City of Austin

Fonnded Dy CONgress. Republic ol Texas. 1839
Municipal Building. £ighth at Colorado, P.Q). BOX 10BS. AUSTIL Teaas 78767 Tokephone §12:400- 2000

May 1, 1996

Ms. Sharlene N. Collins

North Austin Municipal Utility District
600 Congrees Avenue #2600

Austin, Texas 78701-3288

Subject: City Vatex Service to North Austin punicipal Utility District Ro. 1

Dear Ms. Collims:
A copy of your letter dated April 19, 1996 to City Manager Jesus Garza,

.

concerning a developing vater pressure problem in the District has been
forvarded to my office for a response.

In regard to the concern that the Martin Eill Reservoir woul¢ have its operating
level lovered to Y¥0 feet which lu turn would lower water pressure 10 North
Austin Municipal Urility District (MUD), that information is not correct.
Reservoir and Pumping operations are undes the direction of Nr. George Greens,
P.E., Vater and Vastevater Utility, and he has confirmed that no one from the
District’s Management Company or the Discrict’s Engineering firxm had contacted
him for information on the oparating ranges for Martin Hill Reservoir.

In order to share information with the MLD Engineer on reservoir pperations and
for the Utility to learn vhat problems are occurring inside the MUD boundary. a
mecting vas held April 30, 1996. This meeting resulted in an agreement that
both sides needed additional information, which will be obtained by the HUD
Engineer on the vater pressure problems that are occurring inside the Distriet,
vhen they started, vhat is the pressure drop, and hov does that correspond Lo
Uiility Reservoir levels. The Utility will be sharing information with the
District Bngineer regarding a major engineering study of the Northwest “"A" vater
pressure zone by the firm of Espey Ruston and Associates. This study which is
just beginning will assist the Utility in determining vhat are the needs of this
vater service ares and hov service levels can bs maintained or improved as the
area continues to grow., The District Engineer and the Utility staff will
continue to work on ideutifying the specifics of the problem and solutions for
both the District and City customers in this area.

The results of this study which viil provide the ansvers to long term water
pressure and service issues wvill be shuzed with the North Austin MUD and the
other districts in this water gervice zone as the study is completed. We will
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continue to work with your District Engineer in the meantime 10 ensure that the
utility is peeting the provigions of il Consent pgreemant and prov:ding a
quality level of vater service for Horth Austin Myp., If you have further
questions, please c21l Mr. HMike Erdmann at 322-2876.

gincerely,

Randy J“Goss, t.B., Director
water and Vastevater Utility

RJG:me

Xc; Jesus arza, City Mondger
Jim Smith, Assistant City Manager
Nike Erdmann, Wholesale Ser/ices Mansger
John Tresnicky, Assigtant City Artocney
Ceorge Greene, P.B., rumping Divisiun Manager
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built on the highest available ground so as to minimize the required construction cost and height

requirements.

CATEGORIZATION AND DEFINITION OF WATER QUALITY PROBLEMS

There are three main categories of problems that occur in storage facilities—chemical,
microbiological and physical. Many problems fit into more than one category, but will only be
discussed once in the primary category. Each potential problem, associated category, possible
causative factor and potential methods for improvements are listed in Table 1.3 and discussed

individually in this section.
Chemical Problems

There are several problems associated with finished water storage facilities that are
caused by or are the result of a chemical reaction. These include but are not limited to loss of
disinfectant residual, disinfection by-product formation, development of taste and odor, increase
in pH, corrosion, build-up of iron and manganese, occurrence of hydrogen sulfide, and leachate
from internal coatings. The first two discussed, loss of disinfectant residual and disinfection
by-product formation, are perhaps the most common chemical problems, and loss of disinfectant

residual can lead to microbiological problems discussed later.
Loss of Disinfectant Residual

The loss of disinfectant residual is a chemical process resulting in the decrease of the
disinfectant, generally either free chlorine or total chlorine. It is a function of time and rate of
chlorine decay. The rate of decay can be affected by microbiological contamination,
temperature, nitrification, exposure to ultraviolet light (sun), and amount and type of
chlorine-demanding compounds present, such as organics and inorganics. Since the volume of
water in a storage facility is normally large compared to the amount of exposed surface area of
the container, the effect of the walls and floor on chlorine decay are normally not significant.

Thus, chlorine decay in storage facilities can normally be attributed to bulk water decay rather

12
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An AWWA Method For Maintaining Water Quality
In Oversized Water Storage Tanks, An Available Alternative

.
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built on the highest available ground so as to minimize the required construction cost and height

requirements.
CATEGORIZATION AND DEFINITION OF WATER QUALITY PROBLEMS

There are three main categories of problems that occur in storage facilities—chemical,
microbiological and physical. Many problems fit into more than one category, but will only be
discussed once in the primary category. Each potential problem, associated category, possible
causative factor and potential methods for improvements are listed in Table 1.3 and discussed

individually in this section.
Chemical Problems

There are several problems associated with finished water storage facilities that are
caused by or are the result of a chemical reaction. These include but are not limited to loss of
disinfectant residual, disinfection by-product formation, development of taste and odor, increase
in pH, corrosion, build-up of iron and manganese, occurrence of hydrogen sulfide, and leachate
from internal coatings. The first two discussed, loss of disinfectant residual and disinfection
by-product formation, are perhaps the most common chemical problems, and loss of disinfectant

residual can lead to microbiological problems discussed later.
Loss of Disinfectant Residual

The loss of disinfectant residual is a chemical process resulting in the decrease of the
disinfectant, generally either free chlorine or total chlorine. It is a function of time and rate of
chlorine decay. The rate of decay can be affected by microbiological contamination,
temperature, nitrification, exposure to ultraviolet light (sun), and amount and type of
chlorine-demanding compounds present, such as organics and inorganics. Since the volume of
water in a storage facility is normally large compared to the amount of exposed surface area of
the container, the effect of the walls and floor on chlorine decay are normally not significant.

Thus, chiorine decay in storage facilities can normally be attributed to bulk water decay rather

12
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Monitoring

Monitoring the water quality entering, exiting, and existing throughout the storage facility
can be used to verify the effectiveness of the recirculation system for mixing. The monitoring
locations must vary with both the horizontal and vertical planes. Frequent monitoring may be
necessary immediately after start-up of the system to verify effectiveness. Once it is confirmed
that the system is working correctly (diagnostic monitoring), a periodic, more limited monitoring
program can be implemented (routine monitoring). Long-term monitoring may only be needed
on the inlet and outlet pipes. The most appropriate parameters to be monitored are chlorine
residual and temperature. If a more rigorous study is desired, then a conservative tracer such as

fluoride should be considered.
Duration and Time Period

A recirculation system does not necessarily require continuous operation to achieve
mixing goals. Operating the recirculation system by timer, with specified on and off periods, will
likely be appropnate and would use less energy than continuous operation. Seattle Public
Utilities currently operates a 32 MG reservoir’s recirculation system on a 1 hour on/1 hour off
cycle. A second recirculation system owned by Seattle Public Utilities on a 1 MG standpipe is
set to operate only at night, when demand is low and flow rates are less than during the daytime.

A monitoring program can be used to establish optimum duration and on-off cycles.
Rechlorination With Recirculation

If the recirculation system has an associated rechlorination system, operation of the
recirculation system can coincide with chlorine injection. To ensure adequate mixing of the
chlorine throughout the storage facility, the recirculation system may need to continue circulating
water for a period of time after chlorine injection has stopped. Rechlorination is discussed in

more detail in the following section.
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SECONDARY DISINFECTION

Free chiorine is the most common secondary disinfectant. It can be added at the reservoir
inlet, or outlet or at the recirculation system. Chlorine addition at the outlet is normally preferred
over the inlet unless the residual is nearly depleted when entering the facility. Chlorine addition
is sometimes followed by dechlorination to limit the chlorine taste and the formation of

disinfection by-products.

Continuous Rechlorination

Proper use of a chlorine residual analyzer to control the rechlorination system is essential.
The sample line supplying the water for the analyzer should be as short as possible, with a flow
rate fast enough to minimize the time delay between the sample point and the analyzer. A
diverter can be used to discharge to waste excess water not needed for the analyzer’s operation.
The analyzer should be regularly calibrated according to the manufacturer’s instructions. The
sample point should be located to avoid back mixing of unchlorinated with chlorinated water.

Conventional rechlorination stations, whether controlled by on-off, flow pacing, or
chlorine residual pacing, may create a chlorine residual of unpredictable levels. Due to the
dynamic nature of flow and chlorine demand in most water distribution systems, these methods
of rechlorination can lead t0 periodic over- and underfeeding. Kim and Strand (1996) discuss an
effective control method for rechlorination using oxidation reduction potential (ORP)
measurement and control. ORP measures changes in chlorine demand and the oxidant profile in
the distribution system. Chlorine feed can be modulated to maintain a specific ORP level. A
redox probe measures the ORP level and reports it to a controller, which in turn modulates the
chlorine feed.

Operation of the rechlorination system must also consider the impacts on additional
formation of disinfection by-products. As discussed in Chapter 1, contact time, chlorine dose,
and chlorine residual all impact DBP formation. Rechlorination increases the chlorine residual,
thereby increasing the potential to form additional DBPs. A bench or pilot scale study can be
conducted to simulate the effects of rechlorination on DBP formation and should be considered

by utilities with moderate to high DBP levels and plans to install a rechlorination system.
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A utility practicing chloramination for disinfection must carefully evaluate and monitor
any rechlorination process. The mixing of free chlorine with chloramines can result in the loss of
free chlorine residual if not conducted properly. If done~correctly, chloramine levels can be
increased with the addition of chlorine, depending on the level of residual ammonia present. If
ammonia concentrations are insufficient, ammonia addition prior to chlorine addition may be
required.

A rechlorination system requires careful operation. For an automated system, safety
features are needed to limit the maximum disinfectant residual allowed. An automatic shut-off
and alarm when a high residual is reached can be used to prevent exceeding the proposed
maximum residual disinfectant levels (MRDLs) for chlorine or chloramines of 4.0 mg/L, the

level set by the proposed D/DBP Rule.
Batch Chlorination

Batch chlorination can be used in finished water storage facilities to restore the chlorine
residual, to disinfect an existing biological population, or to destroy a taste and odor condition.
This can be q‘ccomplished by one of two methods: 1) injection at the inlet pipe or 2) addition
into the storage facility contents through the hatches or recirculation system. The form of
chlorine used can be either a portable gas chlorinator, sodium hypochlorite solution, or calcium
hypochlorite in tabular or granular form. Regardless of the chemical used, safety must be a top
priority in the handling and feeding of chlorine products. The first step is to evaluate the water
quality in the storage facility to determine the required amount of disinfectant. Caution should be
exercised in chlorinating a water which has previously been chloraminated because breakpoint
issues should be evaluated.

Injection of chlorine into the inlet pipe to replenish a lost chlorine residual is difficult if
no facilities such as an injection vault and on-line chlorine residual analyzer exist or if there is
little mixing. At a minimum, a tap to inject the chlorine and a location where samples can be
collected are needed. Mixing the chlorine in the inlet pipeline ahead of the reservoir is also
important. Better mixing and control are accomplished if bends or valves exist prior to the
storage facility. For a common inlet/outlet line, chlorine should be injected as the storage facility

is filling, although mixing the chlorine throughout the contents may be difficult. If there are
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FAX NO. 5129720168 May. 11 2004 29:28AM P2
Exhibit DM - 10

Ve c——

Lutes, Teresa

From: Jennings, Bart

Sent: Monday, May 10, 2004 2:32 PM

Ta: Sharlene Colling (E-mall); David Matish (E-mall)

Ce: Lutes, Teresa; Cantu, Reynaldo; Burazer, Jane; Greene, George; Gardner, Gene; Brooks-
Newton, Georgl; Vivona, John '

Subject: North Austin MUD |ssues

Shariene/David,

} met with Terssa and Gene on Friday o discuss any previous work initlated on your suggested option of providing higher
pressure water to the North Austin MUD for its internal pressure problems though additional multiple connactiona of the
City's water systemn to the MUD's distribution system. Itseems that past work was mostly conceptual and modeling of
such an option has not been thoroughly explored, Gene raquested the tollowing intormation in order for him 1o properly
analyze such an option:

1. A map showing the poundaries of the areas that you wish to address with the proposed solution. The boundarles of the
low pressure areas shouid follow property lines.
2. The number of connections within the \deniified areas (1 am assuming they are all 5/8" connections. If not, please let us

know.
3. lnc}lcato the peak hour flow and fire flow figures for the MUD in these low pressure areas.
4. Indicate whera you propose additional master meters be located.

As soon as we recelve the information, Gene wilt work on this model and provide you the results of his findings.

In 1erms of your suggestion regarding the re-chlorination of the Martn Hitl Reservolr, the suggestion has been reviewed by
various givisions of the Austin Water Utllity. The Austin Water Utility iz not Interested in pursuing this option to address
preasure issues for several reasons:

1. Public Perception: Because ol the size of the facilities needed to store chernicals on site and the general public's
concern of the storage of chemical (which has been expressad in the past of the Utility's existing water treaiment plants),
we believe that the public and the media would become alarmed at such & proposal and would create public relation
|ssues for an area that the City wishes to promote sconomic development.

2. Change In Safety Procedures: By storing these chemicals on-site, the Utility's satety procedures, anti-terrorism
procedures, vulnerablilty assessrments, and security measures at the site would be required to be changed. As you know,
such Issues are regulated by State and Federal agencies and have been scrutinized since 9/11. The change in security
measures woulld require additional tunding for improvements and increased operating expenses. Such a change would
a:tso increasa the Utility's overall risk and labllity related to mechanical fallures or acc ents that could possibly ocour at the
site. .

