















































































































































































































































































































































or your agents or advisors infringes or violates the intellectual property rights of a third party; except in either case, to the
extent such Losses are judicially determined to result from gross negligence or willful misconduct of Ratings Services.

Confidential Information. For putposes of this Agreement, “Confidential Information” shall mean information that you
.or your agents or advisors have provided to Ratings Services and, in a specific and particularized manner; have marked or
otherwise indicated in writing that such information is “Proprietary and Confidential,” Notwithstanding the foregoing,
nformation disclosed by you or your agents or advisors to Ratings Services shall not be deemed to beConfidential
Informiation, and Ratings Services shall have no obligation to treat such information as Confidential Information, if such
information (i) was known by Ratings Services or its affiliates at the tinie of such disclosure and was niot known by
Ratings Services to be subject to a prohibition on disclosure, (ii) was known to the public at the time of such disclosure,
(iii) becomes known to the public (other than by an act of Ratings Services or its affiliates) subsequent to such
disclosure, (iv) is disclosed to Ratings Services or its affiliates by a third party subsequent to such disclosure and Ratings
Services reasonably believes that such third party’s disclosure to Ratings Services or its affiliates was not prohibited, (v)
is developed independently by Ratings Services or its affiliates without reference to the Confidential Information, (vi) is
approved in writing by you for public disclosure, or {vii) is required by law or regulation to be disclosed by Ratings.
Services or its affiliates or publicly disclosed by you.

Ratings Services” Use of Information. Except as otherwise provided herein, Ratings Services shall not disclose Confidential
Information to third parties. Ratings Services may use Confidential Information to assign, raise; lower, suspend, place on
CreditWatch, or withdraw a rating, and assign or revise an Outlook, and may share Confidential Information with its
affiliates engaged in the ratings business, provided that, in each case, the Confidential Information is not presented publicly
in a way that can be attributed to you and such affiliates are bound by appropriate confidentiality obligations. Ratings
‘Services may also use, publish and share Confidential Information with any of its affiliates or agents engaged in the ratings
or other financial services businesses who are bound by appropriate confidentiality obligations (“Relevant Affiliates and
Agents™), for modelling, benchmarking and reseatch purposes, provided that, in each case, Confidential Information is not
presenited publicly in a way that can be attributed fo you. With respect to structured finance ratings not maintained ona
confidential basis, Ratings Services may publish data aggregated from Confidential Information, excluding data that is
specific to-and identifies individual debtors (“Relevant Data”), and share such Confidential Information with any of its
Relevant Affiliates and Agents for general market dissemination of Relevant Data; you confirm that, to the best of your
knowledge, there are no third parties whose rights would be adversely affected by any such publication. Ratings Services
and its affiliates reserve the right to use, publish, disseminate, or license others to use, publish or disseminate any non-
Confidential Information provided by you, your agents or advisors.

Ratings Services Not an Expert. Underwriter or Seller under Securities Laws. Ratings Services has not consented to and

will not consent to being named an “expert” or any similar designation under any applicable securities laws or other
regulatory guidance, rules or recommendations, including without limitation, Section 7 of the U.S. Securities Act of
1933. Ratings Services is not an “underwriter” or “seller” as those terms are defined under applicable securities laws or
other regulatory guidance, rules or recommendations, including without limitation Sections 11 and 12(a)(2) of the U.S.
Securities Act of 1933, Rating Services has not performed the role or tasks associated with an “underwriter” or “seller”
under the United States federal securities laws or other regulatory guidance, rules or recommendations in connection with
“this engagement.

Office of Foreign Assets Control. Neither you nor the issuer (if you are not the issuer) is subject to economic, trade, or
transactional sanctions imposed by the United States Government or any state government. None of you, the issuer (if
you are not the issuer), or any of your or the issuer’s owners, directors, officers, employees, or group Companies appears
on any list of known or suspected terrorists, terrorist organizations or other prohibited persons maintained by any agency
of the United States Government or of any other jurisdiction in-'which you or the issuer or any of your or the issuer’s
group of companies are doing business, inchuding but not limited to the List of Specially Designated Nationals and
Blocked Persons maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury, Neither you
nor the issuer (if you are not the issuer) is owned or controlled, direcﬂy or indirectly, by any entity subject to such
sanctions or appearing on such lists. For so long as this agraement is in effect, you will promptly notify Ratings Services
if any of these circumstances change.

Ratings Services” Use of Confidential Ratings. Ratings Services may use confidential ratings in its analysis of the debt
issued by collateralized debt obligation (CDO) and other investment vehicles. Ratings Services may disclose a
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confidential rating as a confidential credit estimate to the managers of CDO and similar investment vehicles. Ratmgs
Services may permit CDO managers to-use and disseminate ctedit estimates on a limited basis and subject to various
restrictions; however, Ratinigs Services cannot control any such use or dissemination.

