35%
4.40%
4.50%
4.55%
4.65% .
4.70%
4.70%
4.75%

4.85%
4.90%

(a) Yidd has been calculated and furnished by the Underwriter and represents the initial offering yield to the public, which may subsequently be changed by
the Underwriter.

?<^s-?l?!u?a^ ?'? °F, aftelr March 1, 2009, are subject to redemption, at the option of the District prior to maturity a8 a whole or in part, on March 1,
2008, or on any date thereafter, at par plus accroed interest to the date of ledempdon. If less than ali of the Bonds are redeemed at any time, the Bonds to
be redeemed shall be selected by the District. The registered owner of any Bond, all or a portion of which has been called for redemption, will be required
to present same to the Paymg Agent/Registoar for paytteint of the redemption price on the portion of the Bond so called for redemption and for issuance of
a new Bond in the principal amount equal to the portion of such Bond not redeemed.

.S?.®??^' •w?el? issued> will constitute valid and binding obligations of the District, payable from the proceeds of a continuing, direct annual ad valorem
limitation as to rate or amount, levied against taxable property within the District and the net revenues, if any, of the District's System as

,.%LBOnds.are the.second issuance of $6,050,000 waterworks and sewer system combination unlimited tax and revenue bonds authorized at an election
for that purpose. Following the issuance of the Bonds, no bonds remain authorized but unissued. The Bonds are offered subject to prior

llastand.if isslled by_&e Distnct and accepted by the Underwater, subject to the approval of the Attorney General of Texas and approval of certain
:orsbie, P.C. of Austin, Texas; Bond Counsel. The Bonds are expected'to be available for defivery on or about November 24, 1998.



USE OF PROCEEDS

The Engineer had advised the District that the proceeds listed below should be sufficient for the acquisition of such facilitie

The District's present estimate of the use of proceeds of the Bonds is as follows: (1) construction of a new Water Plant No
(2) upgrades of the wastewater treatment plant; (3) the District's pro rata share of the improvements of Richards Road Storm Sei
(Phases I & II); (4) construction of Leafywood Drive sheet flow storm sewer; and (5) to pay certain issuance and administrative ec
associated with the sale of the Bonds.

CONSTRUCTION COSTS

Construction of Water Plant No. 2
Wastewater Treatment Plant Upgrades
Leafywood Drive Sheet Flow Storm Sewer
Richards Road Storm Sewer
Contingencies
Engineering

TOTAL CONSTRUCTION COSTS

AMOUNT (a)

$1,120,000
625,000
283,000
158,906
208,568
334,620

$2,730,094

I

NON-CONSTRUCTION COSTS

Bond Counsel (2%) $ 63,000
Financial Advisor Fees (2%) 63,000
Capitalized Interests (8 mos.) 99,333 (b)
Bond Discount (3%) 94,500
Administrative and Issuance Costs 35,031
Bond Issue Report 31,500
TNRCC Bond Issuance Fee (0.25%) 7,875
Contingency 25,667

TOTAL NON-CONSTRUCTION COSTS $ 419,906

TOTAL BOND ISSUE REQUIREMENT $3,150,000

(a) TNRCC rules require, with certain exceptions, that developers contribute to the District's construction program a minimum |
30% of the construction costs of certain system facilities. The District is exempt from the 30% developer contribution rule.

(b) In the TNRCC order approving the Bonds, the TNRCC directed that any surplus bond proceeds resulting from the sale of ttj
Bonds at a lower interest rate than that proposed, shall be shown as a contingency line item in the Official Statement and tlj
use of said funds shall be subject to approval pursuant to TNRCC rules regarding surplus funds. {
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OFFICIAL STATEMENT DATED MAY 5, 1993

NEW ISSUE Ratings: Standard & Poor's Corporation (AMBAC). . ."AAA"
Moody's Investors Service, Inc. (AMBAC). . ."Aaa"

(See "Municipal Bond Guaranty Insurance Policy" herein)

THE ISSUANCE OF THE BONDS IS SUBJECT TO THE OPINION OF THE BOND COUNSEL TO THE EFFECT THAT INTEREST ON
THE BONDS IS EXEMPT FROM FEDERAL INCOME TAXES UNDER EXISTING STATUTES, REGULATIONS, PUBLISHED RULINGS
AND COURT DECISIONS.

THE DISTRICT WILL DESIGNATE THE BONDS AS "QUALIFIED TAX EXEMPT OBLIGATIONS" FOR FINANCIAL INSTITUTIONS.

$2,900,000

SOUTHERN MONTGOMERY
COUNTY MUNICIPAL UTILITY DISTRICT

(A political subdivision of the State of Texas, located within Montgomery County)

WATERWORKS AND SEWER SYSTEM
COMBINATION UNLIMITED
TAX AND REVENUE BONDS

SERIES 1993
The above described bonds (the "Bonds") are obligations solely of Southern Montgomery County Municipal UtUity District (the "District") and

are not the obligations of the State of Texas, Harris County or any entity other than the District.