3, Sizing of Faclities: Re-chlorination in a other distribution aystems has not encompassed a reservoir of the type of

magnitude that the City operates. Most utilitles shy away from teeding gas chemicals In their distribution systams due to

safety and public perception of using gas chemicals and use liquid chemicals instead. This means using aqueous

'ar:nmonla and| la?déum hypochiorite and would require iarge storage volumes. The sizing of the lacilities only exacerbctes
e concems listed. ..

4. Potentla! Water Quality Problems: Because our water source is surface water, the introduction of additional chemicals: +
at the reservoir will Increase the possibliity of disinfectant byproducts. Most of our industrial customers manufacturing

'aaystems'aro nighly sensltive 1o such byproducts and sevaral industrial customers obtain their water through the Martin Hill
esearvolr. '

5. Operating Flexibliity: The Austin Water Utility wishes to retain the greatest operational flexibility In operating the Martin
Hiil Reservoir and does not wish to imit the range of the reservolr level. The turnover in the reservoir I8 an important issue
in order to ensure that bacteria re-growth due to nitrification does not oocur, By operating the reservoir within the range
that It s currently being operatad at, the nitrification potential is addresssd, Operating the reservolr at a higher level In

ordsﬂt‘o Increase pal within the distribution system would increase the possibility ot nitrification and subsequent bacteria re-
growth.
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UTILITY CONSTRUCTION CONTRACT
BETWEEN
THE CITY OF AUSTIN, TEXAS AND
NORTE AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

This Contract is made and antered inte on the date last
herein written, by and between the CITY OF AUSTIN, TEXAS ("the
City"), a Home Rule City located in Travis County, Texas, and
the NORTE AUSTIN MUNICIPAL UTILITY DISTRICT No. 1 ("the
District"), a conservation and reclamation district created
pursuant to Article XVI, Section 5%, of the Taxas Constitution
and operating under the provisions of Chapter 54 cf the Texas
Water Code.

RECITALS

The City owns and operates a water supply system and a
sanitary sewer collecticn and treatment system serving areas
within and adjacent to its city Llimits and has determined to
extend its water supply and sanitary sewer facilities into the
service area north of its present city limits in order to
provide water and sanitary sewer sarvice within said area for
tn;'purposc of protecting thcfioalth and welfare of present and
future residents of the area and of portions of the City in
proximity thereto.

The District desires to obtain access to the City's water
supply system in order to enable 1t to provide a dependable
supply of potable water to the inhabitants of the District and
to obtain access tec the City's sanitary sewer system 1in orcder to
provide for the transportation, treatment, and disposal of
sewage from within the District. Pursuant to Chapter 54 cof the
Texas Water Code, the District 1is authorized ¢to purchase,
construct and acquire, inside or outside its boundaries, works,
improvements, and facilities helpful or necessary to supply
water for municipal uses, domestic uses, and commercial purposes
and to collect, transport, and dispose of waste. The Board of

Directors of the District has determined that it is in the best

EXUIBIT "B" TO CREATION AGREEMENT
Page 1 of
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interests of the District and its inhabitants to cooperate with
the City 1in the acquisition and construction of certain
extensions to the City's water supply and sanitary sewer
facilities.

The City and the District are authorized to make and enter
inte this Contract in accordance with the laws of the State of
Texas, including Article 1109j, Texas Revised Civil Statutes,
and Chapter 54, Texas Water Code.

NOW THEREFORE, KNOW ALL MEN BY THESE PRESENTS, ¢that for
same in consideration of the premises and the mutual obligatiocns
and benefits contained herein, the City and the District
contract and agree as follows:

AGREEMENT
I. DEFINITIONS

The terms and expressions used in this Contract, unless the
context clearly shows otherwise, shall have the following
meanings:

1.01 "Project" shall mean and refer to those water main
and sanitary sewer main extensions and improvements described in
Exhibit "A" to this Contract. The exact alignment and
configuration of such wa‘.:er—g main and sanitary sewer main
extansions and the exact location and configuration of the other
watsr and sanitary sewer improvements may vary depending upon
the final engineering design which shall be reviewed by the
Environmental Bocard of the City and which shall be approved by
the consulting engineers for the District and the Directors or
acting Directors of the City's Water and Wastawater and Public
Works Departments. It is expressly acknowledged and agreed
that, prior to the time engineering design for the Project has
been finally determined, the City may, at its optionr, require
the oversizing of any of the failities comprising the Project,
provided: (i) that the City bears the cost of such oversizing

and any related engineering expenses; (ii) that the total cost
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of the Project to the District is not increased as a result of
the oversizing; and (iii) that the construction of the Project
18 not delayed as a result of such oversizing.

1.02 "Beard" andfor "Board of Directors” shall mean and
refer to the Beard of Directors of the District.

1.03 "Bonds" shall mean and refer tec the bonds to be
1ssued by the District, in one or more series or 1issues, for the
purpose of acquiring, by purchase and/or construction, the
Projects.

1.04 "Bond Resolution" shall mean and refer to any
resolution or trust indenture of the Board of Directors
authorizing the issuance of the Bonds and providing for their
security and payment, as amended from time to time as therein
permitted.

II. OBLIGATIONS OF DISTRICT WITH RESPECT
TO THE ACQUISITION OF THE PROJECT.

2.01 Subject to the limitations hereinafter set forth, the
District agrees that it will proceed, as promptly as possible
and to the best of its a.bili;ies. with the financing and
acguisition and/or ccnstmctz‘:on of the Project, all in the
manner hereinafter doscribcd.{me District agrses to promptly
pursue the approvals necessary for the District to issue the
Bonds and acquire the Project. Upon obtaining said approvals,
the District agrees tc proceed promptly to issue and sell the
Bonds and, thereafter, to purchase and/or construct the
Project. The District hereby covenants that 1t will make a
diligent effort to design and to complete the Project as soon as
practicable; provided, however, that the District shall not be
liable for any damages which may be occasioned by delays not
caused by negligence of the District. The District and the City
shall agree on the "Consulting Engineers" for the Project, which
shall be constructed in accordance with plans and specifications

prepared by the Consulting Engineers and approved by the City.
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It is further agreed that the Consulting Engineers may be
changed, but only with the consent of both the District and the
City.

The District may enter into such contracts as may be
necessary to provide for the acquisition, by purchase and/or
construction, of the Project. Said contracts shall be approved
and executed as required by the laws and regulations applicable
to municipal utility districts and shall be awarded by
competitive bidding in accordance with applicable City policies
and procedures. The City shall be given notice of and invited
to attend all bid openings, including bid openings for Bonds.

III. DISTRICT'S OBLIGATION TO PROVIDE
FINANCING FOR PROJECTS

3.01 In order to finance the costs of the Projects, the
District agrees to issue and sell the Bonds, in one or more
series or installments, in such amounts as may be necessary to
pay the costs and expenses of acquiring and/or constructing the
Project and the costs and expenses of 1ssuing the Bonds
including, without limitation, the c¢ost o¢f acguiring all
rights-ocf-way, easements, and }and therefor; <the funding of all
special funds created for the _:i;aymcnt and security of the Bonds;
reasonable financial and legal fees, as agreed to in writing by
the City attorney and the Dirrector of Finance of the City;
printing and other expenses incurred 1n connection of the
issuance, sale and delivery o¢f the Bonds; and an amount
sufficient to provide for the payment of interest on the Bonds
for a period not to exceed two (2) years. The parties agree
that all of the Bonds issued by the District pursuant to the
provisions hereof shall be payable sclely from the contractual
payments identified and described in Article V of this Contract.

3.02 Prior to the passage by the Board of Directors of the
District of any resoclution authorizing the issuance of the

Bonds, a draft of such resolution in substantially final form
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and content shall be delivered to the City Manager of the City
at least thirty (30) days before the proposed date of sale of
such Bonds and approved by the City Council of the City. Such
draft shall set forth the principal amount and the maturities of
the Bonds to be issued, the special funds created for the
payment and security of the Bonds, including provisions relating
to the creation and establishment of a special escrow fund for
the deposit of the proceeds of the sale of the Bonds; and the
procedures to be followed for the disbursement or withdrawal of
funds depositad in such accounts. The necessity and amount of
capitalized interest on the Bonds shall, after the first issue
of Bonds, be reviewed and determined by the District and the
Director of Finance of the City.
IV. OWNERSHIP AND OPERATION OF PROJECT

4.01 It is understood and agreed that the Project, upon
final completion of the purchase and/or construction thereof,
shall be dedicated to the City and, upon acceptance thereof by
the City, all right, title and interest of the District in and
to the Project shall vest in the City and the City shall

thgreaftcr be responsible for the malintenance and operation of

Ql" +

the Project, at its sole expense!
V. PAYMENTS BY THE CITY

5.01 For and in consideratiocn of the District's acgquiring
the Project and conveying the same to the City, the City agrees
to pay tc the District, 1n the manner hereinafter set forth, a
sum equal to the <total of the principal, interest, paying
agents' fees, and other charges and expenses which may accrue in
connection with the payment and discharge of the Bonds. It 1is
further agreed that the City's obligation to make the payments
herein specified shall terminate at such time as: (a) all of
the Bonds have been paid in full and are no longer outstanding
or (b) the City has irrevocably deposited with the paying agent

or trustee, as the case may be, in trust: (1) monies sufficient
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to fully pay the principal of, redemption premium, if any, on
and interest on the Bonds to the respective due date or dates by
reason of maturity, redoﬁption or c¢therwise; aqd/or (2) govern=-
ment obligations, certified by an independant public accounting
firm of national reputation, which shall mature as to principal
and interest in such amounts and at such times as will insure
the availability, without reinvestment, of sufficient funds to
pay the principal of; redemption premium, if any, on and
interest on all outstanding Bonds to their respective due data
or dates by reason of maturity, redemption or otherwise. "Gov-
ernment obligations" as used herein shall mean direct obliga-
tions o¢of the United States of America, including cbligations
upon which principal and interest are unconditionally guaranteed
by the United States of America, and United States Treasury
obligations such as its State and Local Government Series, which
may be in book-entry form. It is further understood and agreed
that the District's only source of funds to pay the principal of
and interest on the Bonds, and to pay expenses relating to the
Bogds, shall be from the payments to be made by the City to the
paying agent for the District pd}suant to this Contrace.

5.02 The City agrees to make the following payments to or
on behalf of the District for so long as any of the Bonds issued
in connection with the Project are ocutstanding:

{a) Such amounts, payable semi-annually on or

before the last business day prior to the due
date of each payment on the District's Bonds, as
may be necessary to pay the principal and/or
interest coming due on the District's Bonds on
the next succeeding payment date;

({b) Such amounts, payable upon receipt of a

statement therefor, as may be necessary to pay,
or to reimburse the District for, the fees and
charges of the paying agent for paying or
(redeeming the Bonds and/or interest coupons
appertaining therato coming due on such
date;

(c) Such amounts, payable upoen receipt of a

statement therefor, as may be necessary to pay,

or to reimburse the District for: (1) the actual
cost of any special accounting audits required by
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the City; (2) any extraordinary or unexpected
expenses or costs reasonably and necessarily
incurred by the District in connection with the
Bonds and the Projects, such as expenses of
litigation, if any; and (3) costs of special
studies and special professional services, if and
when required by any governmental directive or
regulation, or as may be agreed to by the City
and the District; provided, however, that the
City shall not be obligated to pay District
expenses of litigation if the City 1s an opposing
party in such litigation;

(d) Such amounts as may be necessary to make all
payments into any special fund or reserve fund
raquired to be established and/or maintained by
the provisions of any Bond Resclution, as defined
in Paragraph 5.05 hereocf; and

(a) Such amounts as may be necessary to pay any
deficiency in any fund or account required to be
accumulated and/or maintained by the provisions
of any Bond Resolution, as defined in Paragraph
5.0S herecf.

5.03 This Contract, and all payments reguired to be made
py the City hersunder, shall constitute a Separate Lien
Obligation within the meaning of and as such term 1s defined in
Ordinance Number 820303-A, a copY of which ordinance is attached
herets as Exhibit "B" and incorporated herein Dby this
reference. The capitalized terms set forth in this Section 5.03
and in Section 5.04 of this Article shall have the same meanings
assigned to such terms by ;:aid Ordinance. The City hereby
covenants and agrees that, subject only te the prior lien on and
pledge of the Net Revenues of the City's Waterworks and Sewer
System to the payment and security of the Priority Bonds,
including the establishment and maintenance of the special funds
created for the payment and security of the Priority Bonds, the
Net Revenues of the Waterworks and Sewer System, with the
axception of those in excess of the amounts required for the
payments to be made hersunder and required for the payment and
security of the Bonds, are hereby irrevocably piedged, equally
and ratably, to the payment and security of the Bonds and to the
payments required to be made by the City hereunder pursuant to

Section 5.02 of this Article V. 1t is further acknowledged and
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agreed that the lien on and pledge of the Net Revenuas of the
Waterworks and Sewer System securing the payments required to be
made by the City under and pursuant to Section 5.02 of this
Article V shall be in all respects on a parity and of equal
dignity with the lien and pledge of the Net Revenues of the
Waterworks and Sewer System securing the payment of the "City of
Austin, Texas, Water, Sewer and Electric Refunding Revenue
Bonds, Series 1982" and additional obligations issued on a
parity therewith (which obligations the City expressly reserves
the right to issue, in accordance with the terms and conditions
prescribed therefor in said Ordinance Number 820303-A), as well
as other Separate Lien Obligations which the City expressly
reserves the right to issue and to be payable from and equally
secured by a lien on and pledge of such Net Revenues. It is
expressly agreed by the parties heretoc that the lien and pledge
securing the payments to be made hereunder shall be applicable
only to the Net Revenues of the Waterworks and Sewer System,
and that the Net Revenues of the Electric Light and Powar System
shall not be deemad to have been pledged or encumbered by any
lien to secure the payment of any City cbligations under this
Contract in any manner. The ‘éity agrees to make provision, in
each annual City Budget, for the payment of all amounts required
to be paid by the City under and pursuant to this Contract.

