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FINANCING ORDER
OF PARTICIPATING MEMBERS OF
BRAZOS ELECTRIC POWER COOPERATIVE, INC.

This financing order is adopted by the following members of Brazos Electric Power
Cooperative, Inc. (“Brazos” or the “Master Servicer”) — Bartlett Electric Cooperative, Inc.; Fort
Belknap Electric Cooperative, Inc.; Hamilton County Electric Cooperative Association; Heart of
Texas Electric Cooperative, Inc.; HILCO Electric Cooperative, Inc.; Mid-South Electric
Cooperative Association; Navarro County Electric Cooperative, Inc.; Navasota Valley Electric
Cooperative, Inc.; Cooke County Electric Cooperative Association dba PenTex Energy; and Wise
Electric Cooperative, Inc. (each a “Participating Member” and, collectively, the “Participating
Members”), pursuant to Subchapter D of Chapter 41 of the Texas Utilities Code, §§ 41.151 —
41.163 (as added by TX S.B. No. 1580, 87" Legislature) (the “Financing Act”), to authorize and
approve a combined securitization transaction under the Financing Act, including:

(a) the issuance and sale of up to $716,000,000 aggregate principal amount of securitized
bonds (the “Bonds”) by Brazos Securitization LLC (the “Issuer”), a Delaware limited liability
company, in order to recover qualified costs of the Participating Members;

(b) the creation of the securitized property described in this financing order in each
Participating Member (with respect to each Participating Member, the “Participating Member
Securitized Property” and, collectively, the “Securitized Property”), including the rights and
obligations to impose, bill, collect, receive and enforce the securitized charges described in this
financing order (with respect to each Participating Member, the “Participating Member
Securitized Charge” and, collectively, the “Securitized Charges”), as adjusted from time to time
in accordance with this financing order;

(c) the sale of each Participating Member’s Participating Member Securitized Property to
the Issuer for the consideration described in this financing order (the “Purchase Price”); (d) the
imposition, billing, collection, receipt and enforcement of each Participating Member’s
Participating Member Securitized Charges by each Participating Member on customers of such
Participating Member, as provided in this financing order;

(e) the use of the proceeds of the sale of the Bonds to allow the Issuer to pay the Purchase
Price and purchase each Participating Member’s Participating Member Securitized Property,
thereby allowing the recovery of qualified costs by the Participating Members;

(f) the payment by the Participating Members from the proceeds of the Purchase Price of
certain qualified costs of each Participating Member, including payment by each Participating
Member of amounts owed by such Participating Member to Brazos for the claim for wholesale
market power-related charges invoiced by Electric Reliability Council of Texas, Inc. (“ERCOT”)
in connection with the February 2021 Winter Storm Uri Event (as defined below) and in turn
charged by Brazos to the Participating Members in excess of what would have been charged to
Participating Members but for the February 2021 Winter Storm Uri Event; and
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(g) the approval of forms of an indenture of trust, servicing agreement, master servicing
agreement, and limited liability company agreements necessary to implement the issuance of the
Bonds by the Issuer.

To facilitate compliance and consistency with applicable statutory provisions, this
financing order adopts the definitions in the Financing Act for all terms used in this financing order
that are defined in the Financing Act unless otherwise defined in this financing order. The
definitions in this financing order are not intended to conflict with, but are intended to be
harmonized with, the definitions contained in the Financing Act.

I. DISCUSSION OF BRAZOS BANKRUPTCY

During the period beginning at 12:00 a.m., February 12, 2021, and ending at 11:59 p.m.,
February 20, 2021 (the “Period of Emergency”), the State of Texas (the “State”) experienced
abnormal and extreme winter storm events (“February 2021 Winter Storm Uri Event”). This
powerful winter storm blanketed the entire State with temperatures well below 20°F in a region
where many homes (which are not sufficiently insulated for extreme cold weather) and businesses
rely on electricity for heating. Texas's generating plants, pipelines, and wind turbines are
constructed to operate in extreme summer temperatures and are not winterized in the manner and
to the degree that is common in more traditionally cold-weather states. The result was an energy
crisis in the State of historic proportions.

As natural gas pipelines froze and the supply of natural gas available to gas fueled power
plants dropped, the price of natural gas and the corresponding cost to produce electricity from gas-
fueled power plants increased dramatically. During this period, the members of the ERCOT
wholesale market incurred energy charges of $50.6 billion over a seven-day period, an amount
equal to what it ordinarily incurs over four years. Brazos' share of those charges during the
surrounding nine days were estimated at $2.21 billion. In contrast, the total cost of power Brazos
imposed on its member cooperatives in 2020 was $769 million. As a result of these unprecedented
ERCOT power prices and unprecedented natural gas prices during the Period of Emergency, on
February 16, 17, and 18, 2021, ERCOT requested that Brazos post collateral to secure its payment
obligations to ERCOT in the amount of approximately $174.54 million, $351.54 million, and
$432.22 million, respectively. And on February 19, 2021, ERCOT made another collateral call to
Brazos, this time, seeking more than $638.2 million in financial assurance. ERCOT invoices for
settlement charges followed quickly after these requests for collateral. During the week of
February 22, 2021, $2.149 billion in ERCOT settlement-charge invoices came due, which
increased to $2.25 billion following the subsequent true-ups and settlement. These demands
exceeded Brazos’s highest liquidity levels in recent years and could not have been reasonably
anticipated. Brazos and its Board of Directors ultimately determined that the commencement of
bankruptcy proceedings was inevitable. On March 1, 2021, Brazos filed a petition for relief under
Chapter 11 of Title 11 of the United States Code (the “Bankruptcy Code”) in the United States
Bankruptcy Court for the Southern District of Texas, Houston Division (the “Bankruptcy
Court”).