The Bonds will be dated May 1, 1993; interest on the Bonds will be payable March 1 and September 1 of each year commencing March 1,1994
through the earlier of maturity or redemption. The Bonds will be issued only as fully registered bonds in the denomination of $5,000 or any integral
multiple thereof. Principal of the Bonds will be payable at the principal corporate trust office of Ameritrust Texas National Association, Houston,
Texas (the "Paying Agent/Registrar"). Interest on the Bonds will be payable by check or draft, dated as of the interest payment date, and mailed by

the Paying Agent/Registrar to registered holders as shown on the records of the Paying Agent/Registrar on the 15th calendar day of the month next
preceding each interest payment date.

Payment of the principal of and interest on the Bonds when due will be insured by a municipal bond guaranty insurance policy to be issued by
AMBAC Indemnity Corporation simultaneously with the delivery of the Bonds.

Amount

$ 50,000
$ 50,000
$ 50,000
$ 50,000
$.75,000
$ 75,000
$ 75,000
$ 75,000
$ 75,000
$100,000
$100,000
$100,000

Maturity

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004(b)
2005(b)
2006(b)

Interest
Rate

7.50%
7.50%
7.50%
7.50%
7.50%
7.50%
7.50%
7.50%
7.50%
7.50%
7.50%
6.00%

MATURITY SCHEDULE
(Due March 1)

Initial
Reoffering

Yield(a)

3.50%
3.70%
3.90%
4.10%
4.30%
4.50%
4.70%
4.85%
5.00%
5.00%
5.15%
5.35%

Amount

$100,000
$125,000
$125,000
$150,000
$150,000
$150,000
$175,000
$175,000
$200,000
$200,000
$225,000
$250,000

Maturity

2007(b)
2008(b)
2009(b)
2010(b)
2011(b)
2012(b)
2013(b)
2014(b)
2015(b)
2016(b)
2017(b)
2018(b)

Interest
Rate

5.50%
5.50%
5.50%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%
5.00%

Initial
Reoffering
Yield(a)

5.50%
5.60%
5.65%
5.70%
5.70%
5.70%
5.70%
5.70%
5.70%
5.70%
5.70%
5.70%

(a) Yield has been calculated and furnished by the Underwriter and represents the initial offering yield to the public, which may subsequently be
changed by the Underwriter.

(b) Bonds maturing on or after March 1, 2004, are subject to redemption, at the option of the District, prior to maturity as a whole or in part, on
March 1, 2003, or on any date thereafter, at par plus accrued'interest to the date of redemption. If less than all of the Bonds are redeemed at any
time, the Bonds to be redeemed shall be selected by the District. The registered owner of any Bond, all or a portion of which has been called for
redemption, will be'required to present same to the Paying Agent/Registrar for payment of the redemption price on the portion of the Bond so
called for redemption and for issuance of a new Bond in the principal amount equal to the portion of such Bond not redeemed.

The Bonds, when issued, will constitute valid and binding obligations of the District, payable from the proceeds of a continuing, direct annual ad
valorem tax, without legal limitation as to rate or amount, levied against taxable property within the District and the net revenues, if any, of the
District's System as defined herein.

The Bonds are the first issuance of $6,050,000 waterworks and sewer system combination unlimited tax and revenue bonds authorized at an

election held within the District for that purpose. Following the issuance of the Bonds, $3,150,000 bonds authorized at said election will remain
unissued. The Bonds are offered subject to prior sale when, as and if issued by the District and accepted by the Underwriter, subject to the approval of
the Attorney General of Texas and approval of certain legal matters by Bill Corsbie, P.C. of Austin, Texas, Bond Counsel. The Bonds are expected to
be available for delivery on or about June 8, 1993.



USE OF PROCEEDS

Proceeds from the sale of the Bonds will be used to finance the construction costs of (1) certain storm seuer drainage
improvements and offsite drainage projects, (2) dechlorination equipment for the wastewater treatment plant, (3) the construction
of a new District office building, (4) the costs of engineering and survey fees associated with certain drainage studies, and
(5) to pay for certain easement acquisitions associated with the drainage work, and (6) to pay certain issuance and
actaiinistrative costs associated with the sale of the Bonds.

The Engineer had advised the District that the proceeds listed below should be sufficient for the acquisition of such
facilities.

The District's present estimate of the use of proceeds of the Bonds is as follows:

CONSTRUCTION^ COSTS; AMOUNT

Richards Road Trunk Storm Sewer
Vicksburg Trunk Stonn Seuer
Basswood Drive Sheetflow Channel
Gamewood Drive Trunk Storm Sewer
Offsite Channel Improvements
Special Engineering and Survey Study
Dechlorination at the District's

Wasteuater Treatment Plant
Easement Acquisition
District Office Building

$ 350,085
608,700
92.261

760,984
85,300
91,720

35,945
28,983
99,000

(a)
(b)

<c)

Subtotal S2.152,978
Contingencies 196,900
Engineering 259,000
Architectural 11.880

Total Construction Costs

NONCONSTRUCTION COSTS:

Legal Fees (2%)
Fiscal Agent Fees (2%)
Bond Discount (3%)
Administration Expense
TUC Bond Issuance Fee (0.25X)
Bond Application Report Costs (0.6%)

Total Nonconstruction Cost

TOTAL BOND ISSUE REQUIREMENT

(a) The District's share which is 56% of total cost less S25,000 cost of easement acquisition
($1,383,900 - $25,000 = $1,358,900 x 0.56 = $760,984)

(b) The amount shown represents the District's share (56%) of the total cost of this project.
(c) The amount shown represents the District's share (55.03%) of the total cost of this project.