5.04 The City hereby covenants and agrees to establish and
maintain rates and charges for water and wastewater services
adequate to annually produce Net Revenues of the Waterworks and
Sewer System egual at least to: (a) the sum of all amounts
deposited from the Water and Sewer System Fund (1) in any
special funds or accounts created for the payment and security
of the Priority Bonds and (2) in the Interest and Redemption
Fund and Reserve Fund (cresated and established by Ordinance
Number 8203Q03-A) for the payment of principal of and interest on

the Series 1982 and Additional Parity Bonds, and to establish
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and maintain the Required Reserve as provided in said Ordinance
or any other ordinance relating to obligations for which the
Resarve Fund was created and established to pay; plus (b) an
amount equal to 1.25 times the combined annual payments <to be
made during a Fiscal Year on all Separate Lien Obligations of
the Waterworks and Sewer System for purposes of paying or
representing the payment of, principal of and interest on all
indebtedness incurred by reason of, resulting £from or issued
pursuant to such Separate Lien Obligations. In addition, the
City hereby covenants and agrees to establish and maintain rates
and charges for facilities and services afforded by the Electric
Light and Power System and the Waterworks and Sewer System
adequate to provide gross revenues in each fiscal year from each

System sufficient:

(a) To pay the respective Maintenance and
Operating Expenses thereof;

((b) To provide such amounts as may be required
to establish, maintain or restors, as the case
may be, a required balance in any reserve. oOr
contingency fund created for the payment and
security of Separate Lien Cbligations;

(¢) To produce combined Net Revenues of the
System sufficient to.:pay the amounts required to
be deposited in any’ reserve or contingency fund
creatad for the payment and security cf the
Priority Bonds, the Saries 1982 and Additional
Parity Bonds, and any other obligations or
avidences of indebtedness issued or incurred that
are payable only from and secured sclely by a
lien on and pledge of the compbined Net Revenues
cf the Systems; and

(d) To produce combined Net Revenues of the
Systems (after payment of the amounts required to
ba paid by paragraphs (b) and (c), above) equal
ro at least the sum of (1) 1.25 times the annual
principal and interest requirements (or other
similar payments) for the then-outstanding
Priority Bonds and the Separate Lien Obligations
and (2) 1.10 times the total annual principal and
interest requirements (or other similar payments)
for the then-outstanding Bonds and all other
indebtedness (except Priority Bonds and Separate
Lian Obligations) payable only from and secured
solely by lien on and pledge of the Net Revenuss
of either or both of the Systems.

5.05 The terms and specifications of the Bonds to be

1ssued by the District pursuant to this Contract shall be set
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forth in a bond resclution or resclutions adopted by the Board
of Directors (the "Bond Resolution", whether one or more).
Approval and execution of this Contract by the proper officers
of the City, as authorized by a resolution or ordinance of the
City Council of the City shall signify not only the acceptance
and final approval of this Contract, but also an acknowledgment
that the covenants of such Bond Resolution constitute
contractual arrangements between the District and the purchasers
of the Bonds. The City agrees faithfully to perform all of its
obligations under this Contract in such manner as will permit
the District to fully perform all of its obligations under the
Bond Resclution. The City further agrees that the District, the
purchasers of the Bonds and all others concerned in any manner
with the issuance of the Bonds and the security of this Contract
in suppeort thereof may rely upon a certified copy of the
resolution or ordinance of the City Council approving and
authorizing the execution of this Contract as conclusive
evidence of the City's approval and acceptance hersof and of its
responsibilities and obligations hereunder.

. 5.06 All payments made ;by the City pursuant to Section
5.02(a) of this Contract shali:bc deposited with the depository
institution designated as the paying agent for the Bonds, which
paying agent shall be approved by the City; provided, however,
that such approval shall not be unreascnably withheld. The
funds sc deposited shall be held and disbursed by the paying
agent for the benefit of the holders of the Bonds from time to
time in accordance with the terms and provisions of such Bonds.

VI. DISTRICT'S PRO RATA COSTS OF PROJECT.

6.01 The City agrees that, upon completion of the Project,
adequate water distributien, wastawater collection, and
treatment capacity shall be reserved to serve all land within
the District and to meet the City's obligations to supply

treated water to the District and to collect wastewater
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therefrom. For and in consideration of the City reserving
adequate distribution capacity on behalf of the District, the
District hereby agrees toc pay to the City its pro rata share of
the principal and/or interest requirements and paying agent fees
due on the Bonds issued to finance the Project, as indicated on
Exhibit "C", attached hereto and incorporated herein by
reference for all purpcses.

£.02 The District and the City agree that the pro rata
share of the costs of the Project to be borne by the District
shall be payable in semi-annual installments on or before five
(5) business days prior to the due date of each principal and/or
interest payment on the Bonds. The District's cbligation to
make principal payments on the Bonds shall not commence until
the fifth anniversary date of the issuance of such Bonds. Each
such semi-annual installment shall be in an amount agual to the
percentagas hereainabove stipulated as applied to the total
principal and/or interest requiremants and paying agent fees due
on the Bonds on the principal and/or interest date next
following the date a semi-annual installment payment is to be
made by the District to the City. An example of the manner in
which the semi-annual installmfnts to be made by the District to
the City are to be calculated is attached hereto as Exhibit "D"
and made a part hereof for all purposes.

6.03 The District hereby covenants and agrees that, after
payment of all maintenance and operating expenses of the
District's water distribution and sewer collecticn works, piants
and facilities (hereinafter called the "System Facilities"),
and subject only to any prior lien on and pledge of the income
and revenues derived from the operation and ownership of the
System Facilities to the payment and security of bonds (other
than the Bonds) issued by the District, the revenues and income
derived from the operation and ownership of the System

Facilities shall be and are hereby irrevocably pledged to the

'™
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payments to be made to the City under and pursuant to Section
6.02 above. In this connection and so long as such semi-annual
installment payments remain due and owing to the City, the
District covenants and agrees to £ix and maintajn such rates and
charges for water and sewer services afforded by the System
Facilities as shall be fully sufficient to provide income and
revenues at all times adequate to make the contract payments
representing the District's pro rata share of the costs of the
Project to the City. In addition, the payments to the City
under and pursuant to Section 6.02 hereof shall be payable from
and secured by an ad valorem tax, imposed by the District,
unlimited as to rate or amount, which the District agrees to
levy, assess and collect, upon all taxable property within the
District at the same time as other District taxes are levied,
assessed and collected. All of the foregoing provisions for the
payments required under and pursuant to the foregoing Section
6.02 by the District to the City are made pursuant to the
authority conferred by Sections ‘54.218 and 54.219 of the Texas
Water Code, and an election duly held within in the District on

the, day of - , 198 . The District

agrees that the resolution o!.": its Board of Directors approving
this Contract and authorizing the execution hereof on behalf of
District shall make specific provision for the levy, assessment
and collection of the aforementioned taxes during each year and
at such rate (full allowance being made for delingquencies and
costs of collection) as may be necessary toc promptly make the
payments herein pledged to City after consideratiocn of all funds
on hand or to be on hand from other sources, including those
derived from the System Facilitias as above set forth. The
District hereby pledges the employment of these provisions for
taxation as the means of making all payments to the City
required under this Contract in each and every year when, for

any reascn, it shall appear that other available sources will
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not produce funds entirely adequate for such purpose 1n the
succeeding fiscal year.

6.04 The City covenants and agrees to anforce any and all
existing contractual obligations with other entities and
individuals in order to bring about cost participation in the
Project on the part of these entities or individuals.

6.05 It is understood and agreed that the City shall have
the right to establish and charge a subsequent user fee to all
City water or sewer customers connecting to the facilities
comprising the Project. In consideration of the District paying
a share of the costs of the Project, neither the District nor
any customers within the District shall be obligated to pay such
subsequent user fee so long as the District is not annexed to
the City, it being understood that the District's share of the
costs of the Project is to be in lieu of of any such subsequent
user fees to be assessed and collected by the City for the
Project against other customers of the City's Waterworks and
Sewer Systeam. The District shall not have any rights to any
such subsequent user fees collected by the City or any interest
thgreon. -

vII. CONSTRU¢€IION AND INSURANCE

7. 01 The Environmental Board of the City shall have the
right to review the initial plans for the alignment and
construction of the Prcject, and shall Dbe invited to make
on-site inspections of the Project during the alignment and
construction stages.

7.02 During such time as the District or its contractors
engage in construction work in relation to the Project, the
District agrees to reguire all contractors performing such work
to provide adequata insurance in relation to che Project and the
work being performed as is usually carried by contracters
constructing like properties and also to require all contractors

to carry worker's compensation insurance. Upen completion of
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construction of the Project and the dedication thereto to the
City under the terms hereof, the City agrees to carry insurance
on the Projects of a kind and in an amount which is customarily
carried by municipal corporations in relation to the ownership
and operations of utility properties.
VIII. CONDITIONS PRECEDENT
The obligation of the District to acguire and/or construct
all or any part of the Project shall be conditioned upon the
following:
(a) Approval by the Texas Department of Watar
Rescurces, the Texas Department of Health, and
any and all other local, state, or federal
agencies having juriasdicticn;
(b) Sale of the Bonds in an amount sufficient to
pay the costs of the acqguisition and the expenses
of issuing the Bonds; and
(¢) The District's ability, or the ability of
its contractors, using all reascnable diligence,
to obtain necessary material, labor, and
equipment.
IX. USE OF CITY'S PROPERTY
By these presents, the City authorizes the District's use
of wany and all real prcp-rty,;streets, alleys, public ways and
places, and general utility or:- water easaments of the City for
the acquisition and/or construction of the Project, so long as
such use by the District does not interfere with any lawful use
by the City. The City further agrees to provide right-ofe-way
for the Project and to proceed immediately to acguire any
necessary right-of-way by purchase, contract, or condemnation.
The City's costs of acquiring such right-of-way shall be
considered costs of the Project which shall be reimbursed by the
District cut of the proceeds of the Bonds. Nothing herein shall
be construed as limiting the powers of the District to acguire
land, easements or right-cf-way for any purpose allowed by law.
Upon completion of the Project, all easements acquired by the

District for the Project shall be dedicated to the City.
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X. FORCE MAJEURE
10.01 The term "Force Majeure", as employed herein, shall
mean and refer to acts of GCod; strikes, lockouts, or other
industrial disturbances; acts of public enemies; orders cf any
kind of the Government of the United States, the State of Texas

or any civil or military authority: insurrections; riots;

epidemics; landslides; lightning; earthquakes; fires;
hurricanes; storms; floods; washouts; droughts; arrests;
restraint of government and Dpeople; cavil disturbances;

explosions; breakage or accidents to machinery, Ppipelines, or
canals; or other causes not reasonably within the control of the
party claiming such inability.

10.02 1f, by reason of Force Majeure, any party hereto
shall be rendered wholly or partially unable to carry out 1ts
ocbligations under this Contract, then such party shall give
written notice and the full particulars of such Force Majeure to
the other party within a reasonable time after the occurrence
therecf. The obligations of the party giving such notice, o
the extent affected Dby such Force Majeurs, shall be suspended
dur_:‘.ng +he continuance of the inability claimed, except as
hereinafter provided, but fo_r? no longer period, and any such
party shall endeavor to remove oOT overcome such inability with
all reasonable dispatch.

10.03 It is understood and agreed that the sectlement of
strikes and lockouts shall be entirely within the discretion of
the party having the difficulty, and that the apove requirement
that any Force Majeure shall be remedied with all reascnable
dispatch shall not require the settlement of strikes and
lockouts by acceding to the demands of the opposing party or
parties when such settlement is unfaverable in the judgment of
the party having the difficuley. It is specifically excepted

and provided, however, that in no event shall any Force Majeure
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relieve the City of its obligation to make the contract payments
to the District as required by Article V of this Contract.
X1. REGULATORY BODIES
This Contract, and the acquisition of thg Projects, shall
be subject to all wvalid rules, regulations, and laws applicable
thereto passed or promulgated by the United States of America,
the State of Texas, or any governmental body or agency having
lawful jurisdiction thereof.
XII. PARTIES IN INTEREST
This Contract shall be for the scle and exclusive benefit
of the City, the District and the owners or holders of the Bonds
from time to time, and shall not be construed to confer any
benefit or right upon any other parties.
XII. SEVERABILITY
The provisions of this Contract are severable, and if any
word, phrase, clause, sentence, paragraph, section or other part
of this Contract, or the application thereof to any person or
circumstanca, shall ever be held by any court of competent
jurisdiction to be invalid or unconstitutional £for any reason,
th: remainder of this Contract and the application of such werd,
phrase, clause, sentencs, pafi&raph, section or other part of
this Contract to other persons or circumstances shall not be
affected thereby.
XIV. TERM OF CONTRACT
This Contract shall be in force and effect for so long as
the Bonds, or any of them, remain outstanding and unpaid;
provided, however, that in no event shall the term of this
Contract exceed forty (40) years from the date of execution
herecf by the District.
XV. EXECUTION OF CONTRACT
This Contract may be exacuted by the City prior to the
creation of the District and shall be binding upon the City for

a period of one (1) year following the approval of this Contract
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or the Project by the Texas Water Commission, whichever
occurs first, and execution of this Contract by the Board of
Directors thereof, and shall thereafter be binding upon the City
and District in accordance with its terms.