For over a year, Brazos has been working with its stakeholders to formulate a plan of
reorganization to exit protection under Chapter 11 of the Bankruptcy Code (as amended or

105731584.22



supplemented from time to time, the “Brazos Chapter 11 Plan”). In accordance with the terms
of the Financing Act, the Participating Members expect to finance a portion of the amounts such
Participating Members owe Brazos as a result of the February 2021 Winter Storm Uri Event, for
use by Brazos in accordance with the Brazos Chapter 11 Plan, using the proceeds of the Bonds, as
further described in this financing order.

II. STATUTORY OVERVIEW OF THE FINANCING ACT

On May 31, 2021, the Texas Legislature (the “Legislature”) adopted the Financing Act.
The purpose of the Financing Act is to enable electric cooperatives in Texas to use securitization
financing to recover qualified costs, including, but not limited to, extraordinary costs and expenses
incurred due to the February 2021 Winter Storm Uri Event. The Legislature found that the use of
securitization debt would reduce the cost of financing the extraordinary costs and expenses relative
to the costs that would be incurred using conventional electric cooperative financing methods. The
Financing Act provides that the proceeds of the securitized bonds shall be used solely for the
purposes of financing or refinancing the extraordinary costs and expenses, including costs relating
to consummation and administration of the securitized financing. The Financing Act further
provides that the board of each electric cooperative involved in the financing shall ensure that the
securitization provides tangible and quantifiable benefits to its members, greater than would have
been achieved absent the issuance of securitized bonds. Each board that chooses to securitize
under the Financing Act must ensure that the structuring and pricing of the securitized bonds are
consistent with market conditions and the terms of the financing order.

The Financing Act further authorizes securitization to be implemented collectively by a
group of electric cooperatives to issue securitized bonds in a “‘combined securitization transaction.”
In this financing order, the Participating Members authorize a combined securitization transaction.

The Financing Act added Section 41.151(b) of the Texas Utilities Code, which provides
that a cooperative that owes the independent organization certified under Section 39.151 of the
Texas Utilities Code, for the ERCOT power region amounts incurred as a result of operations
during the Period of Emergency, shall:

(1) use all means necessary to securitize the amount owed the independent
organization, calculated solely according to the protocols of the independent
organization in effect during the Period of Emergency promulgated subject to the
approval of the Public Utility Commission of Texas (“Commission”); and

(2) fully repay the amount described by Subdivision (1) immediately upon
receipt of the securitized amount along with any additional amounts necessary to fully
satisfy the amount owed.

This financing order requires Bond proceeds received by any Participating Member, from
the Issuer, to be used for the payment or reimbursement of extraordinary costs and expenses and
other qualified costs, as permitted by the Financing Act, including those amounts charged by
Brazos to each Participating Member pursuant to the Brazos Chapter 11 Plan. With respect to
Bond proceeds to be paid to Brazos by the Participating Members, including, without limitation,
those Bond proceeds used to satisfy Section 41.151(b) of the Texas Utilities Code, such proceeds
shall be deposited, pending the occurrence of the effective date of the Brazos Chapter 11 Plan,
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pursuant to an agreement with an escrow agent, trustee, or other third party, which agreement shall
restrict the use of such proceeds to paying the allowed ERCOT claim and other extraordinary costs
and expenses or qualified costs owed to Brazos.

The Financing Act authorizes securitized bonds to be issued by an electric cooperative, its
successors or an assignee of the cooperatives or a group of electric cooperatives in a combined
securitization transaction. In this financing order, the Participating Members authorize the creation
of the Issuer, a Delaware limited liability company, and further authorize the Issuer to issue the
Bonds for the benefit of the Participating Members in a combined securitization transaction.

The Financing Act provides that securitized bonds have a term not exceeding 30 years and
be secured by or payable, primarily, from securitized property and the proceeds thereof contributed
(or sold) by the electric cooperatives to an assignee. The Financing Act provides that any sale or
other absolute transfer of securitized property shall be a true sale and not a secured transaction,
and that title, legal and equitable, has passed to the entity to which the securitized property is
transferred.!