Entire Agreement. Nothing inthis Agreement shall prevent Ratings Services from acting in accordance with applicable
laws, regulations and Ratings Services” policies as published from time to time. Subject to the prior sentence, this
Agreement constitutes the complete and entire agreement between the paities regarding its subject matter. The terms of
this Agreement supersede any other terms and conditions relating to information provided to Ratings Services by you or
your agents and advisors, including without limitation, terms and conditions of websites through which you of your
agents and advisors make such information available to Ratings Services, and such terms and conditions shall not apply
o Ratings Services.

Limitation on Damages. Ratings Services does not and cannot guarantee the accuracy, completeness; or timeliness of the
information relied on in connection with a rating or the results obtained from the use of such information. RATINGS
SERVICES GIVES NO EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. Ratings
Services, its affiliates or third party providers, or any of their officers, directors, shareholders, employees or agents shall
not be liable to you, your affiliates or any person asserting claims on your behalf, directly or indirectly, for any
inaccuracies, errors, or omissions, in each case regardless of cause; actions, damages (consequential, special, indirect,
incidental, punitive, compensatory, exemplary or otherwise), claims, liabilities, costs, expenses, legal fees or losses
(including, without limitation, lost income or lost profits and opportunity costs) in any way arising out of or relating to
the rating provided hereunder or the related analytic services even if advised of the possibility of such damages or other
amounts except to the extent such damages or other amounts are judicially determined to result from gross negligence or
willful misconduct of Ratings Services.  In furtherance and not in limitation of the foregoing, Ratings Services will not
be liable to you, your affiliates or any person asserting claims on your behalf in respect of any decisions alleged fo be
made by any person based on anything that may be perceived as advice or recommendations. In the event that Ratings
Services is nevertheless held liable to you, your affiliates, or any person asserting claims on'your behalf for monetary
damages under this Agreement, in no event shall Ratings Services be liable in an aggregate amount in excess of threé
times the aggregate fees paid to Ratings Services for the rating giving rise to the cause of action during the twelve-months
preceding the date the alleged claim has arisen, up to a maximum of US$1,000,000 except to the extent such limitation is
unenforceable by law. The provisions of this paragraph shall apply regardless of the form of action, damage; claim,
‘Hability, cost, expense, or loss, whether in contract, statute, tort (including, without limitation, negligence), or otherwise,
Neither party waives any protections, privileges, or defenses it may have under law, including but not limited to, the First
Amendment of the Constitution of the United States of America.

Termination of Agreement. This Agreement may be terminated by either party at any time upon written notice to the
other party. Except where expressly limited to the term of this Agreement; these Terms and Conditions shall survive the
termination of this Agreement.

No Third-Party Beneficiaries. Nothing in this Agreement, or the rating when issued, is intended or should be construed
as creating any rights on behalf of any third parties, including, without limitation, any recipient of the rating. No person
is intended as a third party beneficiary of this Agreement or of the rating when issued.

Binding Effect. This Agreement shall be binding on, and inure to the benefit of, the parties hereto and their successors and
assigns.

Severability. In the event that any term or provision of this Agreement shall be held to be invalid, void, or unenforceable,
then the remainder of this Agreement shall not be affected, impaired, or invalidated, and each such term and provision
shall be valid and enforceable to the fullest extent permitted by law.

Amendments. This Agreement may not be amended except in a writing signed by authorized representatives of both parties.

Governing Law. This Agreement and the rating letter shall be governed by the internal laws of the State of New York.
The parties irrevocably agree that the state and federal courts of New York located in the County of New York shall be
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the exclusive forums for any dispute arising out of or relating to this Agreement and the parties hereby consent to the
personal jurisdiction of such courts.
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City of Pilot Point, Texas

Gredit Profile

18$.685 mil Tax Notes, Seties Z010, dated 09/15/2010, due 08/15/2017

L.ong Term Rating Ax/Stable New
Outstanding General Obligation Refunding Bonds, Series 2018

{ong Term Rating A+fStable Affirmed
Rationale

Standard 8 Poor’s Ratings Services assigned its *A+’ rating to Pilot Point, Texas’ series 2010
tax notes. At the same time, Standard & Poor’s affirmed its ‘A+’ rating on the city’s series
2010 general obligation refunding bonds. The outlook on all ratings is stable.