IN WITNESS WHEREOF, the District and the City, each acting
under authority of their respective governing bodies, have
caused multiple originals of this Contract to be duly executed,
each of such to be of egual dignity, on the date or dates

indicated below.

APPROVED AS TO FORM: CITY OF AUSTIN, TEXAS
// [ .
/£ Mt By J ——
_ Klbert DelLaRosa City Manager
City Attorney MAY 0 1983
Date:

NORTH AUSTIN MUNICIPAL UTILITY
DISTRICT NO. 1

By

Yesident, Board of Directors

Date: JLA/\M—J/W], 21, /7]4

L4

2663R/SBL
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EXBIBIT "A"

DISTRICT ITEMS

WATER

1.

36 inch Jollyville Transmission Main (along McNeil Rcad from
Jollyville Reservoir to Parmer Lane)

2. 24 inch Parmer Lane Transmission Line (from existing 24 inch
main in Milwood 6~-11 to McNeil Road)

3. 36 inch Transmission Line (from 36 inch main in McNeil Road
to Proposed Reservoir)

4. 24 inch FM 620 Transmission Main (from 36 inch in Parmer at
Reservoir to FM 620)

WASTEWATER

Temporary Lift Station and Force Main System (from North
Austin M.U.D. #1 to Bull Creek Lateral "A")

CONTRACT BOND ITEMS

Northwest "A" System Reservoir (2,700,000 Gallons Effective
Storage) .

48 inch Spicewood Springs- Transmission Main and Discharge
Piping (from Spicewood Springs Pump Station to U.S. Highway
183)

Oversize Research Boulevard Transmission Main from 36 inch
to 48 inch Diameter.

WASTEWATER

Permanent Wastewater System including Anderson Mill and
Forest North (from North Austin M.U.D. #1 to Bull Creek
Interceptor)

REALS/43-1:SBL
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AN ORDINANCE Dy the City Coundl of the Ciry of Ausun, Texas, authorizing the issuancs of
$598.000,000 “CITy OF AUSTIV, TEXAS, WATER, SEWER AND ELIcTRIC REFUNDING REIVENUS Bovos, SEriEs
1982"; presexibing the form of the bonds ad the formr of tas interest coupons; piedging the net revenues of
the City's Waterworks aad Sewer System and Blectric Light nd Power System @0 the payment of the
onnapai of and interest oo said bonds; enacting provisions incident and reiated to the issuance, paymest

“ecunty and delivery of said boads: aad dst-."uin; aa emergeacy.

-

Passed March 3. 1982
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~ar

ORDINANCE NO. 820303-A

AN QRDINANCE Ov the City Councd of the City of Ausun. Texas. authonmng the ssuance of
£$98.,000.0C0 " CiT¥ OF ALITIN, TExas. W ATER. SEWER aND SLECTRIC ReFUNDING REVENUE BONDS, SERIES
1982", presenbing (e form of the 0QRES 20C 1RE [Grm Jf tae nizrest coupons: piedgng the net revenues af
ne City's Watervorks 1nd Sewer Sysiem anc Siestnic Lignt and Power Svsiem to the payment of the
annegal of and intesest on said vonds: enacung provisions incigent and re:3ted 0 :he issuance, payment
secunty ang detivery of said bonds: and declanng an emergency.

WHEREAS, the City of Ausun. Texas (:he “City™) has duly ssued ind delivered, and there dre
currently outsianding, the following senes or issues of revenue boads payabie rom 2ad secured by a lien
an and pledge of the net revenues of City's Eleemnc Light and Power. Waterworks and Sewer System, (©

Mt

) Gy of Ausaa, Texas, Utlicy System Revenue Bonds, Senes 1.
daced Aprd 1, 1977, gow outstanding 1 the aggregate
principal amount of $ 30,000.000

() City of Ausan, Texas, Utilicy System. Reveaue Bonds, Series 2,
dated Ocwober |, 1977, sow outstanding n the aggregate
princpal amount af $5,000,000

(3 Cicy of Austin, Texas, Udlity Sysiem Revenue Bonds. Series 1,
dated Aprl 1, 1978, now ocutstanding the aggregate
pnacipal amount of 78,000,000

) Ciry of Ausan, Texas, Udlity System Revenus Bonds, Series 4,
dated Ocwober |, 1978, now oumstanding in the aggregase
principal amouat of 76,780,000

%) Cicy of Austin, Texas, Unlicy System Rgvenue Bonds, Series 5,
dated Mareh 1, 1979, now outstanding in e aggregaw
principai amouat of }9,000.000
(6) City of Ausua. Texas, Udlity Synem Revesus Bonds. Series 6.
dated September |, [979, sow outstanding in the aggregate
principal amouat of - 60,000,000

N City of Austia, Texas, Utlity Systerz Revenus Bonds, Series 7,

- ‘ dawed July |, 1980, sy ouwwaading in the aggregate

principal amount of .. 45,000,000

(3 Ciry of Ausun, Texas, Uulicy System Reveaue Bonds, Sertes 8,
dated January |, 1981, now ouutaading 2 the 1ggregate
principal amount of 45,000,000

(%) Ciry of Austn, Texas. Udlity System Revenue Bonds. Series 9.
dated Juge [, 1981, now suistanding in the aggregae .
prmeipal amousat of 27,000.000

(19) City of Austin, Texas, Utdlicy System Revenue Bonds. Series
10, dated Qctober i, 1981, sow outstanding 1a the aggragate
principal amount of 43,000,000

(1) Ciry of Ausun, Texas, Elscunc, Waterworks aod Sewer System
Refunding Revenue Bonds, Series 1979, dated July [, 1979,
gow outstanding ! the 3ggregate prnapal AMount Ol 303.665.000

Ang WHEREAS. the City Counal of the City has determned 1nd hereby fads that refunding boads
should be 1ssued it an amount suficieat, together with other avalabie funds of the City. 1o refund ail the
sbove described bonds for the reasons set forth 1 Secuon 4l hereof, pay the costs of ssuanes of the
refunding boads and provide 2 debt seovice resecve for the refuading bonds: and

© WHIREIAS. 't is hereby officiaily found and determuned hat it s aecessary and deswrable o use
proceeds of the refunding donds to fund 2 porton of the dest service reserve provided in Secnon 13 below,
10 sfecuvely mackes che boads aad acnjeve the purpese of the refunding as nerainafter set forth: now,
therefore,

Bl
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8e 1T OrpaneD By THE CrTy CouNCL OF THE CrTy OF AUSTIN, TEXAS!

SECTION |: Authamzarion—=Principal Amouni— Series Designanon. For the purpose of refune
ding all outstanding CiTY OF AUSTIN, TEXAs, ELECTRIC. WATERWORKS anD SEWER SYSTEM REFUNDING
Revenur Bonos and Crry oF AustiN, Tetas, UTmry SysTem Revenue Bonps, there shail be and
there s heredy authonzed 10 be issued a senes of bonds, each payable o bearer, but subjest ©
registrauon s o the payment of prinapal, i the princpal amount of Frve HUNDRED NINETY-EIGHT
MILION DoLLArS ($598.000,000), to be designated “CITy OF AUSTIN, TEXAS, WATER, SEWER AND
ELscrric REFUNDING REvenum Bonps, Serizs 1982 (the “Senes 1931 Bonds”), pursuant @
authority conferred by aad in conformury with the laws of the Scate of Texas, parncularly Arnele 717Xk,
2s amended, V. A.T.CS.

SECTION 2 Date—Denomination——Numoers—sigiurities—(nterest Raes. The Senes 1982
Bonds shall be dated March 15, 1982; shall each be in the denominanon of Five Thousand Dollars
($35,000); shall consist of 119,600 bonds. aumbered consecutively {rom One (1) upward and shall
mature and bear interest 1t per anaum rates n accordance with the followwng schedule:

AggreTate
Bond Numbers Matuncy Princioni laterest
(Al {netusive ) M Amount Rate
ltwo 435 November !5, 1982 S 2.175.000 8.25%
436w 1,506 May 15, 1983 5.355,000 3.75%
1,507 w 1,366 November |5, 1983 4,300,000 3.75%
2367w 3,264 May 15, 1984 4,490,000 9.50%
3265w 4254 November 15, 1934 4,950,000 9.50%
4255w 5283 May 15, 1985 5.170,000 10.00%
5239w 46398 November | 5, 1985 5.550,000 10.00%
6399w 7,564 May 15, 1986 5,830,000 ! 10.40%
7565w 8.653 November | 5, 1986 5,445,000 ©  10.40%
8,654 9,300 May 15, 1987 5,735,000 10.30%
9801w 11,310 November 15, 1987 7.550.000 © 10.830%
- 1,311 w0 12,898 May !5, 1988 7,940,000 | 11.20%
12,899t 14,574 November |5, 1988 3,380,000 11.20%
14575 @ (6,344 - May 15, 1989 8,350,000 11.50%
16.345t0 18,002 November 1§, (939 8.290.000 11.50%
18,003 @ 19,755 May L5, 1990 8,765,000 11.75%
19,756 w0 21,499 November |5, 1990 3.720.000 11.75%
21,5000 23,345 May 1S, 1991 $,230.000 12.00%
31460 25,250 November 15, 1991 $.525.000 12.00%
25251 w0 27,266 May 15, 1992 10,080,000 12.25%
27287 w 29,386 November (5, 1992 10,600,000 12.25%
29.387w 31,636 May 15, 1993 11,250.000 12.50%
31,637 w0 33,862 November | 5, 1993 11,130,000 12.50%
33,863 w0 36,224 May 15, 1994 11,810,000 12.75%
3625w 38,592 November 15, 1994 11,340,000 12.75%
18,593 w 49,774 November [ 5. (996 §5.910,000 11.00%
49,775w0 55,938 Novamber | 5, 1997 30,820,000 13.50%
55,9390 87218 November [ S, 200} 156,400,000 14.00%
. 872190 94,973 November | 5, 2002 38,775,000 11.00%
94,9740 119,600 November LS5, 2006 123,135.000 14 23%
’ Secmion 3: [nterest. The Series 1932 Bonds shail bear interest from date until paid. or redeemed

in accordance with (the terms prescribed tierefor, at the per anauwm rates shown above, such taterest o
be evidenced by interest coupons antached (0 each of saud bonds ind said interest shall be payabie an
November 5. 1982, and semanguaily thereaiter on May |5 and November |5 (n e3ch vear.
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Secrion & Payment of Bonds—=Paing Agenr—Regsrar 3oin pracpal of and aterest oa the
Seres 1982 Bonds shall be payable i lawful money of e Umted Scates of Amenca, ¥inow
exchange ar collecuan charges 0 the owner or hoider ‘nereof. cpoa presentanon and surences of
such bonds or proper coupons. at Morgan Guaranty Trist Company of New York, New Yorx. New
York (the *Paying Ageat"),

The Paying Ageat is hersby designated and appointed the Regisiar for the Senes 1982 Bonds.
and. 1n the pesformancs of the dunes of Regstrar, shall munwa and keep Bond Regustrauca Books
for purposes of regstering the Senes 1982 Bonds as o the payment of prinepal and discharging the
same (rom registration, all 1 acsordancs with the Bond Regisirauon Provisions appeanag on e
Form of Bond set forth in Section § hereof and incorporated herein by reference s 1 2an of s
Ordinance for ail purposas.

Sgcrion §: Oprional Redermpaion. (a) The City reserves the ngnt redesm the Senes 1982
Sonds maturing on and after November 15, 2002, o whoie at any ume of @ part og any interest
payment date (and if within a magunty at raadom, by lot or ather customary method selected by the
Regstrar), oo or after May 15, 1997, at the pnez of par plus accrued iaterest 0 (e date of
redempuon and without premuum.

() The City also reserves the nght o redesm the Senes 1982 Bonus matsnag on Novemoer U5
1984 through November 15, 1994, 11 whole or i1 pant (and f @ part the parncular Sonds w0 e
redeemed shall be seiected by the Registrar at random. DY lot of other customary method), on May
15. 1984 or on any interest payment date thereafter, at the pniee of par plus accrued insrest O the
date of redempuon aad snchout premium, provided the prinapil amouat of Bonds to be redesmed
shall not exceed the amount of procseds derived from the sale or other disposiucn of the City's
panicpating 1nterest in the South Texas Project and on hand 1n the special escrow acsount referved (0
. Section 23(b) hereof a¢ the ime of the call for redempuon- ;

SscTion & Mandatory Redemption. The Series {982 Bonds herminaiter descmibed shall aiso be
subject @ maadatory redemption prior (o mansricy 3 follows:

(3) Series 1982 Bomds maturing on November 15, 1996, ire subjest 0 mandatory

redemption prioe (o maguricy and shall be redesmed. @ part. oa the dates and i the principal
amouants set forth below:

4

- D_u: ) Amount
May 15. 1995 : $12.575.000
November |5, 1995 15,295,000
May 15, 1996 11.020.000

(b) Semes 1981 Bonds matunag on November i35, 1997, are subject (0 mandatory
redempuon pror 0 matuney and shall be redeemed. in part. on the date 2nd ia the panapal
amount sat forth beiow:

D—ll-ﬂ Amaunt
May 1S, 1997 312.100.000

(¢) Seres (9821 BSonds mawnag on November 1§, 2001, are subject 0 mandatory
redempuon prior 1© maturity 1ad shall be redesmed. 11 par, on the dates and 2 the pnacpal
amounts set forth below:

DOate Amount
May 15, 1998 $14.565,000
November |5, 1998 18,925.000
May 1S, 1999 16,530,000
November 15, 1999 11.375.000
May 15, 2000 19,725,000
November {5, 2000 21,645,000
May 1§, 2001 20,355.000
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{d) Senes 1982 Boands matunng on November !5, 2002, are subject to mandatory
redempuon prior (0 matunty and shail be redesmed. in pan, o the date and n the snncpal
amount sat forth beiow:

Dais Amount
May 15, 2002. $20.630,00C

(e) Semes (982 Bomds matunng on November (5, 2006, are subjest to0 mandatory
redempuon pnior (¢ matunry and shall be redeemed. 1n par, oo the dates and ia the prnnapal

amounts set forth below:

2::: Amount
May 15, 2003 $17.370.000
Navember [ 5, 2003 19,955.000
May 1§, 2004 17,300,000
November 1S, 2004 17,415,000
May 15, 200§ 19,305,000
November | 5, 2005 15,795,000
May 15, 2006 1.855.000

Qn or prior 10 esch April | and October | in each of the years specified above that Senes (982
Boads are w be mandaionly redeemed, the Registrar shall select at random, by lot or other customary
method the serial aumbers of tie Series 1982 Bonds withun the applicabie matunty 10 be redeemed on
the next following mandatory redemption dats, and cthe Senes (982 Bonds thus selested shall be
redeemed on the aext {oilowing May 15 and November 15, as the case may be, from moneys sat aside
for that purpose in the [ateres: and Redemprion Fund, at the prics of par and acorued interest o the
date of redempdon, without premiumr. Agy Series 1982 Boads aot seieced for prer redempaon shall
be paid on the date of their stated marurity. . .