The Financing Act provides for the creation of securitized property, which includes the
right (i) in and to securitized charges established by a financing order, including the right to obtain
adjustments to such securitized charges in order to ensure the timely payment of debt service on
securitized bonds and other required amounts and charges in connection with the securitized
bonds, (ii) to be paid the amount that is determined in a financing order to be the amount that the
electric cooperative or its transferee is lawfully entitled to receive under the Financing Act and the
proceeds thereof, and (iii) in and to all revenue, collections, claims, payments, money and proceeds
of, or arising from, the securitized charges.”> The Financing Act further provides that a financing
order shall include a determination by the board of each electric cooperative participating in a
securitization financing — with respect to this financing order, the Participating Members — as to
how securitized charges will be collected and allocated among customers.? In this financing order,
the board of each Participating Member has approved a collection and allocation methodology for
each Participating Member consistent with the Financing Act.

The Financing Act further requires that a financing order include a mechanism requiring
that securitized charges be reviewed by the board of a participating electric cooperative at least
annually, not later than the forty-fifth day after the anniversary date of the issuance of the
securitized bonds, to ensure the expected recovery of amounts sufficient to provide for the timely
payment of the securitized bonds and related costs.* Electric cooperatives that elect to authorize a
combined securitization transaction are authorized by the Financing Act to calculate all
adjustments and determinations relevant to each true-up by allocating costs across the customers
of the electric cooperatives in the manner agreed to by the participating cooperatives (which we
refer to as “cross-collateralization™).’ In this financing order, the board of each Participating

!'Section 41.158 of the Texas Utilities Code.

2 Section 41.152(11) of the Texas Utilities Code; Section 41.157 of the Texas Utilities Code.
3 Section 41.153(c) of the Texas Utilities Code.

4 Section 41.157 of the Texas Utilities Code

SId.
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Member has approved a true-up mechanism (the “Adjustment Mechanism”) to implement a
cross-collateralization methodology consistent with the Financing Act.

The Financing Act requires the board of each electric cooperative participating in a
securitization financing to ensure that the issuance of the securitized bonds provides tangible and
quantifiable benefits to such participating electric cooperative, greater than would have been
achieved absent the issuance of securitized bonds.® It further requires the board of each such
participating electric cooperative to ensure that the structuring and pricing of the securitized bonds
are consistent with market conditions and the terms of the financing order.” In this financing order,
the board of each Participating Member refers to these requirements, collectively, as the “Benefit
and Savings Tests.” In this financing order, the board of each Participating Member has
determined, based upon the financing structure, the bond parameters, and other requirements
imposed by this financing order, that the Benefit and Savings Tests are satisfied.

The Financing Act further requires that the securitized charges be non-bypassable, shall be
collected by an electric cooperative, its successors or assignee, or other collection agent, and apply
to all customers connected to the electric cooperative’s system assets and taking service, regardless
of whether the system assets continue to be owned by the cooperative. The Financing Act provides
that securitized charges shall be collected and allocated among customers in the manner provided
in the financing order.® The Financing Act further provides that any retail electric provider
providing service to a retail customer within the cooperative’s certificated service area as it existed
as of the date of enactment of the Financing Act (“service area”) will be entitled to collect and
must remit, consistent with the Financing Act and the financing order, the securitized charges from
customers as well as from customers that switch to new on-site generation or switch power supplier
pursuant to retail choice.” Such customers are required to pay the Securitized Charges in
accordance with this financing order; provided, however, those certain customers specifically
designated as excluded customers by each Participating Member and set forth in Schedule 1 of this
financing order shall not be required to pay the Securitized Charges (the “Excluded Customers”).
In this financing order, the board of each Participating Member refers to these requirements as the
“Non-Bypassability Requirements”. In addition, the board of each Participating Member has
determined, based upon the financing structure, bond parameters and other requirements imposed
by this financing order, that this financing order satisfies the Non-Bypassability Requirements.

The Financing Act requires that the securitized charges be imposed and collected until all
securitized bonds and related costs have been paid, provided that the charges cannot be imposed
for a period exceeding 30 years.!°

Upon the issuance of the securitized bonds under the terms of a financing order adopted
under the Financing Act, and when the requirements of the Financing Act are met, the securitized
charges, including their non-bypassability, are irrevocable, final, nondiscretionary, and effective
without further action by the board of any electric cooperative, such as Brazos or any of the

6 Section 41.151(a) of the Texas Utilities Code.
.

8 Section 41.153(c) of the Texas Utilities Code.
® Section 41.156 of the Texas Ultilities Code.

10 Section 41.153(b) of the Texas Utilities Code.
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Participating Members, or any other person or governmental authority.!! The financing order shall
remain in effect and the property shall continue to exist for the same period as the pledge of the
State (described in detail below) as provided in the Financing Act.!?