$2,

$

s

$2.

,620,758

58,000
58,000
87,000
51,592
7,250

17.400

279,242

,900,000



QFFJGAL STATEMENT DATED OCTOBER 21.1987

The issuance of the Bonds is subject to the opinion of Bond Counsel as to the validity of the Bonds
and to the effect that interest on the Bonds is excludable from gross income for federal income tax
purposes and the Bonds are not "private activity bonds" under existing law. See "THE BONDS - Tax
Exemption" for a discussion of Bond Counsel's opinion, including a discussion of alternative minimum tax
consequences for corporations.

$610,000

SOUTHERN MONTGOMERY COUNTY MUNICIPAL UTILITY DISTRICT
(A political subdivision of the State of Texas,

located within Montgomery County)

UNLIMITED TAX AND REVENUE BONDS
SERIES 1987

The Bonds are obligations solely of Southern Montgomery County Municipal Utility District (the
"District") and are not the obligations of the State of Texas, Montgomery County or any entity other than
the District.

Dated: November 1, 1987 Denomination: $5,000

The Bonds will be dated November 1, 1987. Interest on the Bonds will be payable March 1 and
September 1 of each year commencing September 1, 1988. The Bonds will be issued only as fully
registered bonds in the denomination of $5,000 or any integral multiple thereof. Principal of the Bonds
will be payable at the principal corporate trust office of Texas Commerce Bank, National Association,
Houston, Texas, (the "Paying Agent/Registrar"). Interest on the Bonds will be payable by check or draft,
dated as of the interest payment date, and mailed on or before that date by the Paying Agent/Registrar to
the registered owners as shown on the records of the Paying Agent/Registrar on the 15th calendar day of
the month next preceding each interest payment date.

MATURITYSCHEDULE

Amount

$125.000
150,000

150,000

185,000

(Due

Maturity

1991
1992
1993
1994

March 1)

Interest
itate

7.25%

7.50

7.75

8.00

Initial
Reoffering

Yield (a)~

7.25%

7.50

7.75

8.00

(a) Yield has been calculated and furnished by the Underwriter, as defined herein, and represents the
initial offering yield to the public, which may subsequently be changed by the Underwriter.

The above described bonds (the "Bonds"), when issued, will constitute valid and binding
obligations of the District, payable from the proceeds of a continuing, direct annual ad valorem tax",
without legal limitation as to rate or amount, levied against all taxable'property within the District, and
further payable from and secured by a pledge of Surplus Net Revenues, if any, of the System.

The Bonds are the third issuance of $2,500,000 un'imited tax bonds authorized at an election held
within the District for that purpose. Following the issuance of the Bonds, none of the bonds authorized at
said election will remain authorized but unissued. The Bonds are offered subject to prior sale, when, as
and if issued by the District and accepted by the Underwriter, subject to the approval of the Attorney
General of Texas and approval of certain legal matters by Hutchison'Price Boyle & Brooks and Bill Corsbie,
P.C, co-bond counsel to the District ("Bond Counsel").

Delivery: When issued - anticipated on or about November 20, 1987
Bond Counsel: Hutchison Price Boyle & Brooks and Bill Corsbie, P.C, Austin, Texas



USE OF PROCEEDS

Proceeds from the sale of the Bonds will be used (!) to construct a sewer trunk line, sewer plant
improvements and water plant modifications; (ii) to pay engineering fees and contingencies associated
with such construction; (iii) to pay certain administrative costs and costs associated with the issuance of
the Bonds.

Putney, Moffatt, Easley (the "Engineer"), the District's consulting engineers, has advised the District
that the proceeds listed below should be sufficient for the acquisition of such facilities.

The District's present estimate of the use of the proceeds of the Bonds is as follows:

total

Construction Costs:
30-inch sanitary sewer trunk line $293,625
Sewage Treatment Plant Expansion 125,250 (a)
Water Plant Modifications . 40,000 (a)
Contingencies 45,925 (a)
Engineering 50,500

Total Construction Costs

Non-Constructjon Costs:
Legal Fees $ 12,200
Fiscal Agent Fees 12,200
Bond Discount (assumed at 3%) 17,873
Printing of Bonds and Official Statement 8,767
Engineer's Report 3,660

Total Non-Construction Costs $ 54,700

Total Bond Issue Requirement $610,000

(a) The TWC order authorizing the issuance of the Bonds directed the District to escrow these funds
pending receipt and approval of plans and specifications.
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