The rating reflects our view of the city’s:

# Very strong financial position,

= Good income levels, and

= Access to the deep and diverse economy of the Dallas MSA,

The preceding credit strengths are offser in part by our view of the city’s moderately high
overall net debt burden as a percent of market value,

The bonds and the notes are secured by an anmal ad valorem tax within the limits
prescribed by law levied on all taxable property within the city. Tax note proceeds will be used
to fund the construction of various public works.

The City of Pilot Point {population 5,047} encompasses approximately 34 square miles in
Denton {‘{AAA’ underlying rating, or SPUR) and Grayson counties {{A+’ SPUR), about 53
miles north of downtown Dallas {{AA+° SPUR}. The City of Pilot Point is just minutes from
the City of Denton, where both the University of North Texas and Texas Woman’s University
are located, providing additional econornic stability. The city is served by Pilot Point
Independent School District (*A+ issuer credit rating}. Pilot Point’s local economy is based



Pilot Point. Texas

largely in agriculture and ranching. Primary employers in the city include Pilot Point Independent
School District {215 employees), Empire Fabrications {120}, and Point Bank (70). Despite the fact that
the city has not seen any major business closings or large layoffs, the city has reduced its staffto a
reported bare minimum in order to cut costs. The unemiployiment rate for Denton County is relatively
low at 7.6% as of June 2010, compared with the state’s.rate of 8.5% for the same time, The local
residential market has remained relatively stable in recent years, with minimal foreclosure activity; and
theaverage home price has beld steady at approximately $118,000, Because very few vacant lots are
avaitable within the city, officials reportedly hope to add lots to attract additionial city development.
Pilot Point’s median household effective buying income s, in our view, good at 109% and 107% of the
state:and nation, respectively.

Pilot Point’s assessed value {AV) increased about 13% from fiscal 2007 to $202.3 million in fiscal
2009. AV for fiscal 2010, however, declined by approximately 2.9% to about $196.4 million, which
city offictals attribute to the effects of the economic downturn, The city's certified fiscal 2011 AV
dropped as well to $187.9 million. There is no concentration in the tax base, with the 10 leading
taxpayers accouniting for about 7.3% of AV for fiscal 2011. Market value is adeguate at $37,231 per
capita.

The ¢ity's financial position is very strong, in our view: Following two years of drawdowns on the
¢ity’s general fund balance, the city ended fiscal 2009 with a surplus of approximately $434.295,
bringing the city’s unreserved general fund balance to approximately $550,000, or a very strong 19%
of operational expenditures. City officials plan to build the city’s unreserved general fund balance to
22%-of operations by the end of fiscal 2011, and by fiscal 2012 ultimately reach the city’s reserve
policy of three months’ operating expenses or 25% of expenditures: Sales tax revenues declined by
about 19% between fiscals 2008 and 2009. And despite a shortfall in budgeted sales tax revenues for
fiscal 2010, the city anticipates an additional surplus in the general fund for the year, noting that sales
tax revenués have improved in the past three months. City officials planto adopt & balanced budget for
fiscal 2011, The city levies a property taxrate of 64 cénts per $100-of AV for fiscal 2010,

Pilor Point’s management practices are considered “standard” under Standard & Poor’s Financial
Management Assessment (FMA) methodology, indicating the fisanice department maintains adequate
policies irrsotie, but sotall, key areas, Key practices include conservative budgeting, quarserly reports
to the council regarding year-to-date progress related to revenues and expenditures, and a formalgoal
of maintaining three months’ operating expenditiires in reserve. Management currently lacks
formalized policies in the areas of long-térm financial planning, long-term capital planning, and debt
managetnent.

Including the carrent issuaice, the city's'overall net debt burden is moderately high; in.our view, at
about 7.8% of market value for fiscal 2011, ora moderate $2,920 per capita, Debt service carrying
charges for fiscal 2009 were 18% of expenditiires. Amortization of the ¢igy’s debt burden is rapid, with
approximately 93% of the total debt burden retiring over the next 10 veats, and all debrcurrently
scheduled to rerire by 2022, We understand the city has no addisional debt plans at this time.

Outlook

The stable cutlook reflects onr expécation that city officials will remain committed to the maintenance
of the cley’s healthy financial reserve levels. The outlook also reflects our opinton that the ¢ity will
continue to benefit econormically from its proximity to the Denton MSA.
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Related Criteria And Research
USPF Criteria: GO Debt; Oct. 12, 2006
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Copyright by Standard & Poor's Financial Services LLC {S&F) a subsidiary of The McGraw-Hill Gompanigs, Inc, Al rights reserved. No
patt ¢t this information may be reproduced o distributed in any form or by any means, or stored in 2 database or retrieval system,
without the prior written permission of S&P. S&P, its affiliates, and/or their third party providers have exclusive propristary rights in the
information, including ratings, credit related analyses and data, provided herein.