The principal amount of the Series 1937 Bonds required 10 be redesmed pursuamt (o the
operaunon of such mandatory redempeion provisions shall be reduced, at the option of the City, by the
pnnapsl amount of 2ay Senes 1982 Bondg wiuch, at least 5§ days prior w0 the mandatory redempuon
date, (1) shall have been acquired by the Ciry at 2 price not excesding the principal amouat of such
Sonds pius aczrued nterest to the date of purchase thersof, and delivered 0 the Regsirar (or
canceilauon, (2) shall have beea purchased znd canceiled by said Registrar ac the request of the Cicy
with moneys iz the [aterest and Redemprion Fuad, at 3 price not exceeding the principal amouat of
such Senes 1982 Bonds plus accrued interest wo the date of purchase thereof, or (1) have been
redeemed pursuasnt o the opdonal redemption provisions set (orth ibove W Sesuion § hereof and not
theretofore credited against 2 mandatory redempdon requirement.

Sscrion T: Nonce of Redemprion. At least thuty (30) days prior to any date on wiuch any of the
Senes 1982 Bonds are to be redeemed pursuanc to the provisions of Sectons § or § hereof, the City
shail cause 2 written nouce of redempdon (specifyiag the serial numbers 2ad amouat of bonds w© be
redeemed) (o be published at least once in a fAnancial publicanon of general arculaton 1 The City of
New York, New York and :n 2 newspaper of general droulauon 1n the Ciry of Ausan, Texzs By the.
date fixed (or any such redempnon due provision shall be made with the Piying Ageat for the
payment of the pnnapal amount of the Series 1982 Bonds which are 10 be so redeemed 3nd acerued
interest therson to the datwe fixed for redemption. U such wrinten nodes of redemprion is published
and if due provision for such payment is made, all 1s provided 1bove, the Series 1982 Sonds whica
are w be so redsamed thereby automaucally shall be redeemed prior o their scheduled maruntes,
and they shail not bear interest after the date fixed for redemprion. and they shall not be regarded as
being outstandidg excepr for the right of the hoider o recatve the redempuen price from the Paying
Agent out of the funds provided for such payment A similac acuee shall be mailed by the Cuy,
postage prepaid, not less thaa JO days prior to the redempuon date. (1) (o the registered owner of
each Sentes 1982 Bond o0 be radeemed it the address appeanng on :he Boad Regstriuen Sooks
maataned oy the Registrar and (5) 0 the owner of each of the Seres (382 Boads 10 de redesmen
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whigh 5 payable to bearer, provided that each such owner previously shall have filed wruen
.nstrucuons vih (Re Registrar as o the name and iddress (0 which sucs nouce saould be maed: dut
yiure 10 mai or recmve aay such notce, of any defect therewn or 1 the maiiing thereof, shail not
1fect the vahidity of the proceedings (or he redempuon of such Sertes 1982 Bonds.

Sgerion 8: Exacurion of Sonds. The seal of saud City shall be :mpressed on each of said Seres
1982 Boads or. in the alternauve, 3 facsimie of such seal shall 5 printed on the said Senes 1982
Jonds. The Semes 1982 Bonds and nterest coupons appurenant there:o may be executed Dy the
;mpnnted facsimile signatures of the Mayor 2nd City Clerk and execunon in such manaer shall have
ine same effect as f such Senes 1982 Boads and coupons had been signed By the Mayor and City
Clerk 1 person by thewr manual signatures. laasmuch as such Series 1982 Bonds are required © be
registered by the Compuroller of Public Accounts of the State of Texas, ooly hus signature (orthatof 3
deputy designated in wnting (0 act for the Comprroiler) shall de required to be manually subseribed
0 such Senmes 1982 Bonds w1 connection snth his registradion cernficate w 3ppear thereon, as
herewnafter provided; all @ accordanes with the provisions of Arade 717j-1. YV A.T.CS.

Ssemion 9 Forme The form of the Senes 1982 Bonds, nciuding the form of interest coupons (@
be attached thereto, the form of registration certificats of the Comprroiler of Public Accounts of the
State of Texas and (e form for registraucn of ownersiup to be printed hereon, shall be substanuaily

as follows, (o wic .
(Form of Bond)
NO. UNTTED STATES OF AMERICA . $5.000°
STATE OF TEXAS
COUNTY OF TRAVIS - -

CITY OF AUSTIN, TEXAS,
WATER, SEWER AND ELECTRIC
- REFUNDING REVENUE 8OND
. - ¢ SERIES 1982

The Ciey of Ausun, 3 mumcapal corporauon in the County of Travis, State of Texas, For VaLux
RecerveD, hereby promises o pay (0 (he bearer hereaf, or, if this bond be rogistersd as (o prncpal as
hersafier provided, 10 the registered owner hereof, oa the ErrEEnTH Day OF . . {uniess this
Bond shaall have bees redesmed prior to maturity 13 sccordance wth the provisioas of the ordinance
nerenafter referred to) the prncipal sum of

FIVE THOUSAND DOLLARS

($5.000), and w© pay interest therecn {rom the date hersof undl pad at the rate of percaatum
{ %) per annum, such interest beiag evidenced by (nterest coupons payable oo November LS, 1982, and
sermannually thereafter on May |5 2ad November |5 1n each year while vus Bond 15 ouwstaading.

Bor PruncIPaL of and intereston this Bond shall be payabie 11 lawful money of the United Scates of
America, without exchange or collecuon charges @ the owner or holder, such prinapal and (nterest
coupons apperaining hereto, being payabie only upon preseataton ad surrender of this Bond or proper
\nterest coupon. at Morgas Guaraaty Trust Compaay of New York, New York, New York (the “Paymng
Agent”).

If this Bond is registered as to principsl (other than to bearer), such prinapai shail be paid w0 the
regstered owner shown oa the Band Registrauon Books of the Clty kept by the Baying Agent as
~Registrar” for the City, upoa preseatzuon and surreader of tus Boad (0 the Paying Ageat.

This BOND is one of a sertes of boads (the “Bonds™), dated March 13, 1982, numbered consecutively
from One { 1) upward, each in the desomunauan of $5.000, aggregating in praapa amount $398.000.000,
issued for the purpose of refunding all presendy outstandiag »City of Ausun, Texas, Elecnie, Waterworks
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and Sewer System Refunding Revenue Bonas” ind ~Conv af Ausua, Texas. Luuty Ssstem Revenus
3onds” pursuant (0 and in conformrty with the faws of the S:iare of Texas. sarewaniy Amcis "1k
V A.T.CS., 15 amended, the Home Ruie Charer of the Cuiv 2ng an orcinancs ‘e “Ordinancs™: auiy

passed by the Clity Couned of the City 2nd duly racorded 1 :ne \Onutes of said Counci.

Tue Bonos are 1ssued in coupon (orm without nght of conversion 2ad exchanges o iully ragistered
bonds. Provisions regarding the registrauon of tfus Bond as to principai and e condiaons of transier are
set forth in the Bond Registrauca Provisions appeanag oa the hack hersof,

Txs BONDS matunng on the dates hermnafter :deausied 1re subject to mandatory redempucna pnor o
muunty with funds {rom the “[nterest and Redemption Fund ", estabiisned in the Ordinance. and shail be
redeemed in part prior t© matuncy it the price of par and iccruea iatersst therson (0 the date of
redempuon, and without premium, oa the dates and 1 the amounts se? forth a the Ordinance. Boads
maturing November 15, 1996 are subject to mandatory redempuon on May 15, (999 and semuanauaily
thereaiter on each November 15, aad May |5 through May 15, 1996. Bonds matunng Naovember |5, 1997
are subject to mandatory redemption on May 15, 1997, Boads maturing November |5, 2001 are subject o
mandatory redempuon on May (5, 1998 and semianauaily thersafter on each Novemoer 15, 2nd May |5
:irough May |5, 2001. Bonds matunag on Novemoer |35, 2002 are subject to mandatory redempuon on
May 15, 2002. Bonds maturing November 15, 2006 ire subject 10 mandatory redempuon on May 13,
2003. and semuannually thereafter on each November |5 and May |§ through May 15, 2006. The
paracuiar Boads to be redeemed on each such date shall be chosen at random, by lot or acher customary
method by the Regmran provided, however, that the pnnapai amount of the Bonds required to be
redeermed pussuant o the operadon of such mandatory redempoon prowisions shall be reduced. at the
opuon of the City, by the princpal amount of aay Boads which, at least 50 days pnor 0 2 mandatory
redemption date. ( ) shall have besn acquired by the Cicy at 2 prics not exceeding the prinapal amount of
such Bonds plus accrued imerest (o the date of purchase thereof, and delivered to the Regswrar for
canceilauon, (2) shail have been purchased and canceiled by said Registrar at the reguest of the City with
moneys in the [aterest and Redempdon Fund 2t 1 price not exeseding the prnapal amoust of such Bonds
pius acerued interest o the date of purchase thereof, or (3) shall have been redeemed pursuant © the
opuonal redemption provisions set formh below aad not theretofore credited agunst 3 mandatory

. redempuon requirement.

On and after May 15, 1997, the Bonds Aatuncg on and after November 15, 2002 may be redesmed
prior o therr scheduled: maturities, at the opuion of saud City, with funds denved from any source, tn whole
on any date, or 1n part og 2ny aterest payment date, for the principal amount thereof i1nd acerued nterest
thereon (o the date fixed for redempuon, and without premium. [fless than ai] che Boads of 2 matunry are
10 be 50 redesmed, e parucular Bonds of 2 matunty, 1o be reqesmed shall be selecssd at random. by lot
or other customary method by the Registrar.

Furthermore. the Bonds matuning on November 15, 1984 through November (5. 1994, may be
edeemed at the opriom of the Clty, in whoie or 1n part (aad. if ia part the parucular Sonds © be redeemed
shall be selected by the Registrar at random, by lot of other customary method ), on May {5, 1934 or on
any interest payment date thereafter at the price of par and acsrued aterest @ the date of redempuon and
without premium. provided the prncipal amount of Bonds o be redesmed shail not excaed the amouat of
proceeds derrved from the sale of we Ciry's parmeipsang interest 1 the “South Texas Projemt™ 2ad on
hand it the ume of the call for redemption.

AT LEAsT thirty days pror to the date fixed for any redempuon e City shall cause 2 wnetes noucs of
such redempuon ( specifying the serial numbers and 2mount of Boads o be redesmed ), (o be published ac
least onee in 3 Rnancial publicaton of geaeral circutation 1t The Ciry of New York. New York aad in a
newspaper of general circulanon in the City of Austin, Texas. By the date fixed for any such redempuon
due provision shail be made with the Paying Agent for the payment of the panapal amount of the Bonds
which are (0 be 5o redeemed and acerued interast thereon (0 the date fixed for redempuon. [fsuch wneen
sonce of redempuon is published and 1 due provision for such payment is made. il 1§ provided icaove,
the Bonds which are (0 be so redeemed theredy utomancally shall be redesmed prior o their scheduled
matunues. and ey shall not bear aterest after the date fixed for redempnoa, 3ad ey shall aot se
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regarded as teing ouwstanding except for the nght of the bearsr (o recgive the redempuon pn:& from :ne
Paving Ageat out of the funds provided for such paymeat. A simuiiar notce snall be maiied by the City.
sostage prepaid. not less than 30 days prior o the redempuon date. (2} (o the registered owner of each of
the Jonds '0 be redesmed addressed 0 such owaer at the address appeanng on the Bond Registrauon
Sooks maintained by the Regisirar. and (5 to the owner of e2ch of :ne Bonas o be redesmed whicn is
savabie 10 bearer, provided that each such owner previously shail have fied wmrtea instrucuons with the
Registrar as o the name and address to whicht such nouce should he maied: dut fujure o mail or receve
any sugh nouce, of iaY defect thermin ar wn the mading thereol. shall aot afect the vaiidity of the
aroceedings for the redamption of such Bonds.