The Financing Act further provides that a financing order becomes effective in accordance
with its terms, and that a financing order, together with the present vested property rights that
constitute the securitized property, including but not limited to the securitized charges authorized
in the financing order, after it takes effect, is irrevocable and not subject to denial, rescission,
reduction, impairment, adjustment, or other alteration by further action of the board of an electric
cooperative or by action of any regulatory or other governmental body of the State, except as
permitted by Section 41.157 of the Texas Utilities Code.!* A financing order issued under the
Financing Act has the same force and effect of a financing order issued by the Commission
pursuant to Texas Utilities Code Chapter 39.'* Pursuant to Section 41.160 of the Texas Utilities
Code, the State has pledged that for the benefit and protection of assignees, the financing parties
and the electric cooperatives, that it will not take or permit, or permit any agency or other
governmental authority or political subdivision of the state to take or permit, any action that would
impair the value of securitized property, or except as permitted by Section 41.157 of the Texas
Utilities Code, reduce, alter, or impair the securitized charges to be imposed, collected, and
remitted to financing parties, until the principal, interest and premium, and all other charges
incurred and contracts to be performed in connection with the related securitized bonds have been
paid and performed in full.'> Accordingly, this financing order will be irrevocable, as of its
effective date, in accordance with the requirements set forth herein, which include, as further
described herein, the approval of this financing order by the board of each Participating Member,
and approval of the Brazos Chapter 11 Plan by the Bankruptcy Court, which plan shall satisfy
Section 41.151(b) of the Texas Utilities Code.

III. DESCRIPTION OF PROPOSED TRANSACTION

As a result of the February 2021 Winter Storm Uri Event, the cost to Brazos of supplying
electricity to the Participating Members rose dramatically and resulted in Brazos filing for
protection as a debtor under Chapter 11 of the Bankruptcy Code. If the liabilities incurred by
Brazos as a result of the February 2021 Winter Storm Uri Event were to be passed directly to
customers of each Participating Member, the expected increase in customer’s bills would be
unprecedented. The combined securitization transaction described below and authorized in this
financing order will allow the Participating Members to pay Brazos for the cost of supplying
electricity to the Participating Members during the Period of Emergency, which will assist Brazos
in the implementation of the Brazos Chapter 11 Plan as approved by the Bankruptcy Court, while
also allowing each Participating Member to amortize the cost of such payment so as to minimize
the impact on the monthly bills of customers.

1 Section 41.154(d) of the Texas Utilities Code.
214

13 Section 41.153(d) of the Texas Utilities Code.
4 1d.

15 Section 41.160 of the Texas Utilities Code.
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Set forth below is a general overview of the combined securitization transaction approved
in this financing order, as well as a description of various elements of the bond structure, including
the servicing arrangement and the procedures for implementing the Adjustment Mechanism.

A.

General Overview.

The financing structure of the Bonds to be issued through the combined securitization
transaction approved in this financing order shall include all of the following:

105731584.22

1.

the creation of Participating Member Securitized Property in favor of each
Participating Member, consisting of all rights and interests included in the
definition of securitized property set forth in the Financing Act, including,
but not limited to, the right and obligation to impose and collect the
Securitized Charges from the customers of each Participating Member
connected to the electric distribution system of the Participating Member,
other than Excluded Customers, and the right to adjust the Securitized
Charges from time to time to ensure the timely payment of the Bonds and
related costs;

the sale and transfer of the Participating Member Securitized Property by
each Participating Member to the Issuer pursuant to a Sale Agreement
(defined below);

the issuance of the Bonds by the Issuer, consistent with the parameters
established by this financing order;

the transfer of the net proceeds of the Bonds by the Issuer to each
Participating Member in accordance with its respective Allocation Factor
(as defined and determined in this financing order) as consideration for the
sale of each Participating Member’s Participating Member Securitized
Property pursuant to the related Sale Agreement;

authorization and direction of the collection, on behalf of the Issuer, of the
Securitized Charges constituting the Participating Member Securitized
Property by such Participating Member or its successors, as initial servicer,
who will be responsible for billing and collecting such Securitized Charges
from its respective customers pursuant to a Servicing Agreement (defined
below);

authorization and direction of the performance of certain administration and
servicing activities for the Issuer, including the calculation and verification
of the Net PPR (as defined in Exhibit A) and the Securitized Charges, as
applicable, by Brazos, as Master Servicer pursuant to a Master Servicing
Agreement (defined below); and

the pledge by the Issuer of all of the Securitized Property purchased by the
Issuer, together with the Issuer’s rights under this financing order and the
transaction documents, including the Indenture, the Sale Agreements,



Servicing Agreements and Master Servicing Agreement, as well as the
collection account and its subaccounts (collectively, the “Bond Collateral”,
as more fully described in this financing order) by the Issuer to a bond
trustee, appointed in accordance with the terms thereof (the “Trustee”), as
security for repayment of the Bonds.

The Issuer has been or will be formed by Brazos (as sponsor and manager) as a limited
liability company under the laws of Delaware pursuant to the terms of the LLC Agreement (as
further described below in Part B).