This information shall not be used for any unlawful or unauthorized purposes. Neither S&P, nor its atfiliates, nor their third panty
providers guarantee the accwrecy, completeness, timeliness or availability of any information, S&P, its-affiliates or their third panty
providers and their directors, officers, sharcholders, emplovess or agents are not responsible for any erors o7 omissions or for the
results obtained from the use of such information. S&P, TS AFFILIATES AND THEIR THIRD PARTY PROVIDERS DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED T0, ANY WARRANTIES OF MERCHANTABILITY 08 FITNESS FOR
A PARTICULAR PURPOSE ORUSE. Inno event shall 3&P, its affitiates or their third party providers and their difectors, officers,
shateholders, emplovess or agents be liable 1o any party for any direct, indirest, incidental, exemplary, compensatory, punitive, spacial
or consequential damages. costs, expenses, legal fees; or Josses lincluding, without limitation, lost income ot fost profits and
opportunity costs}in connection with any tse of the information contained herein even if advised of the passibility of such damages.

The tatings and credit related anelyses of S&P and its affiliates and the observations contained hereln are stetements of opinion a5 of
the date they are expressed and not statements of fact or recomimendations to purchase, hold, or self any sscurities or make any
investment decisians.

S&P assumes no ohligation to update any information following publication. Users of the information contained herein should not rely
on any of it inmaking any investrment decision. S&'s opinions and analyses do not address the suitability of any security. S&P does
notact as a “fiduciaty” or an investment advisor. While S&P has obtained information from sources it believes to be reliable, S&P does
not pedom an audit and undertakes no dutyof due diligence or independent verification of any information it receives. S&F keeps
certain activities of its business units separate from each other in order o preserve the independence and objectivity of each of these
activities.

As 8 result, certain business units of S&P may have information that is not available to other S3P business units. S&P bas established
policies and procedures to maintain the confidentiality of certain non-public information received in cannection with each analytical
process.

S&P's Hatings Services business may receive compensation for its ratings and credit related anglyses, normally from issuers o
underwriters of securities or from obligors. S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and
analyses are made available op its Web sites, www standerdandpoors.com {free of charge) and www ratingsditect com {subscription),
and may be distibuted through other means, including via S&P publications and third panty redistritutors. Additional information about

our ratings fees is availeble at www standandandpotis com/ustatingsfess.

Standard & Poor's uses billing and contact data collested from subscribers for billing and order fulfiliment purposes, and ocgasionally to
inform substribers about products or services from Standard & Poor's, its affifiates, and reputeble thitd parties thet may be of interast to
them. All subscriber billing and contact data collested s stored ina secure datebase in the U.S. and access Is limited 1o authorized
pEISORS.

i you would prafer not to have your information used as outlined inthis notice, if you wish to review your information for sccuracy, or
for more information on our privacy practices, please call us at {11 212-438-7280 or wiite to us at privacy@standardandpoors.com, For
more information about The MeGraw-Hill Companies’ Customer Privacy Policy please visit wanw sintravehill com/privacy il

Permissions: To repring, iranslate, or quote Standard & Poor's publications, contact: Client Services, 55 Water Street, New Yerk, NY
10041; {1} 212-438-9823; or by emal to; research_raquest@standardandpoors.com.
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Blanket Issuer Letter of Representatlons
[Tobe Completed by lssuer]

CITY OF PILOT POINT, TEXAS

[Name of Issuer]

May 13, 1996
[Date}

Attention: Underwriting Department — Ehglblhty

- The Depository Trust Company
55 Water Street; 50th Floor
New York, NY 10041-0099

Ladies and Gentlemen:

This letter sets forth our understanding with respect to all issues (the “Securities”) that Issuer-
shall request be made eligible for deposit. by The Depository Trust Company (“DTC”).

To induce DTC to accept the Securities as eligible for deposit at DTC, and to act in accordance
with DTC’s Rules with respect to the Securities, Issuer represents to DTC that Issuer will comply
with the requirements stated in DTC’s Operational Arrangements, as they may be amended from

time to time.