THe BoNDS are special obligations of the City payable solely from and equally secured by 2 lien on
and piedge of the “Net Revenues” (as such term is defined in the Ordinznes) of the Cicy's Electric Light
and Power System and the “Net Revenues™ of the Waterworks and Sewer System: such lien on and pledge
of the “Net Reveaues” of both Systems betng jomt and several and. also, being jumior and subordinate 0
the payment and security of “Prority Bonds™ ( which the City has reserved the nght to issue subject to the
rerms and conditions stated in the Ordinanee). For 2 more complete deseripuon and denufication of the
revenues piedged (o the payment of the Bonds. aad other obligauons of the City secured by and payabie
frem the same source or sources as the Bonds. reference s hereby made to the Ordinance.

THE CiTy has reserved the right, subject 1o the restrictions stated in the Qrdinance. o issue and wncur
addiucnal parity revenue obligations paysble from and equaily secured by 2 liea on and pledge of the Net
Revenues of the Electme Light and Power Sywem and the Net Revenues of the Waterworks and Sewer
Sysiem, in the same manner iad w© the same extent as the Bonds. 1n addidon. the City has expressly
reserved the right (o incur obligations payabie (rom and secured by a lien on and piedge of the Net
Revenues of either the Elecric Light and Power Sysiem or the Waterworks and Sewer System, but not
poth Systems, which lien on and pledge of the respecuve NetRevenues wil be of equal digmity with the
nen on and pledge of said respecuve Net Revenues i faver of the Bonds. The Ciry hasaiso reserved the
right to issue Priority ‘Bonds o be secured by a firx lien on and piedge of the Net Revenues of Elesnic
Light and Power Syseem and the Net Reveaues of the Waterwarks and Sewer System under the cerms ad
condidons contained in the Ordinance. -

. Tw HoLom Heaor shail aever have the right 1o demand paymest of this obligation out of any {unds
raised or to be rased by taxation. 4 -

it 1s Hengay CERTIFIED ANT RECITED that the issuanee of this Bond and the Senes of which it 1 3 part
s duly authorized by law: that all acts, condivons 2ad things required to exist and o be done preczdent 0
and in the issuasce of the Boads © render the same lawful and valid have been properly done. have
happened and have been performed 1 reguiar and due ume, form iod manaer as required by the
Consutution and laws of the State of Texas and the Ordinance hersnabove menaoned: that the Bonds do
aot exceed any consatutional or statutery limitagon: 2ad that provision ntas been made for the payment of
the principal of and :aterest on this Bond and the Seres of wiueh 1t 1$ 2 part by irrevocaoiy pledging the
Net Revenues of the Elecme Light and Power System 1nd the Waterworks and Sewer System of the City
of Ausun, Texas, is hermnabove recited )

Except where defined herein. capialized terms have the meamngs assigned tc them n the Ordinance.

In TEsTvONY Wurxeor, the City Counal of the City of Ausan. Texas. in accordance wueh the
provisions of Ardele T17j-1. V.AT.CS, has caused the seal of sad City © be impressed or 2 facsimile
{hereof 1o be printed hereon. aad this bond 1nd i appurtenaat coupons to be executed with the impninted
facimule signatures of the Mayor and City Clerk of said Cley.

Mayar, Ciry of Austin, Texas
COUNTERSICNED:

City Clerk, Ciry of Ausun. Texas
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({ Form of [nterest Coupon)

~0. | ——

ON 15,

Tye Crrvy OF AUSTIN. 2 mumapal corporation i the County of Travis. State of Texas, heredy
promises to pay to bearer the amount shown on thus (mterest coupon. in lawiul maney of the United States
of Amernca. withous exchange or collection charges (o the bearer, uniess due provision has besn made for
tae redemption prior 1o matusty of the Bond o whuch this watersst coupon appertains. upon presentauon
ang swirender of this interest coupon, at

MORGAN GUARANTY TRUST CoMPANY OF NEW YORK, NEW YORK, NEW YORX,

said amount being interest due on that day om the Bond, beanng the number heremafter designated. of
that ssue of CITY OF AUSTIN, TEXAS, WATER, SEWER AND ELECTRIC REFUNOING REVENUE BONDS, SEUES
1982. dated Mareh 15, 1982, The hoider hereof shail never have the nght 10 demand payment of this
obligation out of any funds rased or to be raised by taxauon, or from any source whatsoever other than
tnose sources described in the Bond to which this coupon appertains. Bond No.

Clry Clerk Mayor
( Form of Registration Ceruficate)
COMPTROLLER'S REGISTRATION CERTIFICATE REGISTER NO_

[ hereby certify that this Bond has been examined, cermfied s o validity and approved by the
Attorrey General of the Sate of Texas, and duly registered by the Comptroiler of Pubiic Accounts of the
Statg of Texas .

kY

Witness my signature and seal this

Comprroiler of Public Acsounts
of the State of Texas

~

(Form of Bond Registragon Provisions)
BOND REGISTRATION PROVISIONS

This Bond may Se regstered as to prinapal alone on the Bond Regstrauon Books of the Clty kept by
Morgzn Guaranty Trust Company of New York. New York, New York, as Regstrar, upon presentauon
hereof to the Registrar. which shail make notation of such regstragon in the regstration blask below. and
this Bond thereafter may be mansferred only upon 2 duly execated assignment of the registered owner or
his duly authorized representative in such form as shall be sausfactory to the Ragistrar, such transfer to be
made on such Bond Registraton Books and endorsed theresn by the Registrar. Aay such waasfer of this
3ond may be (o bearer and thereby ransferabilicy by delivery shall be restored. but this Boad shall again
se subject to successive regstranons and (rzasfers as befors. The prinapal of s Bond. if repstared,
uniess regstered o bearer, shall be payabie only to or upon the order of the regsiered owner or hus legal
representanve upon preseatation and surreader of thus Bond o the Reg@strar by such regustersd gwner (or
:0 the bearer of ttus Bond if it is registered 0 bearer). The bearer of any coupon may be deemed ind
regarced by the Registrar and the City as the absolute owner for sl purposes. including payment and
discharge of the liablicy upon such coupan (o the extent of such payment. and newtner the Registrar for the
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v Notmthsianding the registranon of this Bond as ©
snneapal, the mterest COUPORS appenaiung hereto shail remain payable to bearer and shail conunue o be
‘ransferable by detivery. For every traasfer the Registrar may make 2 charge ¢ the owner of this Bond
sufficient (0 reymburse «« {or any tax, fee, or governmentai charge required (0 be paid with respec thereto.

Date of Nameof Siensiure '
Registration Registered Qwner of Bowd Registrar

Cirv shall be affected by aay souce to the contrd

ey
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SecTion (00 Defimnions. For ail purposes of tus ordinance and in farucuiar for claney wih cespect 10
‘e ssuance of the Sertes (982 Bonds herein authonzed 2ac :he piedge and iopropmation of revenues for
:n2 gayment of the Bonds. the following defimtions are provicesd:

{adiceonal Party Bonds—snall mean revenue Honds, Contractual Obligations or otner evidences
27 ‘ndebtedness wnich e City reserves the nghi 10 1ssue or sater (nto. 15 the case may e, n the
{uture under the terms and conaitons provided in Secuon |9 tfus Ordinance ind whieh are squaily
and ratably secured with the Series 1982 Bonds by a lien on and ziedge of :he Net Revenues of the
Systems.

Bongs—shall mean coilecuvery the Seres 1932 Bonds and Adaitonal Panty Bonds.

Capiral Addittons—=shall mean those properties and faalines which by therr nature, and as
incorporated nto the Systems. esther or both, Wil add additonal capaaiy. or are to repiace exusung
capaaty, of the Systems, either or both, or-substanually increase reveaus-producng capabiliues.

Caprtal [mprovements—shall mean those property improvements or wnv combinauon of oropernty
.mprovements which wil consttute eniargements. extensions. detterments or rzpairs © the then
exisung faclines or propermes of the Systems, either or both.

Ciy==shail mean the City of Ausun. Texas, located in the County of Travs.

Contractual Qbligations—shail mean those obligauons (i) issued or incurred by the City payabie
from the Net Revenues of the Electnc [Light and Power System aad the Net Revenues of the
Waterworks and Sewer System and (i) incurred pursuant to express charter of statutory authority
heretofore or hereafter adopted or enacted and (iii) which by the terms of the ordinanee authonzng
their 1ssuance or the incurring of the obligaaon provide for.payments @ be made by the Ciry for the =
retrement or payment thereof ta be equally and ratably secured with the Prionty Bonds or the Bonds
5y 1 lien on 1ad pledge of the Net Revenues of the Systems. - -

Electric Light and Power System-—shail mean all facilities 2nd plants currentdy owned, operated
and maistained by the Ciry, whoily of parmaily in particpadon with others, for the generation,
mransmussion, supply and distribution of eigewmical energy and power, together with ail furure
sxtensions. improvements, repiacements and additions chereto, 2ad all replacements thereof: provided
that, notwithstanding the foregoing, and to the extent now or hereafter authorized or permicted by
law. the term “Elemric Light and Power System” shail aot mexn (0 include faciines of any kind
(including 2ay eiectric power generating and traasmusnion famlines) vhich are deciared not © be 1
part of the Electric Light and Power System aad whica are acquired or constructed by the City, or 1a
parucipation with others, with the proceeds from the issuance of “Special Facliues Bonds”, vueh ar=
hereby defined as being speciai revenue obligations of the Ciry which are not Prionry Bonds. Bonds or
Separate Lien Obligations bur whuen are payable from and secursd by ather liens on and niedges of
iy revenues. sources or payments not piedged (o the paymenc of the Prionry Bonds. che Bonds or
Separate Lien Obligatons inciuding, but not limuted to. spemal contract revenues or payments
received {rom aay otner legal snucy 1n connecuon wuh such facliues.

- Fiscal Year—wshall mean the rwelve month penod used by the City in connecuon wuh the
operauon of the Sysiems which may be any rveive consecutive manth penod eswabiished by the City.

Government Obligations—=shall mean diremt obligations of the Unied States of Amenes,
including obligauons the princapal of and interest on wihuch are uncendiaonally guaraatesd by the
United Scates of Amenez, wiuch may be United Scates Treasury obiigatnons sueh as s Scate and
Local Government Senes, and wiuch may be ia book-eatry form.

Gross Revenues—shail mean. with' respect w the Elearme Light and Power System or the
Waterworks and Sewaer System. il income. recsipts and revenues of every nature denved or received
from the operauon aad ownership (exciuding refundabie meter deposits. restricied g1fts and grancs
and procseds dertved from the saie ar other disposiaon of all or par of the City's parmapating interest
in the South Texas Project and revenues. sources or payment from fialities acquired or construczed
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with “Speaal Facliues Sonds™) af the respecuve system, inciuding earmungs and wncome denved from’
(he investment or desosit of moneys (o 8y special “unds or acoounts cra2t2d 3ad estabiished Dy the
Citv for the payment and sesunty of the Prionty 3onas ar e 3oncs o Sezarate L.en Cbugauons.

Independent Eagpineer—shall mean an individuat, irm or corporanon engaged in the enginesnng
profession. selected by (e City Counail, of recognized good standing and having specific expenjence 18
respect of Dusiness and properues of 2 character simiar to those of the Systems, wnch individual, irm
or corporation has ao substanual intersst, direet or indirect, 1n the City and in the case of an
.ndividual. is rot 2 member of the City Council. officer or emploves of the City. ind in the case of 8
firm or corporaton, does not have a parmer, dirsetor, oficer or empioyes who is 3 member of the City
Couneil. oficer or employee of the Clry.

Maintenance and Operating Expenses—~—shall mean, wih respect © the Eleceric Light and Power
Svstem or the W aterworks and Sewer System, all current expeases of operating aad maimntaining the
respecuve system., including ail salanes, labor, matesrials, repairs and extensions nessssary o render
eMcent servicz: provided, however, that onjy such repawrs and extensions. a8 in the judgment of the
City Council, reasonably and fairly exercsed, are necessiry (o mantain the operauons and render
adequate service o the City and the wnhabitans thereof, or such as might be necessary © mest some
physical acdent or candition which would otherwise impar the Pricaty Bonds or the Bonds shall be
deducted 1 determining “MNet Revenues”. Depremadon shall never be conmidered as an expense of
Maintenanee and Operation. Maintenance and Operatng Expenses shail indude paymeats under
contracs for the purchase of power and energy, water supply or other matenals, goods or services for
the Systems 10 the exteat authorzzad by law and the provisions of such contract.

Net Earings—=shail have the meaning asmgned o such werm by Section 19 hereof.

Not Revemuez—=shall mean, wit® respect @ the Elecmie Light and Power System or the s
Waterwarks and Sewer System, Gross Revenues of the respective system after deducging the sysiem’s
Mantsnance and Operating Expenses. -

Places of Payment—shail have the meazing. assigned 0 tuch term by Secsion 4 hersof.

Priority Bonds——shall mean iil reveaus bonds. Contracruai Obligations or other evidences of

»ndebredness which may hereafter be issued znd incurred in 2esprdance with the provisions of Seczion

19 hereof, 2nd secured by  first lien on and Sledge of the Net Revenues of the (1) Electme Light and
Power System and (i) Waterworks and Sewer System.

Refunded Bonds-~shall mean the City's presendy outstanding aad unpaid Elecrie, Waterworks
and Sewer System Refunding Revenue Boads. Series 1979 and Utilicy System Revenue Bonds. Sertes
{ through 10, more paricularly described 10 the preambie of tus Ordinanca.

Required Ressrve—shall mean the amousat required 0 be iccumuiated and mantuined in the
Reserve Fund uader the provinions of Seenon 15.