The Issuer will issue the Bonds pursuant to an Indenture administered by the Trustee
appointed by the Issuer. The Bonds will be secured by and payable solely out of the Bond
Collateral. Under the terms of the Indenture, the Bond Collateral will be assigned and pledged to
the Trustee by the Issuer for the benefit of the holders of the Bonds and to secure payment due
with respect to the Bonds. In addition, pursuant and in accordance with the terms of the Indenture,
the Bond Collateral will secure costs associated with servicing and administering the Bonds and
the Securitized Property (as further described in this financing order and herein referred to as
“Ongoing Financing Costs”).

Concurrent with the issuance of the Bonds, each Participating Member will sell its
Participating Member Securitized Property to the Issuer pursuant to a Sale Agreement between the
Participating Member and the Issuer. This transfer will be structured so that it will qualify as a
true and absolute sale and transfer within the meaning of Section 41.158 of the Texas Utilities
Code. Upon the issuance of Bonds, the Securitized Charges, including their non-bypassability,
are irrevocable, final, nondiscretionary, and effective without further action by the Participating
Member or any other person or governmental authority.

Concurrent with the issuance of the Bonds, each Participating Member will contribute
(directly or through the Holdco LLC described below) to the Issuer (as described in Part B), for
deposit into a capital subaccount held under the Indenture, an amount equal to 0.50% of the original
principal amount of the Bonds allocable to such Participating Member (the “equity deposit™).

Pursuant to a Servicing Agreement, each Participating Member will act as the initial
servicer of the Participating Member Securitized Property sold by such Participating Member to
the Issuer, and the Participating Member will undertake to bill and collect the related Securitized
Charges from the Participating Member’s customers in accordance with such Participating
Member’s tariff approved in this financing order and remit these collections, on behalf of the
Issuer, to the Trustee, as further described below. Pursuant to the Master Servicing Agreement,
Brazos (as Master Servicer) or its successor or assignee under the terms of such Master Servicing
Agreement, will agree to perform certain administration and servicing activities for the Issuer,
including the calculation and verification of Securitized Charges for all Participating Members to
be imposed in each such Participating Member’s respective service area, as further described
below.

The Securitized Charges will be calculated and adjusted from time to time by the Master
Servicer, on behalf of the Issuer, pursuant to the Adjustment Mechanism, as approved in this
financing order, to be sufficient at all times to pay all debt service for the Bonds and Ongoing
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Financing Costs. Pursuant to Section 41.154(d) of the Texas Ultilities Code, this financing order
shall remain in effect and Securitized Property created hereunder will continue to exist until the
Bonds and all Ongoing Financing Costs (as described in this financing order) have been paid in
full.

B. The Issuer.

The Issuer has been or will be formed as a limited liability company under the laws of
Delaware pursuant to the terms of the LLC Agreement (as defined below). The sole member of
the Issuer will be another limited liability company, Brazos Securitization Holdco LLC (the
“Holdco LL.C”), also formed under the laws of Delaware, the members of which will be the
Participating Members. Under the terms of the LLC Agreement, Brazos will be appointed as a
manager of the Issuer, and Brazos will be responsible for day-to-day activities of the Issuer,
including the filing of any tax returns and the preparation of any financial statements.

In addition to Brazos, the Issuer will also have a natural person independent manager (who
would also be the “springing member” to avoid dissolution of the Issuer if the single member of
the Issuer dissolves). The independent manager will meet rating agency requirements for
independence, i.e., it will have no affiliation with Brazos or any Participating Member other than
having served as an independent manager in other structured financings sponsored by Brazos or
any Participating Member. The independent manager will need to approve any extraordinary
action by Issuer, such as merger, dissolution, sale of all or substantially all of the assets of the
Holdco LLC, or filing a voluntary bankruptcy petition.

The Issuer should be a disregarded entity for federal tax purposes, i.e., all income earned
would belong to the Holdco LLC. The Holdco LLC should be a partnership for federal tax
purposes.

The Participating Members will be able to vote on any extraordinary transactions of the
Holdco LLC, including merger, dissolution, sale of all or substantially all of the assets of the
Holdco LLC, or filing a voluntary bankruptcy petition, and will be able to direct the Issuer on any
such action (although the independent manager’s vote will be required for any of those actions by
the Issuer so long as any Bonds are outstanding).

Each Participating Member will make an equity contribution to the Holdco LLC (based
upon such Participating Member’s Allocation Factor (defined below) as set forth in Exhibit B),
and these contributions will be transferred downstream to the Issuer to make the equity deposit
held by the bond trustee as security for the payment of the Bonds.