Note:

Schedule A contains statements that DTC believes
accurately describe DTC, the method of eff book-
entry transfers of securities distributed through C,and
certam related matters. »

Received and Accepted:

Very truly yours,

City of Pilot Point, Texas
(Issuer)

By:

(Authorifed Officer’s Signature)

Carolyn Boerner, City ‘Administrator
(Typewrite Name & Title)

100 East Main

(Street Address)

Pilot Point, Texas 76258

THE DEPOSITORY TRUST COM
| é m

(City) (State) (Zip)
(214) 686-2127
(Phone Number)




SCHEDULE A

SAMPLE OFFERING DOCUMENT LANGUAGE
DESCRIBING BOOK-ENTRY-ONLY ISSUANCE

(Prepared by DTC—bracketed material may be applicable only to certain issues)

1. The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
securities (the “Securities”). The Securities will be issued as fully-registered securities registered in the
name of Cede & Co. (DTC'’s partnership nominee). One fully-registered Security certificate will be
issued for [each issue of] the Securities, [each] in the aggregate principal amount of such issue, and will
be deposited with DTC. [If, however, the aggregate principal amount of [any] issue exceeds $200
million, one certificate will be issued with respect to each $200 million of principal amount and an
additional certificate will be issued with respect to any remaining principal amount of such issue.]

2. DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
orgamzatxon within the meaning of the New York Banking Law, a member of the Federal Reserve
System, a cleanng corporation” within the meaning of the New York Uniform Commercial Code, and a
“clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds securities that its participants (“Participants”) deposit with DTC. DTC also facilitates
the settlement among Participants of securities transactions, such as transfers and pledges, in deposited
securities through electronic computerized book-entry changes in Participants™ accounts, thereby
eliminating the need for physical movement of securities certificates. Direct Participants include
securities brokers and dealers, banks, trust companies, clearing corporations, and certain other
organizations. DTC is owned by a number of its Direct Participants and by the New York Stock
Exchange, Inc., the American Stock Exchange, Inc., and the National Association of Securities Dealers,
Inc. Access to the DTC system is also available to others such as securities brokers and dealers, banks,
and trust companies that clear through or maintain a custodial relationship with a Direct Participant,
either directly or indirectly (“Indirect Participants”). The Rules applicable to DTC and its Participants
are on file with the Securities and Exchange Commission.

3. Purchases of Securities under the DTC system must be made by or through Direct Partmpa.nts
which will receive a credit for the Securities on DTC’s records. The ownership interest of each actual
purchaser of each Security (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their -
purchase, but Beneficial Owners are expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Securities are to be accomplished by entries made on the books of Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interests
in Securities, except in the event that use of the book-entry system for the Securities is discontinued.

4. To facilitate subsequent transfers, all Securities deposited by Participants with DTC are registered
in the name of DTC’s partnership nominee, Cede & Co. The deposit of Securities with DTC and their
registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no
knowledge of the actual Beneficial Owners of the Securities; DTC's records reflect only the identity of
the Direct Participants to whose accounts such Securities are credited, which may or may not be the
Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on
behalf of their customers.



5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct
Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial
Owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.

[6. Redemption notices shall be sent to Cede & Co. If less than all of the Securities within an issue are
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.]

7. Neither DTC nor Cede & Co. will consent or vote with respect to. Securities. Under its usual
procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts the Securities are credited on the record date (identified in a listing attached to the Omnibus
Proxy).

8. Principal and interest payments on the Securities will be made to DTC. DTC's practice is to credit
Direct Participants’ accounts on payable date in accordance with their respective holdings shown on
DTC'’s records unless DTC has reason to believe that it will not receive payment on payable date. -
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary
practces as is the case with securities held for the accounts of customers in bearer form or registered in

“street name,” and will be the responsibility of such Participant and not of DTC, the Agent, or the
Issuer, subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of principal and interest to DTC is the responsibility of the Issuer or the Agent, disbursement
of such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

[9. A Beneficial Owner shall give notice to elect to have its Securities purchased or tendered, through
its Participant, to the [Tender/Remarketing] Agent, and shall effect delivery of such Securities by causing
the Direct Participant to transfer the Participant’s interest in the Securities, on DTC’s records, to the
_ [Tender/Remarketing] Agent. The requirement for physical delivery of Securities in connection with a
demand for purchase or a mandatory purchase will be deemed satisfied when the ownership rights in
the Securities are transferred by Direct Participants on DTC' records.]

10. DTC may discontinue providing its services as securities depository with respect to the Securities
at any time by giving reasonable notice to the Issuer or the Agent. Under such circumstances, in the
event that a successor securities depository is not obtained, Security certificates are required to be
printed and delivered. }

11. The Issuer may decide to discontinue use of the system of book-entry transfers through DTC (or
a successor securities depository). In that event, Security certificates will be printed and delivered.

12. The information in this section concerning DTC and DTC’ book-entry system has been obtained
from sources that the Issuer beheves to be reliable, but the Issuer takes no responsibility for the
accuracy thereof.