Separate Lien QObligations—=shall mean those obligagons (1) issued or \ncurred by the City
sayable solely {rom the Net Revenues of either the Elemne Light and Power Sysiem or the Net
Revenues of the Waterworks aad Sewer System, but not both (i) incurred pursuant © express charter
or statutory suthority heretofore or hereafter adopted or enacted and ! di) which by the terms of the
ordinanee authorizag their issuance or the incurring of the obligauon provide for payments © e
made by the Ciry for the retirement or payment thereof (0 e secured solely by a lien on and pledge of
the Net Revenues of the Electric Lught and Power System or the Net Revenues of the Watervorks and
Sewer Svsiem, but not both, of equal dignity with the lien on aad pledge of said Net Revenues
securing the payment of the Bonds.

Sertes /982 Jonds—shail mean the “Ciry of Ausun. Texas. Water. Sewer and Elecne Refunding
Revenue Bonds. Senes 1982" tuthonzad by us Qrdinanez.

South Texas Project—shall meaa the Clry's ownerstup interest (a tvo auclear sieam siege
generaung unus and reiated land and facilites. as more pamicularly defined «n the Southt Texas
Project Paracpanon Agresment effacuve as of December |, 1973, a3 amended.
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Sysrems——snail mean coilecuvely the Elecine Light and Power System and the Waterwarks and
Sewer System.

Waterworks and Sewer Svstem—emeans ail properues. faciiues and pianws currently owned.
operated and maintained by the City for the suppiy, ireatment and ‘ransmission of treated potabdie
water and the collection, trearment and disposal of water-carmed wastes. ogether with alb future
exiensions, improvements, repiacements and addinons thersto: provided, however. that aotwithstand-
ing the foregong, and o the extent now or hereafter authonzed or permitted by law, the &rm
“Waterworks and Sewer System' shall not mean 0 inciude faalines of any kind which are deciared
a6t 1o be a part of the Waterworks and Sewer System and which are acquired or construcied oy or on
behaif of the City with the proceeds rom the issuance of “Special Faciliues Bonds”. which are hereby
defined as bemng spegiai revenue obligations of the City which are not Priomty Bonds, Sonds or
Separate Liea Obligauons but which are pavabie (rom and securzd by other liens on and piedges of
any revenues, sOuUrces or payments, not pledged 0 the payment of Prionty Bonds. the Bonds or
Separate Lien Obiligation including, but not limited to. special contrace revenues of payments recmived
from any other legal enury in connecnon with such faciities.

SecTion |1 Pledge. That the City hereby covenants and agress that. subject only t¢ any pror lien on
ard piedge of the Net Revenues of both the Electric Light and Power Sysiem and Waterworks and Sewer
System to the payment and sesunity of the Prioncy Boads, induding the establishment and maintenance of
the spemal funds hereafter crested and established for the payment and security of the Prionry Bonds, the
Net Revenues of both Systems, with the exception of those s excass of the amouats requued (or the
payment and security of the Bonds, are hereby urrsvocabiy piedged, jomntly and severaily, o the payment
ind secuney of cthe Bonds, including the establishment and maintenancs of the speciai funds created, aad
established by Sections |$ and 16 of this Ordinance, ail 13 hermnafter provided: provided, however, the -
City has retained the right to issue or incur Separate Lien Obligations.

Ssction 12: Rares and Charger. Thac, for the benefit of the halders of the Bonds and i addinon to
ail provisions and covenants in the laws of the State of Texas and in this Ordinaace, the City hereoy
expressty stipulates and agrees, while 28y of the Pricrity Bonds or the Boads are outstanding and unpuid,
‘0 establish and maincain raes and charges (or ficilides aad services afforded by the Electnie Light and
Power System 2ad the Watarworks aad Sewer Systam ta provide Gross Revenues in each Fiscal Year from
each System suffigent i

(1) To pay the respective Maintenzoce iad Operatng Expenses thereof.

(2) To provide amounts required (o establish, maintain or restore, as the case may be. 2 required
Saiance o any reserve or conaungency fund created for the payment ind secunty of Separate Lien
Obirganons.

(3) To produce combined Net Revenues of the Systems sufficient 0 pay the amouns required o0
ve deposited in any reserve or conungency fund created (or the payment ind seeumty of the Pronty
Bonds. the Bonds, and other obligauons or evidencss of indebtedness issued or wacurred that are
payable oniy from and secured solely by a lien on and piedge of the combined Net Revenues of the
Systems, and

(4) To produce combined Net Revenues of the Systems (after sausfacnon of the amounts
required ta be paud in 2 and 3 above) equal to at leasr the sum of (i) [.25 times the annual panepai
and (nterest requirements ( or other similar payments) for the then outstanding Pronty Bonds and
Senarate Lien Obligations aad (ii) .10 dmes the total 2nnual prnapal and interest requirements (or
other sumilar payments) for the thea cutstanding Bonds and all otier indebtedness ( except Prionry
Bonds and Separate Lien Obligations) payabie caly from and secured soieiy by lien on and pledge of
the Net Revenues of the Systems, erther or both.

SecTion (3 Electre Light and Power System Fund. Tae City heredy covenants and agrees that Gross
Revenues of the Electne Light and Power System shall be. as collected, deposited nto 2 separate acsount
serepy created and estabiished wth 1 depository bank of the City and o be kaown as che "Elecine Lignt
ind Power System Fund™ (hersin called the " Electne Fund™) 2nd o keep such revesues of the Eieeue
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L.ght and Power System se9arats imd 1m2m Usam an viner funmcs of ns Z »e Al revenues depositeg inine

Eiezmc Fund shall se piedged and appropnaied. o e extent raquires for tne foilowwng uses and 10 1AG
srger 3f srecsdencs shown.

ZmsT To the payment of all necessary and reasonadie ‘Aaintenance and Operaung Expenses of
(he Elestnc Light and Power System, as defined herstn or required Dy statute :© be a drst chdrge on
and claum agaast the Gross Revenues thereof.

Seconp: To the navment of the amounu required @ de desosited 1n any specal funds or
sccounts ereated for the maymeas and secunty of the Prionty Benas.

THmo: To the paymeat of che amounts required to be deposites ihe Reserve Fund created by
tus Ordinance (0 establish and maintain the Required Reserve in 1ccordance with the provisions of
thus Ordinance or any other ordinancs refaung to obligauons for which the Reserve Fund was created
and established to pay.

fouath: To the payment of the amoumts regquired (0 se deposited o the [nterest and
Redempuon Fund created and establisned by thus Ordinance for the payment of prnnapai of and
\nterest on the Bonds as the same becomes due and payabie and the payment of Separate Lien
Obligauons secured by a lien on and piedge of the Net Revenues of the Electne Light and Power
System.

Aay Net Revenues remaiaung 1n the Electne Fund after sausfing the foregoing payments, or making
zdequate and sufficieat provision for the payment thersof, may be appropnated and used for any other
Citv purpose now or hereafter permitted by law.

SgcTion 14: Water and Sewer System Fund. The City fersby covenanis and agrees that Gross °
Revenues of the Waterworks and Sewer System shall be. as collected, deposited, iato 3 sapariie icsount
ereby created and established wnth a depository bank of the City and o be known as the “Water and
Sewer System Fund™ (herein called the “Water and Sewer Fund™) and to keep such revenues of tie
Waterwarks and Sewer Systent separate aad apan from all other funds of the City. All revenues depostited
1 1gp Water and Sewer Fund shall be pledged 10d approprizted o the extent required for the following
ases and m the order of precedesce showw &

Ewmse To the payment of all aecassary and reasonabie Muntenancs and Operating Expenses of
the Waterworks aad Sewer System, as defined hersin or required by statute o be 2 first charge on and
cum agunst the Gross Reveaues thereof.

Sgeont: To the payment of the amouats required © be deposited 1z any spewal funds or
accounts created for the payment and sesunty of the Priority Sonds.

THIRG: To the pryment of the amounts required 0 be deposited in tne Reserve Fund created by
crus Ocdinance to establish and mawnwun the Required Reserve in accordancs with the provisions of
ttus Ordinance or any other ordiaanee relauag o obligauons for whyeh the Reserve Fund was created
and established to0 pay.

FourT: To the payment of ine amounts required ¢ we deposited in the [nterest and
Redempuon Fund created and estabiished by this Ordinance for the payment of pninapal of and
\nterest on the Bonds 2s the same becomes due and payvable and the payment of Separate Lien
Obligauons secured by 2 liex on and pledge of the Net Revenues of the Waterworks and Sewer
System.

Any Net Revenues remaining n the Water and Sewer Fund ifter sausfinng the foregoing payments,
or making adequate and suffictent provision for the payment thereof. may be appropriated and used for
any other Ciry purpose now or hereafter permucted by law.

SectioN 15: Reserve Fund. For purposes of aceumuianng 1nd manwuaing funds as a reserve for the
gayment of the Prionty Boads aad tne Bonds. the City agress and covenants o create 3 separate and
special fund or account 0 be xnown 25 the “Combined Pledge Revenue Bond Common Reserve Fund”
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ine “Raserve Fund™). 22a 2l ‘uads denastd ngrmin evQading @0e § 21:2 nceme Janved or
ceesned from depostis of investments e : a0 Rezempuon Fund
estaohished in Secuon 16 hereol dunng sucn Jemods is nere s on Jesesit o ng Reserve Fuad e
Required Reserve) shall be used sotely for :he payment of the prnacipal of and ntersst an the Pronty
2onds and the Bonds on 2 pro rata dasis. whea ( whether at marunty, upon mandatory redempuion, pror to
T3WALY or any interest payment date) and (0 the extent other {unds available for such purposes are
asufficent, and, 1n addinon, may be used to reurs e [ast of the Prmomty Bonds or Bonds cutstanding.

o'

Simultaneously wth the defivery of the Seres 1982 Bonds to the imual purchaser thereof, the City
shall deposit in the Reserve Fund the sum of $35.000.000. hereby determined to be the Required Reserve
for the Series 1982 Bonds. As and when Addinonal Parity Bonds or Prionty Bonds are delivered or
incurred, the Required Reserve shall be increased. i required. 10 an amount equal to the greater of (i)
$85.000.000 or (ii) the average aanual requirement ( calculated on 3 calendar vear basis) for the payment
of prnapal of and interest (or other similar payments) on ail Prionty Bonds and Bonds chea outstanding.
1s determined on the date the last senes of Addinonai Panty Bonds or Prionry Bonds are delivered or
incurred, as the case may be. Any additonal smounct required shall be so accumuiated by the deposit in
the Reserve Fund of all or any part of said required additional amouat :n casn immediately after the
delivery of the then proposed Prionty Bonds or Additional Paney Bonds. or. at the opdoa of the City, by
the deposit of said required additicaal amount (or aay balance of said required additonal amount not
deposited 1n cash 2s perruced ibove) in monthly installments, made om or before the last day of each
month followiag the delivery of the thes proposed Addiucaal Parity Bonds or Prority Boads, of not less
than [/60th of said required addidonal amount (or 1/60 of the balance of said required addinonal
amount not deposited 1 cashk as permiced above).

When and so long a3 the money and investments in the Reserve Fund toral not less than the Required”
Reserve, no deposits need be made w the eredit of the Reserve Fuad: but when and if the Raserve Fund at
any ame contains less thae the Required Reserve (other than as the result of the issuasdce of Additional
Panry Bonds or Priority Bonds 15 provided in the preceding prragraph), the City covenants aad agrees ©
cure the deficiency in the Required Reserve within tweive ( 11) months (rom the date the defidency in
funds oesurred with available Net Revenues in the Electric Fund and the Waiter and Sewer Fund, and the
Cicfl hersby covenants and agrees thag, subject only to payments required for the payment of principal of
and interest on the Priority Boads and the establishment and maintenaacs of anty spesial funds created for
the payment and security thereof. ail Net Revenues remaiung a the Electrie Fund and the Water and
Sewer Fund shall be applied and appropriated amd used o establish and maacaun the Required Reserve
and w0 cure any deficency in such amount. as required by the terms of this Ordinance and any other
ordinance pertaining (0 obligauons the payment of which are secured by the Required Reserve.

Notwithstanding the {oregoing provisions contuned. in this Secuon pertaimng (0 an increase in the
Required Reserve, in the event Prionry Bonds are hereafter issued or incurred ind che proceedings
pertainng o the ssuance or incurrence chereo( provide for, or require, the creauon and estadlishment, or
reaffirm the creation and establishment, of a separate ind special reserve or canuagency fund for the
benefit of such obligations, the amount 0 be accumulated ind maintained 1 such separate and specal
reserve or conungency (und shall offset and be subtricted [rom the increase, f any. in the Required
Reserve 13 hereinabove required.

Dunng such dme 13 the Resarve Fund contzins the total Required Reserve. the City may, at s
opuon, withdraw all surplus in the Reserve Fund in excess of the Required Reserve and deposit such
surpius in the [ncerest and Redemption Fuad. The City herelry designates is depositary bank or banks as
the custodian of che Reserve Fund.