C. The Indenture and Flow of Funds.

The Trustee shall be appointed by the Issuer, under the terms of an Indenture, in the form
attached hereto as Exhibit J (the “Indenture”), under which the Bonds will be issued, and the
Trustee shall act as a representative on behalf of bondholders, remit payments to bondholders, and
ensure bondholders’ rights are protected in accordance with the terms of the Indenture. The
Indenture will include provisions for a collection account and related subaccounts, all held by the
Trustee, for the collection and administration of the Securitized Charges and payment or funding
of the principal and interest on the Bonds and Ongoing Financing Costs. Within the collection
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account there shall exist a general subaccount, a capital subaccount and an excess funds
subaccount, as well as any other subaccounts as required to achieve the best pricing on the Bonds,
as determined by the Authorized Officers (as defined below) of the Participating Members. The
Trustee will also establish a cost of issuance account, from which bond issuance costs and related
expenses (herein referred to as “Upfront Financing Costs”), shall be paid.

The Trustee will deposit the collections that each Participating Member, as servicer for its
Participating Member Securitized Property, remits to the credit of the general subaccount. The
Trustee will on a periodic basis apply moneys in the general subaccount to pay semi-annually the
principal and interest on the Bonds as well as all Ongoing Financing Costs, which include the
expenses of servicing and administering the Bonds and the Securitized Property. Pending such
application, the funds in the general subaccount will be invested by the Trustee as provided in the
Indenture, and earnings will be deposited into the general subaccount and applied by the Trustee
to pay principal and interest on the Bonds and all Ongoing Financing Costs in accordance with the
terms of the Indenture.

Concurrently with the issuance of the Bonds, the equity deposit of each Participating
Member made to the Issuer through the Holdco LLC will be deposited by the Trustee into the
capital subaccount. Such equity deposits will represent the initial capital subaccount requirement.
The capital subaccount will serve as collateral to ensure timely payment of principal and interest
on the Bonds and all Ongoing Financing Costs. The funds in this subaccount will be invested by
the Trustee as provided in the Indenture. Any amounts in the capital subaccount will be available
to be used by the Trustee to pay principal and interest on the Bonds and Ongoing Financing Costs,
as necessary, under the terms of the Indenture, due to a shortfall in collection of the Securitized
Charges. Any funds drawn from the capital subaccount to pay these amounts due to a shortfall in
the collection of the Securitized Charges will be replenished through an adjustment to Securitized
Charges in accordance with the Adjustment Mechanism.

The excess funds subaccount will hold any remittances from Securitized Charges and
investment earnings on the collection account in excess of the amounts needed to pay current
principal and interest on the Bonds, to maintain the balance in the capital subaccount at its required
level, and to pay the Ongoing Financing Costs. The money in this subaccount will be invested by
the Trustee as provided in the Indenture, and such money (including investment earnings thereon)
will be used by the Trustee to pay principal and interest on the Bonds and Ongoing Financing
Costs.

The determination of the initial offering prices to be paid to the Issuer for the Bonds (i.e.
at par, an original issue discount or an original issue premium), together with any credit
enhancements in the form of overcollateralization subaccounts or other reserve accounts, designed
to promote the credit quality or marketability of the Bonds, may be utilized, as determined by the
Authorized Officers of the Participating Members, appointed under this financing order, if such
structuring of the initial offering prices of the Bonds or any credit enhancements are anticipated to
provide greater revenue requirement savings to customers of the Participating Members, based
upon rating agency input and with the advice of J.P. Morgan Securities LLC, the structuring agent
(the “Structuring Agent”). Such determination of the initial offering prices of the Bonds and any
credit enhancements will be set forth in the Bond Purchase Agreement (defined below) and
incorporated into the final form of the Indenture, approved in accordance with this financing order.
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In addition to the collection account and the cost of issuance account, there may be such
additional accounts and subaccounts, as are necessary to segregate amounts received from various
sources, or to be used for specified purposes. Such accounts and subaccounts will be administered
by Trustee, as directed by the Master Servicer on behalf of the Issuer.

Upon the final maturity of the Bonds and the discharge of all obligations in respect thereof,
including the payment or funding of all Ongoing Financing Costs, any remaining amounts in the
collection account will be released by the Issuer to each Participating Member in accordance with
their membership interests (which membership interests shall be equal to the Allocation Factor of
each Participating Member).

D. Servicing Arrangements, Master Servicer.

The Servicing Agreement is an agreement between each Participating Member as the initial
servicer of its Participating Member Securitized Property and the Issuer, as purchaser and owner
of the Securitized Property. It sets forth the responsibilities and obligations of each servicer,
including, among other things, billing and collection of Securitized Charges, responding to
customer inquiries, terminating service, and remitting collections to the Trustee for distribution to
bondholders. Each Servicing Agreement shall prohibit a Participating Member from resigning as
initial servicer unless it is unlawful for such Participating Member to continue in such capacity.
Under the terms of each Servicing Agreement, a Participating Member’s resignation will not be
effective until a successor servicer assumes its obligations in order to continue servicing the
Participating Member Securitized Property applicable to such Participating Member without
interruption. Under the terms of the Servicing Agreement, a servicer may also be terminated by
the Issuer from its responsibilities under certain instances, such as the failure to remit collections
within a specified period of time. Any merger or consolidation of the servicer with another entity
shall require the merged entity to assume the servicer’s responsibility under the Servicing
Agreement.

Pursuant to each Servicing Agreement, each Participating Member shall be paid an annual
servicing fee as described herein. Such fee shall be subject to increase based on an inflation index
identified in the final form of the Servicing Agreement, as approved by the Authorized Officers.
In addition, each Participating Member shall be entitled to receive reimbursement for certain out-
of-pocket costs, fees and expenses paid by the Participating Member as servicer, on behalf of the
Issuer, which amounts shall include certain accounting, auditing and legal counsel fees as set forth
in the final form of Servicing Agreement. The payment of such annual servicing fee and out-of-
pocket costs, fees and expenses shall constitute Ongoing Financing Costs. If the Participating
Member or its successor defaults in its obligations under its Servicing Agreement (a “Defaulting
Servicer”), a successor servicer will be appointed by the Issuer or by the Trustee at the direction
of the requisite amount of the Bondholders. It is anticipated that the fees of a successor servicer
may significantly exceed the fees paid to each Participating Member as initial servicer.
Accordingly, this financing order approves a servicing fee for any successor servicer under a
Servicing Agreement of up to 0.60% of the aggregate initial principal amount of the Bonds
allocable to the Participating Member that acted as initial servicer or such greater amount as
approved by the Issuer or the Trustee based on then prevailing market conditions and in accordance
with the terms of the Indenture and the Servicing Agreement.
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In addition, pursuant to a Master Servicing Agreement between Brazos and the Issuer,
Brazos will agree to perform certain administration and servicing activities for the Issuer, including
the calculation of the Net PPR and the calculation and adjustment of the Securitized Charges, as
applicable under the terms of the Servicing Agreements, in order for the Securitized Charges to be
imposed and collected on the bills of each Participating Member in its respective service area
pursuant to the Adjustment Mechanism, providing notice of such adjustments to each Participating
Member, and monitoring the performance of each Participating Member as servicer. Pursuant to
the Master Servicing Agreement, the Master Servicer shall be paid an annual servicing fee equal
to 0.05% of the aggregate initial principal amount of the Bonds. Such fee shall be subject to
increase based on an inflation index identified in the final form of the Master Servicing Agreement,
as approved by the Authorized Officers. In the event that a successor master servicer should be
appointed, this financing order approves a master servicing fee for any successor master servicer
under the Master Servicing Agreement of up to 0.60% of the aggregate initial principal amount (as
adjusted for inflation pursuant to the terms of the Master Servicing Agreement) or such greater
amount as approved by the Issuer or the Trustee based on then prevailing market conditions in
accordance with the terms of the Indenture and the Master Servicing Agreement.

E. The Adjustment Mechanism To Implement Cross Collateralization.

1. General Description. As described above, the Financing Act requires that this
financing order include a mechanism and procedures for requiring that Securitized Charges be
reviewed by the board of each Participating Member, at least annually, to ensure the expected
recovery of amounts sufficient to provide for the timely payment of the Bonds and all Ongoing
Financing Costs. The Financing Act authorizes the Participating Members to jointly authorize a
combined securitization transaction that incorporates adjustments to securitized charges in a
manner that achieves cross collateralization through the sharing of costs across the service areas
of the respective Participating Members. In this financing order the board of each of the
Participating Members approves an Adjustment Mechanism which contains provisions for a
sharing of costs of the combined securitization transaction among the Participating Members’
service areas, as explained below.

The Adjustment Mechanism approved in this financing order, as further described in the
attached Exhibit A, requires each Participating Member to implement an adjustment to its
Securitized Charges (a “True-Up Adjustment”) at least semi-annually, and quarterly following
the last scheduled payment date of the Bonds and more often as determined by the Master Servicer.
True-Up Adjustments are required and designed to ensure Securitized Charges collections are
sufficient to ensure timely payment of debt service on the Bonds and all Ongoing Financing Costs,
including amounts necessary to replenish the capital subaccount to its required level under the
terms of the Indenture and to generate over-collateralization in the event a Deficiency Event (as
defined below) occurs, and to ensure that such revenue requirement is allocated among the
Participating Member service areas as authorized in this combined securitization transaction.

The Master Servicer will take steps to calculate the Net PPR and the Securitized Charges
for each Participating Member in accordance with this financing order and the Master Servicing
Agreement. For each True-Up Adjustment, the Securitized Charges will be calculated twice, first
for the six-month (or shorter) period from the proposed adjustment date through the next debt
service payment date for the Bonds, and second for the twelve month period following the
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proposed adjustment date (each a “Calculation Period). The Master Servicer will apply the
calculation steps described in Exhibit A using each Calculation Period and will select as the
Securitized Charges the greater of the two results of the calculation for each Participating Member.
Each True-Up Adjustment calculation will take into account the most recent forecasted usage
projected by the Participating Member as well as the most recent delinquency, write-off and other
collection data prepared by the Participating Member.