SecTION |6: [ntarest and Redemprion Fund. For purposes of providing funds 10 pay the prinapal of
and interest on the Bonds as the same becomes due and payabie ( whether at marurity or upon mandatory
regempuon ), the City agrees 1o create or mamntaa at a depository baak of the City 1 separate and specai
aceount or fund known as the “City of Austin [atersst 3nd Redempaon Fund No. One” (:he “Interest and
Redempuon Fund™). The City covenants (has there shall be deposited o che {ntersst and Redempuon
Fund {rom the Net Revenues n the Electme Fund and the Water 2nd Sewer Fund after the deduction of
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pavments required © be made o the Reserve Fund. ([ any, 1nd the speczal funds or accounts created for
:he payment and secunty of the Pronty Boads. an amount equai 10 one hundred per cenium (100%) of
«ne amount required to fully pay the interest 1nd prinapal. and mandatory redempuon pavments on the
3onds. (alling due on or before the next matunty or mandatory redempuon date for the Bonds. sucd
zavments to be made 10 squal monthly astallments made on or sefore the i4th day of ezch month. (fihe
Net Revenues in the Electne Fund and the Water and Sewer Fund n any moath ( after the deciction of
savments required (0 be made @ the Reserve Fund. if any, for the benefit and secunty of the Pronty
Bonds) are then insufficient 0 make the required payments (Nt the nterest and Rédempuan Fund. then
(he amount of any deficiency in {he payment shail be added to the amount otherwise required to be paid
110 the interest and Redemption Fuad i the aext month.

SgcrionN | T: Payment of Bonds. On or before November |4, 1982, 1nd sermiannually on or before the
14th day of May and November thereafter while any of the Bonds are outstanding, the Ciry shall make
svailabie to the paying agents therefor, in fumds which wil be \mmediately avalabie on the next
succesding business day, out of the lnterest aad Redsmpuon Eund and the Reserve Fund. (f necsssary.
money sufffcent (© pay such wterest on and such prinapal of the Bonds as il acorue or mature of come
due by reason of redempdon prior to matunty 04 each November 15 and May 15, respecuveiy. The
paying agents shail cancei or destroy all paid Bonds. and the coupons apperiaining thereto, and fumish the
City with an appropniate cerificate of canesilanon or destrucnon.

SzetioN 13: Investment of Certain Funds. (1) Money ia any Fund established pursuant to this
Ordinance may, it e opton of the Ciry, be placed in dme deposics or certificates of depost secured dY
obligations of the rype hereipafter described. or be iavested. inciuding investments heid w book-entry
form. n direct obligaucas of e United States of America, obligations guaranteed or insured by the
United Scates of Ameriez, which, in the opimon of the Anormney General of the Uited Saces. are backed
by s fuil faith 2nd credit or represent its general obligations, or invested \n indireet 3bli;wons of the
Umited States of America, including. wuc oot limited (0, evidencss of indedtedness issued, nsured or

teed by such goveramental agencies a3 the Federal Land Banks, Federal [ntermediate Credit
Banks. Banks for Cooperatives. Federai Hame Loan Banks, Government Naucnal Morrgage Assocaucn.
Unted Scates Postal Service, Farmers Home A inistradon. Pederai Home Loan Mortgage Association.
Small Business Administration. Federal Housing Assodznon, or Partcipation Ceruficates in the Federal
Assers Financng Trust provided that ail such deposus and invesumenws shail be made a such 2 manner
{hat the money reguired to be expended (rom any Fusd wil be avadabie at the proper ume of umes. Such
.avestments ( except Stats and Loczl Government Series investments heid in book enery form, which shail
at all umes be vaiued at cost) shall be vaiued in terms of current market vaiue wehun 45 days of the close
of eachh Fiscal Year. All interest and income derived from deposits 1ad nvestmeats w1 the [nterest and
Redempuion Fund immediately shail be credited to, and any losses debited o, the [nterest and
Redempuon Fund. All iuwerest and tnerest income derived (rom deposus in and (vestments of the
Reserve Fund shall. subject w0 the limizuons provided 1a Secuon 15 hereof, be credited to and deposited
n the interest and Redempuon Fund. All such iavestmenats shall be soid prompdy when necessary o
preven: any default in connecton wih the Bonds and with respect to the Reserve Fuad, the Promty
Bonds.

(&) That money in all Funds created by uus Ordinance, © the extent not invested, shall be secured i
the manner prescribed Dy law for secunng funds of the City.

SecTion |9: [msuance of Priority and Additional Pary Obliganions. Subject to the provisions
hereinalter appearing as © conditions precedent which must frst be saasfed. the Ciry reserves the right to
.ssue. (rom time (o time as needed. Priority Bonds and Addinonat Panry Bonds, either of woth, for any
lawful purpose. Sush Prionty Bonds or Additional Parity Bonds may be issued in such form and manner
as now or hermnafter authorized by the laws of the Scate of Texas for the issuancs of swvidences of
\ndeptedness or other instruments, and shouid new methods of finaneng techmques b€ developed that
differ (rom chose aow avaiiabie and 12 normal.use. the City reserves the aght 10 empioy the same n s
fnanang arrangements provided oaly that the same condiuons precsdent nerein required for the
juthomzstion and issuance of the same are satisfied.
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(1) Conditions Precedent for lssuance of Prtority Bonds 1nd Audittonal Pamty 3oras—Generat.

(1} The Director of Finance of the City {or other offfcer of the City then having (ie snmary
responsibility for the fnancal zfairs of the City) shall have executed 2 ceruficate staung (.} chat e
City 15 not then 1n defauit 25 10 any covenaac. obligation or agreament contdined in 3ny orcinancs af
other proceeding relaung 10 any obliganons of the Ciry payaoie from and secured 9y a liea n and
piedge of the Net Revenues of the Systems, estiter, ar both and (1t} 2il payments into ail special funds
or accounts cremted and established for the paymest and secunty of all outstanding obligauons
sayabie from and secured by 3 lien on and pledge of the Net Revenues of the Systams, either or both.
have been made in full and that the amounts on deposut in such specal [unds or accounts are the
amounts then required o be deposited therewn.

(1i) The Prionty Boads ind Addidonal Parry Bonds (except Contractual Obligauons and
evidences of indebtedness due wttun (2 months from the date of the ssuance thereof) shall e
scheduled (o mature or be payable as to princpal on November 1S or May 1§ (or both) tn each vear
the same are to be outstanding or durng the term therest.

(b) Conditions Precedent for [ssuance of Priomry Bonds and Addinonai Pamty 8onds—Captal

Impravements. The City covenants and agrees that neither Prionty Bonds or Addiuonal Panty Sonds wiil
be 1ssued for the purpose of inancing Capital Improvements, unjess and until the condiuons preczdent in
subparzgraph (a) above have been satisfied and, in additon thereto, the City has secured:

(i) forthe issuanes of Prioricy Bonds, a cernficate or opmion of 3 Cerufied Public Acsountant ©
the effect that, according to the books and records of the Ciry, the Net Earmags for the preceding
Fiscal Year or for |2 consecutive moaths out of the 15 months immediately preceding the month the
ardinance authonzing the Priorry Bonds is adopted are at 18ast equal ta the sum of (i) 1.10 umes the
average annual requirement for the payment of prinaipal and uterest (or other amidacpsyments) for
(he Bonds outstanding and ail other outstanding obligations ( except Prionty Bonds and Separate Lien
Obligations) that are paysbie only (fom and secured solely by a lien on and pledge of the Net
Revenuss of the Systems, either or both, aad (i) 1.25 tmes the average annuai requirement for the
payment of principai and interest (or other sisnilar payments) for ail ousstanding Prionty Bonds and
Separate Lien Obligadons after giving effecttto the Prionry Bonds then proposed. [n making 3
determinanon of the Net Earmings, the Accountnt may ke 0t considerauon a change i tne rates
1ad charges for services aad facilides afforded by the Sysiems. erther or dotn. that became effecuve at
least sixty ( 60) days prior to the last day of the period for whuch Net Earmungs are determuined and, for
purposes of satisiying the above Net Earnings test. make i pro forma deterrmination of the Net
Earmings for the period of ume covered by nis cerufication or optnion based on such change n rates
and charges being 1n effect for the entire penod covered by the Accountant's ceruficate or opron: or

(ii) for the 1ssuaace of Addidonal Panty Boands, 3 cernficate or optmon of a Camied Public
Accountant to the efect that, according to the books and recocds of the City, the Net Earnings for the
oreceding Fiscal Yearor for 12 consecutive months out of the [§ months immediateiy prezzding the
month the ordinance authorizng the Additional Parity Bonds is adopted are at least equal (o the sum
of (i) 1.10 times the average annual requuremnent for the payment of prinapai and uiterest (or other
sumilar payments) for the Bonds outstzadiag and ail other outstanding obiigations (except Prioary
Bonds and Separace Lien Obligadons) that are payabie only from and secured solely by a lien on ad
piedge of the Net Revenues of the Systems, ewther of both. including the Addinonal Parity Bonds thes
proposed and (i) (.25 times the average innual requirement for the payment of prinaipal and
|nterest ( or other simuiar payments) for all outstanding Prionty Bonds and Separate Lien Obligauoas.
In making a detarminagon of the Net Earmings. the Accountant may take o considerztion a change
in the rates and charges for services and facilities afforded by the Systems, enther or both. that became
edectve at least sixey (50) days prior o the last day of the penod for which Net Earmings are
determuned and. for purposes of satisfywng the ibove Net Barmings test. make 2 pro forma
determinaton of the Net Earnings of the Sysiems for the period of ume covered by fus ceruficauon or
opinion based on such change in rates and charges being in efect for the enare penod coversd by che
Accountant’s cermificate or opruon.

.
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x5 ised 1 tus Section. the mrm “Net Eamings” shall mean the combined Gross Reveaues of the
S.siems after deducung the combined Mawntenance and Operaung Expenses of the Sysiems. but not
sxnenguures which, under standard accounung practice. should be charged (o capual expenditures.

<) Conditions Precedemt for [ssuance of Priomry Bonds or Addiuonai Pary B3onds—Capual
aarnons: (1) lmnal lssue. The City covenants ang agrees ‘hat neither Pmonty Bonds aor Addiuonal
Samtv Bonds will be issued for tne purpose of finanang Capital Addiuons for integrauon <o the Sysiems.
simer or both. uniess the same condinons precedent specified in subparagraph (3} above have been
savsied and. o addiuon there:o, the condiuons prececent specified in subparagraph () above are
cinsiiec or. in the aternauve, the City shall have obtained:

(2) from an Independent Engineer 2 comprenensive Engineering Report for the Capital
Addiuoa 10 be financed. which report shall (2) contain (1) detailed esumates of the cost of sequinng
and sonstrucnag the Capial Addition. (2) (he estimated date the acquisinon and constructon of the
Capual Addition will be completed and commerdiaily opersuve, and (3) 2 detated analysis of the
.mpact of the Capuai Addiron on the fnancal operauons of the sysiem for whuch the Capreal
Addition is 1o be integrated and to the Systems, as 2 whole, dunng the construcuon thereof and for at
.east ive Fiscal Years after the date the Capital Addition becomes commercially operadve, and (1)
sanciudes that (1) the Capnal Additon is necessary and will substaaually inerease the capaaty, or is
needed (o repiace exisung facliues, 1o meet current and projected demands for the service or product
0 e provided thereby, and (2) the estimated cost of providing the servies or product from the
Capitai Addinon will be reasonable in comparison with projected cosis for [urrushing such service of
sroduct {rom other reasonably available sources: and

(b) a cernficate of the [ndependent Enpneer 1o the effect that, Dased oa the Eagineermg Report
srepared for the Capital Addinon. the projected Net Earmnags for esch of the fAve Fiseal Years-
subsequent to the date the Capal Addition becomes commereally operauve (u__esumated in the
Engineering Report) will be equal to at least the sum of (i) 1.25 dmes the average annuai
requirement for the gayment of the principal and interest (or other sumilar payments) for Prioncy
Bonds and Separate Lien Cbiigadons then outstanding.or incurred and ail Prnonty Bonds estmated t©

o 0¢ issued. \f aay, during the period (romr the daw the first sertes of obligaaons for the Capiaai
Additions is 10 be delivered through the Sth Hiscal Year subsequent o the date the Capral Addidon s
esumated (o become commercially operauve, for all Capral [mprovemears and for ail Capual
sddiuons then in progress or then being iniuated and (ii) 1.10 umes the average annual requirements
‘or the payment of prinaipal and nterest (or other similar payments) for Bonds ind all other
obligauons (other thaa Prionty Bonds or Scparate Lien Cbiigauons) payabie solely from the Net
Revenues of the Sysiems, excher or both, which are then outstandiag or incurred and all Bonds or such
other obligauons estimated @ be issued. if any, dusing the penod from the dawe ire Arst sentes of
sbligauons for the Capral Addinon is w be deliversd through the Sth Fiscal Year subsequent @ the
2a:e the Capital Additon in esumated to secome commerdially cpersave, for ail Caprai (mprove-
ments and for all Capreai Addiuons then in progress or then sexng ninaced.

(ii) Subsequent [ssues. Once 2 Capual Addizon has been mnated oy meesung (he condinons
arecedent specified in subparagrapns (¢)(1)(a) and (e)(i)(b) sbove and the mual Priocity Bonds or
Addiuonai Parity Bonds delivered therefor, the City reserves the right to issue Pnority Bonds and
Addinonal Parity Bonds, as the case may be. to fnanez the costs of such Capial Addinon 1a sueh amounts
15 may be necessary (o compiete the acquisivon and construcoon thereof and make the same commergally
operauve without sausfacuos of any condinan precedent uader subparagraphs (e)(iY(a) and ()(iNDB)
or subparagraph (3) of this Secdon but subject to satisfacnon of the following conditions precedent

(a) the City makes 2 [orecast (the “Foraezst”) of the operanons of the Systems demonstraung
the Systems' abilicy to pay ail obligations. payable soieiy from the Net Revenues of the Systems, etther
or both. 10 be outstanding after the issuance of the Priority Bonds or Addiuonal Parity Bonds.chen
peing 1ssuad (or the penod (the «Forecast Perod™) of each ensuing Fiscal Year :Arough the Sth
Fiscal Year subsequent o the !atest esumated date the Capunal Addition thea being financed 1§
expected to be commeraaily operacive. and
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