The steps to be applied by the Master Servicer to calculate the Securitized Charges through
a True-Up Adjustment, as described in Exhibit A, are designed to ensure that the Securitized
Charges imposed by each Participating Member reflect an amount necessary to recover any
previous shortfalls in actual collections when compared with projected collections with respect to
all the Securitized Property held by the Issuer; while, at the same time, ensuring that Participating
Member service areas that have collected more Securitized Charges than the Master Servicer
projected them to collect are given credit for such over-collections. As described in Exhibit A,
the Adjustment Mechanism will take into account the actual (or estimated) under-collections or
over-collections of Securitized Charges from each Participating Member’s service area in the
period since the last True-Up Adjustment to calculate a periodic billing requirement for each
Participating Member for the next semi-annual period. Each Participating Member service area
that experiences an under-collection will have its Net PPR increased by such shortfall. Conversely,
each Participating Member’s service area that experiences an over-collection will have its Net PPR
decreased by such overage. Thus, the customers of each Participating Member shall at all times be
responsible for any shortfall in collections from a prior period.

Each True-Up Adjustment shall be made by a filing by the Master Servicer, on behalf of
the Issuer, with each Participating Member of a true-up letter in the applicable form attached to
the Master Servicing Agreement (each, a “True-Up Letter”). Each True-Up Adjustment shall
automatically become effective on the date (the “Adjustment Date”) specified in the True-Up
Letter that is filed with the Participating Member by the Master Servicer. If a Participating
Member or the Master Servicer, or any governmental authority, after review of such calculations
correctly determines that there is a computational or other manifest error in the True-Up
Adjustment, the Participating Member and the Master Servicer shall review the applicable
calculations and, if necessary, the Master Servicer shall promptly submit a revised True-Up Letter
(or True-Up Letters), including True-Up Letters to other Participating Members if such correction
requires a re-calculation of the Securitized Charges for other Participating Member’s service areas,
which True-Up Letter(s) shall become effective on the originally specified Adjustment Date.
Notwithstanding the foregoing, if, in the sole discretion of the Master Servicer, any such correction
cannot be made and implemented by any Participating Member before the Adjustment Date, to
ensure prompt and timely payment of the Bonds, all such corrections shall be made in the next
True-Up Adjustment, including an interim True-Up Adjustment implemented pursuant to the
terms of the Master Servicing Agreement and the Servicing Agreements. Except for the review
and correction of a True-Up Adjustment by a Participating Member or governmental authority for
computational or other manifest error, the True-Up Adjustment is not subject to notice to
customers, protest or appeal by any Participating Member or any customer of any Participating
Member or any governmental authority.

2. Deficiency Event-Over-Collateralization.  If aggregate collections of the
Securitized Charges are inadequate to pay all current debt service due on the Bonds and Ongoing
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Financing Costs at any time, resulting in a draw on the capital subaccount, a Deficiency Event
shall have occurred (a “Deficiency Event”). In the event of a Deficiency Event, the Adjustment
Mechanism will reflect the recovery of the shortfall (as described in Exhibit A). The board of
each Participating Member intends such mechanism to generate additional collections of
Securitized Charges to restore the balance of the capital subaccount, which will help ensure that
the Bonds can be rated as highly as possible. However, customers (other than Excluded
Customers) within each Participating Member’s service area will remain responsible for any
under-collections of Securitized Charges attributable to such Participating Member service area.

IV. FINDINGS OF FACT

1. Qualified Costs; Extraordinary Costs and Expenses: The qualified costs, including,
but not limited to, extraordinary costs and expenses, to be recovered by each Participating Member
from the proceeds of the Bonds, are set forth in Exhibit B. Based upon such recovery, Exhibit B
also sets forth the allocation factor for each Participating Member (the “Allocation Factor”).

2. General Description of Bond Issuance Structure: The board of each Participating
Member finds that the proposed structure of the securitization financing as described in this
financing order, including the bond parameters and other requirements imposed by this financing
order satisfies the Benefit and Savings Tests.

3. The Issuer: The Issuer will be formed as a limited liability company under the laws
of Delaware pursuant to the terms of a limited liability company agreement. The sole member of
the Issuer will be the Holdco LLC, also formed under the laws of Delaware, pursuant to the terms
of a limited liability company agreement the members of which will be the Participating Members.
The forms of the limited liability company agreements forming the Issuer and the Holdco LLC are
attached hereto in Exhibit C (the “LLC Agreements”). The board of each Participating Member
hereby approves the formation of the Issuer, as well as the formation of the Holdco LLC as
described in this financing order, and authorizes Issuer to serve as the issuer of the Bonds.

4. Upfront Financing Costs: The board of each Participating Member finds that the
issuance of the Bonds will require the payment of the Upfront Financing Costs of the Participating
Member, the Issuer, and Brazos (in its capacity as Master Servicer and sponsor of the
securitization) described as follows:

e cxpenses of the Issuer, Brazos and/or the Participating Members associated with
the efforts to prepare or obtain approval of this financing order;

e fees and expenses